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CHAPTERII

INTRODUCTION

1.1 Background of the Study

Nepal is a land-locked country between giant India and China and it lies on the
southern lap of great Himalayan range. It is one of the least developed countries in the

world and its more than 63% of the total working population depends on agriculture.

After 1956 Nepal started planned economic development, an effort was put to obtain
rapid economic growth. Then the development of modern industries in the public
sector started with planned economic development. In our country various
manufacturing companies have been established and devel oped through government
efforts and funding from NIDC under various five year development plans. At present
tenth plan is running. Due to poor performance negative return, lack of efficiency,
inefficient management, government has emphasized on privatization so that public

enterprises could be competitive, efficient and profitable.

Industrialization is universally accepted as a strategy of economic development. It is
the key factor in the process of achieving economic growth and prosperity which has
long been recognized in economic literature. It offers prospects for expansion of
employment and income and generates innovations and technological changes that

bring rapid economic growth of the country.

Industrial sector is known as a backbone of the nation. Among various industries
present in our country, pharmaceutical industry is one of the vital sectors. Health is
wealth. People need medicinal drugs and all countries recognize them as a means of

safeguarding the health of their people. Recognizing the importance of drugs, every



countries has prescribed its rules and regulations so that the consumers can get drugs

which are effective and of good quality.

Pharma industry is one of the growing industries in Nepal. It is in the process of
continuous advancement. The total pharma market in Nepal per annum is around ten
thousand million, out of which around one third of the market is occupied by domestic
pharma companies. Though the market is not so big, domestic investors are attracted
to invest in this sector looking lucrative profit and high potential to grasp the market
share of Indian companies. This industry is less affected by different external
environmental factors as compared to other business because the health is always the

prime concern for everybody.

Around forty Nepalese pharma companies are under operation out of the total forty
two companies registered in department of drug administration (DDA). Apart from
this, around two hundred thirty companies from India, Bangladesh and third countries
are also fighting in this small market. Indian companies have dominated the Nepali
market due to their high technological advancement, capacity to manufacture super
speciaty medicine and trust they are able to gain from doctors since long ago. The
Nepalese companies are also having enough opportunities to prosper if they can
compete with the giant Indian companies and snatch their market share. But only few
domestic companies are able to fight with the Indian companies and the rest are

Imitating and competing with domestic leader creating fierce internal rivalry.

Imported medicines are subject to five percent custom charge and it is free from value
added tax. Domestic companies are free of such tax, which is facilitating them to offer
their product in comparatively cheaper price. However, low production due to small
market and inability to export their product is causing rise in cost of production.
Despite the ability of the Nepalese entrepreneurs to invest to produce super speciaty

product, they are not able to do so due to dependence in thistiny market.



The only one state-owned pharma company named Royal Drugs Ltd., though having
good reputation in market and variety of renowned products, is not doing well because
of poor management. Few private companies are really doing well because of their
high innovating capacity and competent human resource. They are gradually eating
away the market share of Indian companies. The government has also adopted the
policy of protecting domestic companies by imposing some non-tariff barrier so as to
discourage the entry of unethical Indian companies to Nepal. To develop the Nepalese
companies to the extent of International standard, department of drug administration
has prescribed mandatory rule to get the WHO-GMP certificate (World Health
Organization- Good Manufacturing Practice Certificate) by the end of year 2007. Till

now, fourteen companies have already got this certificate.

Now the environment is conducive for Nepalese Pharma companies. If they properly
scan the external environment, reinforce their strength and over come weaknesses,
they will be able to grab the market share to the extent of around fifty percent within
next ten years.

1.2. Pharmaceutical Companies and Their History in Nepal
Nepal is rich in medicina plants, so the Ayurvedic system of medication flourished

here. However, the gate for modern medication was opened only after the
establishment of British Residency in Kathmandu in 1916 AD where a small hospital
was established for the residency staff. The hospital also provided service to local
people. The no. of hospitals gradually increased after the establishment of Bir hospital
in 1890 AD. The concept of producing modern medicine in Nepa developed only
after His Majesty's Government drafted a master plan for the utilization of medicinal
plants in 1955 AD and implement in 1961 AD. As per the plans Roya Drugs
Research Laboratory (RDRL) was established in 1964 AD, which along with varios
research activities started manufacturing modern pharmaceutical dosage form in 1968
AD. The manufacturing unit of RDRL was converted into Royal Drugs Limited
(RDL) in 1972 AD for commercia production of modern drug.



Effort was also made to develop pharmaceutical industries in private sector.
Establishment of Nepal Pharmaceutical Work Pvt. Ltd, at Godavari, Lalitpur was
unsuccessful. However, Chemi Drug Industries, first started production of modern
Ayurvedic drugs and later engaged mainly in the production of allopathic drugs.

Royal Drugs Ltd. was an inspiration for other interested persons to start drug industry,
though lack of information and technical know-how has made the decade of 1970 as a
decade of more failure and less success. Some of the factories started during the
period and already closed. Five factories established during late seventies.

With the establishment of Department of Drug Administration (DDA) in 1979 AD in
accordance with the drug act 1978, an environment was created for drug industry.
Many industries were started in late eighties and early ninties. RDRL, the principal
organization of HMG for scientific research testing and analysis of durgs, which was
under the ministry of forest and soil conservation, was brought to under ministry of
Health in 1993. This has a positive impact to drug industry and better quality control
of marketed drug has become possible. The laboratory is functioning under DDA with

a completely new setup to function as national drug control laboratory.

In the year when DDA was established, there were five pharmaceuticals companies in
private sector. In 1972 AD, total production of drugs including that of RDL was worth

Rs. 2 million whereas total consumption was estimated to be about Rs. 11.5 million.

1.2.1 Objectives of RDRL
His Late Majesty King Mahendra inaugurated (RDRL) in 1964. The activity of RDRL

was directed towards achieving the following objectives:-

1. Research on the utilization of natural resources for the production of drugs
and alied chemicals.
2. Development of technology for the production of drugs and their essential

intermediate and transfer of technology to industries.



3. Testing, standardization and quality control of drugs and allied materias
and

4. Providing technical guidance in the establishment of drug industries in
Nepal.

In order to demonstrate the pharmaceutical techniques for the production of drugs and
to encourage private parties for the establishment for pharmaceutical industries, the
establishment of modern pharmaceutical production unit was initiated under RDRL.
This unit with a few pilot scale plants for the production of various medicines in the
form of tables, syrup and ointments came into existence in 1968. In 1972, this

production unit was changed into RDRL, public sector industry.

WHO first published its guidelines on GMP in 1968 which was slightly revised in
1971 which isthe current GMP for its drug industries. WHO guided GMP is
minimum requirement for the importation of drug in Nepal. Similarly, this
requirement is now also gradually implemented to all National pharmaceutical

industries for the production of drug.

Nepal ese pharmaceutical industries can be divided in three groups:-

a) The pharmaceutical industries, which have all requirements, but needs
inspection auditing and improvement for compliance.

b) The pharmaceutical industries, which do not have all facilities, but can be
installed or devel oped to meet with the requirements.

c) The pharmaceutical industries, which cannot be upgraded to fulfill the
requirement. These categories of pharmaceutical industries must be closed if
the deadline for getting WHO -GMP certificates expires.

1.2.2 Brief introduction of RDL
Royal Drugs Limited was established in 2029 (1972 A.D.) in the public sector as an
undertaking of HMG of Nepal. 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
Forest. Later a separate production unit under the same laboratory was created with
the help of technical assistance of the British Government in the form of expertise and
equipment. After a successful trial period of four years in the manufacture and
marketing of pharmaceuticals, the production unit was converted into a company in

accordance with company act.

Aims and Objectives

Asfully owned enterprise of HMG/N, the aims and objective of the company are:-
1. To produce and distribute safe and quality medicine.

To salethe medicine in areasonalble fair price to the general public

To make the country self-sufficient in essential drugs.

To produce the varieties of medicine according to different climate zone.

To replace old varieties by new varieties of medicine as per market demand.

To deliver medicinein time.

N o g &~ 0 DN

To help the other social industries by using their products in productions and

packaging areas.

Types of medicines
Royal Drugs Limited produces and markets 31 clinical groups of medicines that
consists of 80 preparations in the form of tables, capsules, powders, liquids, ointments

and inject able fluids.

Quality Control

Royal Drugs Limited produces high quality medicines. The company possesses its
own quality control laboratory with al the necessary facilities required for testing
product manufactured. Raw materials, packing material and every batch of products
are tested according to pharmacopoeia standards before they are released for
distribution. The quality control is monitored by highly skilled personnel’s trained at
home and abroad.



Resear ch and Development

Royal Drugs Limited has its own product development laboratory where qualified
pharmacist and specialists of other disciplines are engaged in the development of
stable and effective dosage forms. The dosages formula and production processes for
al the R.D.L. medicines that has so far been put into the market have been
independently developed by the RDL. There is scientific and technological capability
to bring out new formulation in order to meet urgent need of life saving drugs required

during emergencies.

Popularity of RDL medicines

The medicines of the RDL are consistently gaining popularity as shown by the
consistent increase in sales volume. Some of the medicines are so popular that they
are acquired household names. Various factors have contributed to the growing
popul arity; the most important is, of course, the confidence that has been shown by the
medical practitioners, chemists and druggists on RDL products. The underlying truth
in the confidence is “RDL manufactures safe, efficacious and quality medicines under
GMP conditions of international standards and markets them at reasonably fair

prices”.

Sales and Distribution

Medicines of RDL are marketed through 60 stockiest appointed by the company.
These stockiest suppliy to retailers of their respective areas covering all the fourteen
zones. RDL has its own sales depo with storage facilities at Nepalgunj. Besides
wholesale supply, RDL supplies medicines directly to various hospitals, institutions

and foreign agencies.

Helping homeindustries

In the sprit of self reliance, RDL is enthusiastic to encourage and assist home
industries producing raw materials, packaging materials and spare parts needed
regularly. It provides priority to home products, indigenous resources and services

whenever required.



Financial Aspects

RDL has been in profit since its establishment except for FY. 2046/2047. It has risen
up its assets to NRs 75 million and contributes a substantial amount to the government
in the form of custom duties, import licenses, income tax etc. Hundreds of people all
over Nepal have benefited from it directly in the form of distributors, retailers and as

associates, apart from employing about 600 persons.

Future Plans

RDL aims to meet 80 percent of national demand of essentia drugs by the year 2005.
To achieve this goal, RDL has formulated expansion plan in the area of Jeevan Jal
production, small volume injectables and other essential drugs. All these together with
RDL’s existing facilities will mean a substantial indigenous capability in the area of

essential drugs production.

1.3 The problems and prospects of Nepalese Pharmaceutical

Market.

1.3.1 Problems

1. Asthereisopen market system in Nepal, it is very easy for Indian companies
to extend its market in Nepal. However, it is very difficult to export Nepalese
drugs to the Indian market because of so many obstacles. It is very difficult to
expand market of local products in Indian market due to very long formality
processes and added price in different names.

2. The main problem is that while exporting local drugs in Indian market it
should be paid in U.S. dollar.

3. Indian pharmaceutical products enter Nepalese market very easily because of
open border.

4. While extending local products in Indian market, US. $ 5000 for company
registration and US$ 1000 for each product.

5.  However, while extending Indian drugs in Nepalese market the expenditureis

comparatively very low.
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Though imported drugs are levied 5% custom duty, many of them are still
economica in prices as compared to domestic products because Indian
companies are gigantic and produce in high scale thus minimizing cost of
production.

Besides, Nepalese drugs have very limited market in Nepal only.

Although being of high quality, Nepalese drugs are not being able to get
market share in neighbouring countries due to government irresponsibility.
Even if Nepali drugs manage to reach Indian market, the total price becomes
too high to compete with Indian drugs due to extra added price.

The total current annual medicine consumption is equivalent to NRs. 10
billions. Out of this only 32% demand is fulfilled by 40 local companies
which isvery low.

The major market share is captured by Indian drugs i.e. 65% of the total
demand and the rest 3% by Bangladesh and third countries.

Nepal ese producers are reluctant to increase supply or production of Nepalese
drugs to fulfill increasing demand despite high quality of drugs and potential
unutilized capacity. The main reason behind this is inappropriate export
policy of drugs and government negligence toward this sector.

In case government is unable to reform export-import policy Indian product
may expand their market further and Nepal ese pharmaceutical industries have
to suffer.

Nepal ese producers have to pay 5% custom duty, 2% surcharge and 13% vat
while importing packaging materials, laboratory chemicals and equipments
which contributesto risein cost of production.

Another major problem for Nepalese drugs in Indian market is inspection and
quality testing process which is as long as one year. Some drugs with shorter
life may expire during testing period. Even those drugs with longer life will
get less market.



1.3.2 Prospects

1. Around 70% of the medicines are imported from India and other countries,
Nepalese pharma companies have enough opportunity to snatch this huge
market share.

2. Nepalese companies have not been able to produce injectables yet which also
occupies a great market share. If injectables are introduced by domestic
pharma companies, the dominance of Indian companies will significantly
decline.

3. Now, the government is aso giving priority to this industry and thus making
policy to safeguard domestic pharma companies and restricting unethical and

substandard companies from India

1.4 Focus of the study

Nepali pharma industry is one of the growing industries in Nepal. It is in the process
of continuous advancement. Besides these Indian Products are dominating Nepali
pharma sector in so many cases. Another greatest challenge towards Nepali pharma
industry is the membership of WTO. As being a member of WTO Nepali products has
to compete with the other foreign products globally, which are highly technological
and may be cheaper in cost than Nepali products. In this critical situation, Nepali

producers have to centralise their efforts on capturing their local market first.

This study is mainly focused on how the pharmaceutical industry is shaping in this
kingdom. This study is also focused on identifying and analyzing the actual sales of
Nepalese, Indian and foreign companies as well as how the doctors, chemist and

consumers prefer different drugs produced from different countries.

1.5 Statement of the Problem

We know that even a superior product cannot be sold, if the advertiser fails to speak

about it. In the perfect competition market there are various similar types of products

10



available. At that condition not only the producers' efforts are sufficient, there may be

great roles of dealers, wholesellers, and retailers as well asthe local governments.

Among different industries existing in this country, the one that is prospering even in
this chaotic business environment is pharma industry. It is growing with significant
rate. Though domestic pharma companies have ample opportunities to grow just by
snatching the share of Indian companies, they are doing so in a slow pace probably
because of poor strategic planning and lack of proper market analysis. Particularly for
Nepalese companies, analyzing the status of market share is of utmost importance
because it gives ideas to explore the areas of opportunities that will contribute to
making effective market plan. Further, studying trends of grasping market share by
different market player gives Knowledge to set the short and long-term objective. The
market share doesn’t increase until and unless the consumers and supporters prefer the
product. So, identifying the taste and preferences of customers is aso equaly
important. The limited success of domestic pharma companies to grow is perhaps due

to the lack of effective market share anaysis.

1.6 Objective of the study

The objectives of the proposed study are as follows: -
1. To analyze the market share of Nepalese, Indian and foreign pharma companies
in Nepal.
2. To analyze the degree of preferences by doctors, drug sellers and consumers
towards Nepalese, Indian and foreign drugs.
3. To study how far Nepalese pharma companies are able to substitute the Indian
and foreign companies.

1.7 Significance of the study

This is the 21¥ century; we can say it the age of science and technology, each and

everybody all over the world all are concerned about their health. We are achiving the

11



sustainable development in the field of medical science. People in the past working as
a Dhami and Jhankri are now started preferring the doctors to their patients. Millions
of people over the universe are getting advantage through medical science directly or

indirectly.

The pharma industry is in a growing state in Nepal. There are enough opportunities
for domestic companies if they compete strategically. This industry, among others, is
comparatively doing well. Government is also having policy of protecting this
industry. Since, this industry is also contributing to the national economy; it is the
responsibility of all to protect it. This study will certainly benefit al the stakeholders
involved in this sector. This study will also help Nepal ese entrepreneurs to understand
the scenario of Nepalese pharma market that will further assist to formulate effective
marketing strategy. To some extent, this study will contribute to safeguard domestic

pharma companies and consequently helpsto uplift national economy.

1.8 Limitations of the study
As this is the study for the partial fulfillment for the degree of Masters of

Business studies, some of the limitations faced at the time of preparing this study are
listed below: -

i. Dueto the usual problem associated with limited availability of the recent
data, limitation of time factor and the difficulties surrounding the clear
determination of direction, despite the attempt to be methodologically
rigorous the result must be treated with afair degree of caution.

ii. The study provides a general overview on the overall situation on market
share of Nepalese and foreign pharma companies.

iii. The limitation of the data used for the study also needs to be considered. The
relevance of secondary data relies on the authenticity of publications.

iv. Random sampling has been undertaken to collect information from the

respondents.

12



1.9 Organization of the Study

The study has been organized under five chapters. Chapter one contains background
of the study, focus of the study, statement of the problem, objective of the study,
Importance of the study and limitation of the study. The second chapter is designed to
examine the review of related literature; especially the advertisement and it's
effectiveness on consumer behavior .Other relevant past studies also has been
reviewed. The third chapter describes the methodological aspects of the study. It
contains research design, population and sample, nature and sources of data, data
collection procedure and data analysistools. The fourth chapter incorporates the main
body of the study, data presentation and analysis. This chapter highlights the
objectives wise data presentation, analysis and interpretations. Mgjor findings of the
study are also presented in this chapter. Finally, a summary, conclusion and
recommendations are presented in this chapter five. In addition, an extensive

references and appendix are presented at the end.
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CHAPTER -2

REVIEW OF LITERATURE

This chapter deals with the literature of the previous study on advertising. Only few
numbers of studies are conducted in the field of pharmaceutical industry. This chapter
provides some conceptual theory of advertising and review of related topics. This
chapter provides different information about advertisement from various articles and
journals.

2.1 Theoretical Concept of Marketing

In this competitive era, marketing has entered a new dimension. Thisisthe era of
marketing. Every manufacturing organization needs to produce and market products
to achieve its goal. With increased consumer awareness due to globalization and I T
development, many new challenges have arised in the marketplace. Because of rapid
improvement in technology, the marketing logistics have totally changed the

marketing practice both at the domestic and international fronts.

Hence to survive in such dynamic environment an organization must be ableto
implement the modern marketing concept, organize the marketing department,
monitor and scan marketing environment and establish the information networks. It
should aso be able to plan, implement, evaluate and control marketing activities
balancing the interests of the organization, customers and the society. Thus strategic
planning and integrated implementation have not only become a demand of time but

also an indispensable aspect of the modern marketing.
Definition of marketing

Different individual and association have tried to define marketing in their own terms.

For instance, Prof. Philip Kotler has defined marketing as “a social and managerial

14



process by which individual and groups obtain what they need and want through

creating offering and exchanging products of value with others.”

American Marketing Management Association (AMMA) has defined marketing as
“the process of planning and executing the conception, pricing, promotion and
distribution of ideas, goods and services to create exchanges that satisfy individual
and organizational goals. Thus in brief, marketing encompasses all the activities
aimed at satisfying the needs of the customers through the exchange relationship to
achieve organization objectives with social responsibility in a dynamic environment of
the target market.

Increasing competition, changing customer want, declining sales, slow growth in sales
and increasing market expenditure are some reasons, which force organization to
adopt and embrace the marketing concept. As information is the lifeblood of
marketing to analyze marketing opportunities and threat and finding strength and

weakness of the organization, marketing research has great role in marketing.

According to Philip Kotler “Marketing research is the systematic design, collection,
analysis and reporting of data and findings relevant to a specific marketing situation

facing the company.”

According to American Marketing Association “Marketing research is the function
which links the consumer, customer and public to the marketer through information
used to identify and define marketing opportunities and problem, generate, refine and
evaluate marketing actions, monitoring marketing performance and improving

marketing as a process.

Thus marketing research is a direct result of adoption of the marketing concept by
business organization. Marketing concept gives more accurate understanding of
consumers need, preference and delivery of most want satisfying product and service

to the present and potential consumer. Competitive environment of the market has

15



forced most organization to give up “hit and trial” method for business and
encouraged them to adopt marketing research for better understanding of consumer,
competitors and micro and macro market forces. Thus modern marketing concept
emphasize on achieving organizational objective by marketing activities integrated
toward determining and satisfying customer need and target market. This new
philosophy of marketing need top management support, market intelligence system,
organizational restructuring, human resource development and appropriate marketing

mix.

Marketing Mix

Marketing mix is defined as the set of marketing tools that organization use to pursue
their marketing objective in the target market. These tools or marketing mix are
known as 4Ps: product, price, place and promotion which are interrelated i.e.; decision
in one element usually affects actions in others. The total marketing effort consists of
the design, implementation and evaluation of the marketing mix. Organization should
strike right balance between these 4Ps.

1. Product mix to satisfy consumer need, quality variety, branding, design (shape,
size, color), packaging.

2. Price — reasonable, discount in bulk buying too stockiest, allowance, terms of
sale.

3. Place — distribution channels-distributors, retailers. Physical distribution —
order processing, material handling, inventory management, transportation.

4. Promotion mix — advertising, sales promotion, public relation personal selling,

direct marketing.

According to American Marketing Association, “Marketing is the process of planning
and executing the conception, pricing promotion and distribution of ideas. Goods and
services to create exchanges that satisfy individual and organizational objectives.
“This definition has been widely accepted by academies and practitioners. However, it

has been highlighted in recent studies that practitioner of marketing view customer

16



satisfaction as the most important concept in a marketing definition while academies

view exchange as the most important concept in a definition.

"Advertising by word of mouth is probably the earliest form of advertising because
verbal skills were developed first. Advertising was given the commercial status the
day man enter into the process of exchange "(C.N.Santakki 1989, page: 25)

According to prof. Kotler,(2003) “Marketing is a social and managerial process by
which individuals and groups obtain what they need and want through creating and
exchanging products and value with others. “This definition of marketing has the

following implications: -

The starting point for marketing lies in human needs and wants:

People satisfy their needs and wants with products

Product choice is guided by the concepts of utility, value and satisfaction i.e.
and individual will choose and product that will produce the most utility per
rupee spent and maximize value and satisfaction.

Marketing emerges when people decide to satisfy needs and want through
exchange and for successful exchange there is a need for marketing There is
no unanimous definition of the term marketing, different writes have defined
the term marketing in different ways. However it has been defined by some
authorities that marketing is that field of study which is closely associated
with the production of want satisfying goods or services in the interest of both

the producers and consumers.

It has been emphasized that marketing is one of the important economic activities like
other important activities such as production and consumption. The questions of
marketing arise before the production of goods and services and ends after the
satisfaction of the consumers want but the real activities of marketing starts after the
production. Marketing focus on making the product available at the right place at the
right time and at a price that is acceptable to customers and on informing customersin

away that helps them determine if the product is consistent with their needs.
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Function of marketing deals with those business activities that move the goods and
services in a market. To sell its product every company should involve in following
activities (S.A Shrelekr, 1998).

Marketing research

product planning and development

pricing

promoting

selecting channel of distribution

physical distribution

In addition to the above-mentioned activities marketing should also study the external

factors, which after to the smooth flow of the goods in the market

Marketing in Nepal

The marketing philosophy has not been well adopted by most organization in Nepal.
The industrial sector is in a developing stage. Although the role of services and
production has been growing in the recent years, marketing has remained fragmented
due to the topographical diversity, poor transport and communication facilities.
Although public sectors remain dominant in Nepalese economy, the private sector is
developing. The advent of global companies has resulted in the transfer of basic
marketing skills, capital and technology. It is high time for Nepalese enterprises to
adopt modern then to concentrate on traditional production and selling concept. This
new concept is gradually emerging as a part of the management philosophy for
meeting the marketing challenges of 21% century.

2.2 Review of related studies

1. Drug: - Drug isasingle active chemical entity present in the medicine that is useful
for diagnosis, prevention, treatment or cure of diseases. WHO (1996) has given a

more comprehensive definition as “Drug is any substance or product used or intended
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to be used to modify or explore physiological system or pathologica states for the

benefit of the recipient.”

Similarly, WHO has defined health as “a state of physical mental and social well-

being and not merely the absence of disease or infirmity.”

2. Essential drugs. - Essential drugs are those that satisfy the health care need of the
majority of the population. They should be available al the time in adequate amount
and in appropriate dosage forms has sorted out the list of essential drugs (EDL) in
drug bulletin. This EDL is first approved in 1986. EDL is revised 3 times. Recent
revison was done in 2002. EDL is based on WHO model list. However, in Nepal
EDL is made to suit Nepalese condition.

3. Pharmacy: - Pharmacy isthe 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.

4. Pharmacology: - Pharmacology is derived from Greek word “Pharmakone” which
means study or knowledge of drugs mostly that are relevant to effective and safe use
for medicinal purposes. It deals with history, sources, physica and chemica
properties, biochemical and physiological effects, mechanism of action, absorption,

distribution, biotransformation, excretion and therapeutic use of drugs.

5. Phar macopoeias
“Pharmacone” means drugs and “pio” means compounding. These are authorized and
official books, which are published by authorized bodies under some laws and

government 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
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preparations, and authority that publishes pharmacopoeia has backing of respective

government.

The relevant information is outlined in the form of monograph as under: -
Name and source of drugs
Molecular formula
Structural formula
Solubility
| dentification methods
Methods of preparation
Dosage form
Methods of standardization
Assay or bioassay
Preservation and storage

Dose and therapeutic dose range etc.

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 developed own pharmacopeias but United Stated Pharmacopoea
(USP), British Pharmacopoeia (BP), Indian Pharmacopoeia (IP) and European
Pharmacopoeia (EP) are most commonly followed in Nepal. Recently Nepal has
developed Nepalese National Formulary which contains the information on drugs on
dailly use, exclusively and commonly used in the country. As the pharmacopoeias
contain rules and regulations which control the quality, potency and standards of
purity or drugs, therefore the pharmacists and drug manufacturers are officially bound
to follow the rules and regulations in manufacturing their preparations conforming to
USP, BPor IP.
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2.3 Health servicein Nepal

Nepal is one of the poor countries with total population of around 25 million and
births and mortality rate 32.5 and 9.3 percent respectively. These rates are very high
as compared to those of developed countries as US, Australia, Great Brirain and even
other developing countries. The life expectancy of Nepal is 59.7, which is too low
compared to European countries. Per capita income in Nepal is $225, which is not
satisfactory. Among total expenditure of HMG Rs. 34523 millions, Rs. 1325 millions
isin health sector which is almost 3.8% of the total expenditure. However, the result is
definitely not at all satisfactory.

These data indicate the pathetic condition of health sector management in Nepal.
Hence, the integrated effort of NGO, INGO, Private and public sector is very
important to uplift the standard of heath care in Nepal. In addition we must efficiently
utilize the donation provided by internationals as WHO, UNICEF, UNFPA, EC, JICA
etc. which is amost 3 times of expenditure to Nepalese government. Nepal health
service consist of mainly 3 components-producer, doctors and consumers. These days
people are looking for fastest cure and prevention of disease due to fast pace of life.
The consumer’s need is satisfied by the supplement of modern medicinei.e. allopathic

medicines. Thus medicine has become the most essential part of life.

2.4 Nepalese Pharma I ndustry

August 27, 2004 will probably be remembered as the most important day in the
history of the Nepali Pharmaceutical industry. On this day, five companies out of six
that had applied were awarded with certificates for Good Manufacturing Practice
(GMP) as per guidelines set by the World Health Organisation (WHO). The awarding
of these certificates was based on stringent inspections and comprehensive audits in
October 2003, March 2004 and finally on August 2004. The five recipients of GMP
certificates that year were Birganj based Nepal Pharmaceuticals Laboratories (NPL),
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National Healthcare and Quest Pharmaceuticals as well as Kathmandu based Deurali

Janta Pharmaceutical Laboratories and Omnica Laboratories.

The recently awarded GMP certificates have to be renewed at a prescribed duration. In
the meantime, if the manufacturing site is no more considered to be in compliance
with GMP, it can become invalid. GMP requires companies to follow exact guidelines
right from the establishment of infrastructure to manufacture, packaging and
distribution. Strict quality control as well as rigid documentation is required at every
stage.

According to the WHO expert committee on specifications for pharmaceutical
formulations, “Good Manufacturing Practices for pharmaceutical products (GMP) is
that part of quality assurance which ensures that products are consistently produced
and controlled to the quality standards appropriate to their intended use and as
required by the marketing authorization. GMP rules are directed primarily to
diminishing the risks, inherent in any pharmaceutical production that cannot be
prevented completely through the testing of final products.”

GMP requirements include clear definition and systematic review of all manufacturing
processes, validation of critical steps of manufacturing process as well as any
significant changes in process, trained and qualified personnel, adequate premises and
suitable equipment and services. Use of correct materials, containers and labels,
approved procedures and instruction, suitable storage and transport as well as
adequate |aboratories equipment for in-process control also come under GMP
guidelines. In addition, GMP also requires manufacturers to have clear-cut
instructions and procedures applicable to the facilities provided, documented records
during manufacture as well as of distribution, proper storage and distribution, an
available system for product recalls and examination and investigation of any

complaints.

Other companies have also applied for certification and almost all are upgrading
manufacturing facilities to GMP levels. The year 2007 (2064 B.S.) has been set as the
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deadline for all companies to attain GMP standards at the end of which time, those
failing to comply, will be allowed to function only as repackaging units. Of the 40
industries in operation in the country, it is expected that a few whose financial
condition may not allow them to make the substantial investments necessary to
upgrade facilities as required, most will have received GMP certificates by 2007.

This is especially true for the newer industries since their infrastructure has been built
keeping recent GMP regulations in mind. As for the older facilities, those that have
acquired significant market share and those that have betterliquidity, are no doubt in
the latter stages of fulfilling GMP criteria and will soon be applying for certification.
Hukam Pharmaceuticals is reportedly undergoing the final stages of GMP audit. The
Department of Drug Administration (DDA) has already extended the deadline by one
year, as per Pharmacist Gorkha D.C. at the DDA. “Previously the deadline was 2006
(2063).”

Whatever the case may be, it is inspiring to see that a critical section of the country’s
economy is making progress. Particularly, encouraging fact is that people can expect
to get medicines manufactured in their own country that is safe and no less efficacious
than those of other countries. Besides, in these troubled times, pharmaceutical
manufacturers are providing a significant number of employment opportunities. Nepal
pharmaceutical Laboratories has 150 employees in its work force and DJPL has 154
employees out of which 10 are pharmacists, three are analysts, 22 are marketing
personnel, 22 are administrative staff, 60 are skilled and highly skilled workers and 35
are unskilled workers. No doubt it has been a synergy of effort between the industry

and the DDA that has resulted in such a promising scenario. (Shrestha, Amar Bahadur; 15
Dec 2004-14 Jan 2005; “The Boss”)

2.4.1 Pharmaceutical Market in Nepal
Today there are 40 pharmaceutical companies all over the country manufacturing
various formulations and some 3496 brands. Another half a dozen companies will

probably come into existence in the coming year.
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Asfar asthe total market of the country is concerned there are differences in estimates
among different sources. This obvioudly is due to the fact that many companies, for a
variety of reasons, are reluctant to disclose their true sale figures. According to DDA
authorities, the present market for drugs is estimated to be roughly Rs. 300 crores, i.e.

about 30 percent of the total market.

According to Radharaman Prasad, senior administrator at DDA, sales recorded in
1999/2000 was Rs. 590.7 crores with growth of 18.8 percent. According to DDA
records, 237 Indian companies operate in the country with 5197 registered brands
besides the 3496 brands registered by 40 Nepali companies. This potentially
favourable ratio implies a hopeful gap in the market yet to be substituted by local
brands. It is obvious that drugs manumactured in the country have gained wide
acceptance from the primary customer: doctorsts, as well asfrom end users, that is,
the patients. Certainly, the recently awarded GMP certificates will further enhance

consumer confidence and naturally, increase turnover.

No doubt it has taken some time to reach this point and for this, pioneering companies
like Chemidrug, RDL, NPL, Lomus and others have to be thanked. At the same time
one mustn’t forget that around the 1980’s, production of bottled saline water had
started to take off in abig way with full-fledged production in four such industries.
But with the advent of later regulations aimed at improving quality, bottled saline
production fell drastically and two industries closed down soon after. Factorslike
newer packaging (PVC containers as opposed to glass bottles) resulted in the need for
different bottling techniques making investment in new machinery mandatory. This
coupled with price reductions in bottled saline imports probably contributed to some
manufacturers deciding to call it quits. At present only RDL and Vijaydeep

Pharmaceuticals are producing bottled saline.
A similar situation exists at the moment with the new regulations that has made GMP
mandatory by 2007. It is quite possible that some industries with low turnover/poor

cash reserves but high investment requirements to attain GM P standards may opt to
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close down in the future. Simca Laboratories, which isin the final stages of
upgradation of infrastructure, says they have had to make additional investments of at
least Rs. one crore. That iswhy concerned authorities, especialy DDA, must take a
realistic overall view in order to ensure the continued progress of all manufacturers.
Pharmacist, Gorkha D.C. has an interesting observation to make, “Now our work will
become easier since with the new regulations, companies they have started to become
more conscious thereby sharing the responsibility to maintain quality standards. After
all, enhanced reputations after receiving GMP certification will be at stake.”
Mukendra Singh, national sales manager at DJPL, agrees, “Definitely, our

responsibilities have increased a lot.”

2.4.2 M ar keting M ethodology

Among the pioneers it should be noted that Nepal Pharmaceutical Laboratories (NPL),
established in 1987, is generally credited with promoting locally made drugs in a more
professional manner. That is, by promoting their products to doctors and chemistsin a
more aggressive way as well as by planing more modern methods in marketing.
Before that, companies like Royal Drug Laboratories (RDL) and Chemidrug while
they produced essential and OTC (over the counter) drugs, were less proficient in their
marketing efforts. In fact during earlier years, RDL had not felt the need to actively
promote its products as it had been receiving preferential treatment in the supply of
government tenders for pharmaceuticals. As a result, RDL’s turnover reportedly had
soared to almost Rs. 12 crores a decade ago. However, with more open market
systems coming into play RDL lost its preferential treatment in government business
and this, added to bad management practices and poor marketing, has resulted in the
company showing losses for many years. Now and the company’s turnover has
reportedly dropped drastically.

Turnover figures of leading Nepali companies show a healthy growth. For instance,
latest figures by ORG (an international market survey group) indicate growths of 38
percent, 18 percent and 29 percent respectively for Lomus, NPL and DJPL in
2003/2004. Lomus Pharmaceuticals, not yet a recipient of the GMP certificate,
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nevertheless has a big share of the market due to its effective marketing techniques
and large range of products. Eeven in this prevailing unpredictable political and
economic situation for so long, pharmaceutical companies are still managing to grow

positively unlike most other industries in the country.

Companies have become more aggressive in the market with increasing numbers of
medical representatives in their sales force, ensuring wider coverage, and with newer
marketing strategies including better presentation methods and tools besides well
planned visiting schedules. Medical Representatives are also being given better in
house and field training and their efforts are being awarded with lucrative incentive
schemes. Rapid increase and diversification in product range is also a key marketing

strategy being adopted by most companies.

Besides this, companies are making efforts to have closer rapport with concerned
professional like doctors, chemists and medical students by sponsoring medical
student scholarships, doctor and intern meets and medical symposiums as well as by
participating in functions involving those concerned with the trade. DJPL’s Mukendra
Singh says, “We have had a scholarship scheme for medical students for quite some
time now. We provide scholarships to five students at graduate level studies and one
scholarship at postgraduate level. These are based on recommendations from Nepal
Medical Students’ Society and Nepal Medical Association respectively. We are also

willing to fund medical research in the future.”

Companies like NPL and DJPL have aso established their own in-house market
support divisions with qualified pharmacists in the ranks. Pharmacist, Jyoti Adhikari
heads the Market Development Division at NPL and says, “Our job is to provide the
sales force with the newest scientific data and information concerned with recent
developments in pharmaceuticals. They in turn disseminate such information to
doctors. We aso conduct periodic trainings and prepare promotional material in line
with the needs of the market.” Besides, many companies have now sub divided their

companies into a number of divisions, each division responsible for the marketing of a
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specific number of products. Strong distribution networks all over the country are aso
playing a significant part in local companies’ success. NPL has 63 distributors all over

the country.

2.4.3 Competition

Local companies’ success has to be especially appreciated because they are operating
under difficult circumstances where marketing efforts have been curtailed in many
parts of the country due to the ongoing violence. Also not only do they have to
compete among themselves, but also with the 237 Indian and Multinational
Companies (MNCs) who have had full fledged marketing operations as well as
established brands in Nepal for along time. Although asmall country, Nepal’s market
Is said to have a high brand per capitaratio with atotal of about 8693 brands whichis
said to be higher than neighbouring countrieslike Sri Lanka and Bangladesh. The
situation is such that one type of medication, for example, the antibiotic Amoxycillin,
may be available in as many as a dozen brands in the market. Similar is the case for
many other antibiotics and OTC drugs like vitamins, painkillers and gastro-intestinal

medi cation.

An excessive number of similar brands often lead to problems of substitution, i.e.
chemists substituting a prescribed brand in preference of another that might be more
profitable to them. This has obviously resulted in cut-throat tactics by companies,
leading to unhealthy and unethical competition such as under-pricing, attractive bonus
offers and substantial gifts to not only retailers but also to doctors. However,
according to pharmacist, Gorkha D.C. of Department of Drug Administration (DDA),
“There is now a decline in number of imported brands because of tougher regulations,
and on the contrary, an increase in domestic brands”. Attempts are also being made to
control manufacture and imports of brands that are already available in excessive
numbers in the country. At the same time Mr. Umesh La Shrestha of Quest, have a
different view, “Having a large number of brands is not a major problem. We are
capable enough to compete in any scenario. Besides, controlling the number of brands

does not confirm with the spirit of liberalization.”
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2.4.4 Therapeutic Groups

Since antibiotics (or anti-infectives), respiratory (including cough medicines),
vitamins/minerals (including multivitamins, iron and mineral supplements), gastro-
intestinals (including anti-diarrheal's, digestive enzymes, antacids) and painkillers
(including analgesic, anti-inflammatory, anti-pyretic) constitute more than 50 percent
of the total marke, it is not a surprise that many companies have them in their product
range. Asit is, many of the older companies, particularly Indian companies and
MNCs, were founded on such products that were once their research products and
only later on because of huge popularity, became over the counter (OTC) drugs. Even
now, a substantial part of their turnover is dependent on such drugs. For example,
when the popular anglesic, Novalgin and the equally popular antispasmodic, Baralgan
of Hoechst Pharmaceuticals (now aventis) was banned some years ago due to reports
of adverse side effects, the company’s sales in Nepal was affected to a significant
extent. According to industry sources, DDA is seriously thinking of banning sales and
manufacture of general cough preparations (said to be of doubtful use), aswell as
curtailing sales and manufacture of vitamins (which doctors say is being

inappropriately over used).

Local companies who have made it good also have to thank their volume builders like,
in Nepal Pharmaceutical Laboratories’ (NPL’s) case, the anti-inflammatory/ analgesic
Brucet and the vitamin, Vital, and in DJPL’s case, iron preparations like Ferofolic and
the vitamin, Fortiplex, Lomus’s D-Cold and Lomoplex are some of their major
volume builders. National Headth care’s major sales volumes come from its
Amoxicillin range, Nemox, as well as from its Paracetamol, Niko, Not too long ago;
many companies’ main bread and butter were such OTC formulations. With high
growth and healthy cash flows, these and other leading companies have diversified
their range significantly. And even though their popular OTC brands still continue to
be maor volume builders, a company like NPL that once depended to a large extent
on a few such formulations for its maintenance, has now almost 150 brands covering
10 therapeutic groups. In fact today its calcium channel-blocker Amlod is among the

leaders in cardiac therapy medication and is widely prescribed by doctors all over the
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country. National Heathcare has 115 brands according to marketing director
Radheshyam Mahato and has recently launched Amimide, a potassium sparing
diuretic.

Similarly, DJPL has impressed a leadership position in anti asthmatic medication with
its Beta 2 range, and has 77 other brands covering eight therapeutic groups. DJPLwas
also among the first to introduce an antioxidant, called Careage. Many of the local
companies are manufacturing newer antibiotics like third generation Cephal osporin as
well as the latest Macrolides and Fluoroquinolones besides, of course, older
antibacterial like Ampicillin, Amoxicillin and Tetracycline. It should be noted here
that antibiotics command higher per unit prices and therefore contribute substantial
volume to company turnovers. According to Radheshyam Mahato, marketing director
of National Healthcare, a major part of the company’s turnover comes from its sales

of its Amoxicillin range, Nemox, and Para-cetamol, Niko.

It is also worth noting that some companies like Asian and the two-year-old Quest
have, right from their foundation, decided to walk a different path and manufacture
mostly specialty drugs like cardio-vascualrs, anti-diabetics and psychotropics. Quest
has 40 brands in nine therapeutic groups and manufactures cardiovasculars like
Mylod, anti-diabetics like Metfor and cholesterol lowering drugs like Bezafibrate.
According to Umesh Lal Shrestha, CEO of Quest, “We have plans to further introduce
arange of drugs that are not me-too products.” No doubt it is a good strategy to shape
one’s niche in the market, lack of qualified prescribers in rural areas and poor
economy does congest such companies’ ambitions and they too have realized that a
few OTCs are needed in their stables.

According to CEO Mahesh Pradhan of Omnica Laboratories, market size has never
been that important to them, “We do not have many brands but most are prescription
drugs. We would like to stress on quality and not quantity.” In fact, according to him,
“Even when GMP requirements were not spelt out, we had already installed an AHU

(Air Handling System), one of the major infrastructure requirements for GMP.”
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Shrestha is proud of the fact that it was due to ethical marketing that he could show
profits right from the third year of operations. Perhaps high margins that are inherent

in sales through prescriptions drugs allow him to be complacent about market size.

2.4.5 Market Data

As far as market data is concerned, in the absence of any competent reporting
organization in the country, one has to rely on professional data collecting agencies
from outside Nepal such as ORG which is a leading market research group in India.
Data from such organizations, even if they are capable and well trusted in India,
cannot be said to be foolproof in Nepal’s context, keeping in mind the difficulties of
the task demanded. As Umesh Lal Shrestha of Quest says, “ORG reports do not reflect
the true picture.” Of course, it is better to have something rather than nothing at all. At
the same time, if ORG figures are anything close to the truth then it contradict al
claims by concerned authorities about the total market size being what it is, and
should be an eye opener for al concerned, including the need for more active

measures and caution in collection of data

According to ORG reports (2003/04) Lomus, NPL and DJPL hold the first three
positions in the Nepali market with sales of Rs. 11.1, Rs. 10.0 and Rs 9.4 crores
respectively. National Healthcare with sales of Rs 7.2 crores isin sixth place, up from
eighth place a year ago. It must be mentioned here that National Health care, a recent
entrant in the market has been reportedly showing very fast growth that is
exceptionally good by any yardstick .Their outstanding success is attributed to a large
product range coupled with an innovative marketing strategy .Other in the top twelve
are Indian and Multinational companies { MNCs} Like Aristo (Rs. 8.9cr), Dabur
{8.4cr} Knoll (Rs. 6.8cr), Ranbaxy (Rs. 6.4cr), Nicholas (Rs. 5.7cr), Alkem (Rs,
5.6cr), Aventis (5.1cr) and Cipla (4.8cr).

Many in the industry are skeptical of the above figures because, as Mahesh Gorkhali,
marketing director of NPL, says, “It is difficult to get the correct picture since

companies do not want to reveal their true sales figures for a variety of reasons.”
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Apparently, those with high turnover are wary of tax authorities and those with low
turnovers would like to display inflated sales to enhance their reputation. He adds,
“The top five Nepalese companies each probably will have from Rs. 15 croreto Rs 21
crore in sales this year.” Radheshyam Mahato of National agrees, “Yes the top two
Nepalese companies have sales exceeding Rs. 20 crore each while the other three in
the top five should have about Rs. 14- Rs 15 crores each.” According to Umesh Lal

Shrestha of Quest, “Our turnover should be around Rs. Five crores this year.”

According to Naresh Shrestha, marketing manager in the Nepa Pharmaceutical
Laboratories, “The top five Nepali companies are NPL, Lomus, DJPL, National and
GD Pharmaceuticals, and their combined sales should be around Rs. 90 crores.” His
statement perhaps supports with the figure expounded by DDA authorities stating that
the Nepal pharmaceutical market is worth at least Rs. 1000 crores and that Nepali

companies account for 30 percent of that.

Among the therapeutic groups, again according to ORG reports, anti-infectives
(Rs.67.4cr), respiratory (Rs 26.6¢r), vitamingminerals (Rs. 25.4cr), gastro-intestinal
(Rs. 25.4cr) and painkillers (Rs. 18.7cr) contstitute a major part of total turnover.
Others like cardiac, dermatological, gynecological, anti-allergic, anti-diabetics and

psychotropic, etc....constitute the rest.

2.4.6. Market Size Comparisons

According to industry sources most pharmaceutical manufacturing units in the country
are operating at less than 40 percent of their capacity. In 2007, DJPL’s utilized
capacity was 40 percent. The small size of the market does place a strain on
economics of scale. To get a better perspective on thisissue it should be noted that the
market in Indiafor many multinationals is generally one percent of their worldwide
turnover and the market for the same multinationals operating in Nepal is one percent
of their sales in India. For example, Aventis’s all India sales was Rs. 536.7 croresin

2007/08 compared to Rs. 5.1 croresin Nepal. With Indian companies too, the same
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yardstick applies. Ranbaxy had sales of Rs. 920.7 croresin India compared to Nepal

sales of Rs 6.4 crores.

Looking at the large size of India’s population it does seem surprising that MNC’s
Indian sales account for only one percent of their worldwide turnover, but one must
also consider that due to government control on essential drug prices, Indian drugs are
among the cheapest in the world. Nepal’s population of almost 2.5 crores also cannot
exactly be caled small if we are to compare this with many countries in Europe.
However, poor economy, poverty, less than idel health services and relative isolation
of many regions within the country forces one to conclude that the full potential of the
market is yet to be tapped.

2.4.7 Export Potential

With the domestic industry becoming increasingly competitive in relation to imports
and recent technological progress as evidenced by the awarding of GMP certifications,
there is widespread belief that Nepali companies will nhow be able to market drugs
abroad. At the present moment however, this optimize should be taken as just that
because one must remember that the worldwide pharmaceutical market is among the
most competitive amongst all industries. Even in Nepal, DDA does not allow outside
companies into Nepal if they do not have WHO-GMP certification, a law that was not
there until a few years ago. One must keep in mind that in some countries it is not
mandatory that manufacturers have WHO-GMP, instead opting for other kinds of
GMP such as ASEAN-GMP in Maaysia.

As far as exports are concerned, according to pharmacist Gorkha DC at the DDA, “No
Company has as yet applied for CCP (Certificate of Pharmaceutical Product moving
in International Market) which is a necessary requisite for exporting medicines”.
Some years ago, Nepa Pharmaceutical Laboratories (NPL) did make attempts to
penetrate the Indian market by exporting five brands worth about Rs. one crore to
India. The long delays in having their products analysed by concerned Indian

authorities (sometimes even as long as nine months), led to many of their products’
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shelf life being reduced to near expiry period levels. Here one must understand that
drugs on an average have an expiry period of three years and some like antibiotics and
vitamins, only 1.5-2 years. And then there is the added fact that retailers are free to
return drugs when the expiry period left is less than six months. Such proplems

probably resulted in NPL discountinuing their pioneering efforts.

One should of course not be pessimistic and one mustn’t underestimate the
competitive ability of Nepali pharmaceutical industries but according to Mahesh
Gorkhali “It would be more redlistic to first gain more of domestic market share by
gradually replacing imported brands with domestic ones”. Of course this in itself is a
big chalenge because foreign companies that are active in the Nepalese market
operate from a very strong base. This is especially true for Indian companies who
have much larger economics of scale to play with, the Nepal market being only a
small part of their overall turnover in India. Besides of course, they do have a number
of established brands. However, Gorkhali is confident about gaining increased ground
domestically and says, “NPL was the first company in Nepal to produce cardiac,
diabetic and drugs for neurological disorders. We were also the first to export. Now

with GMP, we will definitely increase our market share dramatically.”

DJPL on the other hand have set up an export division and according to Mukendra
Singh, National Sales Manager, “We are looking at markets like Africa, CIS countries
and Latin America.” He is of the opinion that the Indian market is a tough not only
due to its strong domestic industry but also because of long bureaucratic delays in

procedures.

According to Quest’s Umesh Lal Shrestha, “The government’s attention towards this
industry is nil. There is no initiative at all from their side towards developing and
promoting an export market for pharmaceuticals. Things like export incentives and
sending delegations abroad to explore markets just hasn’t crossed the government’s

mind.”
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2.4.8 Future Plans

Besides exploring markets abroad, domestic industries are now feeling the need to
diversify further by investing in production of sophisticated formulations like
injectables and vaccines. This is one very important area where domestic companies
can really contribute to the self-reliance of the country, but because the manufacture
of such formulations requires extremely high investments, it is possible that many will
not find it feasible as a business venture. Presently, one company in Dharan, Shiv
Pharmacuticals has been manufacturing injectables for some time now but it is yet to
be seen how the mandatory requirement of GMP by 2007 affects this company.
According to Mukendra Singh of Deurali Janta Pharmaceuticals, “Up-gradation of our
manufacturing facilities is ongoing and we also have plans to manufacture injectables
in the future.” In the meanwhile, NPL and National started entering into the process of
setting up injectable plants and have already started construction of new buildings.
According to Radheshyam Mahato, marketing director of National, “We are
constructing a 30,000 square feet injectable plant which should be operational by next
year. This is in addition to the existing 32,000 square feet infrastructure we already

have. The new plant will cost us Rs. 10-11 crores.”

2.4.9 Government Policies

While on the whole, DDA’s supportive role has to be appreciated as far as policies for
this industry are concerned, the industry does have a few complaint. For instance,
while the duty levied on raw materials is only one percent, duties on packing
materials, laboratory chemicals and equipment are reported to be much higher. It is
Five percent customs, two percent surcharge and 13 percent Vat but import of finished
products attracts only 5 percent. As almost all of the main raw materials as well as
many packaging materials (for instance, bottles) have to be imported, the higher
custom duties do have an effect on competitiveness of local industries. At the same
time the industry should be thankful that there are no price controls like in India, but
of course, because they have to compete with their Indian counterparts, market forces

are in power while pricing.
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One area of concern now and in the future is the risk of counterfeit drugs finding their
way onto chemists’ shelves. This is very real and clear danger keeping in mind the
fact that extremely large instance of counterfeiting has been discovered in India,
eapecially in adjoining states like Bihar and Uttar Pradesh. Because the production of
identical packaging is quite easy nowadays, one cannot be too careful in this matter
and surely this is a major area of concern to not only manufacturers and authorities,
but to patients as well. This responsibility and challenge lies heavy on the shoulders of
DDA (The Boss; 2006:38-46).

2.5 Related Study in Nepal

This study is not the only study in the area of Pharma sector. However, very few
studies in this area had been conducted. The magor important two studies are as

follows:-

A study has been done by Shrestha, Gopu (2001), entitled “A study of attitude among

medical practioners (Doctors) towards National Pharmaceutical Industries.”

The special objectives were asfollows: -
To find strength and weakness of national pharmaceutica products
(Medicine).
To find out the factors affecting to prescription of national drugs.
To find out doctors attitude toward national pharmaceutical products &
industries.
To collect doctors recommendations and their preference to compete with

foreign industries.

Major Findings of the study
1. Easly Accessibele isthe mgor strength of national products, which is a vital

part of marketing mix (4Ps) because there is no any alternative of using such
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medicine and if this strength is not available there is more chances of
subsititution with more profitable medicine for chemist.

Medicine is totally depends on its quality and its strength to cure deseases,
and this is only possible if doctors believe that national drug has same
capacity as imported. Because research found that Nepalese products are
creating goodwill on reliability and effectiveness, thisis a positive aspect for
national industries. The situation of finding 30-35% doubtful drugs from
imported drugs doctors may choose national drugs as a substitution, because
thiswill be ultimately a good opportunity for national industries.

Doctors believe that nationa industries are trying to hire professional
pharmacists for quality production, which finally leads doctor’s confidence
on quality production from National Industries.

Doctors are less confidence that Nepalese companies are following Good
Manufacturing Practice (GMP) standard; this is may be due to lack of
resources, infrastructure or competencies among entrepreneurs marketing
strategy.

Magjor weakness of Nepalese products that they were produced without using
latest technology. Because using of latest technology is more reliable than
traditional system.

Produced goods were not packed in scientific ways which preserve their
strength for long timei.e. attractive packaging is not available.

Nepalese products are marketing like commercial products such as
toothpaste, soap etc. which is the major drawback for medical field because
too much commercial strategies leadsto inferior quality, ultimately failure.
Doctors recommend government to formulate appropriate policy and
effective implementation. The effective controlling system not only
discourages commercial pharmaceutical industries but also help to promote
professionalism.

Strengthen quality control componements such as Department of Drug
Authority and Royal Drug Research Laboratories (RDRL). RDRL
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10.

11.

12.

13.

14.

15.

Controlling of quality and effective monitoring system is the best way to keep
the health management system more sound.

Policy makers are aso harassing Nepalese Industries because they are
benefiting from personal benefits. This may be due inappropriate monitoring
system because according to policy national industries must get first priority
but big procurement tender mostly fall in the hand of importers.

Doctors feel that policy makers still not convinced that Nepalese companies
are able to produce quality as imported drugs. This may be policy makes own
intuitions but this factors also pointed towards manufacturers that they are not
able to convince them they are excellent.

The demand of pharmaceutical producers association (APPON) to limiting
various brand drugs, does not feel importance to doctors because doctors
feels that these factors does not affect to prescribe national products. But if
this is the issue for national development and to discourage illegal trade it
may fine with them.

Doctors recommend Nepalese companies not to compromise in quality even
in any cost and situations because they feel that excellence to quality
ultimately give alot of benefits.

Doctors feel that good packing, good detailing (describing of medicine’s
features) not only the best way of marketing products but also to convince
doctors regarding maintains of excellent quality. Because if Nepalese
companies able to show evident or proof that they are following recognized
pharmacopoeia and GMP standard, it would be a one step ahead to build
condidence among doctors.

Doctorsfeel that if companies will produce fewer items it may drives them to

excellent quality, because they only go with specialized on such item.

Another study had been done by Pakwan, Karuna (2003), entitled, “A study on the

present status of DJPL and its marketing”. Mgor objectives of the study were as

follows:-
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To find out the present status of DJPL.
To find out the marketing stratigy of DJPL.
To analyse the Nepalese doctors as well as wholeseller and retailer’s attitude

towards Nepalese drugs.

Major Findings of the study
From the study of doctors’ response to the questionnaire prepared, it is
observed that the doctors have favorable attitude towards Nepalese drugs as
regard quality as per WHO standard.
The presence of innumerable substandard brands can hardly confuse
professiona doctors who are quality conscious. However, there are unethical
marketing practices, drug substitution with substandard brands, pushing
strategy by some retailers, which should be penalized.
Such practices can not only hamper national drugs industries but also spoil
the reputation of the responsible and noble profession. Therefore emphasis
should be given to train the medical representatives as well as retailers about
the quality products and their effects as they are the ultimate promotional
tools.
Nepalese pharmaceuticals have come along way in the last few decades.
However there is ample scope to fulfill drug demand inside the nation as well
as outside the nation provided that they maintain the quality as per WHO
GMP standard.
Government should provide instituational support to the Nepalese
pharmaceutical industries to compete with the foreign pharmaceutical
industries in the global market.
In the present context, when Nepal is striving to get the membership in WTO,
the integrated effort from government, NGOs, INGOs, public as well as
private sector drug manufacturers helps to make our position strong in the
target market.
The study of the response of the producers emphasize that Nepalese

producers are committed to the production of quality drugs as per WHO
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GMP guidelines. Nepal ese doctors are not getting enough motivation in terms
of gift and benefit from the national pharmaceutica companies as compared
to that offered by the foreign companies.

Since, thisis the age of marketing, national pharmaceutical companies should
use promotiona tools more efficiently to motivate and train the medical
representatives to impart scientific knowledge to the doctors and present them
gift and benefit for their valuable condition.

The increasing unhealthy competition in the target market may severely
hamper domestic pharmaceutical industries. Since the consumer are price
sensitive and are unaware of the quality and brand, they are being highly
exploited by the confusing substandard brands prevalent in the market as a
result of inefficient monitoring system and open border.

There is lack of long-term vision in government policy. In fact, there should
be more custom duty imposed on the import of finished foreign drugs while
less tax imposed on the import of raw materials in order to support domestic
pharmaceutical industries. However, the redlity is just opposite.

Hence it is high time the policies need amendment with the demand of
changing time. All the producers unanimously agreed the fact that Nepalese
pharmaceutical can certainly attain self-reliance in the essential drugs
manufacture.

Some producers were even optimistic about bright future of the nation by
expanding the export to the foreign market. This needs serious thought from
the government especially at the present context, when Nepal is striving to
get WTO membership, in order to reap National income from the potential
global market by healthy competition in the liberal economy.

Thus the condumer survey indicates that DJPL is the pioneer Nepalese
Pharmaceutical Industry in Nepal at the market scenario.

Nepalese consumers are observed to be well aware of the importance of
doctors’ prescription, rational use of drugs and unethical marketing practices
by the retailers such as drug substitution. However, they are observed to be

price sensitive and unaware of expiry date. Hence due to the unhealthy
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competitionsin Nepalese market, they are often exploited and manipulated by
pushing strategy from the retailers.

Hence, consumer awareness of quality, well-reputed brand and expiry date is very

important for the prosperity of the Nepalese Pharmaceutical industry.
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CHAPTER- 3

RESEARCH METHODOLOGY

Research methodology is a way to systematically solve the research problem. It
facilitates the research work and provides reliability and validity to it. Research
methodology employed in this study is presented below. In this chapter efforts have
been made to present and explain the specific research design for the purpose of
attaining the research objectives. It includes research design, nature of data, data

gathering procedure, population and sample and data processing procedures.

3.1 Research 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 is atype of survey study whichis
generally conducted to access the opinion behaviours 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.

3.2 Nature and Sour ces of Data

To collect the relevant information for this study, primary and secondary sources are
used.

a) Primary data are collected through personal interview and questionnaire
methods from various respondents like doctors, super-stockiest, stockiest,

chemists and medicine dispenser. Every 10 doctors, chemists and
consumers are asked 10 questions each and data are collected based on their
answers.

b) Secondary data are collected from the following sources: -
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Department of Drug Administration (DDA)

Central Bureau of Statistics (CBs)

Department of Customs

Association of Pharmaceutical Producers of Nepal (APPON)
IMS data

Nepal Chemist and Druggist Association (NCDA)

Nepal Medical and Sales Representative Association (NMSRA)
Journals and magazines related to thisfield.

3.3 Population and Samples

Population or universe refers to the entire group of people, events or things of interest
that the researchers wishes to investigate (Wolff and Pant; 2002:180). Since the study
Is based on the Nepali pharma industries, the Nepalese Pharma industries available 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. Similarly, the sample size is the total population i.e. 42 pharmaceuticals
companies or industries because the total industries sales and distribution is taken into

consideration.

3.4 Data Gathering Procedure

Data and information has been collected by following two methods: -

a) Primary data and information: - During the collection of primary data and
information the questionnaire method has been followed to collect data as per
the requirement of the research study. The list of the questionnaire and their
types are attached in the Appendix 2 of the research study. To know the supply
of pharma products by Nepalese pharma companies, questionnaires are
administered in various levels. Doctors are the key customer for the pharma
companies. So, Doctors, chemists (Super-Stockiest, Stockiest) and consumers

are administered by questionnaires.
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b) Secondary data and information: - secondary data are often in the form of
published data. However, the unpublished data such as the records, reports or
statistics 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, drug
bulletin of Nepal, Nepal Rastra Bank, Appon report are taken during the research

study as secondary data.

3.5 Data Processing Procedure

Data collected from questionnaires were in raw form. They were classified and
tabulated in the required form. Simple arithmetical percentage tools are used for
analysis.

3.6 The Organization Structure of the Company

The Nepal ese Pharmachecuticals company is managed by a Board of Director which
Is composed of one chairman and eight members. One of the Directors performs the
daily tasks to operate the company effectively. The general manger is assisted by the
commercial and manufacturing manageres. In order to perform daily work efficiently
and effectively and also considering the nature of work, the work of the company is
divided into four sections or divisions. They are: -

a) Materials Division

b) Personnels Division

¢) Production and Quality control division and

d) Engineering Division
The company undertakes three major steps or procedures in the production of the
medicine. They are Chemica mixturing unit, the covering or can unit, and the packing

of medicine. The operation capacity is 80.79 millions worth of medicine per year.
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The company was established as per Company Act 2021 of Nepal, as a public limited

company. Thus, the organizational sturucture of the company is given as below.

Figure—3.1
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CHAPTER IV

PRESENTATION OF DATA AND ANALYSIS

The data is analyzed to change it from unprocessed form to processed presentable
form. The analyis of data consists of organizing, tabulating, performing, statistical
analysis and drawing inferences. In this chapter data is organized by tabulation and

then placing that datain presntable form by using figures and tables.

4.1 Global Phar maceutical Scenario

Pharmaceutical Industry is one of the important and growing industries not only in
Nepal but also in the global context. Giant global pharmaceutical companies are
putting their paramount efforts to increase their size in terms of sales volume. They
are expending lavishly in the research and development of new molecules of drugs for
different diseases so asto register patent in that molecule and enjoy monopoly and
achieve tremendous amount of sales and profit. The success behind the |eader global
companies like Glaxo, Pfizer etc is probably due to towering technol ogical

advancement and profuse investment in research activities.
Global pharmaceutical sales volume is continuously increasing since last many years.

But as far as the global pharmaceutical market growth trend in recent years is

concerned, it is not as encouraging as they were in past years.

45



Table4.1
Global Phar maceutical Sales, 2000- 2007

Y ear 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
Total world | $356 | $390 | $427 | $497 | $559 | $602 | $646 | $714
market(

Billion)
Growthover | 11% | 13% | 9% | 10% | 8% 7% | 7.3% | 10.53%
last year

Source: IMS report, March’06 issue

We can’t deny that the world pharmaceutical market is satisfactory though there is
dight decline in the growth in few recent years. In year 2001, the world
pharmaceutical market recorded a highest growth ever in the past eight years.

Figure4.l
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People suffer from different kind of diseases and on the basis of prevalence of
diseases;, pharmaceutical companies make drugs to sell it in that market. Different
countries have incidence of diverse diseases and it is affected by lifestyle and socio-
economic factors. For instance, in developing and least developed countries, frequent

occurrence of water-borne diseases, infections, skin diseases etc are seen while in the
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developed countries, the situation is different. Following table depicts the status of
different group of drugs in global market that in turn reflects the predominance of

disease in the world.

S.N. | World Therapy Class 2007Sales(US$,Billion) | % Share
1. Cholesterol & Triglyceride Reducers 32.4 5.8
2. Cytostatics 28.5 51
3. Antiulcerants 26.7 4.8
4, Antidepressants & Mood Stabilizers 19.8 35
5. Antipsychotics 16.2 2.9
6. Angiotensin-11 Inhibitors 14.2 2.5

(Source: IMS report, March’06 issue)

The above data clearly demonstrate that obesity; cancer, gastritis, depression, blood
pressure, psychological problem etc are the most common disease in the world and the
medicine for these drugs are sold high. The above data are not relevant in the context
of our country as highest group of drug sold in our country is Anti-infective. However,

the trend does have impact in determining the local market trend.

As far as consumption of medicine in different region of the world is concerned, it is
quite peculiar. Sales of medicine are highest in North America with least growth while
the sale is lowest in Latin America with the highest growth. Japan alone has the sales
of medicine which is higher than Asia, Africa and Australia put together. It is to be
noted that Asia, Africa and Australia comprise 50% of world population.

Global Pharmaceutical Sales by Region, 2007

S.N. | World Market Market Share Growth
1. North America 47.0% 5.2%
2. Europe 30.0% 7.1%
3. Japan 10.7% 6.8%
4. Asia, Africaand Austraia 8.2% 11.0%
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5. Latin America 4.2% 18.5%

Tota 100.0% 6.99%

(Source: IMS report, March’06 issue)
Figure4.2
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4.2 Nepalese Phar maceutical Scenario

4.2.1 Prevalence of Diseasein Nepal

Nepal is one of the poorest countries of world. The disease pattern differs from
country to country. In the country like ours the diseases due to poor sanitation and
contaminated water are very common. It is just reverse in the case of developed

countries where cardiac, cancer, diabetic, psychiatric, psychological etc. problem are

widespread.
Table4.2
Disease pattern 2007- 2008
Disease Patient % Rank
Skin Disease 1488848 6.07 1
Acquired Respiratory Infection 1069660 4.36 2
Diarrhoeal Disease 949630 3.87 3
Intestinal Worms 669582 2.73 4
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Pyrexia of Unknown Origin 585795 2.39 5
Gastritis 583098 2.38 6
Ear Infection 445102 1.82 7
Sore Eye Complaints 423802 1.73 8
Chronic Bronchitis 347144 142 9
Abdominal Pain 277399 1.13 10

Source: Health statistics, Ministry of health.

The above data clearly illustrate that the most common disease in Nepa is Skin
diseases and is followed by respiratory disease and diarrhea and similarly other
diseases. From this data it can be presumed that poor sanitation, foul drinking water,
unhygienic lifestyle are the major contributing factors for dominance of such disease
in our country. Pharmaceutical companies should concentrate in producing the
effective drug to cure the above listed diseases that will help them to increase their

business.

4.2.2 Status of Drug Salesin Nepal

The current Nepal ese Pharmaceutical market isworth of Rs. 10,000 million and this
volume has come from the sales of different kind of drugs. Anti-infective drugs are
the highest contributor of total market. The main reason for the anti-infective sold in
such a huge quantity may be due to variety of reasons. a) the most important reason is
that the most common diseases like skin, respiratory, and even diarrhea are due to
infections and anti-infectives are used to treat these diseases, b) the anti-infectives are
generally costlier as compared to other drugs and ¢) medical practitioners
recommends anti-infective frequently which helps them cure disease even if the main
causative factor for the disease is not known. Similarly drug related to alimentary
canal and metabolism is the second highest selling group and nutritional drug occupies
the third position in the Nepal market. Drug related to cardio-vascular system and
central nervous system are also selling high in urban areas asthe life in urban areais

more hectic and physical exerciseislacking dueto facility of different means of
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transport. The sales of these drug is expected to increase more in the coming years as

Nepal market cannot deviate from the global trend.

Table4.3
Drug Salesin Nepal Figure in ‘000
Drug Group Sales Volume % Market Share
Systemic anti-infectives 2455895 30.6
Alimentary and Metabolism 1765676 22.0
Nutritional 802580 10.0
Respiratory 714296 8.9
Dermatological 553780 6.9
Muscul oskeletal system 521677 6.5
Cardiovascular system 401290 5.0
Central Nervous System 321032 4.0
Anti-parasites 288929 3.6
Cytostatic 120387 15
Oral anti-diabetics 80258 1.0

Source: IMS report 2005

4.2.3 Present Status of Pharmaceutical Companiesin Nepal

Pharmaceutical companies are not much grown-up in Nepal. Still it is considered to be
in infant stage in comparison to Indian and Multinationals. The main reason for not
being able to grow much is due to inability to export its products and dependency in
limited domestic market. The number of Pharmaceutical companies and its brands are
also high in Nepa in connection with its population. This clearly indicates that

government has not taken serious steps to safeguard and uplift domestic entrepreneurs.
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Table4.4

Presnt Status of Phar maceutical Companiesin Nepal

Country Population No.of No. of Brands Brands per million
(Million) companies available population
India 1040 18500 252000 242
Bangladesh 150 275 11700 78
Japan 135 360 11400 84
Pakistan 90 316 10600 117
Nepal 25 250 8500 340

Source: DDA, Estimate of 2004

The above table is self- explanatory which reveals that Nepal is the country among
above countries where there is a highest competition in pharmaceutical market. This
market is not fit for such a fierce competition and it is not good for domestic
entrepreneurs, and this needs immediate remedy from government side and from

every individual pharmaceutical entrepreneurs.

a) Capacity Utilization by Domestic Companies

Description Installed Capacity | Utilized Capacity | Idle Capacity
Liquid orals (K. Liters) 8500 58.2 % 41.8 %
Tablets ( Million units) 850 45.4 % 54.6 %
Capsules (Million units) 700 44.8 % 55.2%
Ointment(Million units) 15 58.3 % 41.7 %
Average Utilization 20 51.67 % 48.32 %

Source; H. B. Sharma, MD, Deurali-Janati Pharmaceuticals

It is a matter of surprise that around half of the installed capacity of Nepalese
Pharmaceutical companiesisidle. This certainly has impact on the cost of the product

and ultimately on profit. This is to be noted that out of total Pharmaceutical market
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Nepalese companies are holding around 30% of market share. Despite having such a
huge idle capacity, domestic companies are not able to expand their market shareis a
weakness in their part, government also has to scrutinize such factor directly
responsible for decreasing effectiveness of companies. Had there been opportunity to

export the Nepalese drugs, such a problem of idle capacity would not have seen.

b) Domestic Market Trend

Nepali Pharmaceutical market is growing at a constant pace of around 11-16 percent
per annum which seems to be satisfactory as compared to global pharma market.
Similarly domestic pharma companies are able to hold 30% of total Nepali pharma
market. Though there is average of 13 percent growth of domestic market per annum,
the market share of Nepalese companiesis revolving around the same figure since last
many years. There is a severe internal rivalry between the domestic companies as

most of them have similar kinds of products.

Y ear 2002/2003 | 2003/2004 | 2004/2005 | 2005/06 | 2006/07
Total Pharma Sales
of Nepal 6497 7212 8077 9180 10658
(NRS, Million)
Growth (%) 10 11 12 13.6 16
Source: DDA
Figure4.3
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Top ten Nepalese Companiesin 2005

S.N. | Name of the companies Market Share (%)
1. | Nepal Pharmaceutical Lab 3.9
2. | Lomus Pharmaceuticals 35
3. | Deurali- Janata Pharmaceuticals 31
4. | National Health Care 2.5
5. | G. D. Pharmaceuticals 12
6. | Royal Drugs Laboratories 1.1
7. | Apex Pharmaceuticals 0.9
8. | Asian Pharmaceuticals 0.9
9. | CTL Pharmaceuticals 0.9
10. | Simcalaboratories 0.8
Top ten Nepalese Companiesin 2006
S.N. | Name of the companies Market Share (%)
1. | Lomus Pharmaceuticals 4.6
2. | Nepal Pharmaceutical Lab 4.2
3. | Deurali- Janata Pharmaceuticals 39
4. | National Health Care 3.0
5. | G. D. Pharmaceuticals 14
6. | Asian Pharmaceuticals 11
7. | Apex Pharmaceuticals 1.05
8. | Simcalaboratories 1.0
9. | Time Pharmaceuticals 0.9
10. | Curex Pharmaceuticals 0.8
Top ten Nepalese Companiesin 2007
S.N. | Name of the companies Market Share (%)
1. | Nationa Health care 4.7
2. | Nepal Pharmaceutical Lab 4.3
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3. | Lomus Pharmaceuticals 39
4. | Deurali- Janata Pharmaceuticals 3.3
5. | Asian Pharmaceuticals 2.0
6. | Time Pharmaceuticals 15
7. | G. D. Pharmaceuticals 13
8. | Apex Pharmaceuticals 0.9
9. | Curex Pharmaceuticals 0.8
10. | SimcaLaboratories 0.7

¢) Market Share Distribution

Many fighters are struggling in this tiny Nepali pharmaceutical market with their
utmost efforts. Nepalese companies do not have any option rather than combating in
their own country, many of the Indian companies are also very aggressively operating
here. Not only that few companies originating from Bangladesh are also vigorously
marketing here and their number in Nepal is also increasing continuously. |mporters
of medicines play a crucia role in establishing the business of outsider companies in
Nepal. Some importer’s turnover is greater than many Nepalese companies and they
are very powerful and can influence the different drug related government authorities
which facilitates increase in business of outsider companies. |mporters are always tend
to expand their business by attracting more and more foreign companies which is

causing rise in competition to a greater extent.

Nepalese pharmaceutical market is running with an average growth of 11-18 % per
annum but the market share of domestic companies have not increased much in last
many years. It means that Indian and other foreign companies are aso equally
aggressive and growing with similar growth rate as grown by domestic companies.
The current market share of domestic, Indian and other third country companies are
32%, 65% and 3% respectively. While in the year 2000, the market share distribution

scenario was domestic- 26%, Indian -72% and other- 2%.



There is not significant rise in market share of Nepalese Pharmaceutical companiesin
last five years and unless and until Nepalese companies occupy 50% of market share,

their future will not be worthy and secured.

Figure4.4
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4.3 Distribution Channel Network in Nepal

Department of Drugs Administration (DDA) has been implementing the Drug Act 1978 and
its regulations. The various administrative and regulatory activities carried out by DDA and
its branch officies in Biratnagar, Birganj and Nepalgunj during fiscal year July 2006 to June
2007 ae given in the following order
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Table4.5
Number of Registered Phar macy Outlets (Up to June 2007)

Wholesalers Retailers
Digtricts Allopathy Veterinary Ayurved Homeo Unani Total | Allopathy Veterinary Ayurved Home Unani Total
MECHI Zone
Jhapa 34 4 1 0 0 39| 275 34 7 18 0 334
Panchathar 0 0 0 0 0 0 12 5 2 0 0 19
[llam 0 0 0 0 0 29 10 0 3 1 43
Teplejung 0 0 0 0 0 0 2 0 0 1 0 3
KOSHI ZONE
Terahthum 1 0 0 0 0 1 8 6 0 0 0 14
Shankhuwashava 1 0 0 0 0 1 12 4 2 1 1 19
Bhojpur 0 0 0 0 0 0 9 2 0 0 0 11
Dhankuta 1 1 0 0 0 2| 18 5 1 1 0 25
Sunsari 24 6 1 2 0 33| 233 63 14 7 0 317
Morang 106 20 7 3 0 136 | 369 89 31 17 4 510
SAGARMATA ZONE
Solukhambu 0 0 0 0 0 0 0 0 0 0 0 0
Okhaldhunga 0 0 0 0 0 0 2 0 0 0
Udayapur 1 0 0 0 0 0| 19 8 1 1 0 29
Khotang 0 0 0 0 0 0| 10 3 1 0 0 14
Siraha 24 1 3 0 0 28| 170 33 8 3 0 214
Saptari 22 4 0 0 0 26| 191 29 3 3 0 226
JANAKPUR ZONE
Sindhuli 0 0 0 0 0 0| 18 1 0 0 24
Ramechhap 2 1 0 0 0 3 3 4 0 0 0 7
Dolkha 0 0 0 0 0 0 2 0 0 0 5
M ahotari 6 2 0 0 0 8| 73 14 5 1 0 93
Sarlahi 8 0 2 0 0 10| 51 56 2 1 0 110
Dhanusha 56 8 7 0 0 71| 181 22 3 0 0 206
NARAYANI ZONE
Bara 7 2 1 0 0 10| 125 35 2 0 0 162
Parsa 133 33 15 0 0 183| 168 37 0 0 212
Makawanpur 3 2 0 0 0 5| 58 11 4 0 0 75
Rautahat 9 5 1 0 0 15| 109 33 11 1 0 154
Chitwan 32 16 3 0 0 51| 182 100 6 3 0 291
BAGAMATI ZONE
Rashuwa 0 0 0 0 0 0| 4 1 0 0 0 5
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Kathmandu

LUMBINI ZONE

Palpa

1
67

Nawal parasi
Rupandehi

75| 194

0

2

Arghakanchi
Gulmi

6

Kapilvastu

GANDAKI ZONE

Kaski

55| 228

0

46

4

Syangja
Tanhau

Gorkha

Lamjung

Manang

DHAULAGIRI ZONE

Mustang
Parbat

Myagdi

Banglung

RAPTI ZONE

Rolpa

Rukum

Salyan

Pyuthan

8| 103

0

Dang

BHERI Zone

0 24112

22

Banke

Bardiya
Surkhet

0
0

Dailekha
Jajarkot

SETI ZONE
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Bajhang 0 0 0 0 0 0 1 2 0 0 1
Bajura 0 0 0 0 0 0| 4 0 1 0 0 5
Achham 1 0 0 0 0 1] 21 0 0 0 0 21
Doti 1 0 0 0 0 1 14 1 0 0 0 15
Kailali 11 1 0 0 0 12| 122 7 2 0 0 131
MAHAKALI ZONE

Darchula 0 0 0 0 0 0 5 0 0 0 0 5

Baitadi 0 0 0 0 0 0 9 2 0 0 0 11

Dadeldhura 1 0 0 0 0 1 6 1 0 0 0 7

Kanchanpur 3 0 0 0 0 0 31 12 1 0 0 4

KARNALI ZONE

Humla 0 0 0 0 0 o 3 0 0 0 0 3

Jumla 0 0 0 0 0 o 7 2 0 0 0 9

Mugu 0 0 0 0 0 0 8 1 0 0 0 9

Kalikot 0 0 0 0 0O 0| 3 0 0 0 0 3

Dolpa 0 0 0 0 0 0| 2 0 0 0 0 2

Grand Total 964 175 82 12 01233| 5200 963 297 109 6 6575

* Note: - The Table does not include the retail or wholesale shops that have not renewed the

(Source: - Drug Bulletin of Nepal 2007)

license within three months of the expirary date.

Table4.6

Pharmaceutical Industries up to June 2007

Category Allopathy Veterinary| Ayurved/ Herba
Foreign 225 26 29
Domestic 40 7 20

(Source: - Drug Bulletin of Nepal 2007)

Table4.7
Phar maceutial Productsfor Marketing Authorization
Category Total Brand
Foreign 4963
Domestic 2764
Total 7727

(Source: - Drug Bulletin of Nepal 2007)
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Table4.8

Number of Products |dentified as Substandard

Domestic Company

Foreign Company

No. of Company

No. of Product

No. of Company

No. of Product

7

10

1

1

(Source: - Drug Bulletin of Nepal 2007)

Table4.9
Activities of National Medicines Laboratory (NML) during fiscal year 2006/07

Sample Source Number of Number of
Sampletested Substandard Sample

Sample from Inspection

Section of DDA 161 38

Sample from Import Section of DDA 8

Market Surveillance Sample 22 4

Sample from other sources 29 -

Vaccine lot release 43 -

(Source: - Drug Bulletin of Nepal 2007)

The substandard parameters detected in samples were assay, uniformity of dispersion,

dissolution, disintegration, leakage, physical stability, sterility test, pyrogen test, pH, content

uniformity, adulteration in herbal drugs with modern medicine etc.

4.4 Quantification of Drug consumption in Nepal

A study on quantification of drug consumption in Nepal for modern, veterinary, ayurvedic,
unani and homeopathy drug for the fiscal year 2004/05 was conducted by Pharmaceutical
Horizon of Nepal for Department of Drug Administration, Ministry of Health and Population,

Government of Nepal. Previous four studies regarding the quantification of drug consumption

in Nepal in 1979, 1988, 1992 and 2000 were conductd for human use only.

In 1979 and 1988, the import of drugs for human use was estimated to be worth Rs. 114.6
million and Rs. 385 millions respectively. Similarly, another study conducted in 1992 and
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2000 showed the total consumption of drugs to be Rs. 1532 and Rs. 5907 millions
respectively.

The general objective of the study was to estimate the consumption of modern, veterinary,
ayurvedic/ unani and homeopathic medicienes. The specific objective were to estimate the
value of imported medicines and vaccines, to estimate the value of local production of
medicines, to estimate the value of medicines procured by MOHP thourgh import, to estimate
the value of medicines procured by INGOs and NGOs through import, to estimate the retial
sadle vaue of imported and loacal production, to identify and quantify top fifteen selling
modern medicines production by domestic industries, to estimate the percentages of essential

medi cines produced by the domestic industries.

The study covered fiscal year 2004/05 and data sources are 79 modern medicines importers,
13 veterinary importers, 38 ayurvedic/ unani importers, 4 homeopatheic importers, 40
domestic modern medicines manufacturing and repacking industries, 32 ayurvedic/ unani
manufacturuing industries; Custom Department, Logistic Management Division (LMD),
National Tuberculosis Center (NTC) and National STI and HIV/AIDS Center and Public and
Private medical colleges.

During the fiscal year 2006/07, , alopathic, ayurvedic/unani, veterinary and homeopathy
drugs worth 6276.8; 557.3; 155.4 and 19.3 millions rupees was sold through private
importeres whereas allopathic, ayurvedic /unani and veterinary drugs worth 3442.5; 172.2
and 80.2 millions rupees was sold through domestic manufactures. These figures are in rea
value. The value of alopathy drugs and vaccines imported through Logistic Management
Divison (LMD) was 132.9 and 281.8 millions rupees respectively. Other institutions

imported medicines worth 525.4 millions rupees directly, mostly for free distribution.

Tota alopathic, ayurvedic/unani, veterinary and homeopathy drugs consumption in the fiscal
year 2006/07 has been 10659; 729; 235 and 19 millions rupees respectively. 32% of the
consumption was met by domestic industries. The following chart shows the share of
alopathic drugs for human use by import thourgh public and private sector and by domestic
industries.
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9%

32%

||:| Import @ Domestic Industries O Govt. NGO's, INGOs |

Considering the total consumption from commercial sector amounting 9719.3 million rupees,
35.4% is share of domestic production and 64.6% is import of modern drugs. The top ten
selling medicines form domestic industries are Amoxycillin (8.6% of the total domestic sale).
It was followed by Vitamins (6.1%), Cough Preparations (4.6%), Metronidazole with/without
Diloxanide (3.5%), and Cefadroxyl (1.5%). Out of the top ten selling drugs, seven drugs are
from National List of Essential Durgs.

4.5 Survey of Distribution of Drug Retailers

This study was conducted for the Department of Drug Administration by Pharmaceutical
Horizon of Nepal. The specific objectives of the study were to estimate the number of
retailers in each ward of municipalities and each Village Development Committees (VDC).

The study included modern, veterinary, ayurvedic/unani and homeopathic system of

medicines.

The data were collected from April to June 2007 from the following sources: -
Central and Regiona Offices of Department of Drug Administration.
Nepal Chemists and Druggists Association
DHO office
Modern medicine wholesalers of different districts
Ayurvedic/unani and homeopathic wholesalers of different districts
Veterinary wholesalers of different districts.

The total Retail shops for allopathic medicines were found to be 8215, in which 4575 were

found to be in municipalities and 3640 were found to be in VDCs. The population coverage
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were 705 per retail shop | municipalities and 5360 per retail in VDCs. Topographically,
mountain, hill and terai have 184; 3601 and 4430 retials shops respectively.

Table4.10
Population covered by retail shopsin municipality areaand VDC area
Area Total No. of Shops Population/retail shop
Population | Allo Ayuredic | Homeo | Allo Ayuredic | Homeo
pathic Pathic | Pathic Pathic
Municipality | 3,227,879 | 4,575 205 37 705 15,746 87,240
VDCs 19,509,055 | 3,640 69 5 5,360 282,740 3,901,811
Total 22,736,934 | 8,215 274 41 2,768 82,982 541,356
(Source: - Drug Bulletin of Nepal 2007)
Table4.11
Distribution of Allopathic Retail Shops by Topographical Region
Region Population No. of Retal Shops Population/
Municipality| VDCs Total Retail shop
Mountain 1,659,796 29 155 184 9,021
Hill 10,072,461 | 2241 1360 3601 2,797
Teral 11,044,676 | 2305 2125 4430 2,493
Total 22,736,933 | 4575 3640 8215 2,768

(Source: - Drug Bulletin of Nepal 2007)

Data collected from wholesalers could not provide the exact location of retail shops by wards
in the municipality. Thus, estimation of retail shops by ward in amunicipality are could not
be ascertained. The wholesaler could not provide the name of persons working in the retail
shop and their training status. Thus, the study could not find out the number of trained and

untrained people involved in drug retailing.

Allopathic retail shops registered in DDA either are not in operation or do not renew their
license. The survey aso indicates that unregistered retails shops are in operation. (Number of
retails shops as per DDA’s record till Ashad 2007 is 11940, as per DDA’s record of valid
shops on June 2007 is 6303, number of shops found by survey is 8215).
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4.6 Presentation and Analysisof Primary Information

To make research more reliable, analytical, informative and challenging, primary
information plays a vital role. So, in this case study of market share anaysis of
pharmaceuticals companies, the researcher has put efforts to analyze the primary data
as obtained from the questionnaire distributed to doctors, chemist and consumers. The
proforma of questionnaire attempts to analyze important aspects of market share
analysis of Nepalese, Indian and other foreign companies which includes the degree of
preference of Nepalese drugs by doctors, chemist and consumers; view of doctor,
chemist and consumers regarding quality of medicines produced by Nepaese
companies, factors that affects to prefer particular brand of medicine; promotional

activities preferred etc.

4.6.1 Result of Questionnaire Distributed to Doctor

Table4.12
Result of Questionnaire Distributed to Doctor
Response a) b) C) d)

Q.N.

1. 6 (60%) 4 (40%)

2. 2 (20%) 3 (30%) 1 (10%) 4 (40%)
3. 5 (50%) 5 (50%)

4. 1 (10%) 2 (20%) 7 (70%)
5. 8 (80%) 2 (20%)

6. 6 (60%) 4 (40%)

7. 4 (40%) 6 (60%)

8. 7 (70%) 3 (30%)

0. 2 (20%) 8 (80%)

10. 7 (70%) 3 (30%)

(Source: - Field Survey)
Above data are based on ten questions asked to the different doctors of Kathmandu

valley. The figure refers to the no. of responses over total and percentage of responses.
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Q.N.1. Most of the doctors believe that prescribing drugs brands are available on
market

Q.N.2. Mgjority of doctors prescribes if availability is the factors that prescribe drugs
brands.

Q.N.3. Mgority of doctors replied that prescribe brands are equally available and
not vailable on market.

Q.N.4. 75% -100% of prescription is available on the market area

Q.N.5. Many doctors replied positively that the available prescribe brands should

be substituted by available brands.

Q.N.6. Magjority of doctors believes that government should manage all availability

of essential drugs.

Q.N.7. Mgority of doctors believes that government support to pharma industry is
satisfactory.

Q.N.8 Magjority of doctors positively replied that distribution network of
Pharmaceuticals market in Nepal is satisfactory.

Q.N.9. Mgority of doctors replied that DDA and Royal Drug Research (RDRL) are
not efficient to administer drug quality.

Q.N.10. Doctors think that no comment is the answer that the patient said when
their.
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4.6.2 Result of Questionnaire Distributed to Chemist/Dealers
Table4.13
Result of Questionnaire Distributed to Chemist/Dealers

Response a) b) C) d)
Q.N.
1. 2 (20%) 2 (20%) 5 (50%) 1(10%)
2. 5 (50%) 2 (20%) 2 (20%) 1 (10%)
3. 4 (40%) 5 (50%) 1 (10%)
4. 8 (80%) 1 (10%) 1 (10%)
5. 8 (80%) 1 (10%) 1 (10%)
6. 10 (100%)
7. 1 (10%) 8 (80%) 1 (10%)
8. 7 (70%) 3 (30%)
0. 8 (80%) 1 (10%) 1 (10%)
10. 1 (10%) 9 (90%)

(Source: - Field Survey)

Above data are based on eight questions asked to the different chemist and dealers of

Kathmandu valley. The figure refers to the no. of responses over total and percentage

of responses.

Q.N.1.The support of government of Nepal to enhancing distribution channel  of
pharma brandsis neutral.

Q.N.2. Make available easily everywhere is the strength of the Nepalese pharma

industry distribution channel in Nepal.

Q.N.3. Excessive proliferation of brands and companies is the weakness of

Nepalese pharmaindustry.

Q.N.4. Mgjority of the chemist said yes that NCDA has sufficient

infrastructure to provide drugs demand as per prescription.

Q.N.5. Chemists believe that customers are not happy when prescribed brands are
substituted by the chemists.

Q.N.6. Genericis easier to dispense drugs.
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Q.N.7. To get more profit the chemist substitutes the prescribe drugs.

Q.N.8. Mgjority of the chemist said substituted drugs are equally same as
prescribed drugs.

Q.N.9. Substitute by generic should be done to overcome the shortages of
drugs.

Q.N.10. No the numbers of Chemist are insufficient in the market.

4.6.3 Result of Questionnaire Distributed to Consumers
Table4.14

Result of Questionnaire Distributed to Consumers

Response a) b) C) d)
Q.N.
1. 3 (30%) 5(50%) 2(20%)
2. 7 (70%) 1 (10%) 1 (10%) 1 (10%)
3. 7 (70%) 2 (20%) 1 (10%)
4, 2 (20%) 8 (80%)
5. 5(50%) 5 (50%)
6. 9 (90%) 1 (10%)
7. 0 (0%) 1 (10%) 9 (90%)
8. 9 (90%) 1 (10%)
9. 7 (70%) 2 (20%) 1 (10%)
10. 5 (50%) 3 (30%) 2 (20%)

(Source: - Field Survey)

Above data are based on ten questions asked to the different consumers of Kathmandu
valley. The figure refers to the no. of responses over total and percentage of responses.
Q.N.1. Magjority of the consumer replied that chemist has more important role on
distribution channel.

Q.N.2. Mgjority of the consumer replied that as prescription of consultant doctor.
Q.N.3. As suggestion by the retailer isthe answer by the consumer.

Q.N.4. Mgjority of the consumer that it is the compulsion of them.
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Q.N.5. Consumersreplied fifty-fifty that the foreign pharma product should be
substituted by domestic ones.

Q.N.6. Consumers replied that government should give facilities for distribution on
medicine.

Q.N.7. Mgjortity of the consumers replied that they donot know whether WTO have
positive effect on Nepalese pharma distribution channel.

Q.N.8. Most of the consumers replied that government should protect Nepalese
pharmaindustry.

Q.N.9. Most of the consumers replied that because of more profit margin Nepalese
pharmaisincreasing in Nepal.

Q.N.10. Most of the consumers replied for Nepal ese brand.
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CHAPTERYV

SUMMARY, CONCLUSION & RECOMMENDATION

5.1 Summary

The brief introduction of the pharmaceutical industry, its role, importance &
contribution in Nepal are presented in the introductory chapter. The second chapters
i.e. review of literature gives the concept of marketing and its different aspects where
different views of different resource scholars, writers are reviewed. The journas and
articles published by different management experts are aso reviewed. Similarly, the
available dissertations in context of pharmaceutical industry from various researchers
are also reviewed. The appropriate research methodology is presented in chapter three.
With the help of methodology described, the data are presented and analyzed in
chapter four. Now, in this chapter an effort has been made to present summary of

findings and give some suggestion for future course of action.

The basic objective of this study isto analyze the distribution channels of
pharmaceuticals products in Nepal. To accomplish the objective set earlier in
first chapter, the necessary data from secondary and primary sources are
collected from Department of Drug Administration, IMS Data report, different
journals and publications and questionnaires distributed to Doctors, Chemists
and consumers. The secondary and primary data are analyzed through simple

statistical tools like average, percentage, mean etc.

68



5.2 Major Findingsand Conclusion

The findings which revealed through this study are as follows: -

1.

The number of chemist and wholesalers outlets are increasing day by day
especially urban areas due to stable and growing sales potential.

Pharmaceuticals companies, wholesalers and chemists want more sales to earn
more profit, so maintain adequate stock athough due to external environment
sometime consumers and doctors are facing shortage of drugs on market.

The globa pharmaceutical market is continuously growing and cholesterol
lowering agents, cancer drugs, anti-ulcer drugs etc. is sold high in global pharma
market. While in Nepal anti- infective drugs are sold high because of poor
sanitation and contaminated drinking water. However the global market trend does
have impact in determining the local market trend.

Health care service in Nepal is very poor as compared to developed countries. In
Nepal prevalence of skin diseases, respiratory diseases, diarrhoeal diseases,
intestinal worm infestation etc are most common. Unhygienic lifestyle is the magjor
contributing factors for dominance of such diseasesin our country.

Nepalese pharmaceutical industry is in infant stage and it needs to be protected
from foreigner intruders. And at the same time, Nepal is also facing the problem of
over competition in comparison to neighboring countries which is evidenced by
high brand per million population ratio.

Nepalese pharmaceutical companies have to survive in their own domestic market
due to inability to export their production to foreign countries. Moreover, only fifty
percent of the total installed capacity of domestic companies have been utilized
and therest half isidle which isleading to rise in cost of production.

Imported drugs are subject to five percent custom duty. Imported raw materials are
subject to one percent custom duty. But while importing packaging materials,
laboratory chemicals and equipments, domestic companies have to pay five
percent custom duty, two percent surcharge and thirteen percent vat.

As there is open market system in Nepal, it is very easy for Indian companies to

extend its market here. However, it is very difficult to export Nepalese drugs to the
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Indian market because of so many obstacles. It requires long formality processes,
added cost in different heads and high registration fees.

9. Nepalese pharmaceutical market is growing with an average of around 13 percent
per annum and share of domestic companies is something around thirty percent.
The domestic market share has not gone up much asit islying in the same linein
last couple of years. However, Nepalese companies have lot of opportunities to
increase their market share in daysto come.

10. Doctors/Chemist/Consumers of Nepal believe that the Nepalese Pharma
companies produce good quality of medicines and Doctors have no any constraints
to prescribe any kind of drug produced by domestic companies. Such kind of faith
of medical practitioners will give further mileage to the domestic pharmaceutical
entrepreneurs.

11.1t has been seen that the majority of the medical practitioners prefer to prescribe
only those foreign brands of medicine which is not available with domestic
companies. Though it is very encouraging information, domestic companies are
not able to manufacture advanced drugs due to technological problem and
dependency in local market.

12. Local consumers do not check whether the doctor’s prescription is substituted or
not. This is due to lack of education and chemist may take undue advantage by
substituting doctor’s prescription with substandard drug for earning high profit

margin.

5.3 Recommendations

Considering the marketing problems and prospects associated with this industry, the
following suggestion has been presented that may be helpful for the industry to go
ahead in afast track in forthcoming days.

Distribution network is vita and must essential service business, so all stack

holder should be equally sensitive responsible to provide good quality medicine on

time throughout the country.
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DDA has vital role to check activities of al Pharmaceuticals Company,
wholesalers, and chemist and so that consumers should get right medicines.
Domestic Pharmaceutical business houses need more support form government in
priority as health is a vital part of life. Precise import and export policy should be
prepared and executed in an integrated manner to develop local companies to
Initiate export activities and substitute import of foreign drugs to a greater extent.
Government should formulate proper policies to attract foreign direct investment
in this sector to make the domestic products recognized in foreign market which
will help to open the window for exporting domestic production.

A high level of defense of domestic industry is essential to increase and improve
the country’s productivity and launching import substitution effectively. In order
to protect the domestic industries and manufacturers, strong tariff and non-tariff
barrier should be imposed on imported finished drugs. Especially these barriers
should be enforced in those common finished products which is produced in
abundance in own country.

Protection of domestic entrepreneurs can be worked out by imposing quantitative
restriction on imported items, minimizing custom duties for importing packaging
materials, laboratory chemicals and equipments.

The drug regulatory authority should monitor and control both legal and illega
entry of substandard drugs thorough the porous border.

The government should give the stringent deadline for getting WHO-GMP
certificate to all the national companies so as to ensure the supply of best quality
drugs in the market.

The government should provide facilities, incentives, tax exemptions, soft loans
etc to fortify this sector as these private sector play dominant role to boost up the
country’s economy.

Emphasis should also be given for technology transfer by importing latest
technology for manufacturing and quality assurances as well asto develop

technol ogically advanced drugs to meet the international standard.

The government should pay serious attention to protect rare medicinal herbs found

in Nepal and should promote commercia cultivation of raw materials within the
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country in order to save national expenditure on the import of raw materials from
the foreign countries.

Department of Drug Administration should work towards discouraging unethical
market promotion by spreading false and illusive advertisement about any drug.
Domestic companies should develop a competent marketing team and their Sales
Representative should be properly trained so that they can convey the scientific
information to the doctors allowing them to choose appropriate drug for their
patient.

Public awareness program should be carried out so that the people can fight for

their right which will minimize the unethical practice prevailing in this sector.

In conclusion, Nepal ese pharmaceutical companies have lots of space to grow in their
own domestic market by substituting the import form foreign countries that in turn,
will help to generate more and more employment opportunities in our country. This
will aso minimize the migration of young manpower to the foreign countries in

search of employment.
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APPENDIX -1

List of Phar maceutical companies of Nepal

Companies

Alive Pharmaceutical Pvt. Ltd
Amie |laboratories Pvt. Ltd

Apex Pharmaceuticals Pvt. Ltd.
Arya Pharmalab Pvt. Ltd

Asian Pharmaceuticals Pvt. Ltd
Amtech Pharmaceuticals Pvt. Ltd
Birat Pharmalab Pvt. Ltd

Chemi Drug Industried

© © N o o &~ 0w NP

10.CTL Pharmaceuticals Pvt. Ltd
11. Curex Pharmaceuticals Pvt. Ltd
12. Danium Laboratories Pvt. Ltd
13. Deurali-Janta Pharmaceuticals Pvt. Ltd.
14. Dingla Pharmaciuticals Pvt. Ltd
15. Everest Pharmaceuticals Pvt. Ltd
16. Florid Laboratories Pvt. Ltd
17.G. D. Pharmaceuticals Pvt. Ltd
18. Hukum Pharmaceuticals Pvt. Ltd
19. Lomus Pharmaceuticals Pvt. Ltd
20. Manoj Pharmaceuticals Pvt. Ltd
21. Mark-Formulations Pvt. Ltd

22. Milan Pharmaceuticals Pvt. Ltd
23.National Healthcare Pvt. Ltd

24. Nepal Pharmaceuticals Pvt. Ltd
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Concept Pharmaceuticals(Nepal) Pvt. Ltd.

Address

Kathmandu
Janakpur
Birgan
Birgan
Bhairahawa
Biratnagar
Biratnagar
Kathmandu
Birgan
Bhaktapur
Kavre
Birgan
Kathmandu
Birgunj
Kathmandu
Lalitpur
Birgunj
Bhaktapur
Kathmandu
Dharan
Kathmandu
Biratnagar
Birgunj
Birgunj



25. Omnica Laboratories Pvt. Ltd
26.PCN Pvt. Ltd

27.Pharmaco Industries Pvt. Ltd

28. Quest Pharma Pvt. Ltd

29.Ra Chemical Works Pvt. Ltd
30.Royal Drugs Limited

31.S. R. Drugs Laboratories Pvt. Ltd
32. Shiv pharma Lab Pvt. Ltd

33. Shree Ram Pharmaceuticals

34. Siddhartha pharma Pvt. Ltd

35. Simca Laboratories Pvt. Ltd

36. Sumi Pharmaceuticals Pvt. Ltd
37. Time pharmaceuticals Pvt. Ltd
38. Unique pharmaceuticals Pvt. Ltd

39. Vijaydeep pharmaceuticals Pvt. Ltd

40. Vijaydeep Laboratories Pvt. Ltd
41. Medivet pharmaceuticala Pvt. Ltd
42.Nepal Chemica Works
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Bhaktapur
Birgunj
Kathmandu
Birgunj
Jhapa
Kathmandu
Kathmandu
Dharan
Birgunj
Bhairahawa
Bhaktapur
Nawalparasi
Nawal Parasi
Birgunj
Lalitpur
Lalitpur
Bhaktapur
Biratnagar



APPENDIX - 11

Questionnaire

preparing thesis for MBS. This questionnaire is administered to obtain the answer of
research question. The researcher assures you that the information will be protected in
accordance with the existing laws and policies of the Nepal. There are 10 doctors who

has answered the following questionnaire.

Name of Respondent:

Questionnaires for Doctors

1. Do you think that your prescribing drugs brands are available on market?
a) Yes b) No

2. What isthe factor that you prescribe your drugs brands?
a) Price b) Quality  c) Nationality c) If availability

3. Do you think that the prescribe brands are always available on market
complete range of drugs?
a) Yes b) No

4. What percentage of your prescription is available on the market area?
a) 0-25%  b) 26-50% c) 51-75% d) 76-100%

5. Do you suggest that the available prescribe brands should be substituted by
available brands?
a) Yes b) No,
If yes: -

(1) Because is availability isfirst preference
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(i)  Tocureisthe prime focus.
(iii) Al

6. Would you think that government should manage all availability of essential
drugs?
a) Yes b) No,
If yes, how: -
(1) Support to open chemists.
(i)  Should make appropriate policies.
(iii)  If others specify,

7) What is your opinion regarding government support to Nepaese pharma
industry?
a) Good b) Satisfactory c) Neutral  d) Negative

8) Do you satisfy on distribution network of Pharmaceuticals market in Nepal ?
a) Yes b) No ¢) Don’t Know

9) Would your think that DDA and Royal Drug Research (RDRL) efficient to
administer drug quality?
a) Yes b) No

10) What is the feedback you got from your patient when your prescribed
brands are substituted by the Chemists?

a) No comments b) Wants prescribes brand

Questionnaire
“A Study on Distribution Channel of Pharmaceuticals Productsin Nepal”
| am Milan Kumar Dhungana, a student of Shanker Dev Campus preparing thesis for

MBS. This questionnaire is administered to obtain the answer of research question.
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The researcher assures you that the information will be protected in accordance with

the existing laws and policies of the Nepal.

Name of Respondent: -

Questionnaire for Chemist

1. What is the support of government of Nepal to enhancing distribution channel  of
pharma brands?

a) Good

b) Satisfactory

¢) Neutral

d) Negative

2. What is the strength of the Nepalese pharma industry distribution channel in
Nepal ?
a) Makeavailable easily everywhere
b) Reduce extra expenses to trace to get medicine
¢) Distribution channel is not upto the market
d) All of above

3. What isthe weakness of Nepalese pharma industry?
a) Unfair competition
b) Excessive proliferation of brands and companies
C) Lesscompetitive products
d) All of above

4. Does NCDA has sufficient infrastructure to provide drugs demand as per

prescription?
a) Yes b) No ¢) Don’t know

79



5. Do you think that the customers are happy if prescribed brands are substituted
the chemists?

a) Yes b) No c) Needsto convince  d) Don’t care

6. Which is easier to dispense drugs?

by

a) Brand b) Generic

7. At what condition you substitutes the prescribe drugs?
a) When not available
b) To get more profit.

¢) When customers areilliterate

8. Does substituted drugs is equally same as prescribed drugs?
a) Yes b) No ¢) Don’t know

9. What should be done to overcome the shortages of drugs?
a) Substitute by generic
b) Refer other chemist

¢) Avoid the customer

10. Do you think the numbers of Chemist are insufficient in the market?
a) Yes b) No c¢) Don’t Know

Questionnaire
“A Study on Distribution Channel of Pharmaceuticals Productsin Nepal”

| am Milan Kumar Dhungana, a student of Shanker Dev Campus preparing thesis for

MBS. This questionnaire is administered to obtain the answer of research question.
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The researcher assures you that the information will be protected in accordance with
the existing laws and policies of the Nepal.

Name of Respondent: -

Questionnairesfor consumers

1. Which has more important role on distribution channel ?
a) Wholesalers
b) Stockiest
c) Chemist

d) Pharmaceuticals company

2. How do you consume medicine?
a) As prescription of consultant doctor.
b) Assuggestion of paramedical
c) Assuggestion of retailer.

d) Know form other

3. What would you do when you don’t get the prescribed brand?
a) Use alternative drug myself
b) Assuggestion by the retailer
c) Try in another pharmacy.

d) Consult to Doctor again.

4. Areyou satisfied with the prescribed drugs substituted by chemist?
a) Yes
b) No

c) Itiscompulsion
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5. Do you think that the foreign pharma product should be substituted by domestic
ones?
a) Yes b) No
If yes, why?
(i) It will provide chanceto grow Nepali companies
(@it) It will help to be competitive
(iii) It helpsto employment of Nepali people
(iv) Specify
(v) All of above

6. Do you think that government should give facilities for distribution on medicine?
a) Yes
b) No
¢) Don’t know
7. Does WTO have positive effect on Nepal ese pharma distribution channel ?
a) Yes
b) No

¢) Don’t know

8. Would you think that government should protect Nepal ese pharma industry?
a) Yes
b) No
c) Don’t know

If yes, how?
(1) It will generate employment within the country.
(i) It helpsto save foreign currencies.
(iii) It makes country’s economy sound.
(iv) Al
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9. Why number of Chemist isincreasing in Nepalese Market?
a) More profit margin
b) Cash sales
c) Demanding Business
d) Above all.

10. Which you prefer more if prescribed drugs are not available?
(1) Nepal ese brand
(i)  Foreign brand

(i)  Any onewhich iseasly available
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