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PREFACE 

It was the opportunity to serve as Lecturer in the Department of Economics, Goa University 

(where I taught from2003 to2007, before joining Carmel College) and to participate in various 

seminars organized by the Department on themes related to the economic development of Goa, 

which developed in me a keen interest to explore the contribution of the industrial sector in 

Goa. I became interested in studying the role of the pharmaceutical industry of Goa in 

particular, when I noted that successive Industrial Policy documents of the Goa Government 

laid stress on encouraging this industry stating that it is high value-adding, export-oriented, 

non-polluting, non-hazardous and high technology-intensive. 

The exploration of the history of the evolution, growth, and change in the Indian 

Pharmaceutical Industry revealed interesting facts. The industry operates in a highly dynamic 

environment, with increasing competition, cost-containment pressures, shorter product-life 

cycles, growing regulatory environments and increasing demands from professionals and 

patients. While many companies were overtaken by the changes in the external environment, 

those who adapted to the market changes and transformed themselves as market intelligent 

enterprises fared better. Even among the small and medium producers, those with an advanced 

marketing strategy were found to be better placed. 

It was against this background that I noted a research potential in the study of the marketing 

practices and problems of pharmaceutical companies registered in Goa. The dynamic changes 

in the global and domestic market environment and the implications of these as discussed in 

literature enabled me to articulate the research problem. The main aim of the research has been 

to bring into focus the practices adopted to face the market challenges and the factors that 

inhibit the market potential. 
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INTRODUCTION 

1.1 The Background of the Study 

In today's world, business environment is characterized by increasing global competition, 

rapidly changing technology and dramatic growth in international trade and foreign 

investment. These changes have important implications for marketing decisions in an 

organization. Perspectives on what constitutes marketing and on the place marketing holds in 

the firm have undergone substantial change over the years. According to Davidson (1989: 7), 

"the market place today is decreasingly receptive to traditional marketing strategies. The 

rapid changes in society and the increasing information din pose supreme challenges 

especially to small and medium-sized business." 

Hamel and Prahalad (1994:123) point out that regardless of any past success, a firm needs to 

understand the needs of the market, the forces of competition and the broad environment in 

which it needs to operate to assure long term success. 

The liberalization and globalization of the economy is compelling Indian companies to 

evolve an altogether new approach to business. Panwar (1997: 5) states, "To face both the 

new foreign and increased domestic competition, Indian companies need to take a critical 

relook at their strategies. Mere imitation of the moves of the multinationals and reacting to 

their marketing strategies would not be of much help to Indian firms. They will need to 

evolve new strategies not only to cope with but also to preempt the changes in the business 

environment." In India, the impact of increased competition has been felt by several 

companies who have lost their market leadership to newer and more efficient entrants. It has 
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been increasingly highlighted by experts that the success or failure of business now depends 

upon how efficiently the marketing functions are performed. Rahul Bajaj admitted in an 

interview to the Business World, (14-27 July, 1993), "Earlier the Government used to plan 

shortages for the businessmen's comfort but today markets are the determining factors. The 

orientation of the business is no longer towards overcoming government hurdles, but the 

focus is increasingly on consumers, stockists and dealers." 

Efficient marketing not only contributes to the success of a firm but is also desirable for 

promoting overall macro economic growth, through its role in mobilizing rural savings, 

creation of a strong capital market, export promotion, and acceleration of the growth of the 

service sector in the country. ( Kacker 1982) 

A growing volume of literature suggests that to create market share, pharmaceutical 

organizations will have to look at marketing as a basic philosophy and all functions have to 

be integrated with marketing. On the other hand there are also many studies which point out 

that consumer goods style of marketing cannot be applied to phanna products and the impact 

of new drugs on the overall health of society lead to rather specific ethical concerns, related 

to marketing.(Rane 1996; Srinivasan 1999) 

Pharmaceutical Companies in India have to play a multidimensional role in the economy. 

What Panwar states about the role of marketing is amply true, when applied to Indian 

pharmaceutical companies. He states, "In an economy like India that is striving to break the 

age old bondage to misery and deprivation, marketing has to act as a catalyst for 

transformation of latent resources into actual resources and desires into accomplishments. 

The marketers of the new era need to be responsible economic leaders and informed 

3 



economic citizens. They should think beyond the glitter of consumer goods and promote 

products and services of social relevance. Their activities should not remain confined to big 

cities and towns but also reach out to the millions living in rural areas." (Panwar 1997: 18) 

Pharmaceutical marketing using specialized skills of communication and persuasion can be 

effectively used for attaining some basic socio-economic objectives including population 

control, rural health care, consumer education and awareness. Thus the right marketing 

strategies by pharmaceutical companies can contribute not only to their success, but can also 

bring about socio-economic transformation in society. 

In the world of pharmaceuticals new products are essential for success, but because of the 

extraordinary costs required for R & D very few Indian firms can stay on top of all new 

developments. However, India's diversity could provide plenty of opportunities for Indian 

companies if they identify their strengths and design and execute marketing strategies well. 

(Lalitha 2001). The domestic companies' advantage lies in their ability to understand local 

needs and access local markets as well as in the cost advantage due to lower prices of cost of 

production, materials and skilled labour. 

National and multinational pharmaceutical companies are also strategically poised against 

each other with the implementation of the product patents for pharmaceuticals in India under 

the TRIPS agreement since January, 2005. This implies shifting from a patent regime that 

granted only process patents of seven years duration (Indian Patents Act, 1970) to one that 

must provide for product patents of 20 years duration. A SWOT (Strengths, Weaknesses, 

Opportunities, Threats) analysis of the Indian pharmaceutical industry in the WTO regime 

conducted by Lalitha (2002), reveals that the industry faces threats in the form of competition 

from other Asian giants particularly China. The researcher feels that the Indian industries 
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should collaborate with pharmaceutical MNCs in R&D, in marketing of products and 

improving the standards of production to widen the export market. 

Given the traditional plant base, India can take a leading position in developing, producing 

and exporting tropical drugs. India's diversity could provide plenty of opportunities for not 

only the big, but even the smaller pharmaceutical companies if they design and execute the 

right marketing strategies. A FICCI survey lists improper market access, language barriers, 

lack of market understanding, and lack of quality agents that pose hurdles to pharma exports. 

With increasing competition in branded generics, intensifying cost containment pressures, 

shorter product-life cycles, growing regulatory environments and increasing demands from 

professionals and patients, the pharmaceutical industry has entered an era riddled with 

challenges tougher than ever before. Even the most advanced pharmaceutical product cannot 

succeed without an equally advanced marketing strategy in place due to the new definitions 

of customer interaction via the interne and the complex management of research and 

demand chain partners. In fact, marketing has become a critical engine of innovation for 

sustenance. 

There are challenges no doubt for the Indian pharmaceutical industry (IPI), but they can be 

converted into opportunities with the right marketing practices. Pharmaceutical 

manufacturers spend vast sums of money on promotion, including sales representatives, 

samples, advertisements in broadcast and print media, and sponsorship of educational events 

and conferences. In the USA alone, almost US$21 billion was spent on promotion in 2002. In 

developing countries sales representatives are frequently the only source of drug information. 

Research suggests that doctors often use promotion as a source of information about new 

drugs. Doctors in private practice, or who graduated long ago report the highest use of 
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promotion as a source of drug information. Heavy promotion of new drugs leads to 

widespread prescribing and use before the safety profile of these products is fully understood. 

Newer and more expensive medicines displace older, less costly ones without any evidence 

of an improvement in therapeutic outcomes. In this context, it is essential that companies do 

not neglect their social and ethical responsibility for their healthy and long run growth, as 

well as for the health and well-being of society. 

The core subject matter of this study is to understand the marketing practices adopted by the 

local pharmaceutical companies that are registered in Goa under the Company's Act and the 

problems they face which act as constraints in marketing of their products. 

1.2 Statement of the Research Problem 

Local, small and medium, companies dominate the Indian pharmaceutical industry with 

significant contribution to the national drug production and employment. They play an 

important role in enhancing domestic technological capabilities in drugs production and have 

been instrumental in keeping drugs prices affordable for the Indian populace in remote rural 

areas. This rise of small firms in this sector has been facilitated by a set of strategic 

government polices implemented in the past decades like adoption of a process patent 

regime, relaxation granted from price control and industrial licensing requirement, 

reservation of items for exclusive production and preference in government procurement, etc. 

Since 1990s, however, the regulatory regime for small firms underwent dramatic changes 

with withdrawal of rnost of the favorable policies and implementation of regulations like a 

long-term product patent regime, withdrawal of exemption from price controls, and 
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1.3 The Evolution and Growth of the Indian Pharmaceutical Industry 

Tracing the history of the evolution of the modern pharmaceutical industry in India, we find 

that production of modern medicine by indigenous units started with the setting up of Bengal 

Chemical-and Pharmaceutical Works in 1892, which was followed by the establishment of 

Alembic Chemical Works in 1907. At this point in time, the Patents Act of 1911 was in 

practice which facilitated patenting all the processes of manufacturing and the product itself. 

Hence indigenous firms were legally prevented from manufacturing most of the new drugs 

introduced by MNCs. After independence, the setting up of the public sector units and the 

technical institutes contributed to the growth of the domestic industry. However the import 

content of the basic drugs produced was high due to which the prices of the products were 

the highest in the world. (Lalitha 2002) 

The period after 1970 is significant for 1PI (Indian Pharmaceutical Industry), as the Patent 

Act of 1970 was amended in 1970. Under the Act, only one process that was used in the 

actual manufacturing could be patented. This change brought about a renaissance to the 

pharmaceutical industry in the country. More units to set up drugs which were primarily 

imported till then were set up. There was a significant increase in the production of bulk 

drugs and formulations after 1970. The adoption of the Foreign Exchange Regulation Act 

(I-ERA), 1973, Indian Drug Policy (1978 and 1986) and the Drug Price Control Order, 1970, 

enabled the domestic firms to advance in terms of market share and manufacturing 

capability. 
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In the 1990s, several significant changes occurred in the pharmaceutical sector with the 

introduction of trade liberalization measures. The Government increased the automatic 

approval for FDI in the sector from 41 per cent to 51 per cent and subsequently to 74 per cent 

in 1997. The overall result was the reduction of the market share of MNCs from 75 per cent 

in 1971 to about 35 per cent currently:Share of domestic firms simultaneously grew from 20 

per cent to 65 per cent. Table 1.1 shows the changes in the market shares of MNCs and 

Indian companies over the years. 

Table 1.1- Structural Chan e in the Indian Pharmaceutical Indust 
Nature of firm 1970 1982 1993 
Western MNCs 80 50 39 

Indian Public Sector 10 2 1 

Indian Private Sector 10 48 60 

Source: OPPI, 1994 

In 2004, the IPI grew at a rate of 7.2 per cent and it contributed 1.3 per cent of India's GDP. 

According to Indian Drug Manufacturers Association estimates, the size of the domestic 

market in terms of value was Rs. 440 billion in 2006. Exports amounted to Rs. 215 billion in 

the same year. IPI's share in the global pharma sales volume was 8 per cent, while its market 

share amounted to 1.3 per cent of the global sales value. IPI is ranked 4 thin the world in 

volume terms and 13 th  in terms of value. 

In 2005, the domestic pharma industry employed half a million people directly, while it 

provided employment to another two and a half million indirectly, taking total employment 

generation of the industry to three million people. The compound annual rate of growth of 

production of bulk drugs from 1991 to 2005 was 8.4 per cent while that of formulations was 
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Bulk drugs 	 Formulations 

	

1980-81 to 1989-90 	 5.0 	 5.5 

	

1991-92 to 1994-95 	 7.6 	 7.25 

1995-96 to 2004-05 

1991-92 to 2004-05 

10.2 5.5 

8.4 4.9 

4.9 per cent over the same period. Table 1.2 reveals that while both bulk drugs and 

formulations production were growing at similar rates from 1980-81 to 1994-95, growth rate 

of production of bulk drugs almost doubled after 1995. Bulk drugs production has been 

growing almost twice as fast as formulations production during 1995-96 to 2004-05. 

Table 1.2 Compound Annual Growth Rates of Production in the IPI (1980-81 to 2004- 
05) 

Source: Bulk Drug Manufacturers' Association, Bulk Drug Industry at a Glance, Various Issues. 

Table 1.3 summarizes the growth and progress of the IPI in terms of various indicators just 

before TRIPS implementation. 

Table 1.3 IPI: Growth Indicators (in Rs. Million) 

Particulars 1965-66 1980-81 1997-98 1999-2000 2000-01 2002-03 

Capital Investment 1400 5000 18400 25000 29000 45000 

Production 1680 14400 146910 197370 228870 392547 

Formulations 1500 12000 120680 159600 183540 238659 

Bulk Drugs 180 2400 26230 37770 45330 63908 

Export 30.5 464 53530 72300 87340 128260 

Import 82 1125 28680 16160 29800 28650 

R&D Expenditure 30 147.5 2200 3200 3700 6600 

Source: CII, 2006 

It is estimated that there are around 25,000 registered pharmaceutical companies in India, 

however only 250 leading companies dominate over 70 per cent of the market. The rest of 
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the units are small players that are mainly engaged in the manufacture of formulations with 

lower investments in plant and machinery and are less technology-intensive. 

1.4 The Pharmaceutical Industry of Goa 

The small state of Goa, one of the major tourist destinations in India, is also a major 

pharmaceutical producer in the country with an annual production of over Rs. 2000 crore. 

Goa caters to nearly 12 per cent of the country's total pharma produce i.e. one- tenth of the 

total pharmaceuticals manufactured in the country. 

The pharmaceutical industry in Goa developed only after liberation. Pascoal Menezes of the 

diversified trading group, Cosme Mathias Menezes (CMM), initiated Goa's first phanna 

manufacturing site in 1963. Small pharmaceutical workshops and units on a small scale were 

set up by local entrepreneurs in the seventies which conducted manufacturing operations. 

Prominent among the entrepreneurs were Ramnath Kare who started DCI Pharmaceuticals in 

1971, Arun Naik who set up Merit Pharmaceuticals in 1977 and Dilip Salgaokar who 

established Geno. Lack of appropriate infrastructure, inadequate availability of industrial 

land, power and water supply, shortage of skilled labour, want of technical manpower could 

be cited as some of the reasons for the slow development of this industry in the early post 

liberation period. Around 1975, the Government of Goa established the Economic 

Development Corporation (E.D.C) with the objective of. accelerating industrialization in the 

territory. Government's industrial policy offered various financial incentives to industrialists 

and EDC identified pharmaceuticals as one of the thrust industries. State-owned Goa 

Antibiotics was set up in 1983 and Centaur Pharmaceuticals in 1987. The availability of 

appropriate space in the industrial estates, establishment of convenient and fast 

communication as well as transit links with the rest of the country, particularly the metros 
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like Mumbai, Delhi, Bangalore, etc. coupled with the Government incentives for setting up 

industries resulted in the establishment of some small, medium, and large pharmaceutical 

units in Goa. 

It was in the early 1990s that the pharmaceutical industry really blossomed in Goa with 

several big names setting up shop in the state. Many Mumbai-based companies started 

shifting to Goa as it became increasingly difficult to expand their operations in Mumbai due 

to rising trade union militancy and escalating real estate prices. In addition, the state 

Government offered a liberal income and sales tax holiday as an 'industrially backward state' 

which lasted for a decade between 1994 and 2004. 

As per official figures, Goa has 295 registered pharmaceutical producers together with 403 

units in operation, including loan-licensed units. Of this 108 are independent units. While 

most units undertake manufacturing of various pharma products, some have also set up R&D 

centres. Goa's pharma hub employs more than 10,000 persons directly and several thousands 

indirectly as well. 

The Pharmaceutical industry in Goa has led to the development of various ancillary and 

service units in and around Goa. This makes it easier for the companies to avail of packaging 

services, consumables, and allied services necessary for the smooth running of the industry. 

Goa is well connected to other states of the country, by road, sea or air, hence obtaining raw 

materials required for production is convenient and the finished products can also be sent to 

various destinations. 
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1.5 Objectives of the Study: 

The main objectives of the present study are as follows: 

i) To study the extent of market orientation of the selected pharmaceutical companies 

registered in Goa. 

ii) To analyze the product profiles, differentiation policies and pricing practices of the 

selected companies and to make relevant comparisons between the companies. 

iii) To examine the promotional mix and the promotional budget of each company. 

iv) To study the distributional policies of the selected companies. 

v) To study the difficulties and problems associated with the marketing framework of 

these companies. 

Accordingly, the sub-objectives are: 

i) To analyze and compare the market performance of the companies in terms of sales and 

profitability. 

ii) To compare within the selected group, the marketing effectiveness of the smaller vis-a-

vis the relatively bigger ones. 

1.6 Research Hypotheses 

The present study has the following hypotheses; 

i) Companies are becoming more market oriented. 

ii) Globalization and competition is leading to significant changes in the strategies of the 

companies. 

iii) Smaller companies require Governmental support and concessions to survive the 

competition. 
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iv) Personnel selling strategies are used in combination with other sales promotion 

strategies by the pharmaceutical companies. 

Marketing success of the pharmaceutical companies is dependent on size of the 

companies. 

1.7 Data and Methodology 

The research is conducted largely through descriptive designs. Since the current study aims at 

studying the practices prevalent in the pharmaceutical industry, the descriptive method that 

will permit inferences to be drawn about the causation is adopted. 

The study covers the pharmaceutical companies that are registered with the Registrar of 

Companies, Govt. of Goa, under the Companies Act, and accordingly have their registered 

headquarters in Goa. A Pharmaceutical Company has been defined as one that manufactures 

and sells products that belong to one or more of the following categories: 

1) Prescription Medicines: Products that have to be prescribed by a qualified 	medical 

doctor. 

2) OTC Products: Products usually for common ailments that do not require a 

prescription and can be purchased in retail pharmacies and other retail outlets by the 

consumer. 

3) Animal Health Products: Products designed for use in treating animals and preventing 

disease in animals. 

4) Bulk Chemicals, Capsules etc: Products sold by one manufacturer to another at an 

intermediate stage in the manufacturing process. 
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Out of the 19 pharmaceutical companies registered with the Registrar of Companies, 

Government of Goa, only 9 companies are actively involved in manufacturing and 

marketing, while the others undertake contract manufacturing. Out of the 9 companies, 7 

companies are selected for the study, using the judgemental sampling approach, giving a 

sample size of 77.7 per cent. The selected companies are: i) Wallace Pharmaceuticals Pvt. 

Ltd. ii) Cosme Farma Laboratories Ltd. iii) Kare Pharmaceuticals Pvt. Ltd. iv) Geno 

Pharmaceuticals Ltd. v) Merit Pharmaceuticals Pvt. Ltd. vi) Goa Antibiotics and 

Pharmaceuticals Limited. vii) Toyo Laboratories Private Limited. 

Primary data has been collected by administering a questionnaire to the Directors/ General 

Managers/ Marketing Heads of selected companies and by using the personal interview 

method. A structured questionnaire with many close-ended questions and some open-ended 

free response questions was prepared. In order to cross validate the responses given in the 

questionnaire arid to obtain deeper insights, CEOs/ Senior Managers of the selected 

companies were also personally interviewed. 

The study covers the time period from 2002-2008. Secondary Data pertaining to the 

companies for the period 2002-08, has been obtained from Annual Reports of the companies, 

obtained from the Registrar of Companies, Goa for the stated period. However, in case of 

some companies and some variables, data for the period 2002-07, has been used, as data for 

2007-08 was not uniformly available on all variables, in case of some companies.. To study 

the comparative trends in key variables, the time period considered is 5 years i.e. 2002-07. 

Secondary sources like Industry reports and journals have also been used for the study. 
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The main variables that are studied pertaining to each company are investments in R&D, and 

quality control, trends in marketing expenditure, market share, market size, products and 

brands, promotional expenditure, expenditure on field force staff, distributional channels and 

costs, sales turnover, PBT(Profit Before Tax) and PAT(Profit After Tax). 

The present study uses statistical measures like average percentage share, average annual 

growth rates, ratios, coefficient of variation and standard deviation. Financial variables 

examined to measure trends in performance include the profitability figures and sales 

turnover. Financial ratios computed include the Gross Profit Ratio, Net Profit Ratio and 

Selling Expenses Ratio. Comparative trends in financial performance on the basis of these 

three key ratios are studied for a period of three years i.e. 2004-07. 

Gross profit measures the extent of profits, the business earns in relation to the sales it makes. 

It is defined as the "excess of net sales over cost of goods sold". It is calculated as follows:- 

Gross profit margin= Sales — cost of goods sold x 100 
Sales 

This is the total margin available to cover operating expenses and still yield a profit. Cost of 

goods sold is the total of materials, labour, production and other trading expenses incurred on 

the quantity of goods sold. It is calculated from the balance sheet data as follows:- 

Opening stock of finished goods. 

Add :cost of materials consumed, 

labour expenses incurred on conversion of raw materials 

other direct charges. 

Less: closing stock of finished goods. 
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Net sales are obtained by deducting from gross sales, returns and allowances. A comparison 

of gross profit ratio over the years reveals trends in basic profitability of a company. 

Comparison of gross profit ratio with other firms will reveal the comparative position of the 

firms in terms of market performance. 

The Net Profit Ratio for each individual company is calculated for a 3- year period to 

indicate the relationship between net profit and sales. It is calculated as under: 

Net Profit Ratio= Profit After Tax x100 
Sales 

Selling expense ratio analyzes the selling expenses of each company and is expressed as a 

percentage in relation to net sales. It is calculated as follows; 

Selling expenses  X 100 
Net sales 

A comparative analysis on selling expenses is undertaken to reveal whether each company's 

expenses are higher or lower as compared to others and their link with profitability. 

Conclusions of the study are based on the analysis of both primary and secondary qualitative 

and quantitative data. 

1.8 Relevance of the Study 

The pharmaceutical industry is important for the economy of Goa with potential to generate 

growth and employment. It has been recognized as one of the 'Sunrise Industries of Goa" as 

it is ideally suitable to the Goan ecology. The Industrial policy of the Goa Govt. lays 

particular stress on encouraging this industry stating that it is high value adding, export-__ 

oriented, non-polluting and non-hazardous and high technology intensive. In view of the 

importance of the industry to the state, the study has been chosen to examine the marketing 
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activities of the pharmaceutical companies, as in the fiercely competitive environment, 

'marketing' is the core business philosophy. 

Many multinational pharmaceutical companies are attracted to Goa and local units operating 

in the- state are facing increasing competition from them. Since success of the local 

pharmaceutical industry depends to a large extent on its adoption of right marketing 

practices, the study has been chosen to provide insights into the marketing practices of 

pharmaceutical companies registered in Goa. 

The study will provide gainful information on whether the companies monitor the business 

environment on an on-going basis, their perception on strengths, opportunities, weaknesses 

and thwats and whether these are reflected in their marketing strategies. An assessment of the 

marketing problems facing the firms will provide inputs for administrative decision making 

and policy formulation for the balanced growth of the pharmaceutical sector in Goa. 

Specifically it will help to understand the marketing problems of the local small units. 

Above all, the study vvill give important insights into the dynamism and preparedness of the 

industry in the wake of the product patent regime and how the firms use marketing strategy 

as a tool to combat the challenges. 

Since such a study is going to be carried out for the first time in Goa, it will form a primary 

source of data for subsequent researchers. 
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1.9 A Brief Profile of the Selected Companies. 

1.GENO PHARMACEUTICALS LTD. 

Geno Pharmaceuticals Ltd. was established in December1975 as a Public Limited Company. 

It commenced commercial operations in March1977 initiating manufacture of it's 

formulations on contract basis in Mumbai and Goa. Simultaneously, GENO initiated 
_ 

construction of its own formulation manufacturing facility at Karaswada, Mapusa, Goa. 

GENO has established brands in Anti Migraine, Anti Vertigo and family health 

pharmaceutical products in India. 

2.WALLACE PHARMACEUTICALS PRIVATE LIMI I bD 

Wallace was formed through collaboration between Carter Wallace Inc. and Cosme Matias 

Menezes Pvt. Ltd. in 1968. An important feature of this collaboration was that the foreign 

company would extend to the Indian company all the benefits of their research in USA. 

Wallace is today a wholly Indian company, and has emerged as an important player in the 

Indian domestic market. In the international arena also, Wallace is making its mark as a 

healthcare solution provider. 

Wallace manufactures formulations and has leading brands in the Antibiotic, Anti-infective, 

Pain & Inflammation, Topical Antibiotics, Antiacne, Paediatrics, Dermatology and Diabetic 

segments. 

3. KARE LABS PRIVATE LTD. 

Kare Labs is part of the Kare group of companies which was founded in 1932. The 

pharmaceutical business of the Kare group consists of 3 manufacturing companies; viz. DCI 

Pharmaceuticals Pvt. Ltd., Motiff Laboratories Pvt. Ltd. and Kare Labs Pvt. Ltd. Kare Labs 

was established in 1997 and commenced production in the same year. 
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Kare Laboratories is engaged in manufacturing and marketing its own products in India and 

also exports its products. It also engages in contract manufacturing for various multinational 

and leading Indian companies. Several products of the Kare group are also being regularly 

supplied to Government institutions. 

COSME FARMA LABORATORIES LTD. 

The CMM or Cosme Matias Menezes Group began in 1910 with a small retail pharmacy in 

GOA. Today, the CMM group has grown into a Rs.330 crores ( US$ 75 million ) business 

conglomerate with international collaborations & diversified interests in Manufacturing & 

Marketing of finished pharmaceutical formulations, trading, manufacture of personal care 

products, distribution of Fast Moving Consumer Goods (FMCG), Distribution of Medical 

Disposables etc. 

Cosme Farma Laboratories was registered as a private limited company in 1981 and was 

converted into a public limited company in 2001. 

5. TOY() LABORATORIES PRIVATE LIMITED 

This pharmaceutical unit was established in the year 1985 with the facility of manufacturing 

tablets. The company was also getting products manufactured on loan license from Merit 

Pharmaceuticals and DCI Pharmaceuticals. 

Toyo currently manufactures drug formulations in tablet, ointment and capsules form and 

markets in Goa, Kerala, Karnataka and Maharashtra. 

6.MERIT PHARMACEUTICALS PRIVATE LIMITED 

This company was started in 1977 by a young entrepreneur, Mr. Arun Naik, a chemical 

engineer by profession. The company's motto has always been 'Working towards alleviating 

Human Suffering'. The product range of the company includes antibiotics, analgesics, anti- 
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microbials, antacids, tranquilizers, anti-asthmatics, expectorants and vitamin supplements. 

Merit markets its products in Maharashtra, Kerala, Karnataka and Goa. 

7. GOA ANTB3IOTICS AND PHARMACEUTICALS LIMITED (GAPL) 

This public sector enterprise was incorporated in December 1980 as a subsidiary of 

Hindustan Antibiotics Limited in joint venture with EDC Ltd. At present the company is 

wholly owned by EDC Ltd. It manufactures pharmaceutical formulations at its plant situated 

at Tuem in Pernem Taluka in North Goa. 

The company's manufacturing facility is upgraded in the recent past and is operational as per 

revised schedule `M' and WHO Good Manufacturing Practices (GMP) guidelines. 

1.10 Limitations of the Study 

The findings of the study are largely based on the responses provided by the respondents and 

on the audited annual accounts of the companies. Hence, data on all parameters included in 

the study, could not be uniformly obtained for all companies. 

Since, it is a study of selected companies which are heterogeneous in nature, many of the 

findings and conclusions are general in nature and may not be strictly specific to a particular 

company. 

As this is a qualitative type of research, the prime focus has been description of strategies and 

not a statistical testing of variables. 

The study of individual pharmaceutical companies covers the period of six years; i.e. 2002- 

03 to 2007-08. But, wherever data is not available for, 2007-08, the study includes an 
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analysis of the company strategy and performance during the 5-year period between 2002-07. 

A comparative study on trends in certain key financial variables is conducted only for a 3- 

year period i.e., 2004-05 to 2006-07. 

This is a state-level study and- hence no comparisons have been made with pharmaceutical 

units in other states. 
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REVIEW OF LITERATURE 

2.1 Introduction 

The review of literature has been classified into three categories. 

A) Marketing Principles and Practices. 

B) The Economic Characteristics of the Pharmaceutical Market 

C) Marketing Practices in the Pharmaceutical Industry and the Impact of Promotional 

Strategies. 

The first category deals with studies and principles of marketing in general, that have 

important implications for pharmaceutical marketing in the modern era. The various studies 

in this section throw light on the changes in the marketing environment and emphasizes the 

need for a reorientation in the marketing outlook of modern organizations. 

The second category highlights the economic structure and characteristics of the 

pharmaceutical market, and the implications of these on the strategies of pharmaceutical 

companies. 

Studies relating to the marketing practices adopted by pharmaceutical companies, the 

changing trends in pharmaceutical marketing and the impact of promotion on doctor's 

attitudes and prescriptions are covered in the third category. 
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2.2 	Marketing Principles and Practices: 

Levitt (1960) cautioned business firms against "Marketing Myopia" a term he coined to 

define the short sighted vision of firms when they are too much preoccupied with the 

product. He suggested that to avoid restricted vision, firms must keep in mind what business 

they are in, what generic need is satisfied by their products and whether their products are 

satisfying these needs well. Firms must take into account not only the current needs of the 

customers, but also the latent needs that may surface in the next 5-10 years. The implication 

for the pharmaceutical industry is that researching disease patterns and customer needs is 

vital for marketing success. 

In an important study conducted with the objective of finding the communication effects of 

promotional tools in business markets, Levitt (1965) arrived at the following conclusions:- 

1) A company's reputation improves its sales forces' chances of getting a favorable first 

hearing and an early adoption of the product. Therefore corporate advertising that can 

build up the company's reputation will help the sales representative. 

Sales representatives from well-known companies have an edge if their sales 

presentations are adequate. But a representative from a lesser-known company who 

makes a highly effective presentation can overcome this disadvantage. 

3) Company reputation helps most where the product is complex, the risk is high and the 

purchasing agent is less professionally trained. 

The implications of these for pharmaceutical marketers are significant, given the fact that 

pharmaceutical companies rely extensively on selling through medical representatives. 
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Parsons (1975) in an article in the Journal of Marketing Research, on the effectiveness of 

marketing programs at different stages of the product life cycle found the following trends in 

the response of market share as the life cycle moves from introduction towards maturity and 

decline:- 

1. Market share becomes increasingly responsive to price 

2. Market share becomes increasingly responsive to product quality. 

3. Market share becomes decreasingly responsive to awareness-oriented advertising 

4. Market share becomes decreasingly responsive to distribution expenditures. 

His study implies that the productivity of different marketing programmes changes over the 

course of the product life cycle 

Drucker (1975) highlighted that marketing is not the same as selling. In his words, the aim of 

marketing is to make selling superfluous. The aim of marketing is to know and understand 

the customer so well that the product or service fits him and sells itself. Applying this to the 

pharmaceutical industry, it can be observed that this orientation can prove to be highly 

successful for the firms with advertising and branding regulations and restrictions. 

Lilien (1979) researched business marketing practices in a major project called ADVISOR 

and reported the following findings: 

1. The average industrial company set its marketing budget at 7% of its sales. It spent only 

10% of its marketing budget on advertising Companies spent the remainder on sales force, 

trade shows, sales promotion and direct mail. 

2. Industrial Companies spent a higher than average amount on advertising where their 

products had higher quality, uniqueness or purchase frequency or where more customer 

growth was occurring. 
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3. Industrial Companies set a higher than average marketing budget when their customers 

were more dispersed or where the customer growth rate was higher. 

Bonoma (1984), in an article titled, 'Making Your Marketing Strategy Work', in the Harvard 

Business Review, states that marketing strategy and the execution of this strategy have a 

reciprocal effect on each other. Problems in implementation can often disguise a good 

strategy. If the execution of the strategy is poor, it may cause marketing management to 

attribute the failure to a poor strategy and permanently change its approach. However, at the 

other extreme, one may find an inappropriate strategy compensated for by excellent 

execution. In this situation, management may have time to recognize the strategic mistakes 

and adjust its strategy. He notes that in those companies that consistently seem to execute 

marketing well, it is found that lower level managers are encouraged to challenge and 

provide suggestions for improvements to existing methods of operation. 

Clifford and Cavanaugh (1985) identified over two dozen highly successful mid-size 

companies in order to study their success factors. They found that virtually all these 

companies were nichers, serving small market segments not being served by large firms. 

They concluded that niching is highly profitable because the market nicher ends up knowing 

the target customer so well that it meets their needs better than other firms that are selling to 

this niche casually. As a result the nicher can charge a substantial price over costs. Because 

niches can weaken, the authors suggest multiple niching compared to single niching. These 

suggestions have important implications for small and medium pharmaceutical producers. 

Gupta, et al (1986) developed a model for studying R&D- Marketing interface in the product 

innovation process. They concluded that a balanced R&D-Marketing coordination is strongly 
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correlated with innovation success. This finding is relevant for research-intensive industry 

like pharmaceuticals. 

Souder (1988) suggested several ways in which R&D-marketing cooperation can be 

facilitated. 

1. Sponsor joint seminars to build understanding and respect for each other's goals, 

working styles and problems. 

2. Assign each new project to functional teams including, R&D and marketing personnel 

who work together through the project's life. 

3. R&D and marketing jointly establish the development goals and marketing plan. 

4. Encourage R&D participation into the selling period including involvement in 

preparing technical manuals, participation in trade shows, carrying out post 

introduction marketing research with customers etc. 

Carpenter et al (1993) examined strategies for successfully entering markets held by 

incumbent firms. They identified 4 strategies that have good potential in this situation. 

1. Differentiation or positioning away from the dominant brand with heavy advertising 

and comparable or premium price. 

2. Challenger or positioning close to the dominant brand with heavy advertising and 

comparable or premium price. 

3. Niche or positioning away from the dominant brand to exploit a profitable niche. 

4. Premiuni or positioning near the dominant brand with little advertisement but a 

premium price to move 'up market' relative to the dominant brand. 
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Churchill et al (1993) undertook a study to find out what motivates sales representatives, and 

attempted to measure the importance of different possible rewards. Their main findings were 

that the reward with the highest value was pay, followed by promotion, personal growth and 

sense of accomplishment. The least valued rewards were liking and respect, security and 

recognition. In other words, sales people are highly motivated by pay and the chance to get 

ahead and satisfy their intrinsic needs and less motivated by compliments and security. 

However, the researchers also found that the importance of motivators varied with 

demographic characteristics. 

-Financial rewards were mostly valued by older, longer tenured people. 

-Higher order rewards (recognition, liking and respect, sense of accomplishment) were 

more valued by young sales people who were unmarried or had small families and usually 

more formal education. 

Pharma companies which are affected by high field sales force attrition levels need to take 

into account these findings while designing sales force management programmes 

Empirical research conducted by Anderson et al (1994), on Swedish business firms, 

concludes that higher profitability (as measured by a firms return on investment) is a 

consequence of higher quality. Better quality allowed firms to increase their relative sales 

position in the market. These firms whose market position grew than become more 

competitive on average costs because of the economies of scale and realized higher profits. 

We can conclude that quality is an essential pre-requisite for the pharmaceutical industry and 

quality should be reflected in the firm's marketing strategy. 
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Hamel and Prahalad reported the findings of their study in the Harvard Business Review 

(1994), that only 40% of a senior executives time is spent looking outward to environment 

challenges and only 30% of that time involves thinkindat a time horizon of 3 or more years. 

The author's caution that in the present environment characterized by increasing global 

competition, seemingly continuous flow of new technology and sophisticated customers, no 

firm should presume that it can maintain its standing easily. Regardless of any past success, a 

firm must understand its customer's needs, its competition and the broad environment in 

which it operates to assure long term success. In the pharmaceutical industry, many market 

leaders of the past are found to have lost their market position in certain segments. The 

author's suggestions are highly relevant for the pharma companies of the era. 

Guiltinan et al (1996), in their book, 'Marketing Management', cite the findings of the 

Strategic Planning Institute, Cambridge based on research on the 'Profit Impact of Marketing 

Strategy.' Covering over 3000 business units in some 450 companies, the research succeeded 

in demonstrating some important relationships among business strategy, competitive position 

and market forces. The most pertinent findings are the following:- 

1. Absolute profit levels increased with a firm's relative market share and the growth rate 

of the market it serves. 

2. The impact on profitability of extensive efforts at new product development or product 

differentiation is positive if the business is already in a strong market position. 

3. Efforts to increase market share may have a negative short run effect on cash flow even 

as market share grows. 

4. Quality as perceived by the customer has a favorable effect on market share and 

profitability. 
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Panwar (1997) focusing on contemporary marketing issues and their strategic implication in 

the Indian context states that to combat competition in globalizing economy, Indian firms 

have to be proactive in the areas of product development and customer service. Mere 

imitation of the moves of MNCs and imitating their marketing strategies would not be of 

much help. To.face the challenge from MNCs successfiffly, Indians firms need to strengthen 

their marketing and distribution systems, using benefits of conununication and information 

technology. He observes that marketing research has been a grossly neglected function. 

According to him, in the 1980s average spending on market research by large and medium 

sized Indian firms has been less than 1% of the gross turnover. He notes that in the 

competitive environment, information can make the difference between success and failure. 

He suggests the following marketing strategies for companies to survive the competition:- 

customer orientation, selecting right product, strong distribution network, information 

management, globalization of markets, restructuring of business portfolios and corporate 

policies and focus on core competencies. He also suggests that firms should study and 

identify the core values of their brands to develop suitable marketing strategies for them. 

Smith (1997) and Kotler (2000) stress that business success and continually satisfying the 

customer and other stakeholders are intimately tied to adoption and implementation of high 

standards of business and marketing conduct. They advocate the societal marketing concept 

which holds that the organization should determine the needs, wants and interest of target 

markets and to deliver the desired satisfactions more effectively and efficiently than 

competitors in away that preserves or enhances the consumer's and society's well-being. 

They suggest that companies should undertake periodic ethical social responsibility reviews. 
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Pringle and Marjorie (1999) endorse this view and highlight a form of societal marketing 

concept called cause- related marketing. They define this 'as activity by which a company 

with an image, product or service to market, builds a relationship or partnership with a 

'cause' for mutual benefit. They see it as affording an opportunity for companies to enhance 

their corporate reputation, raise brand awareness, increase customer loyalty, build sales and 

increase press coverage. They believe that customers will increasingly look for 

demonstrations of good corporate citizenship. Smart companies will respond by adding 

"higher order" image attributes than simply rational and emotional benefits. 

Kotler (2000), in a study of seventy-five companies of varying sizes in different industries 

with the objectives of studying the marketing plan control procedures in implementing 

marketing strategies reports the following findings: 

1. Smaller companies do a poorer job of setting clear objectives and establishing systems 

to measure performance. 

2. Less than half of the companies studied knew their individual products profitability. 

About one-third of the companies had no regular review procedure for spotting and 

deleting weak products. 

3. Almost half of the companies fail to compare their prices with those of the competitors, 

to analyze warehousing and distribution costs, to analyze the causes of returned 

merchandise, to conduct formal evaluations of advertising effectiveness and to review 

their sales force call reports. 

This implies that marketing department has to monitor and control marketing activities 

continuously to prevent failures. 

r- 

32 



In an interesting study, to find out the market orientation of Indian firms in the free market 

economy, by Jayachandran (2004), data were collected from 81 managers working in both 

public and private sector companies by administering a structured questionnaire. The study 

revealed that the companies follow a middle path i.e. they are neither very low nor high on 

market orientation. The relationship between market orientation and overall performance was 

tested using Pearson's product moment correlation. A regression analysis was also used to 

confirm the relationship. A significant positive correlation was found between market 

orientation and overall performance. This shows that overall performance depends on the 

extent to which the company is market oriented, a finding which the researcher found is in 

the consonance with earlier findings by Jaworski and Kohli (1993). 

Jain (2004), in his book, "Marketing Planning and Strategy", cites the study by Cooper et al 

to find out the role marketing plays in the strategic management process of American firms. 

The main findings of this study are that failure in marketing can block the way to goals 

established by the strategic plan. When the external environment is stable, a company can 

successfully ride on its technological lead, manufacturing efficiency and financial acumen. 

As the environment shifts however, "lack of marketing perspective makes the best planned 

strategy treacherous". The study also noted a shift in the American corporation's business 

planning priorities more towards strategic marketing and the market planning function. 
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2.3 Economic Characteristics of the Pharmaceutical Market 

A study by Grabowski (1968), relating size of the pharmaceutical firm to R&D efforts, using 

sales as index of firm size and R&D expenditure as index of R&D effort concluded that 

research intensity initially increases with firm size but declines thereafter. According to his 

_ findings, the largest pharmaceutical firms while possibly the biggest absolute performers of 

R&D are not the most research intensive firms. Also relating the size of R&D effort to 

innovative output, covering the period 1959-62, he concluded that large firms do not 

necessarily have higher research productivity than smaller. 

However Schwartzmann's (1976) study of pharmaceutical firms covering the period 1965- 

70, to find out the relation between size of R&D and innovative output concluded that large 

and increasing economies of scale exists and that large firms were more innovative. 

Schwartzmann's study reflects changing circumstances in pharmaceutical R&D, with 

increasing R&D costs and higher costs of new drug registration. 

National Economic Development Office, UK (1972), conducted surveys of published 

pharmaceutical company accounts of British companies which showed profit before tax as a 

percentage of sales to have declined over previous ten years. Two factors were noted to 

change overall price levels to be about 10% lower than they would otherwise have been 2) 

The effect of high inflation rates on raw material prices, wage rates and management salaries 

have been to decrease gross margins and increase overheads. The study concluded that 

pricing and unit sales volume are the key variables on which profitability in the industry 

depends. These findings can help understand the impact of Government's pricing policy on 

the pharmaceutical industry and the stringent cost controls instituted by pharmaceutical 

industry management in general. 
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Slater (1977) analyzing patterns of competitions within the industry noted that the major 

factors that give firms major competitive advantages and lead to high levels of concentration 

are patents, successful product innovation and product differentiation. Taking percentage 

share of sales value in the domestic market as a measure of concentration in the UK 

pharmaceutical industry, he observed that no small group of manufacturers or products 

dominated the entire market. The share of the market held by the largest company varied 

between only 6.1 and 9.4% between 1964 and 1973. Howeve, he found that while the overall 

levels of concentration in the ethical pharmaceutical market are relatively low, most of the 

therapeutic market segments are characterized by an oligopolistic market structure. The 

author presented data to show the degree of market concentration among the leading 

companies for the 30 largest therapeutic categories for 1964 and 1973, which clearly showed 

that within each therapeutic class there are relatively high levels of concentration. The study 

also showed that although oligopolistic market structure exists in each of the therapeutic 

class, market dominance of any one product is short — lived. Market leadership changed in 

twenty out of the top 30 therapeutic classes studied between 1964 and 1973. 

Reekie (1975) observed that pharmaceutical demand is not very price sensitive, and price 

competition is rare in the industry. The reason he advanced for these are the following: 

1) The level of consumption is determined by the requirements imposed by disease 
incidence, not by price. 

2) 'Buyer' is the doctor who lacks price consciousness. 

3) Seventy per cent of the market is accounted for by patented products where price 
competition is effectively precluded. 

However, he also pointed out that there are exceptions where the production of a drug 

identical with that of another producer will, at a lower price encroach considerably on the 
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sales volume of the higher priced drugs, provided there is widespread and prolonged 

publicity to improve the confidence of the medical professionals in quality of the cheaper 

drug. It is pertinent to note here that the pharmaceutical market environment has changed 

considerably in recent years and there is significant price competition. 

Studies by Cocks (1974) and Telser et al (1964) using the structure—conduct-performance 

paradigm has pointed to the high profit rates and wide price disparities between closely 

substitutable products as strong evidence for high entry barriers and market power in the 

ethical drug industry. 

Cooper (1975) provides evidence of the brevity of submarket domination by any one product. 

He illustrates the necessity of product innovation if companies' dominance of the sub-market 

is to continue. Thirty seven percent of the sub-markets studied by Cooper had product 

leadership changes in the period of three and a half years. In thirty two percent of the sub-

markets, leadership was lost by the original leading firms. 

A NCAER study (1981), with the objective to estimate the demand for drugs in India by 

2000 A.D, using several combinations of explanatory variables found per capita income, per 

capita outlay on health and employment in the organized sector as significant in explaining 

the per capita consumption of drugs. 

Narayan (1984) observes that the pharmaceutical producers have grown in size due to 

economies of scale in production, distribution and marketing. This, he says, is evident from 

the concentration of world sales of pharrna products in the hands of a small number of firms, 

adding that firms based in USA, West Germany, Switzerland, The UK and Japan are able to 
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maintain their pre eminence in the world drug market by investing continuously in R&D for 

discovering newer drugs. He further observes that the continuing growth of selected 

pharmaceutical companies is mainly due to research and promotional focus. He quotes the 

words of Dr. Arnold H. Beckett of UK that in drug industry, it is either 'new products or 

perish'. Due to high rate of obsolescence, the progress of units essentially hinges on 

continuous investments in R&D. As regards promotion, he observes that the sales 

promotional efforts of a pharmaceutical unit are directed to a doctor who prescribes the drug 

a patient has to use. This calls for an elaborate system of medical detailing which can only be 

performed by well-trained and technically qualified persons. Hence the sales promotion costs 

in pharma industry are heavier than in others. 

Rao (1991) states that the key feature influencing the demand for any individual 

pharmaceutical product is the extent to which the product gains doctor's acceptance and this 

depends on a large number of factors including the product's therapeutic value, the state of 

the art in medicine and sales promotion undertaken by the manufacturer. 

Kumar (1998) mentions the following features of world market for pharmaceuticals:- 

1. Huge outlays are required to obtain registration of products with regulatory authorities 

of other countries. Therefore small and medium scale producers find the development 

of export markets for pharmaceutical products a difficult proposition. 

2. There are a large number of similar products and therefore marketing and sales costs 

have increased substantially. Margins are under pressure and cost reduction measures 

are keenly sought by companies across Europe, Japan and the US. 

3. Marketing arms of large global pharmaceutical companies maintain detailed 

information on five to ten million people in terms of their drugs needs. The data base is 
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extremely valuable in the process of developing new drugs, devising marketing 

strategies and influencing medical professionals. 

According to Lalitha (2002), although small firms are also capable of innovations, for 

successful_commercialization and marketing of the innovation, size of the firms matters. 

Rising R&D costs imply that only giant corporations with formidable marketing and 

financial capabilities will be able to afford extensive new dmg development and marketing. 

She suggests the merger of firms inorder to pool R&D resources. 

Bhardwaj (2003) observes that post 2005 certain trends are likely to arise in Indian 

pharmaceutical market. They are: 

1. R&D innovation will be restricted to few large Indian companies. 

2. Mergers and Acquisitions will become frequent and most of the smaller players will be 

taken over by the phanna gaint to broaden their operation and reach in terms of services 

and distribution network. 

3. Non-core activities will be outsourced and pharma players would structure their 

operation to concentrate more on the core strengthens and R&D activities. 

4. Quality consciousness and value for money would be the major factors for brand 

preferences. 

Chandran et al (2005), report that the Indian pharma sector is highly fragmented with more 

than 24000 registered units, Formulations account for 81.5% of the market and bulk drugs 

account for the remaining 18.5%. The leading 250 pharmaceutical companies control 70% of 

the market with market leaders holding nearly 7% of the market share. Requirements for 

85% of bulk drugs and almost all formulations are met within India itself. 
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2.4 Marketing Practices of Pharmaceutical Companies and the Impact of Promotional 

Strategies 

Smith, Teeling (1970), in an analysis of expenditure pattern by pharmaceutical companies 

concluded that medical representatives are the principal means of conveying information to 

the doctor and over 45% of promotional expenditure is spent on representatives, followed by 

16% on literature to doctors and 10% on journal advertising. 

Reelcie (1975) asserted that diversification, namely a firm's spread of operations within the 

industry between the various therapeutic sub-markets, decreased the likelihood that the firm 

can be wholly technologically and hence commercially outflanked by rivals. This assertion 

was tested for a sample of 28 British pharmaceutical firms with the following results: 

Diversified 	Firms 	Non-diversified Firms 

Firms with a relatively stable 

market share 	 10 	 3 

Firms with a relatively 

volatile market share 	 5 	 10 

This results support the hypothesis that the more diversified the firm, the more stable is its 

market position. 

Knapp and Oeltjen (American Journal of Public Heath, 62, (Oct 1972), in an experimental 

study of risk — benefit assessment by general practitioners regarding drug selection pointed 

that the probability of a practitioner prescribing a drug for a particular case was a fiinction 

of;- 1) Physician expectancy that a beneficial effect on a patient's condition would occur if 
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the drug were prescribed. 2) The amount of beneficial effect to be gained. 3) Expectancy of 

drug side effects. 4) The magnitude of these side effects. Management should take into 

account these factors while devising products and their marketing strategies. 

In a 1974 FDA_survey in the USA, 64% of all doctors, and 80% of General Practitioners and 

pediatricians reported using materials from sales representatives as a source of drug 

information. Fifty per cent of doctors reported using journal advertisements. 

Williamson (1975), in a study concerning the pattern of adoption of new drugs, surveyed 140 

general practitioners and the results showed that doctors prescribing attitudes are strongly 

influenced by the characteristics of the drug. He pointed out that a single marketing strategy 

for the entire product line would be ineffective and recommended a different combination of 

marketing vaiiables to influence sales revenue in each product market taking into account the 

complex factors characterizing each product market and the effects of the product 

characteristics on doctor's prescribing attitudes.. He also draws on literature on risk 

assessment to examine General Practitioners prescribing of new drugs. He concludes that the 

level of risk which a doctor perceives determines how much external validation he or she 

requires in order to prescribe the drug. Doctors' preferred information sources vary with the 

perceived riskiness of medicines. He argues that sales representatives are the most important 

source for low-risk drugs, but are less important for higher risk drugs. 

Lilja (1976), in a study carried out in Sweden, examined the product decision making 

priorities of 118 general practitioners employed by the Government. Using the method of 

regression analysis, he found that 'high curing effect' was uniformly the most important 

consideration in the selection of a drug to treat hypothetical cases of adult diabetes and 
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pneumonia, low side effects was found to be second in importance, while low cost was found 

to be more important in selecting an antibiotic. Based on this study Lilja proposed that 

physicians select drugs through habitual choice process, and marketing departments should 

consider this choice process based on physician's lcnowledge of the drug. 

Slatter (1977) stated that a pharmaceutical product's market share is dependent on doctor's 

acceptance which is a function of the level of promotional expenditure at the time of product 

introduction and the inherent therapeutic quality of drug. He indicated that a company 

obtaining a high market share in a given therapeutic class, leading to high profits, will be able 

to support high levels of promotional expenditure to defend its market position and also 

support a large research and development team. 

A 1982 study by Avorn, Chen and Hartley, is very commonly quoted as evidence of the 

negative impact of promotion. They surveyed doctors about two dnigs about which there was 

significant disagreement between scientific and commercial sources of information (sales 

representatives, advertisements in medical journals, direct mail, and controlled circulation 

journals). There was no scientific evidence of benefit from cerebral vasodilators and 

evidence of minimal efficacy for propoxyphene. However promotional material presented 

them as efficacious and reliable. Avorn et al. argued that by looking at which of these beliefs 

doctors held they could see which type of information source doctors were really influenced 

by. Most of the 85 Boston doctors they surveyed said that they relied mainly on academic 

sources of information, and that advertising, sales representatives and patient preference were 

minimal influences on their prescribing. However their beliefs about cerebral vasodilators 

and propoxyphene tended to be more consistent with the commercial literature than with the 

scientific consensus. Nearly half (48%) of the doctors who supported the use of vasodilators 
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stated that they were more influenced by scientific rather than commercial sources of 

information. Avorn et al. say that this discrepancy between where the doctors' beliefs seemed 

to come from, and their statements about what influenced them could be because doctors are 

unaware of how commercial sources influence them, or it could be because doctors are 

unwilling.to .admit this influence. 

Greenwood (1989) repeated Avorn et al.'s method. He surveyed 332 GPs, in one area of 

England to find out the impact of promotion on doctors' prescription. He concluded that 

promotion influences doctors' attitudes much more than they realise. They often use it as a 

source of information about new medicines, and for medicines used outside their usual 

therapeutic field. Doctors in private practice, or who graduated long ago, report the highest 

use of promotion as a source of drug information. 

Mackowiak and Gagnon (1985) used econometric modeling to investigate the relationship 

between promotion and demand for medicines. They looked at diuretics and benzodiazepines 

from 1977 to 1981, to investigate how overall expenditure on promotion, and individual 

company promotional expenditure affected demand for a group of medicines (i.e. overall 

market size), and how individual company promotional expenditure affected demand for a 

particular drug (i.e. market share). They used IMS-Health (a leading company providing data 

to pharmaceutical companies) data, on the extent of sales representative activity and the 

extent of journal advertising, and converted these into estimates of expenditure. IMS also 

provided data on the number of new prescriptions for the products studied. Using ARIMA 

(Auto Regression Integrated Moving Average) modeling, they could find no relationships 

between promotional expenditure and demand in any of the areas outlined above. They 

suggest that this may be due to limitations of the methodology, or it could suggest that 
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companies are spending so much on advertising that they are getting little marginal return for 

extra dollars spent. The authors could not draw any conclusive findings from the study. 

Krupka and Vener (1985) compared advertising in the New England Journal of Medicine and 

the Journal of the American Medical Association (JAMA) in 1972, 1977 and 1982, with the 

number of prescriptions filled for the 15 most advertised drugs in 1972, 73, 77, 78, and 82. 

They found that about a fifth of the 15 most advertised drugs were also one of the leading 15 

drugs in terms of the number of prescriptions filled for the five years analysed. Ten of the 15 

most advertised drugs in 1972 had advanced their ranking in terms of prescription numbers 

between 1972 and 1973, and two were in the same position. 

Benseman (1985) in a study conducted in New Zealand surveyed 45 doctors to find out their 

views on the relevance of product literature that was sent by pharmaceutical companies. The 

doctors expressed varying degrees of anger and frustration at the waste involved in the 

material they were sent by drug companies. Almost all felt that company material was biased 

and should not be taken at face value. However they preferred drug company sponsored 

journals to academic journals, because they found them more relevant to general practice. 

Two studies found that doctors in developing countries relied very heavily on industry-based 

sources of information. Ahmad and Bhutta (1990) found that 95% of the doctors they 

interviewed in Karachi relied upon industry promotional material as their main source of 

information about drugs. They also found extremely high levels of irrational prescribing and 

dispensing for children. Similarly, Tomson and Angunawela (1990) describe heavy reliance 

on industry sources of information, in Sri Lanka. 



ob. 

Peay and Peay (1990), looked at the role of different information sources in specialists' 

decisions to adopt new drugs. Each specialist was asked about his or her general drug 

adoption practices. The results suggest that commercial sources of information are relatively 

unimportant to specialists, with only 4.7% of respondents naming any commercial source as 

the most influential in their decision to first prescribe the target drug. 

Williams and Cockerill (1990), in Ontario, found that doctors who reported writing higher 

numbers of prescriptions per week had more contact with the industry (i.e. interacting with 

sales representatives, receiving benefits such as meals or conference fees), and were more 

likely than others to rate sales representatives and industry-sponsored seminars as important 

sources of drug information. The first result may have been partly due to higher prescribers 

being likely to spend more time in medical practice per week than lower prescribers. 

However Williams et al. note that high volume prescribers reported writing more 

prescriptions per patient, which adds weight to the idea that these are doctors who prescribe 

heavily. Another possible explanation for these findings is that sales representatives 

selectively target doctors who are already known to be heavier prescribers. 

Rao (1990) observes that appointing Consignee and Forwarding Agents(C&F Agents) is a 

preferable strategy than starting company's own depots to cut distribution costs, since a C & 

F agent specializes in distribution and therefore he can provide far better services to all the 

channel members than a manufacturer. Further a C & F agency system helps the company 

implement a uniform distribution policy of reaching the stockiest directly throughout the 

country, without having to start its own depots. 
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to the formulary and then interact with the company. However they suggest that this scenario 

is unlikely because most requested medicine represented little or no therapeutic advantage 

over others already on the formulary. This study provides good evidence that association 

with a pharmaceutical company — such as receiving research funds — leads to requests for 

formulary additions. 

Smarta (1994) observing the changes in marketing practices stresses that in addition to 

devising strategies to generate prescriptions, in the new environment, the firm must devise 

method to strengthen retailing. He says if retailing is not focused, generated prescriptions are 

likely to get substituted by similar brands of other companies. 

As reported in the Chicago Tribune (1995), timing new product introductions is important 

from a competitive standpoint. The earlier a firm enters the market, the greater its chances of 

gaining consumer awareness and a higher market share and the more similar competing 

products are, the more important early entry will be. The report cites the example of three 

products viz, Merck's Pepcid, Smithkline Beecham's Tagamet and Glaxo's Zantac, all three 

similar acid-blocking medications, received Food and Drug Administration approval to go 

from prescription — only sale to over-the-counter sale during 1995. In the face of this 

competition, Merck developed a partnership arrangement to enlist Johnson & Johnson's sales 

force and marketing expertise. This helped place Pepcid first in the market and combined 

with a heavy initial advertising campaign gave the Merck — Johnson & Johnson partnership 

the chance to build Pepcid's brand awareness before competitors entered. 

Gambardella (1995) observes that University research had a positive and significant effect on 

corporate patents and Industry R & D. Academic institutes can serve the role of research 
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boutiques where basic research or further research based on knowledge that is available in 

the public sources may be undertaken and industry can proceed with further development and 

commercialization of the compound identified by the academic institute. 

Kumar, (1998) in his study to find out the marketing mix and corporate strategies adopted.by 

different pharme companies in Bangalore, Mumbai, Hyderabad, New Delhi and Ahmedabad 

presented the following findings. 

1. Company's strategy has been to build up the product profile to increase market share, 

adding me-too products, OTC products and speciality products to the product portfolio. 

2. Adoption of generic marketing using brand names. 

3. Appointment of C&F agency to avoid the exorbitant depot management cost. 

4. Motivation and retention of medical representatives. 

5. Strategies to develop prescription habits for the products from doctors. 

6. Building image through OTC products 

7. Corporate strategies of mergers, acquisitions and brand purchasers by large companies. 

The researcher suggests blending the functional strategies with corporate strategies to give 

better leverage to companies. 

Lu and Comanor (1998) provide empirical evidence on the leading factors affecting the 

prices of new pharmaceuticals, both at the introduction and after four, six and eight years. 

They examined the pricing strategies used for newly patented pharmaceuticals, covering 144 

new drugs in the United States between 1978 and 1987. They found that drugs which 

represent important therapeutic gains were priced twice or thrice more than those of existing 

drugs used for same purposes, and over time these drugs' prices declined compared to the 
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drugs with limited therapeutic gains. The existence of branded substitutes also plays an 

important depressing effect on the drug prices. 

Giesecke (2000) studied the roles of the government in development of the pharmaceutical 

industry and concluded that direct government intervention is more likely to fail in its goals 

than indirect enhancement of the already existing economic structure connecting academic 

innovations with market opportunities. According to Giesecke, successful indirect 

approaches include the enhancing of incubator environments, availability of venture capital 

and professional business advice, possibilities for diffusion of knowledge and competence of 

political bodies to distribute research money where innovations are most probable. 

A useful study by Gonul et al. (2001) explored the impact of visits by sales representatives 

and samples, on prescribing. They used data from Scott-Levin Inc. (a leading pharmaceutical 

consulting firm), derived from survey sheets filled in by doctors. These included prescribing, 

minutes of detailing received for different drugs, and number of samples received, for a 

'typical' week in each month, from January 1989 to December 1994. Gonul et al. looked at 

one condition and seven drugs used to treat it. However, in the article, it is unclear whether 

these were different drugs, or different brands of the same drug, and this is a major weakness 

of the study. Using a multinomial logit model, they conclude that exposure to personal 

selling related to a medicine (visits from sales representatives and samples) increased the 

probability of that medicine being prescribed (other things being equal). However, the study 

also showed that excessive detailing or samples did not increase sales further, and that 

doctors who saw a high proportion of Medicare or Health Maintenance Organization patients 

were less influenced by promotion. 
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Lalitha (2001) observes that most of the research efforts of MNC's are aimed at disease 

patterns prevalent in the west such as cancer and cardio-vascular diseases. In contrast, 

pneumonia, diarrhea and tuberculosis that account for 18% of the global disease burden are 

subject of less than 0.2% of global medical research and third world disease such as malaria, 

tetanus and lymphatic filariasis have not attracted the developed countries attention. She 

suggests that the gap should be filled by firms in developing countries and by allocating a 

greater portion of their R&D budgets to third world health needs, could aim. at benefiting 

from the patents regime. 

Smarta (2001) states that the domestic companies especially the mid-size ones need to make 

massive investments through fresh borrowings to meet the initial establishment and 

regulatory cost in order to make way into the generic drug markets of the US and Western 

Europe. A strategy to export active pharmaceutical ingredients and intermediates to generic 

formulators in these markets will work well as compared to selling finished dosage forms. 

Jones et al. (2001) interviewed 38 consultants in Birmingham hospitals in the UK, and 56 

General Practitioners (GPs), who regularly referred patients to the teaching hospital. They 

also monitored the prescribing of specific drugs by the GPs, and in the hospital. They 

reported that sales representatives were an important source of information for both GPs and 

specialists. 

Chris (2001) highlight the changing focus of marketing pharmaceuticals products by building 

services around the products. This 'Services Around Pharma' model makes the product stand 

out in the crowd and also helps build customer loyalty. The author give example of pharma — 

services model existing in the country such as 'Humacare' by Elililly launched in 2002 
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around their insulin product Ilumalin'. It offers 24 hour customer care through e-mail, a 

complete user kit with 80 disposable syringes and a kit with a cooling gel to carry insulin. It 

also brings out a quarterly magazine, `Astha which gives information on lifestyle changes, 

diet and disease management. `Neorar by Novartis-for the immune-suppressant drug neural 

for the kidney transplant patients. It includes a helpline which keeps tracks of the medicine 
- - 

dosage and reminds the patients when the dose is due. 

Pathalc (2002), in an article titled 'Marketing Beyond 2005 — A Study of the Indian 

Pharmaceutical Industry's Response to the TRlPS Regime' (Management Dynamics, Vol 3, 

No. 1) points out to the following strategic option's for Indian firms post 2005- contract 

research, co-marketing, brand acquisition, contract manufacturing, international market 

development, product development and brand development. 

Kapil et al (2003) conducted a study to determine those critical success factors that are 

specific to small scale pharmaceutical companies. Data were collected by mailed 

questionnaires to small scale pharma companies. Factor analysis of 33 variables identified 11 

main factors, among which marketing was identified as most important factor by CEO's of 

small scale companies followed by entrepreneur's attributes and abilities, governmental 

policies, technological competence, clusters, networking, R&D infrastructure, company's 

climate and raw material supplies. The researchers suggested that small firm's should form 

alliances with larger pharmaceutical companies, but as they mature and grow their product 

portfolio, their own sales channels should be re-evaluated. 

Neelamegham (2004) conducted a study to analyze the factors which motivate salesman 

employed in the pharmaceutical industry in India. The study was based on a sample of 
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salesman taken from thirty pharmaceutical companies. The study revealed that despite the 

importance attached to personal selling, only a few firms in the industry devote the required 

attention towards training, development and motivation of their sales force. The findings 

showed that the need deficiency between the salesman's aspiration level and their actual need 

satisfaction was highest in respect of three factors viz. prospects for promotions, feeling of 

self-esteem and opportunities for personal growth and self-development. The researchers 

suggest that sales administration should give more attention to these factors while designing 

the motivational progranunes to improve the performance of their salesman. 

Wadhwa and Rodrigues (2004), in a paper titled 'Competitive Marketing Strategies for the 

Indian Pharmaceutical Industry — Post 2005, states that competitiveness of the Indian 

Phannaceutical Industry will depend on marketer's ability to market new products more 

efficiently. The core strategies that have been successfully adopted by companies according 

to them are; 

1) Co-Marketing which helps companies with weaker marketing infrastructure have 

quicker and cheaper access to the market. 

2) Franchisee model-Ranbaxy Laboratories, Dr Reddy's, Nicholas Piramal, Alembic, 

Zydus Cadilla etc have launched franchisee's to handle their products so that the 

companies can retain their focus on core products. 

3) Consultative Selling: Consultative detailing of MRs to improve the sales call 

productivity, improve brand recall and increase the image of the company have recently 

been adopted by MNC's 

The researchers emphasize on the support strategies that would play an important role to 

support the core marketing activities. These include focus on smart research collaborations, 
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setting up subsidiaries abroad, and upgrading manufacturing facilities and becoming globally 

compliant. 

A survey by FICCI reported in the Economic Times (10 th  Sept, 2004) on India's Export 

Potential of Pharmaceutical Products-in Middle East' lists the lack of quality agents, financial 

risks, bureaucracy, price control, delay in payments, language barriers and lack of market 

understanding as factors that pose hurdles to pharma exports to middle east countries. In its 

recommendations, the FICCI suggested that steps be taken to reduce uncertainty of payments 

at all stages and asked the government to subsidize inspection charges. The survey said time 

was ripe for expanding India's pharmaceuticals sector's reach in Middle East nations and 

mooted FDI in joint venture projects with MNC's. 

A study by ORG IMS (2004) reveals that scheduled drugs prices'(whose prices are 

controlled under Drug Price Order 1995) increased at a rate of 1% in 1998-99 and in 2002- 

03 by -3%. For the non-scheduled drugs, they showed the prices' growth rate was 3% in 

1998-99 and -3% in 2002-03. They ascribed this decline in prices for non-scheduled drugs to 

increasing competition on the basis of the argument that generic competition drives prices 

down. Therefore, the study argues that there is no need for price controls in the Indian market 

The Financial Express, (15 th  Nov 2004) reports the potential for growth of the domestic 

pharma sector involved in development of generics through outsourcing deals. With Indian 

drug companies setting up bases for the manufacture of Active Pharmaceutical Ingredients 

(API's), the overseas generic companies saddled with high drug costs are looking towards 

outsourcing to India. 
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Organization of Pharmaceutical Producers of India (2005), notes that once patent life ends, 

other manufacturers are free to market 'generic versions' of the same products. Small and 

mid-size Indian companies should devise strategies to dominate over the generic market and 

also recommends to the government to provide financial assistance package for the small 

sector to increase their infrastructural standards. 

Drug and Pharmaceuticals Indian Highlights (Vol. 28, NO 5, May 2005) points out to the 

restructuring exercise of marketing strategy by Pfizer India with the objective of emerging as 

market leader in certain key therapeutic segments. It has decided to reposition itself as a 

health care oriented company and is seeking partnership opportunities in every point of the 

health care chain — hospitals, medical insurance companies and medical practitioners. The 

company is reported to be fragmented its entire marketing set up into four divisions — one 

specialty division, two primary care divisions and one consumer health care division. The 

company is also reported to have formed a new division — Medical Research Specialists 

(MRS) that will partner with doctors and institutions undertaking research activities in order 

to add value to their marketing strategy. 

As reported in the Financial Express (17/3/2005), the post patents era is leading to 

recruitment of more sales employees by major pharma companies with their increased focus 

on developing brands due to the introduction of product patents in India. It is stated that five 

pharma majors namely, Nicholas Piramal, Sun Pharma, Ranbaxy, Lupin and Unichem have 

already increased their sales force by around 3000 employees. 

Business Standard (11 th  march, 2005) carries a report on marketing alliances undertaken by 

companies in order to have an extensive reach to key market segments. The report cites the 
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naarketing pact between Cadila Healthcare India and Tyco-International, a US generic firm, 

as Cadila's marketing strategy to access US naarket. 

Unnikrishna (2005, 5th  July), reports in the Business Standard, that pharmaceutical firms are 

reaching out to the corporate clients through the concept of preventive healthcare, naarking a 
^ 

shift from curative and post treatment medical schemes for employees. Pharma companies 

are signing up with major corporates in programmes such as adult vaccination for all 

employees especially who travel frequently and thereby prone to disease like hepatitis, 

typhoid, dengue fever, influenza and malaria. 

Chandran et al (2005)(Journal of Intellectual Property Rights, Vol.10) state that the snaall to 

medium sized companies which have been making copies of generic formulations will not 

have sufficient capital or technology to invent new drugs. They feel that the market will be 

polarized in favour of foreign multinationals or Indian pharma majors. 

2.5 Observations from the Literature Review 

The review of literature undertaken by the researcher enables her to make the following 

observations; 

1. The pharmaceutical naarketing environment is characterized by increasing competition 

and the pharmaceutical firms in the product patent era have to restructure their business 

strategies to build in a market orientation to the business plan. 

2. It is not enough to devise a good marketing plan, but it should be well executed and 

implemented, controlling the deviations from performance efficiency and incorporating 

changes as necessary to suit the changing market conditions. 
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3. Marketing is not the responsibility of the marketing department alone but involves a 

coordinated effort involving a functional departments. Strong linkage between R&D 

and marketing is observed to lead to new innovations and successful conunercialization 

of these innovations. 

4. The-pharmaceutical firms should research the needs of the market and bring about 

qualitative improvements in product to satisfy the needs of the customer well. Ethical 

considerations in all aspects should be considered and incorporated in a company's 

marketing strategy. 

5. The pharma majors should not be complacent due to their past success, but should be 

proactive in the areas of product and market development in order to retain their market 

share. 

6. The domestic pharmaceutical companies advantage lie in their ability to understand 

local needs and access local market as well as in the cost advantage due to lower prices 

of cost of production, materials and skilled labour. The Indian firms should pursue 

those marketing strategies that allow them to capitalize on their strengths to counter the 

competition from multinationals. 

7. The shift from process to product patents has critical implications for Indian 

pharmaceutical firms especially for the smaller ones and many are exploiting new 

strategies for survival and growth. 

8. In view of the formidable R&D costs involved in new drug development and 

commercialization of the new discoveries, mergers of firms to pool R&D resources and 

also to reduce duplications of research, is the trend in leading nations. 

55 



9. Pharmaceuticals firms in India can aim at researching disease patterns in developing 

countries to successfully fill the gap in meeting healthcare needs in these countries. 

10. To provide support to the strategies of the smaller pharmaceutical firms, the 

government should provide them financial assistance to improve their infrastructural 

standards and through purchase programmes to fill institutional requirements. 

11. The Indian pharmaceutical market structure is characterized by overall market 

fragmentation with few top players and a large no of small and mid size firms, 

Oligopolistic structure within therapeutic classes and the overall market share of each 

firm is small. 

12. Medical representatives are required to be well-trained and motivated, as 

pharmaceutical selling involves selling an 'idea' or 'concept' to doctors and not selling 

goods directly. 

13. Firms need to use information and communication technology in maintaining database, 

networking and upgrading information sophistication in the organization as part of their 

marketing strategy. 

14. The domestic pharma sector is poised for further growth in the post patents era due to 

the outsourcing of activities by western pharmaceutical firms saddled with high costs. 

Small and mid-size firms will succeed based on their infrastructural and personnel 

capabilities. 

15. Indian firms have a huge potential in exporting products to Middle East countries and 

to the newly opened economies of China, Vietnam etc. 

16. Innovative marketing strategies will help firms to differentiate their products, build 

brand loyalty and doctor's acceptance, thus gaining market share. 
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17. Effective marketing involves not only targeting medical professionals but effective 

management of distribution channels and retailers needs. 

18. Timing new drug introduction to the market and early entry is important from a 

competitive standpoint. 

19. Indian pharmaceutical companies can try to grab a major share of the world's generic 

market through suitable pricing and product strategies. 

20. A pharmaceutical product's market share is dependent on doctor's acceptance which is 

a function of the level of promotional expenditure at the time of product introduction 

and the inherent therapeutic quality of drug. A company obtaining a high market share 

in a given therapeutic class, leading to high profits, will be able to support high levels 

of promotional expenditure to defend its market position and also support a large 

research and development team. 

21. Promotion influences doctors' attitudes much more than they realize. They often use it 

as a source of information about new medicines, and for medicines used outside their 

usual therapeutic field. 

22. The units registered in Goa need to identify their strengths and opportunities and build 

capabilities through innovative marketing strategies and programmes. 

2.6 Dissimilarities of present study with other studies 

Many research studies explore the role of marketing in ensuring a company's success. 

Studies exist on marketing practices of pharmaceutical MNCs and certain Indian pharma 

leaders. In one important study, marketing strategies of pharmaceutical firms located at 

Bangalore, Hyderabad, Mumbai and Delhi have been researched. No such study has been 
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carried out in the state of Goa. The pharmaceutical industry is important for the economy of 

Goa with potential to generate growth and employment. Goa has been referred to as a 

'Pharmaceutical Hub' due to the increasing presence of units of multinational and Indian 

Companies. 

Firms registered in Goa have a special significance in terms of contribution to the states' 

revenue, employment and industrial development. It is essential to understand the market 

orientation, dynamism and preparedness of these firms to face the challenges of competition 

inorder to examine their growth potential. The present study is the first exploratory study on 

the marketing practices of pharmaceutical companies registered in Goa and will mark a 

beginning of future research in this area. 
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AN ASSESSMENT OF THE MARKET ORIENTATION OF THE 
PHAR1VIACEUTICAL COMPANIES 

3.1 Introduction 

Before 1991, when Indian companies operated in a protective environment, they did not pay 

much attention to the 'marketing concept'. However, since 1991, after India adopted 

liberalization and globalization measures, Indian companies are forced to adopt marketing as 

the core philosophy driving their business. A growing volume of literature suggests that to 

create market share, pharmaceutical organizations will have to look at marketing as a basic 

philosophy and all functions have to be integrated with marketing. On the other hand there 

are also many studies which point out that consumer goods style of marketing cannot be 

applied to pharma products and the impact of new drugs on the overall health of society lead 

to rather specific ethical concerns, related to marketing. 

The present chapter evaluates the need for a market orientation in the face of growing 

competition in the pharmaceutical industry coupled with ethical considerations in promotion 

which will strengthen the marketing strategy of every organization. The chap ,e,r then traces 

the extent of market orientation among the selected Goan pharmaceutical companies and 

highlights the ethical concerns in the Goan context. 

3.2 The Importance of Market Orientation 

Today all the pharmaceutical marketing organizations are functioning in a highly dynamic 

environment and many are finding it very difficult to stay in the face of the ever growing 

competition. While many organizations have been overtaken by the changes in the market 
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place, some have fared better by adapting themselves to the market changes, by transforming 

and establishing themselves as market intelligent enterprises using relationship marketing 

practices and business intelligence. 

According to Jayakrishna (2006: 40), with increasing competition in branded generics, 

intensifying cost containment pressures, shorter product-life cycles, growing regulatory 

environments and increasing demands from professionals and patients, the pharmaceutical 

industry has entered an era riddled with challenges tougher than ever before. He states that 

even the most advanced pharmaceutical product cannot succeed without an equally advanced 

marketing strategy in place due to the new definitions of customer interaction via the intemet 

and the complex management of research and demand chain partners. In fact, marketing has 

become a critical engine of innovation for sustenance. 

Ever since India opted for a free market economy, Indian firms are forced to adopt 

'Marketing Concept' as the core philosophy driving the business. Many firms both in public 

and private sectors have set to cultivate a mindset in accordance with the tenets of the 

marketing concept. 

The Indian pharmaceutical market can be characterized by the presence of a large number of 

brands within the same molecule with little product differentiation. For this market, 

distinctive sales and marketing capabilities are very important. (Smarta 1994). Marketing 

capabilities mainly include brand building and lifecycle management of brands and proper 

targeting and selection of doctors. Sales capabilities mainly include sales force deployment in 

line with market potential and robust sales processes and performance management. Smarta 

further notes that, since large companies will not be able to cover all therapeutic categories in 
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all parts of India, profitable market opportunities will continue to exist for smaller 'more 

market focused' companies. On the other hand it is also pointed out that changes in the 

marketing environment will place increased competitive pressures on manufacturers and they 

will have to respond to these pressures if product profitability is to be maintained. Shorter 

product life cycles are more prevalent because innovations are quickly copied and improved 

upon and the competition for available innovative and marketing talent is greater. Under the 

TRIP's regime, in India, units that are producing the generic drugs should not get affected 

because these drugs are not patent protected. But the small and medium units face 

competition from large producers who compete on larger volume and lower cost of 

production. Evidence from Jordan indicates that post TRIP's the local industry had to suffer 

in terms of investment and production and a number of small local firms had to close their 

operations except those firms who restructured on the basis of the 'marketing concept' 

(Correa 2000) 

The pharmaceutical marketing environment in India can provide a lot of opportunities for 

those firms who are market-oriented and who take leads from the market. India carries a 

mixed disease burden; age-old infectious diseases, re-emergence of disease like T.B. and 

malaria, dreaded disease like cancer as also lifestyle diseases like cardiovascular, diabetes 

and depression. The changing disease profile calls for more advanced and innovative 

therapies. 

Focus on preventive aspects such as vaccination, immunization and shifting disease patterns 

will create new opportunities and drive robust growth of pharmaceutical companies. 

However intense competition and fragmentation of the industry has negatively impacted the 

overall value growth of the domestic pharmaceutical market. In this scenario to grow in the 
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domestic market, local pharmaceutical companies have to effectively manage their product 

life cycles and enlarge their market reach. 

3.3 Globalization, Trade Related Intellectual Property Rights (TRIPS) and the need for 
Market Orientation of Indian Pharmaceutical Companies 

The Indian Pharmaceutical Market witnessed a paradigm shift on January lst 2005, when the 

country fell in line with the World Trade Organization's TRIPS agreement when the 

Parliament passed the Patents Amendment Bill, 2005. Prior to this period, the growth of the 

pharmaceutical industry in India was governed by the Patents Act of 1970, under which only 

one process that was used in the actual manufacturing could be patented. The act did not 

recognize product patents and enabled local companies to build their business largely on the 

manufacture and sale of drugs discovered by other firms. To avoid patent litigation, many 

companies developed new production methods to avoid infringing process patents. The act 

legalized 'reverse engineering' of drugs that are patentable as products throughout the 

industrialized world but unprotectable in India. Reverse engineering is a method of 

evaluation of a product in order to understand its functional aspects and underlying ideas. 

Well equipped with technological expertise, Indian Scientists seized the opportunity to do 

reverse engineering on drugs discovered elsewhere and launched them on domestic market as 

well exporting them to other countries. With the new TRIPS regime this advantage will not 

be available for Indian firms and many question the impact TRIPS will have on the 

competitiveness of Indian firms. 

Trade Related Aspects of Intellectual Property Rights (TRIPS) are aimed at universalizing 

the standards of Intellectual Property Rights and frame the rules of the game of the 

developing countries on par with the developed countries. Several factors like the continuous 

advancement in Science, new breakthroughs in bio-technology, the growing participation of 
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the private sector in the cost intensive research and development in the knowledge based 

pharmaceutical sector and the relative strength demonstrated by the developing nations in 

adapting the results of the scientific innovations to the local environment have prompted the 

industrialized nations to seek stronger protection for their innovations in all the countries. As 

per the minimum standards mentioned in the TRIF'S agreement, patent shall be granted for 

any inventions, whether products or processes, in all fields of technology provided they are 

new and capable of industrial application. 

Accordingly, now patents will have to be granted in all areas including pharmaceuticals and 

the effective period of protection is for twenty years from the date of filing the application. 

With the implementation of TRIPS agreement by most of the developing countries, a 

stronger patent regime or product patents will be uniformly applicable on the pharmaceutical 

innovations among the member countries of the World Trade Organization. The universal 

TRIPS regime is expected to result in free flow of trade, investment and technical know-how 

among the member countries by resolving the barriers that exists in the form of differences in 

the standards of intellectual property. 

The following are the major implications of a TRIPS compliant patent regime on Indian 

companies; 

A. PRODUCT PATENTS AND RESEARCH AND DEVELOPMENT 

The purpose of the patent is to provide a form of protection for the innovator and enable him 

to market successfully his invention. One of the impact of the universal patent regime is that 

private venture capital firms become willing to invest in technology based start up companies 

and local firms become willing to devote substantial resources to internal research 

.(Sherwood 1993). The higher cost of the R & D proves to be an effective entry barrier for 
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new firms and hence only firms with large flow of funds become responsible for industrial 

inventive activity (Grabowski 1968). Though small firms also are capable of innovations, for 

successful commercialization and marketing of the innovation, size of the firms matters 

(Lalitha 2002) .Estimates also indicate that of 100 drugs that enter the clinical testing phase, 

about 70 complete phase 1 ,33 complete phase 1 1 and 25 clear phase III . Only two thirds of 

the drugs that enter phase III are ultimately marketed. This suggests that attritions rates are 

especially severe in earlier research stages. (Gambardella 1995). In view of these challenges 

there is a trend towards internationalization of R & D as the multinationals review their core 

competencies. This is resulting in vertical disintegration of R & D, product development and 

clinical trials, manufacturing and marketing activities. Recent research done in this area 

suggest that stronger levels of IPR in a country, availability of human resources, host 

country's policy on foreign direct investment, arid market size play an important role in the 

decision to locate the R & D activities by MNE's in other countries. (Kumar,1996 and 2001). 

This implies that the TRIPS regime in India would be favorable to attract R & D investment 

by MNC's. 

However rising R & D costs imply that only giant corporations with formidable marketing 

and financial capabilities will be able to afford extensive new drug development and 

marketing. In view of this merger of firms inorder to pool R & D resources is identified as a 

possible solution. (Lalitha 2001). In Japan, for e.g. mergers and amalgamations are taking 

place to pool the resources which also reduce duplication of research. 

In view of the R & D challenge, the marketing practices of Indian companies should centre 

around the following factors;- 
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i) It is observed that most of the research efforts of MNC's are aimed at disease patterns 

prevalent in the west. Anticancer research and cardiovascular diseases have been the main 

focus of research of the pharmaceutical firms of the west. In contrast, pneumononia, diarhoea 

, and tuberculosis that account for 18% of the global disease burden are subject to less 

thiii 0.2% of global medical research -and third world diseases such as malaria, tetanus and 

lymphatic filariasis have not attracted the developed countries attention.(Lalitha 2001).This 

suggests that the gap could be filled by firms in developing nations. Indian firms by 

allocating a greater portion of their R & D budgets to the third world health needs could aim 

at benefiting from the patents regime in this area. 

ii) It is suggested that the companies with inventing ability should keep themselves updated 

of the developments taking place elsewhere and try to make their inventions distinct from 

others. This highlights the important role that will be played by information technology. 

iii) In view of the importance of the R & D in knowledge based industry like 

pharmaceuticals, there needs to be a close relationship between the industry and the academic 

institutes. One of the reasons for the western world's dominance in R & D is due to the 

strong research collaborations that exist between the universities and the industry. In India 

also such strong association between the academic institutes and industry needs to be 

established. Academic institutes can serve the role of research boutiques where basic 

research or further research based on knowledge that is available in the public sources may 

be undertaken and industry can proceed with further development and corrunercialization of 

the compound identified by the academic institute. Gamberdalla (1995) observes that 

University research had a positive and significant effect on corporate patents and industry R 
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& D. The contribution of University research is greater if the industry and University 

scientists can interact more easily. 

B) TRIPS IMPACT ON SMALLER PHARMACEUTICAL COMPANIES 

The smaller firms are expected to benefit from the pharmaceutical outsourcing that is 

increasing world over and it is expected that contract research and contract manufacturing 

would prevent the closure of small firms in the TRIPS regime. MNC's as they review their 

core competencies are found to be engaging in vertical disintegration of activities. Domestic 

small units with state of art facilities, infrastructure and manpower that matches the product 

profile of the MNC's would derive the maximum benefit. 

In order to increase the global prospects of the pharmaceutical industry in the post 2005 

period, the Central Government had fixed the deadline of Dec. 2003 to comply with the 

Good Manufacturing Practices set by WHO. This means increasing expenditures that could 

range from Rs. 15 lakhs to 1 cr. per unit. To provide support to the strategies of the small 

firms, it is recommended that the government provide the financial assistance package for the 

small sector to increase their infrastructural standards (Lalitha 2002) 

It is also noted that it takes around 10-15 years for a new drug to be granted registration by 

drug authorities of any country after which the marketing permission is given. This 

registration period comes out of the overall patent life of the medicines which is now almost 

universally 20 years from the date of application. A discoverer thus enjoys at best only 5-10 

years of exclusive marketing for recovering the cost of research. Once patent life ends other 

manufacturers are free to market 'generic versions of the same products. Worldwide, generic 
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markets are growing at a rate faster than that of patented products. (OPPI 2000). Small and 

mid-size Indian companies should devise strategies to dominate over this generic market. 

C)TRIPS IMPACT ON PUBLIC SECTOR DRUG COMPANIES 

With the reduced role of the state under globalization the public sector drug companies such 

as Indian Drugs and Pharmaceuticals Ltd., Hindustan Antibiotics Ltd. and Bengal Chemicals 

and Pharmaceuticals Ltd. are faced with serious problems. The lack of competitiveness of 

these units stem from financial constraints, faulty management and lack of technological 

expertise. The right strategies for the commercial success of these units would be to increase 

foreign direct investment and technology transfer to these units. 

D) IMPACT ON CORPORATE STRATEGIES 

The TRIPS regime has led Indian pharmaceutical firms to embark on several survival and 

growth strategies such as - 

i) Mergers and acquisitions both within India and overseas. 

ii) Seeking new markets for their products particularly in the newly emerging economies. 

iii) R & D of new chemical entities. 

iv) Establishing themselves as specialty pharmaceutical companies 

v) Working as third party manufacturers and suppliers. 

vi) Attracting foreign investments in technology and research. 

vii) Seeking foreign collaborations in marketing the products. 

The ability to compete in world markets with competitive marketing practices is the need of 

the hour for the pharmaceutical sector to have long run growth. On the basis of the above 

review relating to the changing dynamics of the pharmaceutical industry, the research aims to 
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find out the response of the pharmaceutical companies in Goa and their preparedness to face 

the new challenges. 

3.4 Antecedents and Consequences of Market Orientation. 

Jaworski and Kohli (1990) used the term market orientation to mean the implementation of 

the marketing concept. They define market orientation as composed of 3 sets of activities. 

1) The organization wide generation of market intelligence, pertaining to current and 

future needs. 

2) Dissemination of the intelligence across departments. 

3) Organization wide responsiveness to it. 

Market intelligence is a broader concept than just customer's needs and includes an analysis 

of exogenous factors (such as Government regulation, technology, competitors and other 

environmental forces) that influence those needs and preferences. Intelligence may be 

generated through a variety of formal as well as informal means and may involve primary 

data or consulting secondary resources. The mechanisms include meeting and discussion 

with customers and trade partners (e.g. distributors), analysis of sales report and formal 

market research. 

Figure 3.1 will serve as a guide in understanding the antecedents and consequences of a 

market orientation based on literature (Jaworski and Kohli 1990, Narver and Slater 1990, 

Shapiro 1988) 
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The 1st set of antecedents pertains to top management in an organization. Several authors 

suggest that top managers play a critical role in shaping an organizations values and 

orientation. ( Levitt 1969; Jaworski & Kohli 1999) 

The central theme in these writings is that unless an organization gets clear signals from top 

managers about the importance of being responsive to the market needs, the organization is 

not likely to be market oriented. Top management reinforcements of the importance of a 

market orientation is likely to encourage individuals in the organization to track changing 

markets, share market intelligence with others in the organization and be responsive to the 

market needs. A second antecedent of market orientation relates to top managers risk posture. 

Kohli and Jaworski (1990) argue that if top management demonstrates a willingness to take 

risks and to accept occasional failures as being natural, junior managers are more likely to 

propose and introduce new offerings in response to changes in customer's needs. By contrast, 

if top management is risk aversive and intolerant of failures, subordinates are less likely to 

focus on generating or disseminating market intelligence or responding to changes in 

customer needs. 

Market orientation is also affected by interdepartmental dynamics. Interdepartmental conflict 

is likely to inhibit communication across departments, while interdepartmental connectedness 

facilities interaction and exchange of information as well as the actual utilization of the 

information. (Kohli & Jaworski 1990). 

The ard set of antecedents that affect a market orientation pertains to organizational structure 

and systems. Narver and Slater (1990), draw on numerous studies to argue that 
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organizational dimensions such as formalization and centralization are inversely related to 

market intelligence generation, dissemination and response design. 

Kohli and Jaworski (1999), however, point out that if properly designed rules may facilitate 

rather than hinder a market orientation. Literature on the subject of market orientation also 

suggests that the key to developing a market-driven, customer-oriented business lies in how 

managers are evaluated and rewarded. It is observed that if managers primarily are evaluated 

on the basis of short-term profitability and sales they are likely to focus on these criteria and 

neglect market factors such as customer satisfaction that assure the long term health of an 

organization. 

Regarding the consequences of a market orientation, studies by Narver and Slater (1990) and 

Kohli & Jaworksi (1999), offer empirical support for a positive relationship between market 

orientation and business performance. A market orientation is argued to lead to a sense of 

pride in belonging to an organization in which all departments and individuals work towards 

the conunon goal of satisfying customers. 

Kohli and Jaworski's research concludes that the market orientation of a business is an 

important determinant of its performance, regardless of the competitive intensity or 

technological turbulence. 

3.5 The Ethical Dimension: 

When quality of life depends on the health of an individual, the role of medicines cannot be 

understated. This unfortunately is tinged with the fact that the demand for medicines in large 

volumes in India also offers a ready market for fake and spurious drug producers. According 
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to Chakraborty and Saha (2006), people are vulnerable to spurious medicines and also the 

dictates of the manufacturer and the marketer. According to a WHO report, India contributes 

40% of fake drugs worth Rs. 4000 crore in the world market. 

Rane (EPW. Vol. 31, Nos 48, 1996) is of the view that the market forces logic is less 

applicable to the pharmaceutical sector than other sectors. Unlike consumer goods, drugs are 

not purchased by the consumer on the basis of his choice or preference; they are purchased / 

consumed on the advice of the medical profession. The drug companies have built a market 

for their drugs through their extensive marketing network. The consumers have little or no 

choice in such a 'rigged' market and are forced to buy anything and everything that doctors 

are induced to prescribe by the 'friendly neighborhood "Medical Representative". In this 

context a WHO report says "There is an inherent conflict of interest between the legitimate 

business goals of manufacturers and the social, medical and economic needs of the providers 

and the public to select and use drugs in the most rational way. (WHO, 1983). 

According to Srinivasan (EPW Vol.34,no 9. Feb 1999), there are a variety of ways in which 

substandard, sub-therapeutic and spurious drugs get promoted in the market such as 

1) By ignoring basic manufacturing requirements 

2) By making drugs at the lower end of the tolerance limit allowed. e.g. 500 mg 

paracetamol tablet would be passed in quality control if it has the active ingredient 

between 450-550 mg (+ 10 percent). During its shelf life the 450 mg tablets potency 

may decrease and may not act as desired. 

3) By inappropriate packing e.g. water-absorbing drugs like aspirin should be protected from 

high humidity during manufacture and storage 

4) By claiming undue benefits for a product 
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5) By trying to bribe drug authority and other officials and succeeding in evading 

compliance of desirable manufacturing practices. 

6) Trying to induce doctor's to prescribe one's own products, by influencing medical 

college departments for favourable research reports etc. 

A report by the National Committee on Science and Technology also revealed that there 

exists a large gap between our drug needs and drug availability. It reported that out of the 

total production, 35% is taken up by vitamins, tonics, health restoratives and enzyme 

digestants which in the words of the Committee are mostly consumed by the relatively well-

fed urban population. This skewed pattern of drug production pointed out an ICSSR report 

of 1981 is in keeping with our iniquitous social structure which stresses or promotes the 

production of luxury goods for the rich at the cost of the basic needs of the poor. 

In a situation where there is no source of regular unbiased authentic information on drugs 

available in the country, medical practitioners depend solely on the representatives of the 

drug companies for information about new drugs. In the words of Smarta (1994), the 

pharmaceutical companies are designing grand schemes to market their brands which are no 

less intricate than a spider's web. This enticing web is designed to capture the prey-the 

unwitting physician. This web includes entertainments and gifts, free subsidies to medical 

journals, grants for applied research, sponsorships, holidays, monetary inducements etc. 

These methods may be adopted by pharmaceutical marketing companies when they are 

unable to face competition. However these methods will yield short-term benefits, but could 

in the long run spell disaster for a professional company. The biggest change in the 
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pharmaceutical marketing scenario will be when more and more companies realize that 

putting society before profits does pay in the long term. 

From the above it is inferred that given the vital need for pharma companies to be market 

oriented in the competitive environment, it is also essential not to neglect the social and _ 

ethical responsibility for the healthy and long-run growth of the industry. 

Drawing on this background, the present study aims to conduct an in-depth study of the 

selected pharmaceutical firms so as to understand the process of initiation and 

implementation of change efforts directed at improving the market orientation. 

Pharmaceutical marketing success is dependent on understanding the dynamics of this 

changing market where continual changes have transformed physicians, patients and 

therapies. 

3.6 Extent of Market Orientation of the Pharmaceutical Units in Goa- Individual Firm-
Level Analysis 

1. Geno Pharmaceuticals Ltd. 

Geno has its presence in the antibiotic, anti inflammatory, vitamins and minerals, gastro-

intestinal, cough and cold, anti-asthmatics and anti-vertigo segments. It exports its products 

to Ghana, Kenya, Srilanka and Myanmar. It has a total domestic market share of around 

0.5%. Its average annual marketing expenditure is Rs.13.67 crore i.e. (23%) of total 

expenditure. 

It periodically evaluates its strengths and weaknesses in relation to competitors and estimates 

it market potential based on market research. It pursues opportunities in the international 

market and considers diversification into different therapeutic segments as a better market 
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strategy. Geno considers marketing related factors as the most important determinants of the 

firm's success. Expanding market share and creating niches are the main objectives of the 

company's current marketing strategy. 

Geno evaluates customer's preferences for products based on survey of doctor's opinion. 

Estimates of market potential are based on periodic sales forecasts, trends in past sales, and 

by evaluation of market data bases that are maintained by the company. The marketing 

department conducts survey of sales of products by competitors by periodic retail chemists' 

prescription audits within its target area. Information is also gathered about prescription 

behavior and habits of the doctors in its target area. Survey of doctor's opinion is periodically 

undertaken to evaluate market needs. Information on competitors is also gathered from ORG 

(Operations Research Group). 

With core products of the company in the growth and maturity stages, the company is 

pursuing diversification opportunities into new therapeutic segments, as also opportunities of 

contract manufacturing, and export growth. 

2. Wallace Pharmaceuticals Private Ltd. 

Wallace has its products registered in Tanzania, Sri Lanka, Kenya and Guyana, It estimates 

its average annual marketing expenditure to be Rs. 30.65 crores (30% of total expenditure). 

The company's strategic plan is formulated for a period of 5 years and the R$D, Finance and 

Production departments are involved in strategic plan formulation. 

It bases its market strategy on extensive rnarket research. The focus of its market 

segmentation is by therapeutic benefits. It practices concentrated marketing at the chosen 
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seg,ment and differentiated marketing using brand names. Brand building, generating strong 

prescription support and creating niches are the main objectives of its current marketing 

strategy. 

Wallace maintains databases on physicians, prescribing habits and other sales statistics. It 

also maintains data on health conditions and other health characteristics of the population in 

its target area. The marketing department collects and generates information for suggesting 

new product improvement and product deletion and maintains cumulative and progressive 

data on monthly, quarterly and annual basis both of products and regions. 

Setting up dedicated export division, obtaining plant certification and approval and product 

documentation are the company's main plans to boost exports. It does not consider size as a 

constraint in marketing and sees the pharmaceutical market as full of opportunities. It plans 

to avail of opportunities in generics in the world market through reverse engineering and 

synthesizing bulk drugs going off patents. The management reveals its plan for forging 

alliances with MNCs for co-marketing in domestic markets. 

3. Kare Labs Pvt. Ltd. 

The company exports its products to Nepal, Sri Lanka, Malaysia, Honduras, Phillipines and 

Vietnam. The company estimates its market potential by periodic sales forecasts and by 

maintaining market databases. The company considers its main weaknesses in terms of 

marketing to be less capital for R & D and competitive advantage of MNCs. The main focus 

of its market segmentation is geographical and by therapeutic benefits. While it feels that the 

bigger companies have an advantage in marketing, it states that with strategic marketing 

plans, the size constraints can be over come. The company's policy is to combine a good 
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quality product with effectiveness of Medical Representatives to build the company's image 

as an ethical and responsible organization. It evaluates customers preferences based on 

survey of doctor's opinion and on frequency of orders. The company's long term marketing 

plan has a time horizon of 10 years. The company plans to specialize in country specific 

product requirements to expand its domestic market share. 

Inter—departmental meetings take place once a quarter, to assess the firm's particular strength 

and weaknesses. The marketing department at Kare's gathers information relating to 

competitors' products by conducting surveys of retail chemists operating within its target 

market. The firm also collects information about the prescription habits of doctors in its 

product groups. Questionnaires are periodically administered to doctors to gauze their 

opinion on patients, and therapies and to obtain feedback on products. 

Kare ranks low cost manufacturing, and delivery services, marketing efficiencies, 

organization and managerial capabilities and information systems, investments in R & D 

capabilities and strategic locations in the given order of importance as the important factors 

that will determine its future success. 

4.Cosme Farma Laboratories Ltd. 

The company has a presence in several therapeutic segments such as antibiotics, vitamins and 

minerals, gynaecologicals, dermatologicals etc. The company exports its products to 

Mauritius, Kenya, Sri Lanka and Jamaica. It spends over Rs. 15 crore on marketing annually 

(annual expenditure averages 23% of total expenditure). It is basically a market driven 

organization and diversification into different segments is the market strategy to expand its 

market share that the company has adopted. The company believes that with strategic 
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marketing plans, the size constraint can be overcome. The company has responded to the 

TRIPs regime by aggressive personal selling, by innovational promotional measures, and 

strengthening capabilities of the field force. The specific marketing strategies the company 

has pursued are diversifying into new therapeutic segments, increased focus on existing 

specialty areas and wider coverage. The company plans to boost exports by entering into 

niche product categories and by trying to acquire overseas regulatory accreditation for its 

own manufacturing facilities. 

Cosme Farma has entered into strategic partnership with 8 MNC,s. Some of its technological 

collaborations are with Lundback of Denmark, Astra of Sweden, Sanofi Synthelab of France 

and Sankyo of Germany. It has plans to set up its new export oriented manufacturing unit 

with a total investment of Rs. 70 crore. 

Interdepartmental meetings to discuss market trends and company prospects see the active 

participation of finance, personnel and production departments. Market potential is estimated 

by conducting periodic sales forecast, by evaluating trends in past sales and by updating 

market based data. The company establishes its specific marketing goals by assessing the 

environment problems and opportunities and the firm's particular strengths and weaknesses. 

Retail chemist prescription audits and surveys on doctor's prescription habits and behaviour 

are conducted as part of its market research programme. It attributes its success to 

strategically positioned business units. 

5. Toyo Laboratories Pvt. Ltd. 
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Toyo's marketing expenditure, on an average over the last six years is 30% of the total 

expenditure. The firm assesses it particular strengths and weaknesses while establishing 

specific marketing goals. It estimates its market potential based on periodic sales forecasts, 

by relying on past sales and by maintaining market databases. Information is collected on 

patients., physicians and retailers in target markets. 

The firm feels it has a competitive strength in quality infrastructure and marketing. However 

less capital for R & D and inadequate access to foreign markets are its major weakness in 

terms of marketing .While the company's marketing activities are confined within the 

country, it is looking to expanding its market share in the states of Maharashtra, Karnataka 

and Kerala. The company feels that with a focused market approach, it can exploit the 

growing sales potential in its chosen segments. Expanding Market Share is the main 

objective of the company's current marketing strategy and concentrated marketing at the 

chosen Segment, and differentiated marketing using brand names are the current strategic 

marketing options selected by the company. The company believes in involving its MRs in 

strategic market planning. Toyo has no immediate plans for exports. 

6. Merit Pharmaceuticals Pvt. Ltd. 

With total average annual marketing expenditure of 25% of total sales, Merit Pharma has a 

total domestic market share of around 0.001 per cent. The company focuses on assessing the 

environmental problems and opportunities and its own strengths and weaknesses while 

setting its goals. Its main target markets are the rural markets of Goa, Kerala, Maharashtra 

and Karnataka. 
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Merit does not conduct formal surveys about prescription behaviour and prescription habits 

of doctors, but collects such information in an informal way from chemists. Information is 

also, collected from wholesalers about sale of products that directly compete with its own 

products. 

Merit feels its size and resources do not allow it to engage in growth plans as rate of return is 

not adequate enough for the smaller firms. It aims, however, to pursue opportunities in herbal 

and ayurvedic medicines in future. Merit also has plans to outsource production to a WHO 

compliant company and produce under loan license for reputable companies. It is in the 

process of investing in upgradation of facilities to obtain GMP certification. 

Innovative packaging and better promotional measures are the essential highlights of the 

company's marketing policies. With the creative ideas of its founder director, Shri. Arun 

Naik, the company came up with promotional tactics such as colorful packaging for 

pediatrics and tasty ice-creams flavour for its medicines for children. According to Shri. 

Naik, successful marketing is 10% ideas and 90% implementation. However he feels smaller 

companies are handicapped due to lack of resources to implement the ideas and adds that 

marketing tie-ups with other Indian firms is the strategic option planned for the future. Lack 

of information of export market and shortage of working capital are looked upon as the major 

factors inhibiting the company's foray into exports. 

7. Goa Antibiotics & Pharmaceuticals Ltd. 

GAPL is a public sector enterprise, engaged in manufacturing of pharmaceutical 

formulations. It caters to the institutional market all over India, through distributors and 

different depots. Currently GAPL has stopped selling through marketing representatives. The 
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unit is not able to stand in private market because the products do not command doctor's 

attention. Frequent management changes, administrative hurdles and bureaucratic 

interference are considered factors adversely affecting the company's market performance. 

3.6.1 Major Findings 

The market profile of individual companies suggest that by and large they are market-driven, 

flexible organizations and diagnosing the market forces forms an important element of their 

business strategy. They establish their specific marketing goals by assessing environmental 

problems and opportunities. Except Goa Antibiotics, the other firms formulate their business 

plans based on market research. 

All the firms estimate their market potential based on periodic sales forecast. Six out of the 

seven firms maintain market databases to estimate sales potential. These firms also have a 

feedback mechanism to evaluate customers' response to its products. Survey of doctors' 

opinion also ranks high in the list of methods of market evaluation for all the firms. 

It is found that the marketing departments of the firms conduct surveys of sale of products 

that directly compete with their products from the retail chemist within the target area. Their 

strategy also involves gathering information about the prescription behaviour and 

prescription habits of doctors in their target area. 

It is found that the units also make efforts to coordinate the actions of the distributors with 

the company marketing strategy. 
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Interestingly, 5 of the 7 firms studied believe that marketing should not be the sole concern 

of the marketing department alone but should prevail across the whole organization. Six 

firms conduct interdepartmental meetings to discuss market trends and developments and R 

& D, production and finance departments are usually involved in planning for market besides 

the marketing department. The interdepartmental meetings takes place either once a quarter 

or more often in a year. Five firms responded that the companies Marketing Representatives 

are involved in strategic market planning, while 2 firms do not involve their MRs in plan 

formulation. 

The 3rd  component of market orientation involved actual response design and implementation 

based on changes in the marketing environment. The findings suggest that although the 

companies took into account the implementation of the TRIPs regime, they have not actually 

implemented any significant changes in their marketing strategies. In the period of 

globalization and increased competition, defending their market share has been the main 

focus of their strategy. In view of technological and financial constraints, majority of the 

firms under study are found to have not adopted any global market strategies such as direct 

investments and joint ventures that could add value through gains from economies of scale. 

However, only Wallace Pharmaceuticals has a subsidiary abroad and Cosme Farma has a few 

technological collaborations with foreign companies abroad. Only 4 of the firms are engaged 

in direct exports. None of the firms are found to have entered into any marketing tie-ups 

with other firms or engaged into co-marketing contracts to enhance their marketing 

capabilities, whereas this is the strategy adopted by the bigger successful Indian companies. 

In the last 5 to 10 years, all the firms had to retrench from unprofitable markets and reduce 

the number of products offered in the market in face of the growing competition. 
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While private companies struggle to create niches, it is pertinent to note the view of the 

Marketing Manager of Goa Antibiotics Ltd. He stated that, 'Frequent management changes, 

affects implementation in the public sector company. The private counterparts should be 

better off in realizing their market-oriented vision'. 

The progressive of the companies under study are found to be focusing on enhancing the 

quality of formulations R & D inorder to provide them with a competitive advantage, as no 

formal R & D for product development is possible with limited resources. 

3.7 A Comparative Analysis 

For the purpose of the present study, a total of 30 items were included in the questionnaire 

corresponding to each of the three components of market orientation. Of these 14 relates to 

intelligence generation, 5 to intelligence dissemination and 11 to response design / 

implementation. Sample questions for the 3 components were; 

i) Does the company establish its specific marketing goals by assessing environmental 

problems and opportunities? 

ii) How often are interdepartmental meetings held to discuss market trends and development? 

iii)Did the company's marketing strategy take into account the implementation of the TR1Ps 

agreement? 

The scores for market orientation were computed by equally weighting and adding the 

corresponding item scores. As a result, the market orientation score was the unweighted sum 

of the 3 components of generation, dissemination and responsiveness. 
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3.7.1 The Main Findings 

The mean score for intelligence generation component computed is 11.71 with a standard 

deviation across the group of 1.38 and coefficient of variation of 11.78 %. 

The mean score for the intelligence dissemination component is 3.28. The standard deviation 

is 0.75 and the coefficient of variation is 22.86 %. 

Mean sdore for the response design and implementation component is 8.1, Standard deviation 

. 2.26 and coefficient of variation 27.9%. 

The series having greater coefficient of variation is said to be more variable than the other 

and series having less coefficient of variation value is more consistent than the other. From 

the values obtained, it is inferred that while there is a greater degree of unanimity among 

firms on the need for generating market intelligence, they differ more on aspects of 

intelligence dissemination and on the extent of response implementation. 

The ranking of firms in terms of the 3 components of market orientation is portrayed 

graphically in the following figures. 
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Graph 3.1 Ranking of Firms in terms of Intelligence Generation. 

Graph 3.2 Ranking of firms in terms of Intelligence Dissemination 

• 	_ 	 . 

. . 

i 	 , , 	 i 	, 

KARE 	GENO 	WALLACE 	CFL 	MERIT 	GOA 	TOYO 

ANTIBIOTIC 

. 

86 



Graph 3.3 Ranking of firms in terms of Response Design / Implementation 

Graph 3.4 Ranking of firms in terms of overall Market Orientation 
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It is to be noted that the highest ranking company in terms of market orientation is Cosme 

Parma Laboratories Ltd. followed by Geno Pharmaceuticals. The profiles of these companies 

indicate a relatively better business performance within the group, which can be attributed to 

a higher level of market orientation. 

The lowest ranker is Goa Antibiotics and Pharmaceutical Limited. It can be stated that its 

market losses are due to a low level of market orientation. The other companies which 

occupy medium ranks need to increase their market orientation for a better business 

performance. 

3.8 The Ethical Concerns in the Goan Context- Main Findings 

Regarding the ethical considerations in their quest for becoming market oriented 

organizations all of the firms felt that it is important to make efforts to project the company's 

image as an ethical and responsible organization. At the same time concerns were expressed 

about the huge spurious drugs market which affects the prospects of genuine players. When 

questioned about the causes for proliferation of sub-standard products, few of the 

respondents attributed it to the pricing policy, stating that when product prices are 

unremunerative and small players are not able to cover expenses it results in compromises in 

terms of standards while some attributed it to the loopholes in regulatory and monitoring 

standards. Many were also critical of the activities of the MNC's who look for opportunities 

to conduct clinical trials in India due to the economical rates without giving due regard to the 

ethical considerations involved, whereas the same trials are risky to be conducted in foreign 

markets due to high level of awareness and the company can be sued for negative effects. 
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Certain respondents also expressed fear that competitive marketing has led to a company-

chemist-doctors nexus in rural areas where substitution of prescription at the chemist level 

talces place. It is felt that this trend is less in the urban areas where usually people do not 

substitute a prescribed medicine. 

Goa produces about one-tenth of the pharma production in India, valued at more than Rs. 

2000 crore. About Rs. 550 crore worth drugs are for exports. Goa Food and Drug 

administration is headed by a Director, and has two deputy drug controllers, three assistant 

drug controllers, seven drug inspectors and a few technical personnel. Altogether, there are 

130 staff working under the Food and Drug Control Administration, including 12 Food 

Inspectors. The food testing and drug testing laboratory located at Margao has been 

modernized under the capacity building assistance programme of the Central Government 

funded by the World Bank. 

According to the Director, almost all the units in the state are Schedule M compliant and 

there is a proper check on drugs manufactured in Goa. He also stated that irrational drug 

combinations are strictly monitored and that the sector is well regulated with periodic 

inspections. At the same time, he admitted that the size of the Drug Control Administration is 

small in the state as compared to other states. The actual requirements of staff are much 

more. This raises questions about the efficacy of the Department in regulating and 

monitoring the pharmaceutical industry in the State. 
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3.9 Main Conclusions 

On question of extent of market orientation, the study reveals that the companies, by and 

large are aiming to become more market oriented, thus proving the first hypothesis of the 

study. Majority of them are neither very low nor very high on market orientation. This 

finding is in consonance with the market reality prevailing in India. The markets in India 

have been governed by various Governmental regulations and controls till 1990. The 

companies were not given total control over their functioning. The regulations interfered with 

various important decisions of the business like pricing, distribution, mergers, alliances, and 

technology upgradations. The year 1991, brought about a revolutionary change, as it marked 

the emergence of the country from its self imposed cocoon into the harsh glare of the global 

economy. Over the period, the Government has been steadily peeling off the protective layers 

of controls, subsidies and incentives. Therefore, the companies could not afford to 

completely disregard the market forces. They adopted some threshold level of market 

orientation so that their decisions and value creation processes reflected to some extent the 

will of the market. This is necessary to ensure that they survive the competition. 

The study leads the researcher to conclude that there is an urgent need for the Goan 

pharmaceutical companies to undertake further restructuring exercises aimed at state of the 

art manufacturing and production processes inorder to be able to take advantage of 

opportunities thrown open by globalization in the form of outsourcing operations, franchising 

and technology collaborations. It would be also appropriate for the local pharma sector to 

introspect as to whether it should focus more on functions relating to service sector in the 

pharma industry instead of manufacturing activity, given the changes in the marketing 

environment. The service sector such as data base management, bio-informatics, clinical 
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trials, testing and analysis, contract research etc. are of tremendous importance in the new 

era. The local companies could develop capabilities in these new areas. 

However, the analysis of market orientation profile of individual companies makes it clear 
— — 	 _ 

that various financial and technological constraints come in the way of taking effective 

response measures by the companies especially the smaller ones in the group. Majority of the 

companies under study have not adopted any global market strategies such as joint ventures 

and marketing and technological collaborations in view of these constraints. Therefore, the 

second hypothesis that globalisation and competition is leading to significant changes in the 

strategies of the companies is disproved by the study. 

The study concludes that by incorporating social and ethical norms to their market oriented 

visions, the companies can add value and long run support to their marketing programmes. 

Proper and careful selection of authorized dealers, who would adhere to the values and 

visions of the company, focus on quality and good market reputation, coupled with a strong 

market oriented vision could give even smaller companies the much needed competitive 

strength. It also becomes obvious that regulating bodies like the State FDA should effectively 

monitor the flow of drugs especially of the big Indian and multinational companies, as low 

quality and spurious products as well as unethical promotional tactics by them harm the 

prospects of genuine small players in the state. 
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PRODUCT PROFILE ANALYSIS, DIFFERENTIATION AND PRICING POLICIES 
OF THE PHARMACEUTICAL COMPANIES 

4.1 Introduction 

The intensity of competition among the pharmaceutical companies in Goa is rapidly 

increasing and the market environment for the smaller local companies can be characterized 

as volatile, and complex. Recent health care trends in India are posing new challenges as well 

as offering opportunities for increasing profitability. Certain therapeutic segments in the 

pharmaceutical market such as antibiotics, vitamins and minerals substitutes, cholesterol-

reducers, anti-infectives etc. are on an upward swing. This presents a potential opportunity to 

pharma companies to improve their sales and profitability. 

The challenge before pharmaceutical marketers is how to capitalize on the expanded market 

opportunities in the growing therapeutic segments. Adding to this challenge is the fact that 

due to the introduction by companies of several substitute drugs in the same product 

category, commonly referred to as `me-too-drugs', the market in the same segment becomes 

highly fragmented. The challenge before each pharmaceutical company than, is to develop a 

strategic marketing plan that will create trust, affinity and loyalty of physicians to its product 

or products. 

Theoretical and empirical literature on aspects of product management and pricing policies 

provide insights into the link between product planning and marketing success. Reekie 

(1971) gives many empirical examples to show that introduction of new products or 

'augmentation' in existing products can be used by pharmaceutical companies not only 
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offensively to expand company sales in new and existing market segments but can also be 

used as a defensive marketing strategy to protect existing market share. The other factors 

according to him, that lead to higher market share are product quality and product 

characteristics and 'positioning' products in a particular market by making claims as to the 

uses of the product. 

Smarta (1991) is of the view that since it is difficult for smaller pharmaceutical companies to 

come up with new drug discovery and development, they should engage in "Product 

Augmentation", rather than just churning out innumerable brands without any product 

differentiation. Product Augmentation is the voluntary improvement brought about in the 

product by the manufacturer. This is essentially to create a significant, meaningful and 

perceivable differentiation in the product. This augmentation can be created in the basic 

product itself or in the packaging or by creating differentiation in the manufacturing process. 

The extra plus of the product should then be communicated effectively. 

Smith(1975), in a review of various therapeutic classes found out that large initial promotion 

expenditures are a prerequisite for achieving a significant market share with a new product. 

He pointed out that pharmaceutical manufacturers aim to reduce the level of promotional 

support they give to individual products over time. For established products, the optimum 

level of promotional expenditure generally depends on a number of factors including the 

current market share, the market growth rate, competitor's promotion expenditure, the extent 

of brand switching and new product activity. His analysis of patterns of promotional 

expenditure within a therapeutic class is suggestive of an 'optimum' level of promotional 

expenditure for an individual product. He concludes that a "threshold level" of promotional 

expenditure exists for new as well as established products, depending on factors like 
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therapeutic class and the size of the target group of doctors. Companies spending below this 

threshold level would be wasting promotional expenditure as it will be ineffective. 

Mann, Henning and Meehan (1972) observe that price reduction strategies have not generally 

been effective in achieving large market shares, since the ethical pharmaceutical market is ____ 	 - 

not generally price competitive. However when a product has significant therapeutic 

advantages over existing substitute products, but was initially more expensive, price 

reduction strategy can be effectively used to increase total market size rather than market 

share. 

Telser (1974) provides evidence that a price reduction strategy is more likely to affect the 

market share of minor brands in the market and is more effective in achieving a small share 

of a market than a leading market position. This arises because the bottom end of the market 

is characterized by greater fragmentation, a greater dependency on generic prescriptions as a 

source of sales and lower promotional levels relative to sales. 

Smarta(1991) suggests that the product profile of a pharmaceutical company should enable it 

to attain all or a few of these objectives; growth, survival, resource utilization, stability in 

sales, profit and return on investment, flexibility to adapt to changing customers needs and 

profit. He points out that product policy and strategy affects a company's future significantly. 

The choice of products of a firm influences all the other elements in its marketing 

programme and has significant implications for such functional areas as Finance, Production 

and Personnel. He refers to product policy and strategy as the `micro-marketing functions' 

that influences a firm's marketing strategy and management. 
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The objective of this analysis is to study the product profile, the differentiation and pricing 

policies of the pharmaceutical companies registered in Goa. The study aims to analyze the 

market for the chosen therapeutic categories and the marketing plan of each company. The 

study will determine how in a highly competitive situation, the companies plan and manage 

the products to retain or expand their market share. 

4.2 Product Profile of the Selected Companies. 

Smaller Indian pharmaceutical companies have a presence in 'branded formulations' 

category of pharmaceutical products largely in the domestic and a few semi-regulated 

markets abroad. Companies that are able to update their products portfolios in line with the 

therapeutic needs of the market, experience more robust earnings growth. Companies with 

strong domestic marketing infrastructure are also exploring in-licensing opportunities to 

augment their product pipelines. 

Having a strong product pipeline is essential to sustain future earnings for a pharmaceutical 

company. It is also critical for those targeting exports to regulated markets to maintain 

systems and processes that ensure product quality. 

Understanding the disease pattern in the targeted markets is important for the smaller 

pharmaceutical companies. This will enable them to judge the potential of the market for 

each category of drugs and to identify the marketing opportunities in order to form a strategic 

market plan. 

The range of products manufactured by the seven companies registered in Goa, were 

classified under certain broad therapeutic categories. Product categories are than ranked on 
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the basis of maximum number of companies producing products within a certain therapeutic 

category. Table 4.1 shows the product categories to which the products manufactured by the 

selected companies belong and their ranking in terms of number of companies producing 

them. A score of 7 would indicate that all seven companies produce in that category and 

hence the category will occupy the first rank. 

Table 4.1 The Distribution of Product Cate ories amon the Selected Com anies. 
Product Category 

Score 
Percentage of 
firms producing 

Ranking 

Antibiotic and antibacterial 7 100 1 

Vitamin Preparations 6 85.7 2 

Anti-inflammatory / analgesics 7 100 I 

Cough and cold preparations 7 100 1 

Dermatological 4 57.1 4 

Gynecological 3 42.8 5 

Anti-asthmatics 4 57.1 4 

Anti-diabetics 3 42.8 4 

Anti-vertigo 3 42.8 5 

Cardio-vascular 2 28.5 6 

Nutritional supplements 2 28.5 6 

Psychotrophics 71.4 3 

Anti-histamines 3 42.8 5 
Source: calculated from primary data. 

In the analysis of product portfolios of the selected pharmaceutical companies, it is observed 

that antibiotics, antibacterial, anti-inflammatory and analgesics, and cough and cold 

preparations occupy the first position, being manufactured by all the selected pharmaceutical 

companies. These are segments with high growth in demand as the main disease patterns 

observed are mostly due to bacterial infections. There are various seasonal appearances of 

bacterial infections and gastro-intestinal disorders among the people in India. The most 

common bacterial infections are upper and lower respiratory tract infections and urinary tract 
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infections. In addition to these, malaria and hepatitis are also common. (Health Condition 

Reports, GOI). The pharmaceutical companies under study cater to these emerging needs, by 

manufacturing a range of products. 

The-cough-and-cold preparation is the other therapeutic category with products manufactured 

by all the seven pharmaceutical players. There is an increased demand from this segment, as 

urbanization and accompanying environmental pollutants result in infections. 

Anti-inflammatory and analgesics also occupy a very significant position in product portfolio 

of the selected companies, the demand of which is also high in India due to a transition to a 

stressful urban lifestyle. 

Vitamin preparations are manufactured by six of the seven selected companies. Demand for 

these exists, because after every dose of antibiotics, which reduces the patients body 

resistance, doctors, prescribe a regimen of vitamin supplements. 

Psychotropic drugs which are administered for hypertension, depression and other 

neurological disorders also form an important component of the product portfolio of selected 

companies. Anti-asthmatics, anti-diabetics and dermatologicals are manufactured by four of 

the seven companies. Three companies produce gynaecologicals, anti-vertigo and anti-

histamines while only two companies produce cardiovascular products. 

A study of the product profile of the selected companies reveals the following: 

1) The existing product categories are high demand segments as evident from emerging 

disease patterns. 
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2) However, there is concentration of production among the selected companies in the 

same therapeutic segments. 

3) The pharmaceutical companies under study do not have a presence in the high value 

therapeutic segments like cardiovascular, ophthalmology, neurology and other specialty 

.segments. 

From the observations relating to the product profile, the following conclusions are drawn; 

1) Very small local pharmaceutical companies will find it extremely difficult to face 

competition in these segments which are flooded by substitute products of domestic and 

MNC companies. 

2) Companies need to have innovative skills of 'Product augmentation' based on 

qualitative improvements and strong marketing capabilities to create an image for their 

brands. 

3) Although operating under highly competitive conditions, the demand pattern in the 

chosen therapeutic categories offer high potential for growth in sales volume, so that 

with right marketing skills, market sustenance is possible even for the smaller 

companies. 

4. 2.1 Individual Company Level Product Profile and Market Analysis: 

I) Geno Pharmaceuticals Ltd. 

A. Manufacturing Capabilities. 

Geno's manufacturing plant in operation since 1979 has a built-up area of 9585 sq. m. 

and is Good Manufacturing Practices (GMP) certified as required by the WHO. The total 

net fixed capital investrnent of the company as of March, 2007 is 1017.15 lakhs, out of 

which 58 percent is on the categories shown in table 4.2. 
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Table 4.2 Total Fixed Capital Investment -Geno 

Category Investment (Rs. In lakhs)-March 2007 

i) Land & Building 407 

ii)Plant and Machinery 	- 132.66 

iii)R & D 56 

Source: Company Annual Reports. 

Geno manufactures pharmaceutical formulations in the dosage forms of tablets, liquid orals, 

hard gelatin capsules, topical ointments, small volume parenterals and otics. As per data 

obtained from the company, the manufacturing plant is equipped to manufacture an annual 

output on single shift of 3 hours working per day as shown in Table 4.3. 

Table 4.3 - Manufacturing Capability of Geno 

Dosage forms Number 

i) Tablets 400 million 

ii) Liquid orals 13 million bottles 

iii)Capsules 75 million bottles 

iv)Topical 6 million tubes 

v) lnjectables 24 million Ampoules 

Source: Company Reports. 

The company uses 94.08 percent of indigenous raw materials, while it imports 5.29 percent 

raw materials for its production requirements. 

The trends in expenditure incurred by Geno on R&D is shown in Table 4.4 
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Table 4.4- Geno's R&D expenditure 

Yrs. 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 

Capital 

exp. 

35,000 1,42,738 26,000 - 11,56,705 11,32,689 25,69,000 

Recurring 

exp. 

8,75,088 12,67,878 8,46,760 1 -1,20,492 12,52,066 14,83,807 16,03,185 

Total 9,10,088 14,10,616 8,72,760 1,120,492 24,08,771 31,16,496 45,72,185 

R&D 
exp.as  
% 	of 

total 
turnover 

0.23% 0.28% 0.21% 0.22% 0.48% 0.46% 0.56% 

Source: Company Annual Reports. 

The investment of the company on R&D has been on an average 0.28 percent of total 

turnover over the period. According to company sources, the specific areas in which R&D is 

carried out by the company is in the areas of new process development, improvement & 

modification or optimization of existing processes, development of new formulation and 

developing new methods of analysis. 

B. Product Profile and Market Analysis: 

Geno has an active presence in the following categories: 

1 Anti-migraine 

2 Anti- biotics 

3 Cough and cold preparations 

4 Digestive enzymes 

5 Diuretics 

6 Drugs used in Vertigo 
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7 Earwax softeners 

8 Multivitamin tonics, Appetizers 

The well known brands of the company are vertigon, vertidom and myolaxin.The sales 

contribution of Geno's core product groups to the company's annual sales turnover on an 

average between 2002-07, is shown in the table 4.5. 

Table 4.5 - Contribution of Geno's Core products to Sales Turnover 

Product Category Percentage 
share 

1)Analgesics/Anti-pyretic/anti- 
inflammatory agents 

17.3 

2) Gastro-enterologicals 7.56 

3) Nutritional supplements 37.60 

4) Anti-infectives 4.71 

5)Anti-hypertensive/Diuretics/Anti- 
vertigo/Anti-migraine and allied 

25.00 

6) Cough and cold remedies 8.00 

Source: Company Website. 

It is observed that item no. 3 & 5 contribute more than 50 per cent to the company's annual 

sales turnover and hence form the company's core products. 

Geno has sales operations all over the country and covers most of Nepal as well as its prime 

markets. It started an international division for exports in 2005-2006 
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The total market share of the company is 0.5 per cent. The marketing team is headed by a 

Vice-President, four Sales Managers and 491 Medical Representatives. Geno spent Rs. 13.67 

crore on marketing in 2005-06. 

Table 4.6 - Trends in Geno's Marketing Expenditure 

Year Marketing 	Expenditure 	as 	% 	of 	Total 
Expenditure. 

2000-01 21.42% 

2001-02 22.01% 

2002-03 21.63% 

2003-04 21.75% 

2004-05 23.92% 

2005-06 23.82% 

Source: Primary Data obtained from Company 

As the company's targeted market is clogged with intense competition, it realizes the need to 

develop strength in marketing and to penetrate into new markets. Apart from an annual 

projected growth of 15-18% in domestic sales, the company aims to achieve an annual 

turnover of US $ 20 million in exports sales by 2010. As part of its export expansion 

strategy, Geno has finalized tie-ups with pharmaceutical importers and distributors in Africa, 

Central America and South East Asia to market its products. It has established a Regulatory 

Affairs Department to cater to the registration requirements of the Ministries of Health, Food 

and Drug Administration and other regulatory authorities abroad. 

The Current strategic marketing options selected by the company are; 

1) Concentrated marketing at the chosen segments. 
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Genos Coverage of Doctors in India & Nepal 

ai Consultant 
Physicians 

Cardiologists 

0 General Practitioners 

o ENT,Ortho,Gynaecs, 

Diabotologist 

2) Differentiated marketing using branding strategy. 

The main objectives of its current marketing programme are; 

1) Defending existing market share. 

2) Penetration into new markets. 

3) Entry into high-value therapeutic segments. 

4) Creating niche markets. 

5) Augmenting its products through investments in formulations research and development. 

Figure 4.1 

Geno covers through its trained team of medical representatives more than 70000 doctors in 

India and Nepal. 

Geno is keen in taking advantage of the opportunities of 2005 products patent regime by 

targeting introduction of off-patent or generic drugs in world market. It is pursuing efforts to 

diversify into cardiac and anti-hypertensive segments. The company is presently exploring 

opportunities of business collaborations with other Indian and multi-nationals pharmaceutical 

companies in areas of contract research and marketing, although no deals are finalized yet. 
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C. Marketing Constraints faced by the Company: 

The small size in comparison to the large Indian and Multinational companies acts as an 

entry barrier to high value therapeutic segments. The company feels that smaller 

pharmaceutical firms have a price disadvantage over larger competitors due to lower 

economies of scale. 

The competitive pressures faced by Geno (listed by the company in order of severity) are: 

1) Competitor rivalry. 

2) Bargaining by buyers. 

3) Threat of substitutes. 

4) Bargaining by distributors. 

5) Threat of new entrants. 

The main elements of its strategy to overcome these pressures are : 

1) Innovative marketing. 

2) Increased investments in R & D. 

3) Attaining efficiencies in manufacturing to cut down costs. 

4) Fast and efficient delivery network. 

To improve profit margins, Geno has also been manufacturing products for other companies 

on contract manufacture or loan license basis. The various companies with which Geno has 

been associated for such a manufacturing activity are Pfizer Ltd., Tata Parma,Torrent 

Pharmaceuticals, Searle (India) Ltd., Blue Cross Laboratories Ltd., Okasa, Wallace 

Pharmaceuticals, Cosme Farma Laboratories Ltd. and Ashwini Pharmaceuticals Ltd. 
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2). Wallace Pharmaceuticals Pvt. Ltd. 

A. Manufacturing Facilities: 

Wallace Pharmaceuticals was earlier known as Carter Wallace Ltd. when it was registered on 

2nd  Feb, 1968 by virtue of a collaboration agreement between Carter Wallace Inc. of USA 

and the Menezes family of Goa. Now, Wallace pharmaceuticals Pvt. Ltd. is a wholly Indian 

company with a distribution network spread all over the country. 

Wallace has 2 manufacturing units in Goa, one unit at Dharwad in Karnataka and has 

recently set up a unit at Nalagarh in Himachal Pradesh to benefit from the tax concessions 

there. The manufacturing facilities and operations are certified by FDA (Food and Drugs 

Administration) to conform to GMP as recommended by WHO. 

The total net fixed capital investment of Wallace as on March, 2007 stood at 3942.84 lakhs. 

Table 4.7-Fixed ca ital investment -Wallace 
Category Investment (Rs. In laldis) 

i) Land and Building 1175.04 

ii) Plant and Machinery 477.39 

iii) Quality control 49.40 

iv) R&D 172.57 

Source: Company Annual Report 

Wallace has a fixed capital investment value amounting to 39 crores. 

Company's recurring expenditure on R&D is shown in Table 4.8. 
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Table 4.8 - Revenue expenses on R&D of Wallace 

Year. TotalRevenue 

Exp.(Rs.) 

1999-2000 17,37,860 

2000-2001 27,72,763 

2001-2002 31,34,520 

2002-2003 13,55,827 

2003-2004 18,03,233 

2004-2005 14,08,737 

2005-2006 14,70,808 

2006-2007 22,61,436 

Source: Company Annual Reports. 

This expenditure is mainly on quality control, analytical fees and testing. Wallace has its 

marketing office at Andheri, Mumbai and regional offices in Delhi and Kolkata. Wallace 

has a full fledged R&D Department which is recognized by the Government of India. It's 

quality control department, to ensure that products are manufactured as per pharmacopoeial 

specifications, is also recognized by FDA. Wallace has been certified with ISO 9001 for 

quality assurance in design, development, production, installation and service. 

B.Product Profile and Market Analysis: 

Wallace sells over 50 brands of formulations in the Indian Market. The products 

manufactured and marketed by Wallace belong to the following therapeutic groups:- 

Systemic antibiotics, Anti-pasmodics, Topical Antibiotics, Oral Antifungal, Systemic 

antihistamines, Haematinics, Antacid/Antiflatulents, Oral Rehydration Therapy, 
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Gastroprokinetics, Oral antihyperglycaemics, Cough and cold remedies, Antipeptic ulcerants, 

Protein supplements, and Hyper pigmentation drugs. 

One of the innovative formulations launched in the market by Wallace recently is Lynx Gel, 

an anti-acne product. In clinical multi-centric trials, the efficacy of it is found to be around 

74 per cent. In the dermatological segment another brand of Wallace with good sales growth 

is Fusiwal B, which has a growth rate of 24.7 percent. Table 4.9 reveals the market 

performance of certain brands of Wallace pharmaceuticals. 

Table 4.9 - Performance of Main Brands 

Brand Usage Value (Cr) Growth Rate 

i) Walaphage Cure for bacterial 
diarrhea (paediatric ) 

83.94 12.3 

ii Tizanac Relief from pain and 
inflammation 

0.19 -52.6 

iii)Lynx orals Anti-acne 6.21 1 

iv)Lynx inj Anti-acne 6.52 -11.5 

v)Fusiwal Surgical wound 
Infections 

2.82 -8.7 

vi)Fusiwal B Skin infections 0.63 24.7 

vii)Walamy-cin Anti-bacterial 5.21 -14.9 

Source: Company Publications 

It is clear from the table that certain key brands are showing negative growth performance on 

account of fragmentation of the market in these segments due to a large number of players. 

Certain brands have been well accepted by dermatologists, pediatricians and general 

practitioners whom Wallace mainly targets. Wallace may have to restructure its products 

portfolio to improve profitability. The share of Wallace in the domestic market is around 0.5 

per cent. Over the last six years, Wallace has been consistently spending 30 per cent of its 
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total expenditure in marketing its products. Its marketing expenditure in 2005-06 was Rs. 

30.65 crores. 

The strategic marketing plan of the company is 

1) Focused marketing on its coresegments in order to develop core competencies. 

2) To create differentiation in its products through branding, labeling and packaging 

innovations. 

3) To identify niche markets. 

4) To generate strong prescription support. 

Recently Wallace has started targeting the international market with exports to Tanzania, 

Kenya, Guyana and Sri Lanka. With a view to stabilize and expand its market share, 

Wallace has already diversified into newer therapeutic segments focusing on cardiovascular, 

chronic and lifestyle diseases. 

C. Marketing Constraints faced by the Company 

Wallace pharmaceutical's main concern is the presence of spurious substitutes in the market. 

Copying of the company's products by unethical marketers affects the market prospects of 

Wallace. To overcome this threat the company is in the process of using holograms in its 

packaging so that copying or duplicating the product will become difficult. Government 

control over pricing is also adversely affecting the market prospects of the firm in terms of 

profitability and R & D expenditure. The management of the company feels that govt. should 

reduce its span of control and let the market forces take care of price mechanism. 
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3) Kare Laboratories Pvt. Ltd. 

A. Manufacturing facilities 

Kare Labs is part of the Kare group of companies which was founded in 1932. The 

pharmaceutical business of the Kare group consists of 3 manufacturing companies; viz. DCI 

Pharmaceuticals Pvt. Ltd., Motiff Laboratories Pvt. Ltd. and Kare Labs Pvt. Ltd. Kare Labs 

was established in 1997 and commenced production in the same year. 

The value of its net fixed assets stood at 985 lakhs in 2007 out of which 56 percent is 

composed of the following:- 

Table 4.10 - Total fixed investments of Kare Pharmaceuticals 
Categories Amount (Rs. In Lakhs) 
i) Land and buildings 430 
ii) Plant and machinery 44.16 
iii) Quality control and testing 72.20 
iv) Research and Development 15.00 
Source: Data obtained from company, Annual Reports. 

Table 4.11- Production capacity on single shift manufacturing basis per month. 

Dosage Form Installed capacity 

i) Tablets 80 million 

ii) Ointments 15 lalch tubes 

iii) Liquids 5 lalch bottles 

Source: Company Reports 

Kare Labs manufactures formulations in various dosage forms including tablets, ointments, 

liquid orals, injectables ophthalmic and ear drops, Beta lactum range of capsules, external 

lotions and external dusting powders. Kare Labs is certified under WHO-GMP certification 

scheme. 
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B. Product profile and Market Analysis 

The therapeutic segments served by Kare Labs are antibiotics, vitamins and minerals 

preparations, anti-inflammatory products, coughs and cold preparations, dermatological, anti-

parasitic products, anti-asthmatics, anti-diabetics and_psychotropic. Some of its main brands 

in these segments are Karephen, Karedep, Format, Glulow, Nimiff, Karesal, BurnImre and 

Linac gel. 

The Kare group also engages in contract manufacturing activities for reputed multinational 

and Indian companies. The details of these activities are shown in table 4.12. 

Table 4.12-Contract manufacturing Business -Kare Labs 

Product/Brand Marketing Dosage 

i) Burnol Plus Dr. Morepen Ltd. Antiseptic cream 

ii) Kinetone Plus Abbott India Ltd. Multivitamins symptoms 

iii) Soframycin Aventis Ltd. Antiseptic Cream 

iv) Ibugesic Cipla Analgesic tablets 

v) Metalite range of cream Piramal India Ltd. Sunscreen products 

Source: Company Website 

Kare markets its own brands in the domestic and international markets. The company has 

product registrations in Nepal, Sri Lanka, Malaysia, Honduras, Philippines and Vietnam and 

export to these countries. It has employed 75 marketing representatives to attain its sales 

targets in the domestic market. The challenge before the company is to increase its market 

share in the segments which are clogged with intense competition. 
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The focus of the market segmentation policy of Kare is geographical and by therapeutic 

benefits. The company states that its skilled and experience labour force, quality 

infrastructure and raw material accessibility are its main strengths in marketing while less 

capital for R and D, and inability to compete with large MNC's are its main weaknesses. 

The company plans to diversify into newer segments of ophthalmology and otologicals and is 

also pursuing opportunities for business collaborations in areas of marketing and distribution. 

The marketing allocations of the company over the years is revealed in Table 4.13. 

Table 4.13-Marketing Expenditure of Kare Labs 

Year Marketing expenditure as 
a percentage of total expenditure 

2000-01 35 

2000-02 30 

2000-03 25 

2000-04 25 

2000-05 20 

2000-06 20 

Source: Primary data obtained from Company. 

Kare's strategy to succeed in the highly competitive environment is to realize economies of 

scale in manufacturing and to strengthen its distribution system. Product differentiation and 

image building through effectiveness of sales force, packaging and service is also a key 

strategy. 

112 



For current markets, the strategy is to penetrate the market with product development. Over 

the last 5 years, Kare reduced the number of products offered in the market to focus on core 

competencies and also retrenched from unprofitable markets, probably explaining the drop in 

the percentage of marketing expenditure as shown in Table 4.13.. The company plans to 

boost exports by supplying `me too' generic products at affordable prices. Identifying and 

entering into niche markets in these countries is the strategic plan currently pursued at 

Kare' s. 

4). Cosme Farma Laboratories Ltd. (CFL) 

A. Manufacturing facilities: 

CFL has a ISO 9002 WHO-GMP Certified plant. It has quality control laboratories with state 

of the art testing and analysis equipment. Its R & D facility at Ponda is recognized by the 

Department of Scientific and Industrial Research, Government of India. The company 

manufactures products for Glaxo, Serum Institute of India and E-Merck. It also gets its 

products manufactured at different loan license locations in India. It produces over 46 

formulations under the therapeutic segments of dermatology, gynaecology, cardiology and 

antibiotics. 

The value of its net fixed assets as on March, 2008 is shown in table 4.14 

Table 4.14-Net fixed investment of CFL 

Assets Net value (Rs.) 

Land 3,031,637 
Buildings 63,678,208 
Plant & machinery 6,201,703 
R&D equipment 225,97,055 
Others (Vehicle furniture etc) 192,52,036 
Total 947,60,638 
Source: Company annual reports. 
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CFL has net fixed investment of 947 lakhs. Expenditure incurred by CFL on R&D is stated 

in Table 4.15. 

Table 4.15-Ex enditure incurred b CFL on R & D 
Year Capital Revenue Total Total R&D 

expenditure 
as 
percentage 
of 
turnover 

2002-03 nil 22,68,628 22,68,628 0.31 
2003-04 1,87,311 39,83,738 41,71,049 0.49 
2004-05 nil 43,71,480 43,71,480 0.49 
2005-06 25,80,675 23,64,579 49,45,254 0.46 
2006-07 28,526 29,86,837 30,15363 0.24 
Source: Annual reports of the company. 

The R&D is of analytical nature to improve the quality of formulations. According to 

company sources, the benefits derived from R&D are production and quality improvement, 

improved process performance, better cost management and enhancement of safety and 

better environmental protection. 

The current focus of the company is on the following areas. 

New drug delivery system 

Liposome based targeted drug delivery system. 

Derma antifungal and ant allergic preparations. 

Pain management and osteoporosis segment. 

Anti-ulcer and H2-Antagonist preparations . 

Antibiotic and anti bacterial segments. 

B. Product profile and Market Analysis 

The core products of CFL are as shown in table 4.16: 

114 



Table 4.16-Main Brands of CFL Pvt. Ltd. 

Products / Brand Product Benefits 

Jectocos Haematinic 

Exeption Anti-bacterial 

Reglan Anti-emetic 

Flucos Anti-fungal 

Cosklot Haemostat. 

Source: Company Publications 

The company has an overall market share of around 0.3 percent. CFL has been spending over 

Rs. 17 crores for its marketing activities and allots above 23 percent of its total budget for the 

same. 

The marketing team comprises of a Vice-President who heads the overall responsibility of 

sales and marketing, a General Manager (Marketing), marketing managers who coordinate 

the marketing functions of its different divisions and a Product management team involved in 

brand building activities. It has employed 850 marketing representatives in its 3 marketing 

divisions. CFL has products registered in Mauritius, Kenya, Sri Lanka and Jamaica which are 

its main export destinations. 

The company segments its market geographically, by therapeutic benefits and by the 

speciality of doctors in the target area. Inorder to realize economies of scale, the company is 

looking out for diversification as a strategic marketing options According to marketing 
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officials of the company, the entry into newer therapeutic segments will depend on factors 

like past experience, coverage of doctors and number of and quality of field force. 

It is currently focusing on the following areas 

1) Exploring opportunities to produce specialty drugs. 

2) Better and wider coverage of doctors. 

3) Increasing exports. 

4) Obtaining overseas regulatory accreditation for its manufacturing facilities. 

C Marketing Constraints faced by the Company. 

The dominance of MNCs in certain product categories is a major constraint in increasing 

sales. The company feels that there should be effective government control on Over-the 

Counter medicines and their advertising. It faces threats due to spurious, sub-standard 

substitutes that find their way in the market. Reduction of and uniform implementation of 

excise duty and infrastructural development are the desired factors to derive efficiency in 

marketing, according to the company. 

5) Toyo Laboratories Pvt Ltd. 

A. Manufacturing facilities 

Toyo laboratories, established in 1985, is a very small scale unit, manufacturing and 

marketing pharmaceutical products. 

The value of its net fixed assets was 2.79 lakhs in 2007 as seen in table 4.17. 
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Table 4.17-Total fixed capital Investment -Toyo Labs 

Categories Amount (Rs. In lalchs) 

1.Land and building 1.76 

2.Plant and machinery ____ 	_ 
0.71 

3. Quality control and testing 0.32 

Source: Company Accounts 

The company manufactures drugs formulations in dosage forms of tablets, capsules and 

ointments. It also gets its products manufactured on loan license from M/S. Merit 

Pharmaceuticals and DCI Pharmaceuticals. Toyo has obtained FDA approval for its 

manufacturing unit and believes in adherence to quality standards for its products. 

Toyo successfully demonstrates that the size constraints of a pharmaceutical firm can be 

overcome by catering to niche markets areas and by effective organizational coordination and 

a marketing vision. 

Expenditure incurred by Toyo on quality control and analysis is as follows: 

Table 4.18 Expenditure incurred by Toyo Labs on quality control 

Year Cost (Rs.) 

2003 1,10,515 

2004 1,06,329 

2005 1,53,513 

Source: Company Reports 
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It is found that Toyo uses only indigenous raw material for manufacture and packaging. 

Toyo follows the quality control norms in production. It also takes assistance from M/S. 

Raptakos Breth test laboratories for raw materials and finished products analysis. 

Regular health checks ups are carried out once in a year of all the staff and workers working 

in the unit. The staff and workers of the unit are provided with clean hygienic clothing 

without which the entry in the production premises is restricted. 

B.Product Profile and Market analysis 

The products manufactured by Toyo belong to the following therapeutic segments. 

1) antibiotics 

2) vitamins and mineral supplements 

3) gastro intestinal products 

4) analgesics 

5) cough and cold preparations 

6) dermatological 

7) gynaecological 

8) psychotrophics. 

Toyo markets its products in Goa, Kerela, Karnataka and Maharashtra. It also sells to 

Government institutions. The company has employed 18 marketing representatives who are 

under the direct supervision of the Marketing Director. 

The company has also employed a Sales Manager who is responsible for sales administration 

and a Regional Sales Manager involved in supervising the field operations. 
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Toyo's average marketing expenditure is 30 per cent. Its marketing expenditure was 46 lakhs 

in 2005-2006. Although small in size compared to the other big players in the same 

therapeutic segments, Toyo finds its competitive strength in encouraging and incentivising its 

field force. It has developed niche market categories mainly in rural markets which are not 

penetrated by the bigger markets. Toyo believes there is scope in the rural markets of India 

where there are adequate sales opportunities. 

Table 4.19-Trends in Toyo's Marketing expenditure. 

Year Marketing 

Expenditure(%) 

2000-01 40 

2001-02 38 

2002-03 35 

2003-04 30 

2004-05 30 

2005-06 28 

Source: Primary data obtained from company. 

Toyo had to reduce its marketing expenditure on account of lower profit margins. 

C. Marketing Constraints faced by the Company: 

Lack of knowledge of export markets and inadequate capital for investment are listed by 

Toyo as the main marketing constraints faced. Bigger companies have strong marketing and 
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distribution capabilities which provide them with a competitive edge. The company has not 

established any marketing tie-ups with other firms. 

Since prices of pharmaceuticals are controlled by brand leaders, Toyo has to lower the prices 

of its products to increase sales. The company considers motivation and effectiveness of MRs 

as a key factor in projecting its image as an ethical and responsible organization and in 

gaining doctor's acceptance and support. Presently, Toyo has no plans for exports. 

6) MERIT PHARMACEUTICALS PVT. LTD. 

A. Manufacturing Capability: 

Merit Pharmaceuticals is a small pharmaceutical unit, established in 1977, manufacturing and 

marketing pharmaceutical formulations in tablet and liquid dosages. Merit also has its 

production under loan license to Biochem Pharmaceuticals and Intra-Pharmaceuticals. It has 

a total fixed capital investment of Rs. 16.79 lakhs. 

Table 4.20.-Fixed Capital Investment -Merit Pharmaceuticals. 

Category Amount (Rs. In lakhs) 

I) Land and Building 3.34 

2) Plant and Machinery 9.78 

3) Quality control and testing - 

4) Research and Development - 

5) Others 3.67 

Source: Company data. 

Merit's manufacturing plant has not obtained WHO-GMP certification. 
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B. Product profile and Market Analysis: 

The product range manufactured by Merit includes antibiotics, analgesic, antipyretics, anti-

inflammatory, anti-microbial, antacids, tranquilizers, anti-asthmatics, expectorants and 

vitamin supplements. Merit markets the products in Goa and the adjoining states of 

Maharashtra, Kerala and Karnataka. It also supplies to institutions like GMC, Institute of 

Psychiatry, Directorate of Health Services, ESI Dispensaries and MPT hospital. 

Merit's paediatric products are finding increasing doctor acceptance in Goa and other parts of 

the country due to innovative packaging and tasty flavor for children's products. 

Belonging to the lower end of the pharmaceutical market, Merit has a market share of just 

about 0.001 per cent. The Marketing team consists of a Marketing Director who coordinates 

the Marketing operations, a Sales Manager responsible for overall sales in the Goa region 

and 3 area Sales Managers in charge of sales operations in Kerala, Hubli and Kolhapur along 

with thirty marketing representatives. 

It's total annual marketing expenditure on an average has been Rs. 50 lakhs. It has been 

spending approximately 25 percent of its expenditure on marketing over the last six years. 

Merit mainly targets pediatricians and general practitioners in Goa and parts of Karnataka 

and Maharashtra. It is currently pursuing product development opportunities in herbal and 

ayurveda. 

Merit had to retrench from unprofitable markets in India over the last few years.Ethical 

Marketing with skilled MRs as mediums to reach doctors, product differentiation through 

innovative developments and expanding reach in rural segments of the market are the main 
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goals of the firm's marketing plan. Over the long run, the company aims to foray into 

exports. 

C. Marketing constraints: 

Merit feels the pressure of competition even in rural markets. According to its Director, 

marketing success depends on implementation of ideas and smaller companies lack the 

resources to implement the ideas. The company has not succeeded in establishing any 

business tie-ups in production or marketing. The threats it faces are in terms of competitor 

rivalry, and high degree of price competition. 

The strategic plan of the firm is to outsource production to a WHO-GMP compliant firm and 

to export these products. 

8. GOA ANTIBIOTICS AND PHARMACEUTICALS PUBLIC LTD.(GAPL) 

Goa Antibiotics and Pharmaceuticals Ltd, a public sector enterprise was incorporated in Dec. 

1980 as subsidiary of Hindustan Antibiotics Ltd(HAL) in joint venture with EDC Ltd. The 

plant is situated at Tuem in Pernem Taluka. Various category formulations are manufactured 

in dosage forms of dry powder parenterals, tablets, capsules and liquid orals. 

A. Manufacturing Capacity. 

The net fixed assets of the company as on March 2007 stood at 398 lakhs.The installed 

capacity of the company on single shift basis is given in table 4.21. 
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Table 4.21 - The installed capacity of GAPL on single shift basis 

Section Unit Installed capacity/ 
Shift(Unit in lakhs) 

Installed 
capacity/Annum(in 
lakhs) 

Dry 	Powder 
Parenterals 

Nos. 0.50 150.00 

Tablets Nos. 8.00 2,400.00 
Capsules Nos. 4.00 1,200.00 
Liquid Orals Ltrs. 0.015 4.50 
Source: Company publications. 

The company has no specific R$D department. It has a product development section for the 

development of new formulations and a quality control department. It obtained WHO-GMP 

certification for tablet section in August, 2005 and for capsules and liquid oral section in 

2006. 

It has been revealed that Goa Antibiotics and Pharmaceuticals Ltd., the Public Sector Drug 

Company, inspite of huge infrastructural investments is reeling under losses largely due to 

lack of professional management and underutilization of capacity. Substantial improvements 

in manufacturing facility have been made in order to comply with revised Schedule M 

requirements. Manufacturing facility if utilised on three-shift basis is capable of achieving 

turnover in the range of around Rs.650 - 700 nui, according to company sources. 

The financial position of the company over the period 2000-06 is shown in Table 4.22. 

Table: 4.22 - Financial Performance- GAPL 

Balance of loss as per previous 
balance sheet 

Add: loss for the year 

2005-06 2006-07 

2305.49 lakhs 

190.92 lakhs 

2496.42 lakhs 

189.17 lakhs 

Accumulated loss 2496.42 lakhs 2685.59 lakhs 

Source: Company Reports. 
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The Company was registered (with BrFR) as a sick company registered in 1997. Its losses 

have eroded its entire net worth. Improvement in the company performance is dependent on 

improvement in marketing and distribution arrangements. 

EDC wants to divest its holding in GAPL to a strategic investor in a phased manner and has 

invited,bids for the same. 

B. Product profile 

The major therapeutic categories of formulations manufactured at factory site are anti-

tubercular drugs, anti-inflammatory drugs, nutritional supplements, Antacids, anti-malarial, 

anti-diabetic drugs, cardiovascular drugs, psychotropic, anti-ulcer drugs, anti-cold 

preparation and anti-allergics. 

The operations of GAPC can be broadly classified into four lines of business, viz. 

Manufacture of formulations. 

Trading activities. 

Medicentre 

Loan licensing activity. 

GAPL currently manufactures generic formulations for the institutional market. Majority of 

the formulations manufactured by GAPL are supplied to various central and state Govt. 

institutions. Trading activity consists of sale of medicine kits and diagnostic medical 

equipments to various Government institutions in the country. 

GAPL operates retail chemist shops (medicentres) at GMC, Bambolim and Hospicio 

Hospital, Margao. Further it also undertakes contract manufacturing on behalf of other 
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phartnaceutical companies on loan license basis. The company is registered as a drug 

supplier with major State Governments, Indian Railways, Directorate General of Supplies 

and Disposals, Coal India, Armed Forces medical stores depot., Public sector undertaldngs 

etc. 

4.2.2 Product profile and Market Analysis: Main Findings and Observations 

The industry scenario, for pharmaceutical products, produced by the pharmaceutical 

companies under study, is characterized by a high degree of competition. The main product 

categories in which they produce have a large number of manufacturers/ marketers as they 

are high demand and low cost categories. Every firm wants to sell the high demand products 

to increase the sales volume, market share and profitability. 

To maintain profit margins, the companies are found to be engaging in contract manufacture 

for other Indian and Multinational companies, besides their own manufacturing activities. 

Small size in comparison to huge Indian and foreign multinationals, who dominate the 

pharmaceutical markets; price disadvantage; unethical standards of competitors; and 

inadequate resources for investment are the major marketing constraints faced by these 

companies. Lack of knowledge of export markets is another hindrance for the smaller 

companies like Toyo and Merit. 

Among the group, the ones who are in a relatively better position in terms of market share, 

fixed capital investments, brand building, image, coverage of doctors, and exports are Geno, 

Wallace, Kare and CFL. Merit Pharmaceuticals and Toyo Laboratories, although small in 

size, in terms of investment and market, have a respectable position due to professional 
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management and establishment of a market position in small, but niche rural markets. Their 

future prospects depend on extent and nature of government control, and on government 

support and incentives. The smaller companies feel strangulated by the competition on the 

one hand and Government's control over prices and withdrawal of concessions on the other. 

The efforts of the Government to turn around the loss making public sector drug company, 

Goa Antibiotics by inviting bids to divest its holding to a private strategic partner and to 

impart professional management to the company has not yielded any results. Political 

interference and support to trade union are major factors that does not allow GAPL to shed 

excess labour. 

The above findings related to the product profiles of individual companies leads to the 

following implications; 

The small units who are manufacturing and marketing on their own should get support from 

the Government to upgrade their manufacturing infrastructure. This will enable them to 

undertake contract manufacturing for big Indian and multinational pharmaceutical firms. 

Many of these companies are found to be supplementing their market earnings by 

manufacturing on loan license basis for other companies. It can be inferred from this that 

inorder to survive the big competition through such opportunities, the companies should 

ensure that their manufacturing laboratories, testing and analytical equipment and storage 

conditions are of high standards. The manufacturing plants of the small units like Merit do 

not have GMP certification. They are constrained by the shortage of financial resources and 

require government support for up gradation of their technological capabilities to become 

GMP Complaint. This is crucial for their image building and future survival. 
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Geno, Kare, CFL and Wallace should engage in business tie-ups in manufacturing and 

marketing to attain higher volumes and advantages of economic of scale instead of relying on 

Government concessions. They should adopt different strategies through increased market 

orientation, product engineering, investments in technology, corporate guarantee of quality 

and image building. This will ensure that these companies sustain and increase their sales 

volume, attain improved market share and better profitability. 

Companies like Geno, CFL, Kare and Wallace export their products to unregulated and semi-

regulated overseas markets. They have not targeted the markets of the developed countries 

with their products because of the stringent standards adopted in these countries. The 

companies should aim to meet these requirements through higher levels of investments in 

manufacturing R. & D and quality control. Pooling of resources through strategic tie-ups and 

collaborations should be considered. This will enable them to obtain a share in the large 

generics market of the west, especially the US that is growing at a high rate. 

4.2.3 -Product Profile and Market Analysis- A Comparative Study of the Selected 

Companies 

A. Comparative Manufacturing Capabilities 

In the present competitive regime, inadequacies of capital, technology and skills are found to 

be affecting the market prospects of the small pharmaceutical companies in Goa. A 

comparative look at the levels of fixed capital investments of the firms under study will 

provide insights into the manufacturing capabilities and market standing of the companies. 
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Table 4.23 Fixed Capital Investments of Selected Companies in Goa as on March, 2007 

(Rs.in lalchs) 

Category Geno Wallace Kare Toyo Merit CFL GAPL 

Land and 
Building 

407 1175.04 430 - 3.34 630.66 151.70 

Plant and 
Machinery 

132.66 477.39 44.16 0.71 9.78 66.90 175.18 

QualityControl 8.82 49.40 72.20 0.32 - - 22.26 
R&D 56 172.57 15.00 - - 43.28 - 

Other fixed 
expenses 

412.67 2068.44 424.28 1.76 3.67 194.95 48.96 

TOTAL 1017.15 3942.84 985.64 2.79 16.79 935.79 398.10 
Source- Data obtained from Annual Reports of given companies 

It can be noted from the table that Geno and Wallace has fixed capital investments of more 

than Rs.10 crore, while Kare and Cosme Farma records fixed investments worth Rs. 9 crore. 

GAPL has fixed investments worth 3 crore, while Toyo and Merit are very small units in 

terms of fixed capital investments. 

It is mandatory for the firms to invest in quality control but the level of capital investment in 

quality control processes and systems in case of the small units is very low. R&D 

investments of the large and medium sized units are focused on enhancing the quality of 

formulations and is called as 'formulations' R&D. Pooling of the R&D resources by the units 

through collaborations and establishing links with academic research institutes could result in 

more value additions to their research efforts. 

The pharmaceutical firms are required to comply with Good Manufacturing Practices (GMP) 

norms as laid down by the World Health Organization. Fulfillment of this norm is mandatory 

for obtaining registrations of products abroad. A State GMP certificate is a must to 

participate in Government tenders. 
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Table 4.24 - Status of Selected Companies in terms of GMP certification 

WHO-GMP certified plants Plant without GMP certification 

Geno Merit 

Wallace 

CFL 

Kare 

Toyo(State GMP) 

GAPL 

Source: Primary data obtained from companies 

It is to be noted that Merit Pharmaceuticals is constrained by shortage of financial resources 

and require Governmental support for upgradation of its infrastructure to become GMP 

compliant. This is also crucial if it is to survive in future on the basis of contract 

manufacturing. 

B.Comparative Analysis of Market Performance of the Selected Companies 

Effectiveness of MRs is critical to building company's image in the minds of the doctors. 

However the smaller companies expressed difficulties in retaining good MRs, who they say 

get trained with a smaller company and then switch over to a larger company. Only 2 of the 

7 firms under study agreed that a highly competent MR working for a less known company 

may not be as successful as a less competent MR working for a well known company. 

Table: 4.25- Number of Medical Representatives employed by the selected 
Com anies-2006-07 

Firms Nos. 

Geno 491 

Wallace 440 

CFL 850 

Kare 75 

Toyo 18 

Merit 30 

Source: Primary data 
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Cosme Farma has substantially increased the number of medical representatives over the 

years and has been incurring high expenses on its field force staff. The smaller of the 

companies have fewer medical representatives. 

The management personnel of these companies pointed out that reducing sales force to cut 

down costs is not possible as direct mailing to doctors does not have the desired impact. 

Table: 4.26 Trends in Marketing Expenditure (Percentage of total expenditure) 

Firms 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 

Geno 21.42 22.01 21.63 21.75 23.92 23.82 

Wallace 30 30 30 30 30 30 

CFL 23 23 23 23 23 23 

Kare 35 30 25 25 20 20 

Toyo 40 38 35 30 30 28 

Merit 25 25 25 25 25 25 

Source: Primary Data obtained from companies. 

Geno spent on an average 22.42 per cent of its total expenditure on marketing over the six 

year period. Wallace, CFL, and Merit maintained that they have consistently spent 30, 23 and 

25 percents respectively of their total expenditure on marketing over the same period; Kare 

and Toyo are found to have decreased their marketing expenditures over the same period. 
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Table 4.27- Overall Domestic Market Share of the Selected Companies. 

Firms Market Share 
(percentage) 

Geno 0.5 

CFL 0.3 

Wallace 0.5 

Kare 0.3 

Toyo 0.03 

Merit 0.001 

Source: Primary data obtained from companies. 

The changing industry dynamics and competitive forces have made the task of 

pharmaceutical marketing very challenging. The firms under study have a very small share in 

the total pharmaceutical market. The bigger companies need to be more innovative in their 

marketing techniques and may have to allocate a higher proportion of their revenues in 

marketing activities. The smaller firms are constrained in their marketing efforts by the lack 

of resources and need to be brought under the cluster development programme by the 

Government to provide them comprehensive support. 

Wallace, CFL, Geno and Kare are actively pursuing export opportunities as shown in table 

4.28. However, it is noted that Toyo and Merit are constrained by inadequate investment and 

lack of knowledge of export markets and limit themselves to sales within the country only. 

Although GAPL has manufacturing capabilities, it does not have the ability to compete in the 

market and largely relies on institutional sales. 
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Table 4.28-Target Markets of Selected Companies 

FIRMS Target Markets Abroad Domestic Markets 

Geno Nepal, Africa, South-East 
Asia 

Rural and Urban 
markets in India 

Wallace 
_ 

Tanzania, Kenya, 
Guyana, Sri-Lanka 

Rural and Urban 
markets in India 

CFL Mauritius, Kenya, 
Srilanka, Jamaica 

Rural and Urban 
markets in India 

Kare Nepal, 	SriLanka, 
Malaysia, 
Honduras, Phillipines, 
Vietnam 

Rural and Urban 
markets in India 

Toyo - Goa, Kerala, 
Karnataka, Maharashtra 

Merit - Goa, Kerala, 
Karnataka, Maharashtra, 

GAPL - Institutional 	Market 	in 
India 

Source: Primary Data obtained from Companies. 

From the comparative analysis of companies, it can be stated that low-cost manufacturing 

capability is their key strength; however, it is critical for those targeting exports to regulated 

markets to maintain systems and processes that ensure product quality. This calls for greater 

levels of investments in upgradation of manufacturing infrastructure, testing facilities, 

storage and quality control systems. Levels of investments in R&D are also crucial for 

enhancing the product manufacturing process, product quality, and product benefits. 

This implies that Government of Goa should treat the small scale formulations units as a 

separate entity and help them to sustain in the competitive environment by a series of 

measures. The clustering approach where all small and medium units are considered as one 

cluster for which there should be well implemented measures to provide technological 

upgradation and marketing support will go a long way in ensuring the market presence of 

these firms. 
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The demand of the industry in Goa, for excise duty exemption from existing Rs. 1 crore of 

turnover to Rs. 2 crore is another measure that the Government could consider to enable the 

small units to incur additional expenditure to upgrade their manufacturing facilities. 

4.3 Differentiation Strategies of the Pharmaceutical Companies: Analysis and 

Findings 

Differentiation is developing a business philosophy distinct from others. The distinctiveness 

may be due to uniqueness of the product, unique methods of production, technology, quality, 

cost leadership, unique positioning etc. 

Differentiation is vital to attain a competitive advantage in the pharmaceutical industry. The 

companies under study are found to be adopting the following differentiation strategies:- 

1) Developing marketing capabilities:-Majority of the companies have market research 

facilities based on which they segment their market, plan for products and build 

relationships with intermediaries. 

2) Developing company image and reputation:-Some of the companies like Wallace, CFL, 

and Kare's have acquired a reputation through their long standing business traditions 

and this itself is a strategic differentiation for the companies. 

3) Building relationships with doctors, distributors and retailers: - Companies use various 

methods of gaining the goodwill of the intermediaries involved in pharmaceutical 

marketing. 

4) Acquiring technological and research capabilities:-A few of these companies have the 

financial strength for investments in quality control and formulations R& D, which help 

them to achieve higher volumes, lower costs and operational flexibility. 
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5) Branding, packaging and labeling innovations are used by all the private sector 

companies to create differentiation for their products. 

4.3.1 Differentiation with Branding Strategy: 

The American Marketing Association defines a brand as a 'name, term, symbol or design or 

a combination of them which is intended to identify the goods and services of a seller or 

group of sellers and to differentiate them from those of competitors. 

A brand name is more than the label employed to differentiate among the manufacturers of a 

product. It is a complex symbol that represents varieties of ideas and attributes. It tells the 

consumers many things, not only by the way it sounds but more important, via the body of 

associations it has built up and acquired as a public object over a period of time. 

In the Indian pharmaceutical industry, brand is the most important tool in developing a 

competitive strategic position for a company. The pharmaceutical marketers aim for a 'share 

of mind' of presaibing doctors. This they can achieve only by branding their products. There 

are many advantages of a branding strategy in case of marketing of pharmaceutical products. 

According to a merit analysis of the pharmaceutical branding strategy, branding has the 

highest effect on brand recall (27.79%).This is followed by effects on creating brand 

awareness (25.61%), building company image (22.2%), and easy handling by the channel 

(15.9%) and protection against substitution (9.2%). 

In Goa, the units under study promote their pharmaceutical formulations mainly through 

branding. Branding according to them is a means of product identification, helping the 
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consumers to know about the differentiated, augmented product from a me-too maze of 

innumerable products in the same therapeutic segments. 

Among them, CFL pharmaceuticals, Kare, Geno and Wallace have a better capacity to invest 

in formulations R& D to augment their product characteristics. Toyo and Merit 

pharmaceuticals emphasize on quality checks and safety standards along with attractive and 

innovative packaging to differentiate their brands from the rest. 

Table-4.29. Main Brands of the Selected Companies 

Therapeutic 
use 

Wallace CFL Kare Geno Merit 

Appetite 
stimulant 

Apimore Cypon 

Vertigo Cintigo,Gravol Vertigon Myrex 
Migraine Paramet Bufex Nimiff Fluner-5 Mepol 
Vitamins Jectocos Eleron, 

Ostovit,Protectone 
Bevimin 

Anti- 
inflammatory 

Soma flan Hirudoid Formet 

Gastro- 
intestinal 

Cisawal Reglan Karesal 

Expectorant Flucold Exeption Respira Sylodil 
Oral 	re- 
hydration 

Walyte Colyte 

Colic Colimex Colic-20 
Source: Compiled from publications and reports of companies. 

These are the main brands of the companies that contribute the most to their sales turnover. 

However in the same therapeutic categories there are a number of competing brands of large 

companies. The companies will have to step up their promotional activities in their niche 

markets and marketing success will be a critical factor in increasing market share. 
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Majority of the respondents from the selected companies rated a company's image as the 

most important determinant of a brand's success. Sldlls of medical representatives in 

communicating to and convincing doctors is rated as the second most important determinant 

of brand acceptability among doctors. 

Wallace Pharmaceuticals and Kare Laboratories is found to be using multiple branding for 

certain products. Multiple brand strategy is marketing virtually the same product with two or 

more brand names. This is done by selling the product through different divisions or through 

group companies. For example, Indi- Pharma, a division of Wallace sells an anti-

inflammatory gel/spray under the brand name Jusgo MR while Wallace sells the same 

product under the brand name Tizanac. While Tizanac recorded a negative growth of 52.6 %, 

Jusgo showed a positive growth performance of 9.5%. Similarly the brand Lynx of Wallace 

for orthopaedic, gynecological and surgical use is sold as Clincin by Indi-pharma. This 

strategy is used to promote overall sales. 

The better performing companies under study maintain a post-launch reporting system under 

which a panel of doctors keeps them informed about the brand's performance when it is 

administered to patients. 

To popularize company image and their brands, few of the companies organize symposiums, 

conferences and medical conventions for doctors. For instance, CFL Pharmaceuticals 

organized an international convention called OSTEOCON, for Indian Orthopaedicians, 

which was held in Bangkok in the year 2003. This then was made an annual feature, with 

OSTEOCON 2004 held in Singapore, OSTEOCON 2005 in Bangkok, and in 2006 at Kuala 

Lumpur. This is a business strategy of the company in communicating the characteristics and 
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benefits of CFL's brands to the doctors. CFL also organized Medicon-2007, a forum for 

physicians and a platform for sharing knowledge, experience and a communication channel 

for CFL to create brand awareness and recall among the doctors. 

Some of the companies aim at creating a corporate brand besides brands of individual 

products. This is done by positioning the company's image as quality conscious 

organizations and making quality assurances to the public in their mission statements and 

profiles. Some firms engage in philanthropic activities in the state which gives a boost to the 

corporate brand image. 

4.3.2 Packaging 

Research on role of packaging in pharmaceutical marketing concludes that pharmaceutical 

products which require personal selling must be packaged in a way to reinforce the sales 

representative's claims and to induce trial and to facilitate prescriptions. The package should 

be able to communicate quality, economy, prestige and relief. 

The cost of materials used for packaging is an important component of the total cost of the 

product. The functional aspects of pharma packaging are ; 

a) To protect the product and its contents. 

b) To provide information about the product, its composition, indications, 

contraindications, dosage, storage conditions manufacturer's name and address, drug 

license number, dates of manufacture and expiry etc. 

c) T o provide the product a distinct identity by prominently displaying the brand name. 

The two main factors that affect pharmaceutical packaging in India are; 
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i) There is price regulation not only for products falling under Category I and 	but 

even the packaging and conversion norms are fixed by the Government. There is a 

limit fixed on the input cost. 

ii) The pharmaceutical products are generally not brought by the consumer on impulse. 

They are essentially presciibed by a doctor. Therefore packaging has a limited role 

that is purely functional. 

There are a number of examples in the pharmaceutical industry where innovation and 

creativity rather than use of expensive materials created successful product differentiation. 

For instance Sandoz introduced a tonic named Santeveni in a different shaped bottle with a 

plastic wire net around it instead of the conventional carton and added a small information 

booklet. Santeveni caught the attention of doctors and consumers alike. A number of 

companies are presenting their physicians samples in attractive gift packs, implying it is a 

gift for good health. 

It is noted that among the selected companies in Goa, packaging consideration occupy an 

important place assisting brand building. The following factors emerge as important in the 

packaging strategies of the companies:- 

1) Safety and stability are important factors considered in packaging. The colors used for 

oral solids like tablets and and capsules and the colors for printing the brand name and 

company logo are approved by the Food and Drug Administration.(FDA) 

2) For the strip packing of tablets and capsules, materials like glassine poly, aluminum foil 

and metalized polyester film are used. 

3) The generic name is printed along with the branded name on the pack. 
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4) The details included on the pack are about composition, indications, batch number, 

storage conditions etc. 

5) The companies use innovative and creative designing aimed at product differentiation. 

For eg. Merit pharmaceuticals have introduced attractive cartons, highlighting the tasty 

.flavours, for its pediatric products. 

6) Use of packaging as a safeguard against copying and counterfeiting is the main 

consideration for some of the firms. Wallace pharmaceuticals is using the latest 

technology of holograms in its packs for certain products to check duplication. 

4.4 Pricing Policies in Practice among the Selected Units 

The prices of a number of bulk drugs and formulations are regulated by the Government of 

India. The main objectives of the Drug Policy are as under: 

a. ensuring abundant availability, at reasonable prices of essential and life saving and 

prophylactic medicines of good quality; 

b. strengthening the system of quality control over drug production and promoting the 

rational use of drugs in the country; 

c. creating an environment conducive to channelising new investment into the 

pharmaceutical industry with a view to encourage cost-effective production with 

economic sizes and introducing new technologies and new drugs; 

d. Strengthening the indigenous capability for production of drugs. 

Price controls are implemented under the Drug Price Control Order(DPC0). Under Section 3 

of the Essential Commodities Act, 4 major revisions of DPCO were made in 1970, 1979, 

1987, and 1995. 
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Table 4.30-Price Control Trends in India 

Year No. of drugs under price 

control 

Percentage of market 

under control 

1979 347 90 

1987 142 70 

1995 (currently in force) 74 50 

SOURCE: Financial Express, Sept.14,1998 

As per Drug Price Control Order, 1995, which is still in force, only 74 out of about 500 

commonly used bulk drugs are kept under statutory price control. All formulations 

containing these bulk drugs either in a single or combination form fall under price controlled 

category. However, the prices of other drugs can be regulated, if warranted in public interest. 

National Pharmaceutical Pricing Authority (NPPA), was established on 29th August, 1997, 

as an independent body of experts as per the decision taken by the cabinet committee in 

September 1994 while reviewing drug policy. The NPPA has been entrusted with the task of 

fixation/revision of prices of pharmaceutical products (bulk drugs and formulations), 

enforcement of provisions of the Drugs (Prices Control) Order and monitoring of the prices 

of controlled and decontrolled drugs in the country. 

To achieve uniformity in prices of widely used formulations, the modifications in Drug 

Policy envisage that there should be ceiling prices for commonly marketed standard pack 

sizes of price controlled formulations which would be obligatory for all, including small 

scale units, to follow. Powers under Para 9 of DPCO, 1995 are exercised for fixation/revision 

of ceiling prices. The ceiling prices fixed/revised by NPPA are notified in the Gazette of 
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India (Extraordinary) from time to time. The ceiling prices are usually notified as exclusive 

of excise duty, local tax, etc. 

Scheduled bulk drugs are allowed prices (excluding local taxes), that result in a post tax 

return of 14 percent on net worth,or a 22 percent return on capital employed. The prices have 

to be applied for approval to the NPPA, before any sales take place, with detailed supporting 

calculations. 

The formula for calculating retail price of scheduled formulations as per DPCO (1985) is as 

follows:- 

R.P. (M.C+C.C+P.M+P.C) x (1+MAPE)+100+E.D. 
100 

Where, 

R.P means retail price. 

M.0 means cost of all materials used. 

C.0 means conversion costs as per norms fixed. 

P.M is packing material used. 

P.0 stands for packing charges as per norms fixed. 

MAPE means maximum allowable post manufacturing expenses including trade margin. 

E.D is excise duty. 

MAPE is intended to cover all costs incurred by the manufacturer after packing, i.e. 

transport, manufacturer's profit, dealer's/retailer's profit etc. 

MAPE/100 is not to exceed 100 percent. Local taxes are added on at the wholesaler/retailers 

level and are not part of the of the retail price as above. The price charged to retailer is the 
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approved retail price less 16 percent. The margin to the wholesaler should not exceed 8 

percent. 

The NPPA also monitors the prices of decontrolled (non- scheduled) formulations and bulk 

drugs , on the basis of data on price available in ORG- IMS on regular basis. 

Given the regulations; the pharmaceutical industry has restricted freedom in price fixation 

and has to use pricing strategy within this restricted degree of freedom. 

4.4.1 Pricing objectives in the Pharmaceutical Industry. 

Besides Government price policy, a number of factors influence pricing decisions. Some of 

these are: 

1. Price sensitivity of different market segments. 

2. Market position of the product and the firm. 

3. Stage in the life cycle of the product. 

4. Economies of scale in production. 

5. Channels of distribution. 

6. Price moves by competitors. 

Since prices of pharmaceuticals are largely regulated and controlled, the scope of pricing 

objectives is somewhat restricted. Improving the efficiencies of operation both in 

manufacturing and marketing therefore assumes greater importance. 

The pharmaceutical industry however can use pricing strategies to achieve any of these 

objectives:- 
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1) Maximization of Profit 

2) Sustained growth 

3) Rate of return on investment 

4) Achieving market leadership 

5) To provide a competitive edge 

6) To increase market share 

7) Meeting competitive price levels 

8) To achieve a greater degree of market penetration 

9) Minimizing risks 

4.4.2 Main Findings on Pricing Practices of the Selected Companies. 

i) The main factor affecting pricing decisions of the companies, according to this study is 

the price of competitors. The pricing objectives of the bigger firms are maximization of 

profits, discouraging entry of competitors and penetration of markets. They use the 

skimming strategy for their core products. They set the price at the top of the acceptable 

price range. Their products are in the earlier phase of the growth stage of the product 

life cycle and they want to recover the cost of investment faster. For their established 

brands they adopt penetration pricing strategy by charging low prices to preempt 

competition and to create an entry barrier. 

ii) The smaller of the companies under study feel they do not have much flexibility in 

pricing. Due to competition, they are forced to set their prices lower by 10-15 percent 

than the brand leader's price. This leaves them with a very thin profit margin. The 

smaller units are adversely affected by the Government price controls as they have to 

compete with already established brands. 
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iii) Any violation of pricing norms results in regulatory action and recovery of overcharged 

amount. For instance, price of 30 ml pack of Walamycin suspension, manufactured by 

M/s Wallace Laboratories Pvt. Ltd, and marketed by Wallace pharmaceuticals was 

increased by more than 20 percent during the period from June 2004 to June 2005. 

NPPA noted that the price hike was unjustified and against public interest and notified 

the MRP including excise duty and local taxes as Rs. 25.46 per 30m1 pack, to be 

implemented by Wallace within 15 days of the notification. 

The main observation of the researcher is that, this type of regulation is desirable from the 

consumer point of view, but often stifles companies' profitability. The local 

pharmaceuticals industry in Goa is concerned, that the Govt. determines drug prices 

solely upon cost and not quality of production. No distinction in pricing is made between 

a drug produced under GMP, and one that is not. Certain companies have already stopped 

production of certain drugs with minimal margins. Respondents from the selected 

companies point out that price controls is major factor that undermines their competitive 

strength. 

Majority of the companies stated that there should be total decontrol on prices, while two 

firms stated that the Government should give preferences to purchase of products from 

small producers as well as tax concessions to the smaller firms. One of the seven firms 

wanted price controls on those molecules and therapeutic segments that cater to 

epidemics and effective price controls on Over the Counter products and their 

advertising. 
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4.5 Conclusion 

The main conclusion drawn from this chapter is that small local pharmaceutical companies 

find it extremely difficult to face competition as the therapeutic segments to which their 

products belong are flooded by substitute products of domestic and multinational companies. 

The study makes it clear that the pharmaceutical companies in Goa, especially the smaller 

ones, face inadequacies of capital, technology and marketing skills and therefore need 

supportive measures to strengthen their niche businesses with increased technological 

activity, improved quality, image and brand building as well as marked differentiation of 

their products. 

The study, therefore, establishes that small scale pharmaceutical units require government 

support to obtain Good Manufacturing Practices (GMP) certification and to upgrade their 

manufacturing facilities as they are constrained with limited resources. Hence, the study 

supports the third hypothesis that smaller companies require Governmental support and 

concessions to survive the competition. It also becomes clear that it is necessary on the part 

of the Government to evolve a right pricing policy which does not stifle the enterprise of the 

small scale phanna units. 
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PROMOTION AND DISTRIBUTION PRACTICES OF THE 

PHARMACEUTICAL COMPANIES 

5.1 Introduction to Pharmaceutical Promotion. 

The current scenario of pharmaceutical marketing environment in Goa presents a picture of 

intense competition, where local companies are not only turning out a number of me too 

products, but also engage in tactical promotional strategies to stand in the market. According 

to Smarta, (1999: 53), "If a pharmaceutical firm wants its product to stand out in the market 

place, it must first ensure that it is heard above the current noise level." That is the 

promotional challenge for every pharmaceutical company. According to him, firms which are 

imaginative and innovative in formulating and implementing promotional strategies will have 

the competitive edge to cut through the clutter and chaos in the market. 

WHO defines Pharmaceutical promotion as 'all information and persuasive activities by 

manufacturers, the effect of which is to induce the prescription, supply, purchase and/or use 

of medicinal drugs.' 

Kotler (2000) defines promotion as, "marketing communication that attempts to inform and 

remind individuals and persuade them to accept, recommend, resell or use a product, service 

or an idea." 

The American Marketing Association defines promotion as 'the personal or impersonal 

process of assisting and/or persuading a prospective customer to buy a commodity or a 
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service or to act favorably upon an idea that has commercial significance to the seller.' 

Promotion is basically meant for communication. Rao (1992) points out that it is the process 

of managing a communication system to improve the image of the company among various 

groups of the society. It communicates the knowledge about the company, its product, 

activities, prices and policies. 

There are two major elements in the promotional mix of a pharmaceutical company. They are 

personal communication and non personal communication. In pharmaceutical marketing, 

personal communication is the most important element of the promotional mix. It is defined 

as oral presentation and conversation with one or more prospective purchasers. 

Under non personal communication the following are included; 

i) Advertising: Preparation of visual aids, leave behind literature, product monographs etc 

to assist medical representatives in their detailing effort; advertising in specialized 

media like medical journals and souvenirs; preparing advertising material for seminars 

and medical symposia, preparing mailers to doctors and dealers, preparing advertising 

material for print media, and commercials for radio and television in case of over the 

counter formulations. 

ii) Sales Promotion: This includes measures to provide short term incentives to encourage 

sale of pharmaceutical products. The measures include special bonus offers, physician's 

samples and gift. 

iii) Publicity: This involves organization of medical symposia and seminars, conducting of 
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clinical trials, conducting exhibitions, designing and executing product publicity 

campaigns. 

The research aims to determine the relative importance of these various promotional tools in 

the marketing practices of the companies under study. 

5.1.1 Pharmaceutical Promotion Issues 

The success of pharmaceutical communication and promotional activities, to a large extent, 

depends upon how much they influence the habits and beliefs of prescribing and dispensing 

physicians. It is however difficult to state whether it is the technical authenticity of the 

message or the psycho-behavioral manipulation attempted in the promotional material that is 

the most crucial influencing factor in the communication strategy. 

In pharmaceutical marketing, the predominant receiver of the communicated message is the 

doctor. Retailers and pharmacists mainly depend upon and cater to the prescriptions sent by 

doctors. 

Ethics within pharmaceutical sales has become a matter of public interest over the recent 

years and the ethical conduct of the major pharmaceutical companies and the industry as a 

whole has been scrutinized for unethical behavior within its sales and marketing practice. 

Following are but a few examples of certain negative events pertaining to pharmaceutical 

sales that gained the attention of the international media, and became a matter of public 

concern. 

i) 	In 2004, the drug Vioxx produced by Merck had to be withdrawn, due to rnajor 

concerns about cardio-vascular side effects. The marketing practice of Vioxx gained 
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attention with the off-label promotion; there were a series of allegations made about 

withholding of drug information (Sales Force Effectiveness, 2006) 

ii) In 2004, a New York Attorney General, launched a lawsuit against Glaxo Smithkline 

(GSK), for withholding negative information on their drug, Paxil, an antidepressant 

used for children and adolescents. GSK agreed to a settlement, which involved the 

release of post summaries of all clinical trial results to be published on its corporate 

website for all approved products (Sales Force Effectiveness, 2006) 

iii) Allegations were made against Astrazeneca, for its use of inappropriate gifts and 

promotions. It was alleged that a promotional event for the drug of the company, was 

held at the French Riviera and invited physicians to attend and paid for their flights and 

accommodation, coupled with tickets to musical performances. (The Guardian, 2006). 

iv) A study published in 2004 by the Institute for Evidence - Based Medicine, found that 

94% of the promotional advertisement and brochures being sent to German physicians 

did not have the support of clinical evidence. (Sales Force Effectiveness, 2006) 

Along with the proliferation of pharma products, there has been a proliferation of 

promotional media as well. Since there are many choices before pharmaceutical companies, 

there is a need for greater accountability and a means to measure comparative cost 

effectiveness. 

As the quantum of medical knowledge increases and grows in complexity, the media that 

carry this knowledge also multiply. The problem of the physician today is not access to 
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knowledge, but the interpretation of it for his own use. According to Smarta (1999), the 

promotional tools must interpret and inform and not excite and manipulate. Scientifia 

medical communication processes hardcore technical facts and authentic evidence, and 

presents them in an acceptable and meaningful form to the target market. Smarta also 

cautions that if a company's promotional strategy tries to entice physicians with exaggerated 

claims and incentives in the form of expensive gifts, it could give rise to suspicion on the part 

of doctors, directed not only against the particular drug but against all the products of the 

firm concerned. Riddled with accusations of exaggerated drug claims and "abandoned 

science for salesmanship", the industry also is subject to demand for tighter regulation of 

marketing tactics. 

Besides Central & State laws and regulations, another important area of the regulatory 

environment is the consumer movement. (Rao 1991). Consumer groups like Drug Action 

Committee and Drug Action Forum, do not regulate pharmaceutical business directly, but 

they do generate Government activity in the affairs of the business. 

A significant implication of this is that there is a need for a systematic plan of action to build 

public relations to present a favorable image of the company, which is another promotional 

challenge before pharmaceutical marketers. 

5.1.2 Pharmaceutical Promotional Media and their Effectiveness 

Evaluating the effectiveness of various promotional elements is necessary for pharmaceutical 

companies to decide on an optimal - promotional mix. Literature on the subject highlights 

that the objectives of pharmaceutical promotion are to create or increase awareness, interest, 

evaluation, trial, usage and repeat usage. 
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The relative effectiveness of the various promotional tools is explained as follows; 

Advertising 

Advertising can inform, create awareness, and interest and can even lead to the stage of 

evaluation. But in pharmaceutical marketing, the effect of advertising stops at the point 

where the target audience is receptive. It requires the persuasive pressure of the personal 

selling effort to induce a trial. An advertising campaign can create a better climate, a 

favorable disposition for the sales force to move in and clinch the sale. Advertising cannot 

create or increase the sales directly, but can play a very useful supportive role, when used 

creatively and effectively. 

Publicity 

Publicity can create and increase awareness and interest. It can also create a favorable 

disposition by improving the credibility of the pharmaceutical company's communication. It 

can probably facilitate repeat usage by satisfied customers. But it can neither induce trial, nor 

increase usage. 

Sales Promotion  

Sales Promotion cannot increase awareness, interest, evaluation, trial or usage in general. 

What it can do is increase the repeat usage by dispensing doctors, if the same offers are given 

to them. It is useful, however, in achieving certain short term sales objectives like reducing 

inventories of products. At the same time, sales promotion policy will not be successful if 

there are not enough prescriptions and therefore should be backed by advertising and 

personal selling efforts. 

Personal Selling 

Personal selling is the most effective of all the elements of promotional mix in 

pharmaceutical marketing. It can increase awareness, create interest, lead the doctors to 
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evaluate, induce them to try and after successful trial, persuade them to use and reassure 

doctors to use repeatedly. 

Research in the field also indicates the importance of the various media over the stages of 

_product life cycle; however the success or failufe of a pharmaceutical product is determined 

in the early stages of its life cycle. In fact, even before the product is actually launched, the 

target market has to be prepared for the product's introduction and sales force has to be 

trained. 

The importance of the different means of communication at every stage in the product life 

cycle is illustrated in Table 5.1. 

Table 5.1Communication & product life cycle 

STAGES OF PRODUCT LIFE CYCLE 

Media Prelaunth- Introduction Growth 
__ 

Maturity 
_ 
Decline 

Salesforce 3 	. 1 2 4 5 

Journal advt 3 1 2 4 5 

Mailings 3 1 2 4 5 

Conference 1 3 3 4 5 

Source-Marketing strategy in pharmaceutical industry (Subba Rao) 

The numbers from 1-5 indicate the relative importance of the different communication 

channels, ranked from highest to lowest, at each stage of the product life cycle. 
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As can be seen, after the pre-launch stage, the sales force dominates the other media in the 

introductory and growth stages of the product. Later in the product's life, the more 

impersonal mass media become important, more so, because they are less expensive. 

__Pharmaceutical companies need to consider this while developing a promotion mix on the 

basis of the needs of the product. 

5.2 Objectives of Companies' Promotional Policies 

The small and medium pharmaceutical companies in Goa, some of which are struggling to 

survive are looking for ways to earn profit in the short term and create value for the long run. 

Adequate level of profit is crucial for these businesses to maintain a decent promotional 

budget. 

The study finds that large part of the promotional budget of the companies goes towards 

giving product samples and paying medical representatives (MRs) - both of which are fixed 

costs. Unlike in other commodities, the promotional efforts of a pharmaceutical unit are 

directed to a doctor who prescribes the drugs a patient has to use. This calls for an elaborate 

system of medical detailing which requires qualified and well trained persons. Hence the 

promotional costs in the pharmaceutical industry have to be more than in other industries.. 

The companies under review, work on monthly, bimonthly or quarterly promotional cycles 

and promotional expenditure are allocated with the objective of maximizing sales. 

Companies like Kare pharmaceuticals, Geno, Wallace and CFL bring out 'strategy guides' 

containing information on competition, approaches to detailing and sometimes, a chart on 

incentives. 
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The objectives of promotional policies, as stated by the companies, can be summed up as 

follows:- 

i) Related to physicians. 

• Generating new prescriptions from physicians. 

• Retaining prescriptions of existing physicians. 

• Widening usage of the products in terms of indication and patients. 

• Deflecting attention on prices of competitors. 

ii) Related to chemist 

• Increasing repeat purchase and retailing. 

• Gaining display at the shelves. 

iii) Related to Medical Representatives (MRs) and marketing managers 

• Increasing volume of sales to achieve and surpass the targets. 

• Increasing involvement and pride in a product to promote, through personalized 

incentives. 

The pharmaceutical companies determine their specific promotional objectives based on a 

number of factors such as current growth rate, competitor's promotion expenditure, and new 

product activity. Promotion policy of the companies also depends on the therapeutic classes 

to which their products belong. The researcher's analysis on product profile, presented in the 

earlier chapter, indicated that the firms compete in almost similar therapeutic areas, with little 

product differentiation. Therefore, optimizing the promotional expenditure through carefully 

planned strategy and creating brand identity and awareness in the minds of the target 
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customers, is crucial for the marketing success of these companies. 

The team of managers of the companies under study consider the changes in the marketing 

field in Goa, as in other parts of the country. Since in the last few years, there has been an 

increase in the number of nursing homes, diagnostic centers and hospital chains,-promotional 

focus of companies now, along with the traditional one-to-one relationship with physicians, 

also needs to be on communicating product information to a team of doctors grouped around 

a specified locality or specialty. 

5.3 Description and Analysis of the Promotional Policies of the Pharmaceutical 

Companies 

The study analyses the promotional mix and promotional budget of each company under 

study. 

1. GENO PHARMACEUTICALS LIMITED. 

The company's marketing resources comprise of a Vice President in charge of overall 

marketing, 4 Divisional Sales Managers and 491 members of the field force staff comprising 

of 80 junior and senior managers and 411 medical representatives. 

The company's strategic plan is formulated for a period of 2 years and entails the 

involvement of the key departments of the company, such as finance and production 

departments. The focus of market segmentation is on the basis of the therapeutic classes to 

which the products belong. These are the classes in which there is the presence of many 

brands of competitors and therefore the company has to use aggressive promotional strategy. 

The specific objectives of the promotional strategy of the company are defending of existing 

market share, expanding market share and catering to niche market. According to the 
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management, the focus of the company has been on innovation in promotion and 

improvement of product quality, inorder to face the competition. 

Holding a positive attitude to market prospects in future, the management of the company 

feels that although bigger pharmaceutical companies have advantage in marketing, arid that 

its relatively small size acts as an entry barrier to high value therapeutic segments, the size 

constraints can be overcome with a strategic marketing plan. 

Geno ranks marketing factors, such as sales force efficiency, innovative packaging and 

efficient service delivery as the most important factors for its success. The management 

emphasizes that, care is taken starting from procurement of materials to the distribution of its 

products, to ensure good quality health service. 

Geno's marketing focus is mainly directed to over 50,000 consultants in India and Nepal 

comprising of cardiologists, consultant physicians, nephrologists, surgeons, E.N.T. surgeons, 

orthopaedic surgeons, gynaecologists, neurophysicians, diabetologists and nutritionists. 

Besides this, Geno targets around 20,000 general practitioners in the country. 

PROMOTIONAL MIX AND PROMOTIONAL BUDGET  

Geno's main target customers are the physicians who generate prescriptions and retailers 

who give orders and maintain shelf-stock. Geno considers personal communication as very 

important in acquiring a share of mind of the doctor for its brands. Motivation of and 

effectiveness of MRs is considered a key factor in marketing success. The company has 

increased the number of medical representatives over the last few years and promoted 

qualified and efficient staff to managerial positions. 
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Geno has a policy of periodic training of its sales force, in the form of deputing the 

representatives for refresher and orientation courses, to provide them product knowledge and 

other related knowledge in medicine and pharmacology. It also conducts behavioral training 

programmes inorder to develop expertise of the sales force in influencing and retaining the 

customers. 

Table 5.2 reveals the expenditure incurred by the company in providing training to its sales 

force. 

Table.5.2- Geno's expenditure on training of field staff. 

Year Training 

Expenditure (Rs) 

Percentage Change* Training Expenditure 

as Percentage of sales 

turnover* 

2002 - 2003 1247447 - 0.3 

2003 - 2004 1680052 34.67 , 	 0.3 

2004 - 2005 1455738 -13.35 0.3 

2005 - 2006 2095653 43.95 0.3 

2006 - 2007 1607440 -23.29 0.2 

Source: Company Reports. *Calculated estimates 

From the table, it is seen that, on an average Geno spent 0.26 percent of its sales turnover on 

training its field staff force over the given period. According to company sources, attrition of 

trained medical representatives has been high over the last few years, as they join better 

positions in bigger companies. This is the reason why company adopts a cautionary approach 

on this component of the promotional budget and prefers to recruit already trained and 

experienced staff. It is pertinent to note here that a near constant training expenditure as 
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percentage of sales over the period shows the promotional challenge faced by Geno. It cannot 

afford to allocate a higher promotional budget on training when the attrition rate is high; at 

the same time it needs to ensure the efficiency and productivity of its medical 

representatives. 

-The expenditure incurred by the company on paying salaries and incentives to the field staff 

is shown in Table 5.3. Exact break-up of this expenditure, however, was available from 

company sources for a period of only 3 years i.e 2004-07. 

Table 5.3 : Expenditure incurred by Geno on salaries, allowances and incentives to field 

staff. 

Year 
Salaries 
(in 	lakh 
Rs.) 
(Senior 
Execs- 
field 
staff) 

Salaries 
(in 	lalch 
Rs. 
MRs 

Total 
(Rs) 

Allowances 
(Senior 
Executives- 
field staff) 
(in 	lakh 

ruPe:es) 

Allowance 
MRs 
(in 	lalch 
rupees 

Total Bonus Incent- 
ives 
to field 
staff 

% 
change 
in 
salaries 

% 
change 
in 

allow- 
ances 

% 
change 
In 
Incen-
Tives 

04-05 14.91 239.16 254.07 1.45 18.99 20.45 2.05 32.31 - - - 

05 -06 19.12 324.05 343.17 1.84 28.47 30.31 0.69 54.74 35 48 69 

06-07 18.95 390.86 409.81 2.53 34.63 37.15 0 190.19 19 22 147 

Source : Company Annual Reports 

Total expenditure on field staff salaries increased by 35 percent from 2004-05 to 2005-06 and 

by 19% from 2005-06 to 2006-07, allowances increased by 48 percent and 22 percent 

respectively over the same period. While company did not pay any bonus in 2006-07, 

incentives to field staff were increased substantially. Amount paid as incentives increased by 

69 percent from 2004-05 to 2005-06, to a whopping 247 percent from 2005-06 to 2006-07. 

This indicates that the company has a policy of rewarding efficient and performing sales staff 

who attain sales targets. Medical reimbursement and ex-gratia payments are other monetary 

benefits offered by Geno to its field staff. 
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Geno is found to be emphasizing on providing support to the efforts of the medical 

representatives by a mix of sales promotional strategy and advertisement. It provides free 

samples, brand recall items like pen- stands, calendars and other gifts to doctors, distributes 

pamphlets and other detailing matter and also advertises its products in medical journals. It 

also organizes trade fairs & exhibitions, with a view to build public relations. 

Table 5.4 gives estimates of Geno's expenditure on sales promotion and advertisement. 

Table 5.4: Geno's ex enditure on sales romotion and advertisements 
Year Cost of advertising & sales 

promotion (Rs.) 
Percentage of sales 

turnover * 

2002-2003 1,78,41,813 4.2 
2003-2004 19,374,448 3.7 
2004-2005 20,540,823 4.0 
2005-2006 36,539,738 5.5 
2006-2007 31,806,485 3.9 

Source: Company Annual Reports ,*calculated estimates. 

Geno is found to be spending between 3.5 to 5.5 percent of its sales turnover on advertising 

and sales promotional measures like samples and gifts, and other brand recall items. 

It can be inferred that Geno adopts a promotional mix of sales promotional activity and 

advertisements along with selling through medical representatives. This combination mix, 

without exclusively relying on medical representatives, has enabled the company to improve 

its market performance over the years. 

The trends in the performance of the company over the years is revealed in table 5.5. 
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Table 5.5: Trends in performance of the company. 

Year Sales (In 
Lakh 
Rs.) 

*Percentage 
change 

PBT (In 
lakh 
Rs.) 

*Percentage 
Change 

PAT (In 
lakhs 
Rs) 

*Percentage 
change 

2002-2003 4193.31 - 35.3 - 16.4 - 

2003-2004 5132.15 22.3 174.5 394 76.5 366 

2004-2005 5088.35 -0.8 241.6 38 181.5 137 

2005-2006 6551.00 28.7 315.4 42 213.6 17.6 

2006-2007 8012.17 22.3 411.8 30 269.9 26.3 

2007-2008 9017.57 12.5 455.1 10 335.8 24.4 

Source: Company Annual Reports. *Calculated estimates. 

It can be observed from the table that the highest increase in sales was recorded for the year 

2005-06. It can be noted that sales promotion and advertisement expenditure incurred by the 

company was also the highest for that year i.e. 5.5 per cent. It can be inferred that higher 

sales were due to increased promotional activity of the company. 

The other causes of increase in sales are attributed to introduction of new products, 

expansion in market network and exports. The company's export turnover increased 

considerably from 58 lakhs in 2005-06 to 262 lakhs in 2006-07. 

The current export performance of the company over the last two fiscal years i.e. 2006-07 

and 2007-08 is indicated in table 5.6. 
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Table 5.6: Contribution of Domestic Sales and Exports to Total Profits.(2006-07 & 
2007-08) 

Domestic turnover 2006-2007 
(in Lakh Rs) 

2007-08 
(in Lakh Rs) 

Rate of increase 

(i)Sale of goods manufactured 6826.45 7454.96 

(ii)sale of goods traded 922.90 1087.41 

(iii)sale or supply of services 0.00 0.00 

TOTAL 7749.35 8542.37 10.2% 

Export turnover 

(i) Sale of goods manufactured 262.16 475.19 

Other income 67.88 77.75 

TOTAL INCOME 8079.59 9095.33 

TOTAL EXPENDITURE 7677.11 8634.31 

Net 	Profit 	before 	tax 	and 
appropriation 

402.47 461.02 14.5 	
. 

Source: Company Annual Reports. 

Geno recorded an increase of 10.2 percent in its domestic sales turnover in 2007-08, over the 

previous financial year. It registered an impressive 81.2 percent growth in its export turnover 

in the same period. 

The future plan of action of the company is stated to be development of new formulations, 

continued efforts for cost reduction and process simplification and improvement in quality 

for better productivity. It is important to note, however, that although the company has been 

consistently earning profits, the trend in growth of profits is erratic, and a declining rate of 

growth in profits is evident, signifying the effect of external forces like competition and 

government policies such as tax & price policy on profitability. 
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Since future success of the firm depends on greater investments in R&D, it is necessary to 

maintain higher level of profitability, through a focused promotional strategy. 

2. WALLACE PHARMACEUTICALS PRIVATE LINIITED 

Heading the Marketing Department at Wallace pharmaceuticals is the Vice President who is 

the overall incharge of sales and marketing. Wallace also has a National Sales Manager, 

district managers, regional managers and 440 medical representatives. The sales and 

marketing office of Wallace is based at Mumbai. 

The target market of Wallace comprises of a about 80,000 doctors in India and about 35,000 

retail chemist outlets. The promotional strategy is currently concentrating on high growth 

therapeutic areas like chronic and lifestyle diseases. 

PROMOTIONAL MIX AND PROMOTIONAL EXPENDITURE  

Besides one-to-one personal selling, Wallace also uses the group detailing approach targeted 

at specialists in specified segments. Wallace also has been experimenting with an innovative 

strategy of approaching patients directly. This is done by sponsoring and/or organizing 

patient education camps. For instance it has sponsored public awareness programs and free 

medical camps organized by Bone and Joint Decade-India, public awareness programme for 

Orthopaedic and rheumatic patients organized by Mission Arthritis- India and Centre for 

Rheumatic Disease, Pune. Wallace also organizes free diabetics camps and provides free 

treatment samples to patients. 

The company advertises in medical journals like the Indian Journals of Paediatrics. As part of 

its public relations policy and inorder to build the image of the company, Wallace engages in 
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philanthropic activities. It supports the Prateek Menezes Memorial Foundation, a non-profit 

organization, which provides comprehensive care to children afflicted with cancer. 

The company conducts induction training programmes for new recruits in the sales field. The 

objectives - of its training programmes are specified as to encourage proficiency, 

communication skills, potential leadership and teamwork. However attrition rate of trained 

and experienced workforce has been high over the years, as many have left the company for 

better prospects with large Indian & foreign pharmaceutical companies. 

Wallace supplements the medical detailing efforts of its field sales force by a promotional 

mix of sales promotion (samples, gifts, medical camps, conventions eic.) and advertisements. 

Table 5.7: Sales promotion and Advertisements expenditure of Wallace 

Year Sales 	promotion 
expenditure Rs. 

Advertisement 
expenditure 

Total 
expenditure 

Percentage 
Change* 

Total 
Expenditure 
as % of sales 
* 

2002-2003 273,44,871 355105 27699976 - 2.6 

2003-2004 273,30246 314511 27644757 - 019 2.2 

2004-2005 235,97,289 627892 24225181 -12 2.5 

2005-2006 36,871,783 1247893 38119676 + 57 2.9 

2006-2007 59,929,018 711253 60640271 + 59 4.3 

2007-2008 76726413 352370 77078783 +27 4.9 

Source: Company Annual Reports. * calculated from given figures 

It is seen that upto 2004-05 the company sharply reduced its expenditure on sales promotion 

and advertisement. The reasons for the same according to company sources are due to 

increased allocations of promotional budget on payment of salaries and incentives to field 

force staff in order to retain them. Also when the products are successfully accepted in the 
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target markets, sales promotion and advertisement expenditure is subsequently reduced. 

There has been, however, a sharp increase in 2005-06 and 2006-2007, especially in sales 

promotional activities of the company. This was necessary to counter competitive pressures 

and negative trends in profitability. As percentage of sales, Wallace is found to be steadily 

increasing its promotional expenditure. 

The profitability of Wallace is indicated in Table 5.8. 

Table 5.8 - Trends in performance of Wallace. 

Year Sales 	(In 
lakh Rs.) 

Percentage 
change 

PBT 	(In 
lakhs Rs.) 

Percentage 
change* 

PAT 	(In 
lakhs Rs.) 

Percentage 
change)* 

2002-03 10579.24 1268.12 805.50 

2003-04 12163.78 14.9 1537.37 21.2 974.32 20.9 

2004-05 9672.23 -20.4 969.36 -36.9 585.32 -39.9 

2005-06 13018.51 34.5 1439.08 48.4 867.54 48.2 

2006-07 13820.74 6.2 406.37 -71.7 184.51 -78 

2007-08 15653.69 13.26 593.72 46.10 363.32 96.9 

Source: Company Annual Reports. * calculated. 

A sharp drop in sales over 2004-05 is explained as due to the uncertainties over 

implementation of VAT(Value-added Tax), and a drop in promotional expenditure. A careful 

observation of tables 5.7 and 5.8 indicate that the significant increase in sales during 2005-06 

is due to a sharp rise in sales promotion and advertisement expenditure by over 50 per cent. 

For 2007-08 as well, a positive relation between promotional expenditure and sales is 

evident. 
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Pressures of competition faced by Wallace can be seen to be putting pressures on profitability 

as profitability trend is not very consistent. The implication of this is that the company needs 

to cut costs and implement an optimal promotional strategy to attain higher levels of 

profitability in the future. It could consider restructuring its product portfolio and 

withdrawing from unprofitable markets. The company has shown a relatively better 

performance in sales, and profitability for the year 2007-08. 

The study reveals that Wallace Pharmaceuticals is a progressive company with ambitious 

strategies and plans. However, a recent 2008 list of sub-standard products, finds mention of 

Dioval Forte suspension, a product manufactured by Wallace at Dharwad, Karnataka, as well 

as of Clincin Gel, a product manufactured by Indi-pharma, a sister concern of Wallace. In the 

highly regulated environment, building a good image consistently, through investments in 

quality control, and upgradation of production and storage facilities is vital for any 

company's success over the long run. The company reiterates that it has made substantial 

capital investments over the recent years and that it makes conscious attempts to live up to its 

reputation as a quality health care provider 

3. Kare Labs Private Limited 

The marketing structure of the company consists of a General Manager who heads the 

marketing and sales division, a zonal manager in charge of sales promotion and 75 medical 

representatives. Kare's market plan is formulated taking a longer term market perspective of 

10 years, and within the long term plan the company adopts short term strategic approaches. 

Expanding market share and obtaining doctor loyalty for its products are the main objectives 

of its current promotional strategy. The company plans to diversify into new product 
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categories and therapeutic segments to stabilize its market share. It reveals plans to acquire 

medium sized regional formulation company with specialization in dermatology or other 

specialty segments. 

Promotional mix and Promotional Expenditure 

-The -company states that personal selling is the most important element of its promotional 

mix. Motivation and skills of MRs in combination with an effective product are considered 

key factors in marketing success. The company provides customer database and audio visual 

aids to its MRs. The compensation plan to MRs. includes incentives on sales targets and 

allowances besides regular salary. Effective communication of product efficacy to doctors 

and constant brand reminders are considered by Kare as the specific strategies that are most 

helpful in marketing pharma products. The company also revealed its plans to collaborate 

with companies in specialty areas like oncology, ophthalmology, dermatology, vaccines and 

anti-HIV. It is looking out for opportunities of tie-up with multinational and Indian 

companies to manufacture on contract as well as loan license basis and has invested in 

manufacturing facility upgradation. 

The promotional expenditure of Kare labs on advertisement, publicity and sales promotion is 

shown in Table 5.9. 

Table5.9-Promotional expenditure of Kare Labs 

Year Advertisement, 	publicity 
expenses( Rs.) 

Expenditure as % of turnover 

2002-03 998325 0.6 

2003-04 223151 0.1 

2004-05 177227 0.1 

2005-06 263108 0.1 

2006-07 232684 0.1 

Source: Company annual reports, *calculated figures. 
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It is evident from the table that Kare Labs is not having focused promotional strategy and its 

expenditure on advertisement and sales promotion has been about 0.1 percent of sales 

turnover. 

The sales and profitability of the company has registered significant drop over the years. 

Table 5.10 indicates the same. 

Table 5.10-Performance of Kare Labs 
Year Sales turnover (in 

lakhs Rs.) 
Percentage 

change 
PBT PAT 

2002-03 1695.60 9.1 46.26 42.55 

2003-04 1708.75 0.7 33.48 30.91 

2004-05 1516.20 -11.2 -184.17 -184.17 

2005-06 2483.04 63.7 -119.75 -120.58 

2006-07 1553.59 -37.4 -197.14 -127.79 

2007-08 ND - -123.10 -189.49 

Source: Company annual reports, *calculated figures. ND- not disclosed 

It is evident from the table that the increase in sales achieved for some years could not be 

sustained by the company. Increase in excise duty is stated as one of the reason for losses, by 

the company. Due to decline in promotional expenditure and increase in other forms of 

expenditure like manufacturing and administrative expenses, Kare Labs has been incurring 

losses over the last 4 years. 

Scaling up promotional expenditure and cutting down other costs seems to be the only way 

out for Kare to achieve a turnaround in pharmaceutical business performance, in the highly 

competitive environment. The company has already invested substantially in up gradation of 

manufacturing facilities. 
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4. Cosme Farma Laboratories Limited 

The overall head of sales and marketing is the Vice President. A General Manager heads the 

Marketing department. Senior Marketing Managers coordinate the marketing functions in the 

different target markets. Product management team engages in brand development activities. 

The company has employed 850 medical representatives at present. 

Expanding market share and entering into new markets abroad are the main objectives of its 

current market plan. Focus of the company's market segmentation is geographical, by 

therapeutic benefits of the products manufactured and by the specialty of doctors in the 

targeted areas. 

Promotional mix and Promotional Budget 

The company has a strong field force allocated to achieve set targets in the different regions 

of the country. The company increased the size of its field force from 275 in 1998-99 to 635 

in 2000-01 to 850 in 2006-07. The main items of expenditure on the company's promotional 

budget are incentives to field staff and sales promotional aids and gifts. 

Table 5.11. Promotional expenditure incurred by Cosme Farma Laboratories. 

Year Incentives to 
field staff 
(in lakhs Rs.) 

Gifts 
(in 	lakhs 
Rs.) 

Sales promotion 
aids&medical 
conference 
expenses 
(in lakhs Rs.) 

Total 
expenditure 

Total 
Expenditureas 
as percentage of 
sales * 

2002-03 14.16 486.52 - 500.68 6.8 

2003-04 20.25 165.25 88.44 273.94 3.2 

2004-05 53.09 00.41 182.97 236.47 2..8 

2005-06 88.45 17.82 95.32 201.59 1.8 

2006-07 137.62 36.65 61.10 271.37 2.1 

2007-08 144.99 - 139.75 284.74 2.2 

Source: Company Annual Reports, * calculated 
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In recent years, Cosme Farma has been using publicity measures to build its image and to 

obtain recognition from doctors. It is also aiming at direct communication to patients and 

obtaining feedback from them. In 2007, it launched the Patients Education Cell in Mumbai to 

— --help patients connect and discuss their questions and problems with doctors. The Diaceron 

Response Cell was also launched in the same year in Mumbai aimed to benefit ostheoarthritis 

patients. The cell provides information and insights to deal with the ailment. 

Cosme Farma organizes conferences like Osteocon and Dermicon, which are forums for 

physicians for sharing knowledge and developments in the field of medicine. The company 

aims to build goodwill and a strong presence in the market, through such strategic measures. 

Table 5.12. Performance of Cosme Farma Laboratories 

Year Sales 
turnover 
(in 	lakhs 
Rs.) 

*Percentage 
change 

PBT 	(in 
lakhs 
Rs.) 

*Percentage 
change 

PAT (in 
lakh Rs.) 

*Percentage 
change 

2002-03 7283.49 - 163.62 - 127.26 - 

2003-04 8558.85 17.5 588.64 +259 434.14 70.6 

2004-05 8388.73 -2.0 151.11 -74 90.77 -79 

2005-06 10668.67 27.2 280.40 +85 85.55 -5.7 

2006-07 12524.72 17.3 270.18 -3.6 126.96 48.4 

2007-08 12541.32 0.1 45.27 -83 54.95 -56.7 

Source: Company Annual reports. 	*calculated estimates. 

The company initiated exports in the year 2003-04, resulting in a 17.5 percent growth in sales 

over the previous year. Profitability figures showed a commendable increase for that year. 
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Due to increased costs of investments, there was a fall in profits for the subsequent year. The 

company recorded a revival in 2005-06 with new products and increase in sales. The decline 

in profit, for 2007-08 is explained by the company as due to substantial investments in 

manpower. The company states that it has appointed 300 plus new employees in sales and 

marketing departments for starting operations in never territories, which takes time to 

establish. Further due to lucrative opportunities available elsewhere, there was a high level of 

attrition among the field force which also contributed to revenue loss. 

Cosme Farma has initiated trade in bio-fertilizers product in 2007-08. The profitability in the 

phanna segment and bio-fertilizers segments for 2007-08 is indicated in table 5.13. 

Table 5.13. Segments wise performance. (2007-08) 

Pharma Bio-fertilizers Total 

1.Total segments revenue 12522.37 18.93 12541.31 

2. Operating profit/Loss 5187 -6.67 45.20 

3. Taxation 9.74 Nil 9.74 

4. Net profit/Loss 61.62 -6.67 54.95 

Source: Company Reports. 

It can be seen that the company suffered a loss in bio-fertilizers trading segment in 2007-08. 

The company's market performance indicates that it needs to pursue opportunities in the 

global market, with focus on exports, inorder to sustain its profitability trend. It may also 

need to reorient its promotional mix aimed at further improvement in domestic sales. 
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5. Toyo Laboratories Private Limited 

The Managing Director is in charge of overall marketing at Toyo labs. Sales administration is 

handled by a senior Sales Manager. Regional Sales Managers are appointed to supervise field 

activity. Toyo has a total number of 18 medical representatives. The market strategy of this 

small sized company is aimed at penetrating into and establishing niches in certain rural 

markets of the country. . Although personal selling is the most important element of the 

company's promotional mix, it could not increase the number of MRs over the last 5 years. 

PROMOTIONAL MIX AND PROMOTIONAL BUDGET.  

The sales force is regarded by Toyo labs as a very important medium for communication. 

Toyo largely banks on its sales personnel to reach and influence the target doctors. The 

management feels that a committed team of motivated individuals can effectively translate 

the company's strategies into results. Monetary incentives and promotion are the 

inducements provided to worthy sales employees. Although the time given by doctors to a 

representative is often as less as 3 minutes, Toyo feels with effective presentation style MRs 

can build rapport with doctors. Presentation by MRs is considered very important to build 

image of a company in the minds of doctors. MRs are provided product knowledge and sales 

training. Toyo also advertises its products in medical journals. 

Table 5.14. Trends in expenditure incurred by Toyo on field force staff training and 
incentives. 
Year Field 	force 

staff 	training 
expenses(A mt. 
in Rs.) 

*Percentage of 
sales turnover 

Commission of 
incentives 	to 
field force staff 

*Percentage of 
sales turnover 

2002-03 27087 0.3 - 0.3 
2003-04 22856 0.3 - 0.3 
2004-05 21970 0.3 63578 0.8 
2005-06 19663 0.2 27637 0.3 
2006-07 8879 0.1 16583 0.2 
2007-08 1056 0.009 357520 3.11 
Source: Company annual reports, *calculated fig. 
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It is evident from the table that Toyo spent a certain fixed percentage of marketing budget on 

field force staff training upto 2004-05, after which training expenses have been reduced 

sharply. The main focus of the company over the recent years has been improving sales 

effectiveness of its field force employees, by providing tem incentives on sales. Toyo holds 

the view that gaining the trust and loyalty of MRs is critical for the marketing success of the 

firm. However, as trained and well qualified field force employees leave for better prospects 

and it is difficult to hire and retain effective MRs, the Director revealed that graduates from 

any field and not necessarily science graduates are recruited for the job. 

According to its Director, the company has allocated a greater amount of its promotional 

budget on sales promotional measures like brand recall gifts and samples, seminars, 

donations etc, as well as on advertisements in medical journals. 

Table 5.15: Sales promotion and advertisement expenditure of Toyo Labs. 

Year Sales 
promotion 
(Amt. in Rs.) 

*Percentage 
sales turnover 

Advertisement 
(Amt. in Rs.) 

*Percentage of 
sales turnover 

2002-03 76501 1.0 6180 0.08 

2003-04 99442 
. 

1.3 34775 0.4 

2004-05 54006 0.7 34162 0.4 

2005-06 60421 0.5 28365 0.5 

2006-07 159260 1.5 31475 0.3 

2007-08 198735 1.7 25112 0.2 

Source: Company annual reports *calculated estimates. 

Faced with competition, Toyo feels that the amount required to spend on promotional tools 

and to empower the MRs will go on increasing. 
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It is to be noted that the company is constrained by unremunerative product prices and high 

production costs. High levels of competition and unethical promotion standards adopted by 

competitors in markets outside Goa are stated as the reasons hampering its progress. 

The earnings of the company over the year is shown in table 5.16 

Table 5.16 Trends in Performance of Toyo Laboratories 

Year Sales 
turnover 
(Amt.in lakhs) 

Percentage 
change 

PBT 
(Amt. 	in 

lakhs) 

PAT 
(Amt. 	in 

lakhs) 
2002-03 75.70 - 2.25 2.07 

2003-04 75.71 0.01 2.45 2.25 

2004-05 74.51 -1.5 -0.98 -0.98 

2005-06 101.21 35 4.47 4.79 

2006-07 106.03 4.7 3.07 2.21 

2007-08 114.87 8.3 -3.12 -1.33 

Source: Company annual reports. 

The drop in sales turnover during 2004-05 is attributed to uncertainties prevailing over the 

implementation of VAT. The company performed very well in the subsequent year with a 

greater penetration over rural target markets. The perspective of the company is that a 

reoriented strategy of focusing on markets, increase in marketing expenses and production 

capabilities will lead to better performance in the coming years. 

The company aims to better its prospects further through upgradation of manufacturing 

facilities, market research and establishing in niche market segments in rural India. 
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According to the company auditors, the total accumulated loss of Rs. 13.65 lalchs as on 

March-31, 2008, is more than 50 percent of the company's net worth. 

6. MERIT PHARMACEUTICALS PRIVATE LIMITED. 

The Managing Director is the coordinator of the company's promotional strategy and sets 

targets to be achieved in different periods, over different regions. A senior Sales Manager is 

entrusted with the task of implementation of policy and specifying the short term goals. Sales 

operations in Kerala, Hubli and Kolhapur are supervised by 3 Areas Sales Managers. Merit 

Pharmaceuticals has currently employed 30 MRs engaged in the job of medical detailing of 

doctors in Goa, Kerala, Maharashtra and Karnataka. Merit mainly targets General 

Practitioners and Paediatricians in these markets. 

Rural areas are the main markets where certain niche marketing opportunities are established 

by the company. However, even big companies look out for opportunities in rural areas and 

access distributors for the same. Hence, safeguarding the niches and depending existing 

market share are the main objectives of its current market strategy. 

Innovation in paediatric products and packaging has been the main highlight of Merit 

Pharmaceuticals. However it has limitations of resources and hence is constrained by this 

factor in implementation of ideas for product research and development. 

PROMOTIONAL MIX AND PROMOTIONAL BUDGET 

Personal selling is the most important element of the company's promotional mix. Over the 

last five years it increased the number of medical representatives from 12 to 30; however 

getting well qualified science graduates with selling skills becomes difficult for the company. 
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Even if they do join, after a period of training they join bigger companies. Merit feels 

effectiveness of MRs is crucial for smaller companies than MNCs who can even succeed 

with direct mailing to doctors because of their image. 

The compensation package provided to MRs is basic salary and incentives on sales targets. It 

provides detailing aids to MRs in the form of folders with appealing messages and 

information about its products. Since in a highly competitive scenario, only reliance on MRs 

does not result in sales, Merit uses sales promotional policy by giving gifts, reminders and 

samples to doctors as well as organizes joint conferences and meetings. 

Table 5.17: Promotional expenditure incurred by Merit Pharmaceuticals. 

Year Commission 
& 	incentives 
sales staff 

Sales meetings 
&conference 
expenses 

Advt. 	& 
sales 
promotion 

Total 
expenditure 

Percentage 
of sales * 

2002-03 3593 107501 62165 173259 2.8 

2003-04 4631 26663 68208 99502 1.4 

2004-05 4500 42166 90574 137240 1.9 

2005-06 17000 73930 92181 183111 2.0 

2006-07 11670 83264 84026 178960 2.0 

2007-08 10000 55625 68317 133942 1.9 

Source: Company Annual Reports.* calculated values. 

It can be concluded that Merit spent around 2 per cent on an average on promotional 

activities over the six year period under study. A. small company like Merit is trying to 

withstand the competitive pressures by a package of promotional measures comprising of 

incentives to filed staff, organizing conferences to build relations with doctors and promoting 

sales through gifts and reminders. 

Its performance can be gauged from table 5.18 
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Table 5.18: Trends in erformance of Merit. 
Year Sales 	turnover 

(in lakhs Rs.) 
Percentage 
change 

PBT (in lakhs 
Rs.) 

PAT (in lakhs 
Rs.) 

2002-03 62.08 7.9 -1.6 -1.6 

2003-04 71.40 15.0 	. 2.0 1.2 

2004-05 71.44 0.05 4.5 0.64 

2005-06 89.54 25.3 4.1 1.03 

2006-07 89.85 0.3 3.3 2.50 

2007-08 123.94 37.9 38.1 33.51 

Source: Company Reports. 

Merit has recorded positive sales growth over the period. Uncertain microeconomic 

conditions and tax policy affected its sales in 2004-2005, but Merit was able to maintain its 

sales volume for the year and achieved a robust growth in sales of 25 percent in 2005-2006. 

There was a marginal increase in sales in 2006-07, and a robust increase in 2007-08, which 

enabled the company to achieve healthy profits for the year. However, it can be noted from 

table 5.17 that Merit reduced overall expenditure on sales promotion and on field staff which 

could adversely affect company sales in the subsequent year. The profits achieved according 

to the company sources, however, are not sufficient to build capabilities and implement 

strong promotional policies. It is also to be noted that Merit Pharmaceuticals is not a Good 

Manufacturing Practices certified company and therefore needs consistent increase in profits 

for capital investment. Therefore, it appears that there is a need for Governmental assistance 

and support measures for such small, but progressive units as Merit Pharmaceuticals, who 

struggle to stand in the highly competitive and research-based pharmaceutical market 

environment. 
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7. GOA ANTIBIOTICS AND PHARMACEUTICALS LIMITED (GAPL) 

EDC Ltd, a financial and investment corporation of Government of Goa owns 100 per cent 

stake in GAPL. Due to financial losses, GAPL was registered as a sick company under Board 

of Industrial and Financial Reconstruction (BIFR) in 1977. EDC attempt to divert its holding 

in GAPL to a strategic investor in a phased manner, did not yield results, due to protection 

for workforce clauses in the proposal. According to this clause the strategic investor will 

have to retain the manpower of the company for a period of atleast 3 years from date of 

divestment of 100 percent EDC's stake in GAPL. The burden of excessive workforce, 

unutilized capacity and mismanagement are major reasons causing this big public sector 

undertaking to run into huge losses. The sales and financial performance of GAPL is shown 

in table 5.19. 

Table 5.19 Trends in Performance of GAPL 
Year Sales (Rs. In lakhs) Net profit/Loss(Rs. In lalchs) 

2002-03 2430.65 +11.15 

2003-04 1787.05 -245.18 

2004-05 1007.38 -238.95 

2005-06 1067.69 -190.92 

2006-07 1076.33 -189.17 

Source: Company Annual Reports 

The accumulated losses of the company at the end of the financial year,2006 amount to Rs. 

26,85,59,278 which has eroded the entire networth of the company. 

Retail outlets of the company at Bambolim, Margao and Mapusa contribute to its earnings. It 

undertakes contract manufacturing for Karnataka Antibiotics and Pharmaceuticals Ltd. It has 

been focusing on loan license activities to cover up major fixed costs. The company earlier 
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participated in the tenders of government of Maharashtra & Karanataka. Till 2004, marketing 

activities were pursued by the company, largely for non-allopathic products. But in the face 

of continues losses, the company has been concentrating on loan license activities and caters 

now to Government of Goa institutions only.The sales realization of the company does not 

cover the cost of production, indicating the need for effective cost control. For instance in 

2002-03, while sales amounted to 2430. 65 lakhs, cost of sales was estimated to be 2442.17 

lakhs. Similarly in 2003-04, cost of sales was 2020.59 lakhs, while sales was 1787.05 lakhs. 

This indicates that the sales realization of the company does not cover the cost of production. 

Table 5.20-Selling expenses of GAPL 

Year Sales promotion (Rs) 

2002-2003 242,258 

2003-2004 149706 

2004-2005 74,382 

2005-2006 14,120 

2006-2007 65,021 

Source: Company Annual Reports. 

The company continues to manufacture products to be supplied to Government of Goa 

institutions against confirmed orders only. During the year 2006-07, the total sale to Goa 

government institutions was to the tune of Rs. 134.00 lakhs. The company also continues to 

pursue loan license business. 

During the year 2006-07 GAPL undertook the Ayurvedic business through M/s Ajay Pal 

Herbal pharmaceuticals, Ajmar worth Rs. 271.00 Lakhs, pertaining to the orders of the 

government of Rajasthan, Madhya Pradesh, Chandigarh, Uttaranchal & Gujarat. As a part of 

measures to revive the sick unit, the Department of Chemicals & Petro Chemicals & Ministry 
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of Chemicals & Fertilizers, Govt. of India have extended the purchase preference policy to 

GAPL with a view to enabling the sick company to optimally utilize its installed capacity. 

The government continues to pour in financial assistance to this loss making unit. Plans for 

diverting to a strategic investor will not materialize unless the government has the political _ 

will to trim down the labour force and bring about drastic change in organization and 

management of the company in line with market needs. With strong unionization and 

political patronage enjoyed by the unions this prospect is highly unlikely. 

5.3.1 Main Findings on the Promotional Practices of Individual Companies. 

1) The main promotional expenses of the companies under study include salaries, incentives 

and bonus to field staff, training of medical representatives, sales promotional activities like 

giving free samples, bonus offers and gifts, advertisements, medical conferences and 

seminars. This expenses determine to a great extent the sales and profitability and market 

standing of the companies. 

2) It can be interpreted that amidst the intense competition there is a shift in the traditional 

marketing practices of the companies under study that belong to the private sector. The focus 

is on improving the size and skills of medical representatives and providing support to their 

marketing efforts by allotting promotional budgets on gifts, free samples, leave behind 

literature , mailers and advertisements .Many of the companies under study even organize or 

sponsor medical symposia, conferences and medical camps and undertake philanthropic 

activities to build public relations and their image in the minds of their target customers. This 

indicates that companies under study are not entirely dependent on MRs although MRs are an 

indispensable tool for all of the companies. 
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3) The pressure of competition appears to be putting pressures on the profit margins of most 

of the companies under study. The companies earning profits over the years considered are 

Geno, Wallace, Cosme Farma Laboratories, Toyo and Merit Pharmaceuticals. The sales 

growth of Kare is found to be not matching with its overhead costs and the company has 

been incurring consistent losses. GAPL, the fully owned subsidiary of EDC Ltd has been 

continually incurring financial losses. 

4) The trends in sales and profitability for the companies are found not to be consistent, but 

erratic, thus establishing the uncertainties, and vulnerabilities of the market. 

5) The companies are found to be grappling with the problem of extensive turnover of its 

field sales force, who leave for better monetary prospects. The efforts of companies to build 

long lasting rapport with customers thus suffers, besides making them cautious on spending 

on training programmes. 

6) Lower profit margins are causing some manufacturers to reduce their promotional 

expenditure in order to maintain profitability. 

7) The study finds that profitability is positively related to sales, and sales appear to respond 

positively to promotional activities for majority of the companies under study, thus 

confirming the role of marketing in the performance of the pharmaceutical companies. 

It has been noted that less effectiveness of companies in meeting targets and high rate of 

employee turnover are the main problems affecting all the companies. It is observed that high 
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costs, pressure on prices and reduced flow of new products adversely affect their profitability 

prospects. The marketing departments of these companies are required to demonstrate the 

value of their products through promotional innovation, and the companies should emphasize 

on the safety and efficacy of their products. Strategies of motivation and retention of 

qualified and trained medical representatives should be adopted on a priority basis. 

5.4 Pharmaceutical Distribution 

The market for a pharmaceutical drug is generally highly fragmented across wide geography 

irrespective of the sales potential. To capitalize on the many fragmented and extended market 

opportunities, pharmaceutical companies have to make their drugs available at maximum 

number of retail outlets spanning across their target markets. If the distribution system is not 

efficient market coverage is affected and results in missed sale opportunities. Literature on 

this subject point out that distribution network management should be aligned with 

company's target marketing efforts. Therefore pharma companies should have a wide 

distribution network covering pharmacies, health organizations and other prospective selling 

points within the targeted markets. 

5.4.1 Pharmaceutical Distribution Channels. 

The five basic members of a pharmaceutical distribution channel are 1) The manufacture 2) 

The physician 3) The wholesaler 4) 'The retailer 5) The consumer. 

The characteristics of the manufacturer which are important determinants of pharmaceutical 

distribution are the financial capability, reputation and policies of the manufacturer. 

The physician plays a pivotal role in the pharmaceutical marketing channel as without the 

prescription of a physician, no ethical drug can be dispensed by the retailer to the consumer. 
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A wholesaler is one, who purchases goods from manufacturer for his own account and 

resells them to other wholesalers, retailers, dispensing doctors, nursing homes, hospitals etc 

.The wholesalers operating in Indian Pharmaceutical Industry can broadly be classified into 

1.Super Distribution or Super stockist or distributors 

2. Stockist or Accredited Wholesale Dealers 

3.Wholesale dealers or Substockists 

4. Consignment and Forwarding Agents. (C&F agents) 

The difference between the terms super distributers, super stockist and distributors exists 

only in the terminology or nomenclature used by different companies and not in the functions 

they perform. Usually super distributors are appointed by manufacturer to look after the 

entire function of distribution of their products in relatively large geographical territories like 

a complete State or part of the State, depending on certain factors like the volume of 

business, the product mix, the size of the state and the degree of market penetration needed 

by the company etc. The super distributor sells the product of the company he is dealing 

with, to the stockist or accredited wholesale dealers or may sell the products directly to 

hospital and dispensing doctors. 

The difference between a super distributor and a stockist is that a super distributor buys the 

goods directly from the company and caters to a larger sales territory and mainly supplies to 

stockist appointed and attached to him by the company. He caters to a small sales territory. 

He is appointed or authorized by the company mainly to supply to the retailers. Stockist also 

may supply to wholesalers dealers. 
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A Consignment and Forwarding agent (C&F agent) functions like a super distributor but the 

ownership of goods does not change in case of C&F agent. A C&F agent does not purchase 

the goods from the company .He provides the warehousing facilities, and sells the company's 

products among retailers, dispensing doctors and nursing homes and hospitals. The 

conunission payable to C &F agency usually depends upon sales turnover of the company. 

This commission covers all the cost components of the C&F agent incurred for the purpose 

of distributing the company's products and for the services rendered. The major cost 

components of a C&F agent include rent for godown and office, cost of labour for packing 

(packing materials is provided by the company), freight cost and administrative cost . 

A retailer is the chemist or druggist who provides drugs to the patient on the basis of doctor's 

prescription. 

The option available to a pharmaceutical manufacturer is whether to sell to the stockist 

through the super distributors or to sell directly to stockist or to appoint a C&F agent. 

The margins specified as per DPCO 1995 are 16 percent to retailers on products in, 

controlled categories, 20 percent to retailers on products outside the controlled categories, 

8percent to wholesalers on products in controlled categories and 10 percent to wholesalers on 

products outside controlled categories. 

5.5 DISTRUBUTION POLICIES AND COSTS OF THE COMPANIES UNDER 

STUDY 

Most of the firms under study have appointed C&F agents to manage the distribution 

function .The reasons for this preference are; 
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1) Appointing a C&F agency is like having a company's own depot. The invoicing is 

done by the C&F agent on behalf of the companies. The goods are transferred from 

the company's warehouse to the C&F agent. There is no sale involved; hence the 

company does not have to pay the central sales tax even in case of inter- state 

transfers. 

2) Appointing a C&F agent means reaching the stockiest directly and saving on 

distribution costs. 

3) A C&F agency system helps the company implement a uniform distribution policy 

throughout the country which is essential, without having to start its own depots. 

The big and medium sized companies adopt a combination of own depots and C & F agents, 

which helps in balancing the distribution costs and gives the necessary control to achieve the 

required market penetration through a stockist network directly under the company. The 

other main items of cost of distribution incurred by the companies are on warehousing 

facilities for the storage of pharmaceutical products, inventory management and 

transportation. 

1.Geno Pharmaceuticals Lhnited. 

Distribution costs incurred by Geno include total expenditure incurred on transportation, 

commissions payable to C&F agents and distributors and administrative overheads. For the 

purpose of logistics and physical distribution of the products, it has opened its own sales 

depots in some states. Expenses incurred on sales depots include the rent of premises, salary 

of staff, administrative expenditure and expenses on logistics and distribution of the pharma 

products. It has regional offices at Mumbai, Kolkatta, Delhi & Chennai. However in order to 
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cut distribution costs, Geno has appointed Consignment and Forwarding agents in various 

states. 

It has C&F depots at Belgaum, Bhiwandi, Kolkatta, Cuttack, Ghaziabad, Guwahati, 

- Hyderabad, Lucknow, Madurai, Patna, Varanasi, Ahmedabad, Haldwani, Bhopal, Kochi, 

Ranchi, Raipur and Chennai. C&F agents are appointed in order to reduce the depot 

management expenses and to enable the field force to concentrate on promotion of the 

products, instead of wasting time on logistics in each state. 

Company data indicates the following as the major items of distributional expenditure 

incurred by Geno over the years. 

Table5.21-Ma or items of Distributional ex enditure of Geno harmaceuticals. 
Year Freight 	& 

Transportation 
(inlakhRupees) 

Percentage 	of 
sales turnover 

C & F agents 
(inlakhRupees) 

Percentage 	of 
sales turnover 

2002-03 198.65 4.7 178.41 4.2 

2003-04 226.42 4.4 191.37 3.7 

2004-05 230.90 4.5 181.30 3.5 

2005-06 309.01 4.7 236.37 3.6 

2006-07 310.66 3.8 361.10 4.5 

Source : Company Annual Reports, * calculated figures. 

It is seen that on an average Geno spent 4.4 percent of its sales turnover on transportation and 

the commission paid to C&F agents average around 4 percent during the period. Total 

expenditure on transportation and connnission to sales agent has been around 8 percent of 

sales turnover on an average during the period. 
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2. Wallace Pharmaceuticals Private Limited 

With regulation on pricing under the Drug Price Control Order and reduction in the profit 

margins, Wallace pharmaceutical's strategy has been to reduce distribution expenses. It does 

— riot have its own sales depots, but has appointed C&F agents to handle distribution. Wallace 

also feels that the manpower involved in depot management can be utilized to concentrate on 

business development thus increasing the sales. 

Distribution of the products of Wallace is entrusted to 23 C & F agents located at different 

centres in India, through whom it reaches 50,000 chemists in India. It has appointed a 

logistics coordinator to co-ordinate distribution of its products from its manufacturing 

locations at Goa, Dharwad and Himachal Pradesh. 

Company data indicates the major heads of distributional expenditure as given in Table 5.22. 

Table 5.22- Major items of distributional Expenditure of Wallace 

Year Transportation 
(inlakh 
Rupees) 

Percentage 	of 
sales * 

Agency expenses 
and Commission 
to C & F (in lakh 
rupees) 

Percentage 	of 
sales* 

2002-03 170.19 1.6 221.78 2.03 

2003-04 168.90 1.3 253.87 2.08 

2004-05 181.29 1.8 197.90 2.04 

2005-06 225.20 1.7 263.62 2.02 

2006-07 301.63 2.1 285.20 2.06 

2007-08 358.94 2.3 350.63 2.2 

Source: Company Annual Reports, *calculated estimates 
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Transportation and handling expenses has increased for Wallace over the period, and C&F 

expenses amount to 2.7 per cent of sales on an average over the period. Average 

distributional expenditure on both these items is 3.7 percent of sales over the period. 

--3.-Kare Laboratories Private Limited 

Kare Laboratories markets its products in India and abroad through its marketing company-

Kare Health Specialties Limited, which was established in the year 2000. 

It relies extensively on its own marketing company as it believes that distributor's actions 

have to be highly coordinated with the company's marketing strategies. From its mother 

godown, products are channelized through its sales depots to wholesalers and retailers. 

The balance sheet schedules of the company reveal the allocations to distributional 

expenditure as shown in table 5.23 

Table 5.23- Distributional expenditure of Kare Laboratories 

Year Freight 
&Forwarding 
(in rupees) 

Percentage 	of 
sales turnover 

Other 
distribution 
expenses 

Percentages of 
sales turnover 

2002-03 1,70,221 0.1 2432300 1.4 

2003-04 1,47,283 0.08 2394906 1.4 

2004-05 1,16,178 0.07 1841808 1.1 

2005-06 79,897 0.03 2104503 0.8 

2006-07 8,78,924 0.5 3382702 2.0 

Source: Company Reports. 

The distribution expenses, over the period, on an average, have been 1.3 percent of sales 

turnover. It is noted that major distributional expenses on behalf of the company are borne by 

188 



Kare Health Specialities Private Ltd., a group company which handles distribution network 

of Kare Labs, and hence are not recorded on the annual accounts of Kare Labs. 

4. Cosme Farma Laboratories Limited. 

—The distribution strategy of Cosme Farma is to channelise sales through C & F agents located 

at strategic locations all over India. The company does not have its own sales depots. . 

Total commission paid by the company to C&F agents and its freight costs are shown in 

Table 5.24 

Table5.24- Major Distributional Costs incurred by Cosme Farma Laboratories 

Year Handling 
transportation 
expenses 	(in 
lakhs Rs.) 

Percentage 	of 
sales 
turnover* 

Commission to 
C&F agents 
(in lakhs Rs.) 

Percentage 	of 
sales 
turnover* 

2002-03 31.91 0.4 52.73 0.7 

2003-04 28.61 0.3 72.64 0.8 

2004-05 115.28 1.3 83.53 1.0 

2005-06 147.48 1.3 82.82 0.7 

2006-07 154.61 1.2 97.73 0.7 

2007-08 185.61 1.4 107.40 0.8 	. 

Source: company annual reports, * calculated estimates. 

It is clear that the policy of managing sales through appointed C&F agency system is 

yielding dividends to the company in terms of economy in distributional costs. Total 

distributional costs on an average, on C&F agents and transportation, has been around 2 

percent of sales turnover. 
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5. Toyo Laboratories Private Limited. 

The intermediaries involved in taking Toyo's products to the final consumer are company 

appointed C&F agents who reach out through their distribution network, to the various 

stockist and chemists in its target markets. 

The amount spent by the company in paying commission to the C&F agents and in freight 

and forwarding are listed in Table 5.25. 

Table 5.25. Major distributional costs incurred by Toyo Labs. 

Year Freight 
forwarding 
expenses(in 
Rs.) 

% of sales* Conunission 
C&F agents 

% of sales* 

2002-03 88,772 1.1 2,18,288 2.9 

2003-04 63,697 0.8 2,35,725 3.1 

2004-05 99,230 1.3 2,52,259 3.3 

2005-06 135,295 1.3 3,68,800 3.6 

2006-07 161,496 1.5 4,16,564 3.9 

2007-08 198,453 1.7 4,49,559 3.9 

Source: company annual reports, *calculated estimates. 

The costs of distribution are high, putting pressures on profitability of the company. On an 

average, total costs incurred over the period amount to 4.9% of sales turnover. Commission 

paid to C&F agents has increased with increase in the sales turnover. 
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6. Merit Pharmaceutical Pvt. Ltd. 

Products manufactured by Merit moves from the factory to C&F agents who are appointed as 

distributors by the company. The company does not have its own sales depot. 

Expenses incurred.are shown in Table 5.26. 

Table 5.26. Major distributional expenses of Merit Pharmaceuticals 

Year Freight & 
forwarding 
(Rs) 

% of sales 
turnover 

Commission to 
C&F agents 
(Rs) 

% of sales 
Turnover 

2002-03 66001 1.0 46374 0.7 

2003-04 16660 0.2 132750 1.8 

2004-05 21762 0.3 222437 3.1 

2005-06 25990 0.3 117618 1.3 

2006-07 19636 0.2 160456 1.7 

2007-08 27403 0.4 108194 1.6 

Source: company annual reports, *calculated figures. 

It is seen that commission paid to C&F agents vary in direct proportion to its sales turnover. 

Average expenditure on distribution over the period has been about 2.3 per cent of sales 

turnover. 

7. Goa Antibiotics and Pharmaceuticals Ltd. 

The distributional expenses of GAPL are presented in Table 5.27. 

Table 5.27- Distributional expenses of GAPL 

Year Distributional expenditure 
(in lakbs Rs.) 

% of sales 

2002-03 174.07 7.1 
2003-04 95.05 5.3 
2004-05 23.65 2.3 
2005-06 8.67 0.8 
2006-07 10.05 0.9 
Source : company annual reports *calculated estimates. 
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GAPL supplies to institutional buyers like Goa Medical College and Hospital, Directorate of 

Health Services, Asilo and the Employees State Insurance Corporation. 

__GAPL has stopped selling to institutions outside Goa due to under quoting of prices by other 

dealers. It has activated its retail trading business in Goa. Distributional expenditure therefore 

has been reduced from 7.1 percent in 2002-03 to 0.9 % of sales turnover in 2006-07. 

5.5.1 Main observations on the Distributional Practices of individual companies. 

1. The main distributional expenses incurred by the companies include depot expenses/C 

& F expenses, logistics expenses, freight and transportation and administrative 

overheads. These expenses determine relative position and efficiency of the companies 

in the market place. 

2. All Pharmaceuticals companies that belong to the private sector, with the exception of 

Kare Laboratories have appointed Consignee & Forwarding agents (C & F's) to handle 

distribution of their products. Kare Laboratories undertakes distribution through Kare 

Health Specialists Limited- a group company . Only Geno pharmaceuticals has its own 

sales depots. GAPL relies on institutional sales and trading through medi centers. 

3. Commission paid by companies to C & F agents varies between 0.7 to 4.5 percent of 

sales turnover. 

4. Maintaining own sales depots is considered to be more uneconomical and costly. 

hi the uncertain pharmaceutical market environment, it is not easy for the marketers to 

predict sales of prescription drugs. This poses a tough challenge of matching distribution 
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with the market demand. In addition to managing sales and complex distribution network, 

ensuring drugs security and patient safety are other major challenges before the companies. 

The research on these companies revealed that in the past, pharmaceutical distribution was 

— mainly perforined in a limited geographical area. However, in the current scenario, inorder to 

maintain market share, wide distribution network has become indispensable to cover 

geographically expanded market opportunities and to avoid missed sales opportunities. 

The companies should consider Information Technology related solutions to network and 

manage information on distribution networks which could be a strategy to achieve the 

objectives of distribution policies. 

5.6 Comparative Analysis of the Promotional and Distributional Practices of the 

companies under study. 

The comparison between the seven companies under study is undertaken on the basis of the 

total promotional and distributional expenditure incurred by them and expressed as a 

percentage of total sales. Companies are also ranked on the basis of average sales turnover 

for the period from 2002-03 to 2006-07 and on the basis of average profitability. Profit after 

tax is taken into account to compare profitability. 

An analysis of the comparative business performance of the companies is done using ratio 

analysis. The following ratios for each company are computed and than compared for all of 

the seven companies. 

i) Gross profit ratio. 

ii) Net Profit Ratio 
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iii) 	Ratio of selling expenses. 

5.6.1 Comparative objectives and policies 

It has become evident from the study that the major items of expenditure on promotion of 

pharmaceutical- products, - for all the companies included in the study are on salaries and 

allowances for field force staff, training of medical representatives, advertisements and sales 

promotion and travelling expenses. Some companies also spend on medical conferences, free 

medical camps and seminars. All the units under study, irrespective of size, undertake a mix 

of promotional measures, although the intensity differs, without exclusively relying on 

efforts of medical representatives. Sales promotional activities of the companies include free 

samples to doctors, gifts to doctors and retail chemists, souvenirs, literature, compliments, 

posters, paperweights, pen stands, calendars etc. 

The common objectives of the sales promotion strategy of the companies were noted to be; 

i) Emphasis on brand recall. 

ii) Competitive positioning 

iii) To obtain share of mind of physicians. 

The companies base their sale promotional activities on inputs from various types of market 

research programmes such as prescription audits, stockist audits, customer size, competitor's 

activities etc. Providing training on product knowledge and selling skills for its sales 

personnel, are the most important orientation programmes, all the companies undertake. 

Field staff comprising of medical representatives, Area Managers and Regional Managers are 

also made to participate in workshops and seminars to gain knowledge on new products, new 

uses of the products and other developments. 
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The major motivational policies in force among the companies are indicated in table 5.28. 

The tick mark against each factor shows the corresponding company adopting the given 

motivational factor. 

Table 5.28 Motivational factors used by the selected companies:- 

Motivational factors GENO WALLACE KARE CFL TOY° MERIT GAPL 

Incentives on sales .7 .7 .7 .7 .7 .7 .7 

Monetary matters 
(loans, 	bonus, 	exgratia, 	,tour 
allowances) 

.7 .7 .7 .7 .7 .7 .7 

Opportunity of advancement .7 .7 .7 

Holiday trips .7 .7 .7 

Gifts .7 .7 .7 

Involvement in company review 
meetings 

/ .7 .7 .7 .7 .7 

Source: Primary data. 

Incentives on sales are on achievement of set targets. However, it was stated that MRs feel 

the increasing pressure of meeting the given targets. Geno provides bonus, tour allowances 

and ex-gratia to field force staff. Wallace, CFL, Kare and Toyo provide credit facilities and 

traveling allowances. CFL, Toyo and Merit provide gifts/ durable products to their field force 

staff. GAPL incurs expenses on travelling 8z conveyance and other allowances. 

One of the major problems faced by the companies is the high turnover rate of quality field 

force staff. The companies which spend a significant amount on training and orientation of 

the field force are more adversely affected. 

The performance appraisal practices of the companies include an evaluation of the following. 
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1. Sales target v/s achievements 

2. Involvement in decision making 

3. Information inputs on competitors 

4. Commitment to the company. 

However, all companies give primary importance to achievements on sales targets, while 

appraising the performance of the medical representatives, and other field force staff. 

A comparative picture of the amount spent by the selected companies on sales promotion and 

advertisements, excluding field force incentives is shown in table 5.29 and Graph 5.1 

Table 5.29: Relative expenditure of companies on sales promotion and advertisement 
ex ressed as ercenta e of sales 

Expenditure incurred by 

Year Geno Wallace Kare Cosme 
Farma 

Toyo Merit GAPL 

2002-03 4.2 2.6 0.6 6.7 1.0 2.4 0.09 

2003-04 3.7 2.2 0.1 3.0 1.7 2.7 0.08 

2004-05 4.0 2.5 0.1 2.2 1.1 1.2 0.07 

2005-06 5.5 2.9 0.1 1.1 1.0 1.8 0.01 

2006-07 3.9 4.3 0.1 0.8 1.8 1.6 0.06 

Source: Calculated figures from company reports. 
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The companies that allot a relatively higher amount on sales promotion are Geno, Cosme 

Farma and Wallace, while the companies spending, the least are Kare and GAPL. It is to be 

noted that these two companies i.e. Kare and GAPL, have been incurring losses. Average 

expenditure has been 4.2, 2.9 and 2.7 for Geno, Wallace and CFL respectively. The 

proportion of expenditure incurred by the companies on sales promotion is dependent on 

factors like stages of the product life cycle to which the core products belong, expenditure 

necessary to be incurred on salaries, incentives and allowances to field staff and on 

distribution, competitor's activities, company goals and objectives. It is noted that CFL has 

reduced expenditure on sales promotion and advertisement over the period, as company 

sources state that expenditure on field force staff comprised the major chunk of total 

marketing expenditure. 

Major distribution costs incurred by the companies include expenditure on transportation, 

commissions to C&F agents and agency expenses and other administrative overheads.Only 

Geno pharmaceuticals has its own sales depot and has appointed C&F agents, while Kare 

entrusts its distribution function to Kare Health Specialties Ltd., a specialized company of the 

Kare group. Wallace, CFL, Toyo and Merit have appointed C & F agents to look after 

logistics and physical distribution. These intermediaries are paid a certain percentage of sales 

as commission. The system of appointing C & F agents has helped these companies to 

considerably reduce the depot management expenses and field force can concentrate on 

promotion of the products instead of wasting time on logistics. 

In addition to the conunission paid to the agent, companies bear other additional expenses 

like transport costs, handling and communication expenses.A comparison is made among the 
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Graph 5.2 Expenditure incured on distribution 
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companies in terms of the main components of distributional expenditure, comprising of 

freight and forwarding, and commission to C & F agents and distributors as in table 5.30. 

Table 5.30-Relative expenditure of companies on major distributional heads. (expressed 
as ercenta e of sales 

Expenditure incurred by 

Year Geno Wallace Kare CFL Toyo Merit GAPL 

2002-03 8.9 3.7 1.5 1.1 4.0 1.7 7.1 
2003-04 8.1 3.4 1.5 1.1 3.9 2.0 5.3 
2004-05 8.0 3.8 1.2 2.3 4.6 3.4 2.3 
2005-06 8.3 3.7 0.8 2.0 4.9 1.6 0.8 
2006-07 8.3 4.2 2.5 1.9 5.4 1.9 0.9 
Source: Estimated values based on company reports. 

It appears from the table that Geno pharmaceuticals has scope to economize on its 

distributional overheads, while the other companies have to evolve policies to optimize their 

distributional budget. Companies should explore techniques of distribution management and 

optimization. Arriving at an optimal distribution system requires in-depth cost-benefit 

analysis by each of the companies. Ensuring that there are no stock-outs of company 

products is another challenge before the pharmaceutical companies. 
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5.6.2 Comparative Trends in Sales and Profits. 

Table 5.31- Sales (expressed in lakh rupees) 

Year Geno-Sales Wallace- 
Sales 

Kare-Sales Cosine Sales Toyo-Sales Merit-Sales GAPL-Sales 

2002-03 4193.31 10579.24 1695.60 7283.49 75.70 62.08 2430.65 

2003-04 5132.15 12163.78 1708.75 8558.85 75.71 71.40 1787.05 

2004-05 5088.35 9672.23 1516.20 8388.73 74.51 71.44 1007.38 

2005-06 6551.00 13018.51 2483.40 10668.67 101.21 89.54 1067.69 

2006-07 8012.17 13820.74 1642.83 12524.72 106.03 89.85 1076.33 

                  

                  

   

Graph 5.3: Comparative Trends in Sales 

      

   

15C00 	  

14000 	  

13000 	  

12000 , 	  

11000 	  

10000 	  

9000 	  

8003 	  

7000 	  

6000 	  

5C00 	  

4000 	 

3000 	  

2000 	  

1000 	  

              

                 

                 

                 

                 

                 

                 

  

sa
le

s  
in

  L
a

kh
s  

          

-o- Geno-Saies 
- -a- vvailace-Sales 

&r. Kare-Sales 

- Oasrre Sales 

Toyo-Sales 

- fvbrit-Sales 

+ &R.-Sales 

  

              

              

              

              

              

              

              

              

              

                

                 

                 

                 

   

- - 

_loop --2002.03----.2003.0 -2009.05-__2005cOL----200&07---- 

     

                  

                  

199 



P
A

T
 in

  L
a

kh
s  

1000 

-200 

-300 

1100 

-100 

900 

800 

600 

400 

300 

200 

TOO 

500 

100 

Geno 

- m- Wallace 

+= Kart 

Come Farm* 

--n-Toyo 

- Merit 

GAPL 

2002- 	 2003-04 	 2004-05 	 2005-06 	 2006-0? 

The comparative trends in sales reveals that Wallace, Cosme Farma and Geno have achieved 

positive growth in sales over the years, except in 2004-05, when there was negative sales 

growth for these companies due to the uncertainties over the implementation of value-added 

tax. While Kare and GAPL record negative sales growth for most of the years considered, 

Toyo and Merit have achieved marginal but consistent rise in sales over the period. 

Profits after tax are shown in Table 5.32 . 

Table 5.32 - Comparative trends in Profits after tax ( in lakh Rs.) 

Year Geno Wallace Kare Cosme 
Farma 

Toyo Merit GAPL 

2002-03 16.4 805.50 42.55 127.26 2.07 -1.6 11.15 

2003-04 76.5 974.32 30.91 434.14 2.25 1.2 -245.18 

2004-05 181.5 585.32 -184.17 90.77 -0.98 0.64 -238.95 

2005-06 213.6 867.54 -120.58 85.55 4.79 1.03 -190.92 

2006-07 269.9 184.51 -127.79 126.96 2.21 2.50 -189.17 

Graph 5.4: Comparative trends in Profits after Tax (in Lakhs Rs.) 
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Among the companies, the increase in profitability is more consistent in case of Geno 

Pharmaceuticals. Profitability trend of Wallace and Cosme Farma has been erratic with sharp 

drop over some years. It is evident that there is an urgent need to bring down the costs at 

Kare in order to bring about a turnaround in business performance. 

The small scale units like Merit and Toyo have survived the competition by engaging in 

promotional measures, but feel the heat of competition and regulatory norms. They are 

constrained by resources and opine that there is no level playing field for small scale pharma 

players. It becomes clear that there is a need for measures from the Government for such 

small players in particular, to provide support to their marketing, technological and 

infrastructural efforts. Governmental policies should not stifle but foster the growth of such 

progressive units as Merit and Toyo. 

In the case of GAPL, it is clear that there is an urgent need to prune labour and administrative 

costs and to make the company more market oriented. 

The following is the ranking of the companies in terms of average sales and profits; 

Table 5.33-Ranking of companies in terms of average sales and profitability. 

Company Rank in terms of sales Rank in terms of average profit 

Wallace 1 1 

Cosme Farma 2 2 

Geno 3 3 

Kare 4 6 

GAPL 5 7 

Toyo 6 4 

Merit 7 5 
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When classified in terms of sales turnover, companies which achieve a sales volume of more 

than Rs. 50.0 crore are categorized as large industries. Medium sized companies have a sales 

turnover between Rs. 5.0 — 50.0 crore and small- scale industries less than Rs. 5.0 crore. 

--Following this classification, Geno, Wallace and Cosme Farina are large scale industries, 

Kare and GAPL are medium scale and Toyo and Merit Pharmaceuticals are small scale 

enterprises. 

Wallace, Cosme Farma and Geno, occupying top positions among the companies in terms of 

market size and performance; and are also more market oriented in their strategies and 

policies. Kare, although, ranking high in sales, ranks low on profitability performance 

because of substantial expenditure on fixed overheads. Toyo and Merit are small companies 

in terms of size, and need supportive measures from the government, to sustain in the fiercely 

competitive market place. 

5.6.3. Comparative Gross and Net Profit Margins of the Selected Companies. 

Gross profit Ratio for the purpose of comparison in this study is obtained as follows; 

Gross Profit Ratio = sales-cost of goods sold X 100 
Sales 

Cost of goods sold is equal to ; 

Opening stock of finished goods 
Add :cost of materials consumed, including packing material 
Cost of Labour, 
Expenses incurred on conversion of raw mater 
Less: closing stock of finished goods. 
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It is to be noted that certain other manufacturing expenses such as power and fuel 

consumption and other indirect overheads relating to administration, selling and distribution, 

and finance are not included while computing the gross profit margin in this study. 

- 

The gross profit margin over a period of 3 years i.e. 2004-05 to 2006-07, is computed for 

each company. This ratio will reflect the overall operational efficiency of each company. 

Net Profit Ratio is calculated as follows;- 

Net Profit Ratio= Profit After Tax  x 100 
Sales 

A comparison of the net profit ratio among the companies reveals overall cost control, 

managerial and sales efficiency of the firms. 
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Table5.34: Com arative Gross Profit Net Profit and Sellin Ex ense Ratios 
Geno 
Pharma 

YEAR 

Cost of 
sales* 
(in lakh Rs.) 

Sales 
(in lakh Rs.) 

GPR(Percentage)* 
S_________g_______al 	t of oods sold x 100 

Sales 

NPR* 
(PBT)x 100 

Selling 
Expense 
Ratio* 
(per cent) 

Sales 

2004-05 2365.31 5088.34 53.51 4.7 19.15 
2005-06 2675.63 6550.90 59.15 4.8 21.2 
2006-07 3509.17 8011.72 56.19 5.1 18.8 
Wallace 
Pharma 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales 
(in lakh Rs.) 

GPR(Percentage) 
Sales-cost of goods sold x 100 
Sales 

2004-05 4875.29 9672.23 49.59 10.1 13.4 
2005-06 6728.12 13018.51 48.30 11.1 11.6 
2006-07 4420.49 13820.74 68.0 03.0 17.2 
Kare Labs 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales 
(in laldi Rs.) 

GPR(Percentage) 
Sales-cost of goods x 100 
Sales 

2004-05 984.16 1516.20 35.09 -12.1 0.9 
2005-06 1103.02 2483.40 55.58 -4.8 0.7 
2006-07 856.79 1642.83 47.84 -12.0 1.8 
Cosme 
Farma 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales 
(in lakh Rs.) 

GPR(Percentage) 
sales-cost of goods sold x 100 
Sales 

2004-05 3213.63 8388.73 61.69 1.8 22.9 
2005-06 3762.26 10668.67 64.73 2.6 20.7 
2006-07 4575.71 12524.72 63.46 2.2 21.9 
Toyo 
Laboratories 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales(in 
lakh Rs.) 

GPR(Percentage) 
sales-cost of goods sold x 100 
Sales 

2004-05 42.93 74.51 42.38 -1.3 14.7 
2005-06 57.75 101.21 42.94 4.4 11.8 
2006-07 55.73 106.03 47.43 2.9 14.3 
Merit 
Pharma 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales 
(in lakh Rs.) 

GPR(Percentage) 
sales-cost of goods sold x 100 
Sales 

2004-05 43.76 71.44 38.74 6.4 9.8 
2005-06 51.80 89.54 42.14 4.6 8.2 
2006-07 53.16 89.85 40.83 3.7 5.8 
GAPL 
YEAR 

Cost of 
sales 
(in lakh Rs.) 

Sales(inlakh 
Rs.) 

GPR(Percentage) 
Sales-cost of goods soldx 100 
Sales 

2004-05 616.02 1007.38 38.84 -23.71 2.4 
2005-06 709.45 1067.69 33.5 -17.88 0.8 
2006-07 702.98 1076.33 34.68 -17.57 1.0 
Source: * calculated from balance sheet data of ciimpanies. 
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The important observations from the comparative trends in Gross and Net Profit Ratios are as 
follows; 

1. There was an increase of around 6 percent in Geno's gross profit margin in 2005-06, 

while it declined by about 3 percent in 2006-07. Although the trend indicates the 

appropriateness of manufacturing policies and achievement in terms of sales, there 

appears to be a need for effective cost control measures, to achieve a more consistent 

performance. It can be implied from the net profitability figures that, although sales 

volume has increased, expenditure relating to selling, distribution, administration and 

other fixed overheads is high, resulting in pressures on profitability. 

2. Wallace recorded an impressive increase in the gross profit margin in 2006-07, 

indicating improvements in manufacturing efficiency and sales performance. However 

as can be seen from the table, this was at the cost of increasing overall expenditure as 

net profit margin drastically declined in 2006-07. The company incurred a higher 

selling expenditure during that year. 

3. The sharp increase in the gross profit margin, recorded by Kare, in 2005-06, could not 

be sustained due to drop in sales in 2006-07 and there was a decline of over 7 per cent. 

There is an urgent need to bring about manufacturing cost control and a better sales 

performance. Selling expense ratio has increased marginally during the period. 

4. Cosme Farma has a higher gross profit margin than the other companies in the select 

group. It reflects the company's relatively better performance in terms of production 

and sales efficiency. However, overall expenditure is high as can be seen from its net 

profitability estimates. A large part of the total expenditure is on selling and distribution 

as is evident from its selling expense ratio. 
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5. Toyo has consistently increased its gross profit margin over the period with a 5 percent 

increase in 2006-07. However, a higher margin is required to be attained to cover other 

operating and administrative expenses and to improve profitability in order to undertake 

capital investments. High selling expenses that are needed to be incurred to sustain in 

the fiercely competitive market are seen to be putting pressures on overall profitability 

6. Merit Pharma incurs high manufacturing and labour costs as can be interpreted from its 

gross profit margin. This could be due to high prices of raw materials and/ or labour 

costs. Net  profit margin has sharply decreased during the period. Selling expense ratio 

has declined over the period. 

7. GAPL has a lower gross profit margin among the group, indicating the inadequacy of 

this rate in meeting other operational and administrative costs. Manufacturing and 

labour costs are substantial, whereas selling costs are low. Net  Profit Margin is 

negative, and the company is continuously incurring losses. 

All of the companies under study face pressures on their profitability margins. The bigger of 

the companies, who have invested more in manufacturing capabilities, appear to have better 

manufacturing efficiencies as is evident from their gross profit margins. Geno, Wallace and 

Cosme Farma attained an average gross profit margin of more than 50 per cent over the 3- 

year period. It also appears that these companies spend more on marketing as they record a 

higher selling expense ratio. This enables them to attain higher sales volume, but net 

profitability tends to be low. 
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The smaller companies in the group exhibit a mixed performance. Merit and Toyo record 

lower profit margins. Kare and GAPL have been consistently incurring losses. GAPL 

requires urgent administrative, managerial, and labour reforms 

5.7 Conclusion 

The study makes it clear that all the pharmaceutical companies adopt a mix of promotional 

measures, without exclusively relying on medical representatives. Therefore, the fourth 

hypothesis that personnel selling strategies are used by the pharmaceutical companies in 

combination with other sales promotion strategies is proved by the study. However, given the 

nature of pharmaceutical selling, medical representatives are indispensable to the marketing 

plans of companies. Therefore, devising motivational plans to retain quality field force staff 

is of utmost importance and is the main challenge before the companies. 

Another pertinent implication from the analysis is that the pharmaceutical industry is cost-

intensive and companies are required to spend substantially on technology up gradation and 

quality control. They are also required to comply with the Good Manufacturing Practices 

norms and to project themselves as quality conscious and ethical organizations. They have to 

incur increasing expenditures on sales promotion, in providing salaries and incentives to 

sales staff and in managing distribution channels. In the present competitive era, they are also 

required to invest in R&D. The study therefore concludes that marketing success and 

business performance of the pharmaceutical companies depends to a large extent on their 

size, where size is measured in terms of total fixed capital and sales volume. The fifth 

hypothesis of the study is thus proved. However, all the companies irrespective of size need 

to improve their production and marketing efficiencies to better their performance. 
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The Government policies, while effectively regulating the industry, should not impede the 

growth prospects of this industry. The study makes it clear that, given the low profitability 

margins, especially of the small industry, the Government should evolve a price and 

competition policy aimed at the survival and growth of the indigenous pharmaceutical 

manufacturers. 

The analysis concludes that the infrastructural and technological base of the small industries 

in the group do not provide them a level playing field vis-a —vis large companies and hence 

the researcher would recommend tax concessions, tecluiological and infrastructural support 

as well as preference in Government purchase programmes to enable the small players to 

survive the competition. 
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MARKETING PROBLEMS OF THE PHARMACEUTICAL COMPANIES 

6.1 INTRODUCTION: 

The decade between 1994-2004 witnessed an industrial boom in pharmaceuticals in Goa. The 

pharmaceutical industry blossomed in Goa during this period when the state was offered tax 

benefits as an 'industrially backward state'. Many small local enterprises along with big 

Indian and multinational companies set up their units in the state. The withdrawal of the tax 

concessions in 2004 led to adverse impact especially on the prospects of small scale 

pharmaceutical companies. Even bigger companies registered in Goa like Wallace 

Pharmaceuticals, which had planned to expand, decided to set up units in other states instead. 

Some like Dr. Reddy's Laboratories moved out of the state. Industry sources state that total 

pharmaceutical production in Goa has declined as a result. 

The state's excise collection from drugs and medicine manufacturing has been on the decline, 

with total collection declining by over 22 per cent from Rs. 220 crore in 2005 to Rs. 170 

crore in 2006. This fall is attributed to industries migrating to new tax havens. 

According to Caesar Menezes, the Managing Director of Wallace Pharmaceuticals, there has 

been a shift in the type of medicines being produced in Goa. Companies are using existing 

Goa units to produce export-based products, which can be quickly exported from Mumbai 

and products for domestic consumption have been shifted to places with tax concessions. 

Due to the withdrawal of tax concessions, a lot of companies have either moved base or 

halted their expansion plans in Goa. Industrialists point that the ratio of domestic 
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consumption to export has also changed drastically, from 50:50 in 2005 to 20:80 in 

2006.This shift has led to closure of smaller units working on contract manufacturing basis. 

Only 15 of the 60 units, which had contract manufacturing deals, are still operational. 

Ironically, even though the state airport and harbour are only an hours drive from most 

industrial estates, these places are not notified as export zones, thereby barring import/export 

of pharmaceutical products. Companies continue to export products from Mumbai. 

Industrialists feel that the state must pursue this matter with the centre to notify Mormugao 

Port Trust as an export zone, which will enable them to import and export from Goa, thereby 

saving on time and cost. 

The objective of this chapter is to highlight the major problems faced by the existing 

pharmaceutical companies registered in Goa due to the changes in the external legal, 

regulatory and economic environment and due to their own limitations which inhibits their 

marketing efficiency. 

The chapter discusses the existing national market environment in which the small and 

medium pharmaceutical companies in Goa operate. It conducts a SWOT (Strengths, 

Weaknesses, Opportunities, and Threats) analysis of the registered pharmaceutical 

companies in Goa. Against this background, it examines the various problems faced by the 

companies in marketing of their products. The chapter also lists the critical success factors 

for the healthy growth of the industry in Goa. 
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6.2 The Market Environment for the Pharmaceutical Companies Registered in Goa. 

The pharmaceutical units in the state depend on the national market for its operating success 

and growth. Small manufacturing units market their products within the State or nearby states 

only. Their growth prospects remain restricted to the smallness of the market in which they 

operate. As selling-costs constitute a sizeable chunIc of the operating expenses, it is necessary 

that sales volume increases in proportion to the amount spent on promotion. This is feasible 

only when large geographical area is covered with which a unit can expect to get a larger 

share of the market and build up its turnover on a wider base. 

Market dynamics have changed in the last few years in India, making the market 

environment more unstable and complex. Increasing generic penetration, intense 

competition, fragmentation of the industry has negatively impacted overall value growth of 

the domestic market. In this scenario, to grow in the domestic market, companies are looking 

at introducing value added new products, innovation, product life cycle management and 

increasing their market reach. As the growth opportunities in the domestic market are on a 

decline, the bigger of the companies are focusing on exports for higher growth and improved 

margins. However, they face fierce competition from foreign manufacturers with long 

records of technological growth. 

Marketing the pharmaceutical products in countries like UK and USA is not easy even for 

large Indian companies. It requires a lot of investments and expertise to market the products 

in these countries. Indian companies are found to be entering into strategic tie- ups with 

companies in these countries to market their products. Indian companies are required to have 

WHO certification for their R&D facilities inorder to enter developed countries' markets. It 

appears that products manufactured in state of the art manufacturing facilities in India and the 
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marketing expertise of the domestic companies will be the key factors in the success of these 

companies. It has been observed from the previous chapters that the market share of even the 

large — sized pharmaceutical companies in the study is small and that they face considerable 

pressures and uncertainties in sales volume and profitability margins. It can be inferred that 

only firms with huge financial and infrastructural resources will be able to take advantage of 

the opportunities thrown open by the new patents regime. At the same time, localized and 

niche market opportunities will continue to exist which can be exploited by market-focused 

companies. Exporting into developing country markets is another opportunity for the 

companies. Entering into marketing and technological collaborations and joint ventures can 

also give large national companies the competitive edge. 

As regards small and medium firms, they dominate the Indian pharmaceutical industry with 

significant contribution to the national drug production and employment. They play an 

important role in enhancing domestic technological capabilities in drugs production and have 

been instrumental in keeping drugs prices affordable for the Indian populace in remote rural 

areas. This rise of small firms in this sector has been facilitated by a set of strategic 

government polices implemented in the past decades like adoption of a process patent 

regime, relaxation granted from price control and industrial licensing requirement, 

reservation of items for exclusive production and preference in government procurement, etc. 

Since the 1990s, however, the regulatory regime for small firms underwent dramatic changes 

with withdrawal of most of the favorable policies and implementation of regulations like a 

long-term product patent regime, withdrawal of exemption from price controls, 

implementation of good manufacturing practices, etc. These new policies have a number of 

implications for the survival and growth of small pharmaceutical companies 
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The liberalization of policy regime with respect to the pharmaceutical sector in the 1990s 

poses many challenges for the small enterprises. With the progressive reduction of list of 

drugs under the Drug Price Control Order (DPCO), the relaxation granted to the small scale 

sector's-products has been effectively reduced overtime. Finally the small scale units are no 

more granted exemption even from the diluted DPCO under the new policy regime, reversing 

the provision granted to the sector since DPCO 1987. The permission of 100 per cent foreign 

direct investment (FDI) and removal of the restriction on large-size firms required that small 

firms have to enlarge their market focus and competitive strategies. The adoption of product 

patent regime and emphasis on quality and good manufacturing practices are likely to 

demand higher technological efforts from small firms (Das and Nair 2004). As small firms 

are often constrained by their size, limitation in sales, investment, or employment, and small 

financial resources, meeting these new challenges may not be as smooth as in the case of 

large enterprises. 

The estimated figures on the size of small pharmaceutical units for 2000-01 confirmed that 

they comprise the bulk of the pharmaceutical sector in India. Out of a total of 2872 organized 

units operating in the pharmaceutical industry, 2623 units were small units as compared to 

just 249 large units (Table 6.1). 

The small scale units are playing an important role in the domestic sector, contributing to 65 

per cent of employment and 42 per cent of total pharmaceutical production. This suggest that 

small firms have grown significantly over the past decades since 1970s and as emphasized 

earlier, the main factor responsible for their growth is a host of strategic policies employed 
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by the government. Small firms have not only made the industrial structure more 

competitive, but also contributed substantially to the drugs production and job creation. 

Table 6.1 Size of Small Scale Pharma Sector, 2000-01 
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Indian pharmaceutical enterprises, in general, tend to be regionally concentrated in a few 

states as can be seen in table 6.2. 
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Out of every 100 pharmaceutical units, 40 units are located in just two states i.e. Maharashtra 

and Gujarat, Andhra Pradesh and Uttar Pradesh respectively had about 12 and 7 units. These 

top four. states together accounted for about 60 per cent of total pharmaceutical units in India. 

Sworn 
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They are also major hosts for small units, hosting about 60 per cent of total number of small 

pharmaceutical units. 

In terms of total pharmaceutical production, similar feature of geographical concentration in 

Indian pharmaceutical sector can be noticed. Maharashtra and Gujarat, together account for 

about 43 per cent of total production. Top four states like Maharashtra, Gujarat, Andhra 

Pradesh and Uttar Pradesh contribute about 55 per cent of total production. 

In the context of new policy regime, technology and productivity are most important 

determinants of survival and competitiveness of pharmaceutical companies. Large as well 

small firms are required to urgently upgrade their internal sources of technology like 

expanding inhouse R&D activities, employing more skilled labour, investing in modern 

machinery and information and communication technologies, providing training to their 

technical manpower, etc. 

A study on R&D intensity of 223 Indian pharmaceutical firms for 1999-2000, has found that 

139 firms had zero value of R&D intensity and another 47 firms had R&D intensity of less 

than 1 per cent of sales (Pradhan 2007). Together these firms account for 83 per cent of total 

firms under study, thus suggesting that a large number of Indian pharmaceutical firms do not 

engage in any R&D activity and the majority of those engaged spent a very small proportion 

of their turnover. 

Small and medium pharmaceutical companies in Goa definitely require strong technology 

support because unlike large firms, they do not have huge resources to expand their internal 

sources of knowledge. Government can play a major role in providing external sources of 
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technology to small firms and linking their innovative activities with resources of R&D 

institutions and universities. 

Hence, the implication is that strengthening of internal R&D efforts with provision of 

external sources of technology is the most crucial strategy for pharmaceutical firms to remain 

competitive. In the product patent era, R&D initiatives, cost control, and marketing 

efficiencies assume more importance along with partnerships and alliances in the area of 

research, marketing, licensing and production. 

6.3 A SWOT Analysis of the Pharmaceutical Companies Registered in Goa. 

Table 6.3 presents a picture of the size of the pharmaceutical industry in the state of Goa. 

Table 6.3 Composition of the Pharmaceutical Industry in Goa (2005) 

No. of Units 50 

Large& medium scale industries 
(Classified by sales turnover - 
medium, between Rs. 5.0 — 50.0 Cr. 
& 
large > Rs. 50.0 Cr.) 

74 % 

Small scale industries (%) 
(turnover < 5.0 Cr. Rs.) 

26% 

Investment in Plant & M/c Rs. (Cr.) 350 

Turnover Rs. (Cr.) 2000 

Annual growth 18-20 % 

Ave. Turnover/unit Rs. (Cr.) 40 

Exports Rs. (Cr.) 200 

Exports on turnover 10 % 

Employment (Tech.) 3500 

Employment (Non — Tech) 4500 
Source: Cluster development programme, Ministry of SSI, Govt. of India. 
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As per the cluster development programme of the Goverrunent , 74 per cent of the units in 

Goa are large and medium having sales turnover of more than 5 crore. The remaining 26 per 

cent are small in terms of sales turnover. The annual growth in the pharmaceutical business 

in the state is between 18-20 per cent. - 

According to industry sources, the major issues before the pharmaceutical industry in Goa 

are:- 

i) Strict compliance to Schedule 'AC of the Drugs & Cosmetics Act (A statutory 

requirement for pharma units) 

ii) Adherence to international standards of quality. 

iii) Huge investments for establishing in-house R&D and testing facilities. 

iv) Spurious drugs flooding the market. 

v) Lack of waste disposal facilities. 

The following is a SWOT (Strength, Weaknesses, Opportunities and Threats) perspective of 

the Indian pharmaceutical companies in general. 

STRENGHTS OF THE INDIAN PHARMACEUTICALCOMPANIES 

1. Considering more than one billion population, it is largely an untapped market. 

Penetration of modern medicine is less than 30 per cent, implying that there is a huge 

scope for demand in India. 

2. Fast changing lifestyles opens a huge market for lifestyle drugs, which has a very low 

contribution in the Indian markets. 

3. One of lowest cost producers of drugs in the world. Cost of production is around 40 to 

50 per cent of world average. 
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4. 	Excellent chemistry and process reengineering skills helping in developing cost 

effective processes. 

WEAICNESSES  

1. Maned by the price regulation. The NPPA (National Pharma Pricing Authority) sets 

prices of different drugs leading to lower profitability. 

2. Very low entry barriers make it highly fragmented market. There are about 300 large 

manufacturing units and about 18,000 small units. 

3. Price competition reduces the growth in value term. 

OPPORTUNITIES  

1. New patent product regime will bring with it new innovative drugs forcing domestic 

pharma companies to focus more on R&D. 

2. Large numbers of drugs going off-patent in Europe and US during 2005 to 2009 offer a 

big opportunity. 

3. Expansion of healthcare industry due to opening up of health insurance sector and the 

expected growth in per capita income. 

4. Being the lowest cost producer combined with FDA approved plants, Indian companies 

can become a global outsourcing hub for pharmaceutical products. 

THREATS  
1. Apprehensions over the current structure of new patent regime. 

2. Threats from other low cost countries like China and Israel exist. 

3. Threat to survival of smaller units. 

The SWOT analysis of the pharmaceutical companies in Goa, in particular, reveals the 

following; 
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Strengths 

• Conducive business environment; Goa's successive Industrial Policy documents 

gives top priority to pharmaceuticals, drugs and bio- tech industries. 

• Developed infrastructure - Transport, power, water availability. 

• Existence of auxiliary industries, such as the packaging units. 

Weaknesses 

• High costs of raw materials. 

• With large firms/Group of Companies/MNCs being in majority, do not require much 

of assistance, small industries (which are less in number) are left to fend for 

themselves. No collective approach/ bargaining to redress problems. 

• Absence of common testing facility labs, R8zD labs within the state 

• Weak capital base forbidding small units to invest further fearing poor viability 

• Lack of exposure to enter export market. 

Opportunities 

• Expanding demand, both domestic and overseas 

• Scope for expansion and additional units for generic drugs 

• Proximity with Mumbai for raw materials, export and testing facilities 

• Opportunities of Globalization such as contract research, contract manufacturing for 

large MNC's. 

• Peaceful Social Climate with communal harmony. 
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Threats 

• Schedule `M' involves additional cost, threatens viability & commercial feasibility 

• Cut- throat competition, both domestic and external. 

• Ceiling on product prices: 

• Documentation & procedural hurdles in export marketing. 

Flow of unchecked spurious drugs 

6.3.1 Main Observations: 

The pharmaceutical industry in Goa comprises of units characterized by two extreme/contrast 

interests. Large companies have adequate resources, whereas tiny units are struggling for 

survival especially in view of mandatory requirements of GMP. 

Exemption/ deferment of compliance from certain statutory requirements, especially in 

adopting Schedule `M' is the assistance demanded by the small pharmaceutical companies. 

The big pharmaceutical companies in Goa are found to be pursuing global strategies to 

exploit the tremendous opportunities in the generics market abroad and to mitigate the 

domestic market risk due to demand elasticity, pricing regulation and competition policies. 

Smaller companies pursue survival strategies by undertaking contract manufacturing or 

contract research for the bigger firms. 

6.4 Marketing Problems of the Pharmaceutical Companies Registered in Goa. 

The pharmaceutical industry requires huge capital investments and expensive product 

promotions. Indigenous industries find it difficult to create market share for themselves. 

Besides having to cope with slower revenue growth, pharma companies are facing host of 

internal and external challenges. 
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In view of the above, it will be useful to analyze Governmental policies and regulations and 

their impact on the pharmaceutical companies in Goa, as well as the resource constraints 

faced by the units. 

6.4.1 Impact of Government's Policy. 

With the objective of providing impetus to the industrialization process in the backward 

regions, the government has been adopting area-based tax holiday scheme. As a part of this 

strategy, specified areas in selected states like Goa, Himachal Pradesh, Uttaranchal, Sikkim, 

Jairmau & Kashmir and Gujarat declared a number of tax incentives like ten-year excise 

holiday and full income-tax waiver for the specific years. In August 2006, the excise free 

zone status for new units coming into production or taking up substantial expansion in 

specified areas of Himachal Pradesh, Uttaranchal, and Sikkim has been extended up to 

March 30, 2010. Withdrawal of such concessions in Goa has had a negative impact on the 

progress of the pharmaceutical industry in the state. 

According to some industry experts, this policy has discriminated against small 

pharmaceutical units situated in other non-tax free areas in the country and are either forced 

to migrate or close down. Since regional location of small scale sector is important for 

meeting requirement of health security at local level, forced concentration of these units in a 

few tax-free zones is considered undesirable. 

Since January 2005, the government has introduced the MRP-based excise duty for the 

pharmaceutical units in the country. As per this policy, government had levied a 40 per cent 

excise duty on maximum retail price (MRP) of drugs and not on the manufacturing expenses 

(i.e. on ex-factory price) which was the practice earlier. Under the new excise scheme, most 
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small scale units are likely to cross the excise exemption limit of Rs 1 crore, thus effectively 

defeating the basic purpose of small scale exemption limit (Express Pharma Pulse 2005). 

Under the earlier ex-factory price based excise duty structure majority of small units had a 

turnover of about Rs. 50 lakhs. Now based on MRP that includes marketing and distribution 

--expenses their turnover is likely to reach Rs. 1 crore. As small units are operating at low 

profit margins and are incurring additional expenses to upgrade their manufacturing facilities 

to be GMP compliant, this MRP-based excise regime is going to affect them negatively. In 

this context, the industry demands that the government should increase the SSI exemption 

limit for excise from existing Rs. 1 crore of turnover to Rs. 2 crore. 

Some of the top echelons of the industry in Goa are also of the view that many of the 

companies are heading for sickness; the reason being that they are not in a position to make 

sufficient returns to keep themselves healthy. Profitability has been dropping because of the 

rigid price controls. Further the complaint is that there is hardly any industry left under price 

control barring the pharmaceutical industry. 

Industry analysts also observe that when product prices are unremunerative, and when 

companies are not able to cover expenses, it results in the proliferation of sub-standard 

products. It was also pointed out that in some states, regulatory body i.e. Food and Drug 

Authority (FDA) ensures strict compliance to quality based on drug laws, while in others 

there is virtually no control over the manufacturing activities of the companies. This results 

in very low costs for those companies, and they in turn get maximum Government tender 

business which is based on price. 
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Many respondents were also of the view that there are increasingly more regulations on the 

pharmaceutical industry to drive out the small scale pharmaceutical industry, at the behest of 

multinational companies. 

6.4.2 Infrastructural Constraints. 

Most pharmaceutical companies are concentrated in the industrial estate at Verna. There has 

been increasing pressure in terms of demand for additional land, both by the existing and new 

units. Unavailability of land affects the expansion prospects of existing companies. 

Erratic power supply and inadequate water at times results in losses in production. Absence 

of a common testing and R&D laboratory are stated to be the other infrastructural limitations 

of the state. 

Industrialists are also concerned about the supply of adequate and quality manpower. The 

pharmaceutical industry which is a knowledge based industry requires pharmacists and 

scientists. With Goa College of Pharmacy having limited seats, it is pointed out that there is 

an acute shortage of chemists that can be employed in the sector. 

6. 4.3 Individual Company Level Analysis of Marketing Problems. 

A. Geno Pharmaceuticals Limited. 

Geno feels that price controls over the industry are too rigid. Excessive government 

regulations have strong effect on profitability of the company, especially since the price of 

basic raw materials and the cost of packing have shot up over the past five years. The small 

size in comparison to the large Indian and Multinational companies acts as an entry barrier to 

high value therapeutic segments. The company feels that it has a price disadvantage over 
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larger competitors due to lower economies of scale. It does not have required exposure to 

intellectual property rights issues. 

The problems faced by the company in exporting are as follows; 

1. Lack of information of export market. 

2. Price competition. _ 	_ 

3. World Trade Organization regulations 

4. Customs duties and formalities 

The company ranks the main competitive pressures facing it in the following order; 

1. Competitor rivalry. 

2. Bargaining by retailers. 

3. Threat of substitutes 

4. High distribution costs 

5. Threat of new entrants. 

Geno faces the following marketing problems due to the changed economic environment, 

characterized by globalization and intensive competition; 

1. Competition from Multinational Companies and other large Indian companies. 

2. Government policies and procedures. 

3. Inadequate technology and resources for R&D 

The company seeks export incentives specifically from the State Government as there are 

only central schemes for exports in general and not those which provides specific impetus to 

the pharma sector. It also seeks reduction in price controls, and procedural formalities, 

inorder to improve its market performance and future growth prospects. 
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B.Wallace Pharnlaceuticals Private Limited. 

According to Wallace, Pharmaceutical manufacturers have suffered from high transaction 

costs, including obstacles and difficulties associated with administrative processes, 

dishonesty of public agents, delays in obtaining finance, and transportation bottlenecks. It 

also faces marketing problems due to excessive staff turnover. 

Company sources state that Government control over pricing is adversely affecting its 

performance in terms of profitability and R & D. The company feels that Government 

should reduce its span of control and let the market forces take care of price mechanism. 

Wallace listed the following as the main problems faced while exporting its products; 

1.Lack of information of export markets 

2. Price competition. 

The existence of a spurious drug market, and duplication of products is another area of 

concern of Wallace Pharmaceuticals. Copying of the company's products by unethical 

marketers affects the market prospects of Wallace. To overcome this threat the company is in 

the process of using holograms in its packaging so that copying or duplicating the product 

will become difficult. 

The company seeks the following measures of assistance from the Government for its 

marketing success: 

1. Stable policies on prices. 

2. New drug policy to be implemented at the earliest. 

3. Enhancement of limit to be categorized as Small Scale Industry. 
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4. Incentives for implementing Schedule 1■4'. 

C. Kare Pharmaceuticals Private Limited. 

The company states that its main problems in marketing are inadequate technology and 

resources to compete with large pharmaceutical companies. It was also expressed that bigger 

companies have an advantage in marketing of their products. 

It was pointed out that there are too many taxes on the sale of medicines. These include 

customs duty(39.20 percent), excise duty (4 per cent), sales tax(state 6-12 per cent, central- 4 

per cent), turnover tax(1-3 per cent), octroi/entry tax(upto 2.5 per cent.). This erodes the 

competitive advantage of firms with fewer resources. 

Price competition is considered at Kare as the main problem adversely affecting its exports. 

The company's chosen market segments are clogged with intense competition and the main 

competitive pressures facing the company, listed in order of severity are ;- 

1. Threat of substitutes. 

2. Bargaining of buyers. 

3. Bargaining of distributors. 

4. Competitor rivalry. 

5. Threat of new entrants. 

The company seeks total decontrol on prices to improve its performance and to achieve a 

turnaround in business. It has been continuously incurring losses over the recent years. The 

main demand is to do away with the maximum retail price-based excise collection, which 

resulted in 6,000 formulation units losing more than half of their business to larger 

companies, which set up manufacturing units in excise-free zones. The company also seeks 
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total eradication of the spurious drugs industry which affects the prospects of genuine 

players. Another main demand of the company is that the Government should provide long 

term loans with low rate of interest to enable pharma companies to set up R&D labs, and low 

rates of import duties on equipment imported for R&D. 

D.Cosme Farma Laboratories Limited. 

Relating to Government's pricing policy, the management at CFL is of the view that price 

control and product regulation should be there only for those molecules and therapy that are 

used to control epidemics. It was also expressed that there should be effective control on 

OTC medicines (Over- The —Counter) and their advertising. 

It faces threats due to spurious, sub-standard substitutes that find their way in the market.The 

main problems in marketing that are faced by the company are: 

1. Less capital for R&D and hence difficulties in accessing developed countries markets. 

2. High freight and raw materials cost. 

3. Distributional and logistics problems. 

4. Competition from large companies. 

CFL would like the Government to implement an uniform excise duty and policy as well as 

reduction in excise duty. Assistance for infrastructural development such as better roads, 

power and water supply would increase efficiencies and help in better market performance of 

the company. 

E.Toyo Laboratories Private Limited. 

Excessive competition in local markets, unethical practices adopted by competitors, and 

doctor-chemist-manufacturer nexus in rural markets are stated by Toyo as the main pressures 
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faced while marketing of its products. The company feels it does not have competitive 

strength in accessing foreign markets and in technology. It does not use IT related systems 

and processes in promotion and distribution. 

Lack of knowledge of export markets and inadequate capital for investment are listed by 

Toyo as the main marketing constraints faced. It is felt that bigger companies have strong 

marketing and distribution capabilities which provide them with a competitive edge. 

The company faces the following obstacles in marketing: 

1. Price competition. 

2. Threat of substitutes. 

3. Inefficient delivery services. 

4. Unethical practices adopted by competitors. 

Toyo states that prices of products are controlled by brand leader, and that small firms like it 

have to keep prices almost 10 to 15 per cent lower than the brand leader. This squeezes 

profitability of the firm. National Pharmaceutical Pricing Authority's price fixation policy, 

according to the firm, does not allow small units to compete with brands already established 

in the market. 

The company had to retrench from unprofitable markets and reduce the number of products 

offered in the market, in the face of increasing competition in the recent years. 

F.Merit Pharmaceuticals Private Limited. 

Merit considers price regulations on the small pharmaceutical industry as too unrealistic, as it 
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does not take into account marketing costs and margin of the small manufacturers. 

The main problems in marketing as expressed by the company are; 

1. Financial constraints and inability to access timely finance. 

2. Inability to access foreign markets. 

3. Difficulty in getting qualified and trained marketing personnel. 

4. Unethical marketing practices adopted by big companies even in rural markets, which 
are the targets of the small firms. 

5. High costs of raw materials. 

The company seeks protectionist measures from the Government, in the form of tax 

concessions, reduction of excise duties, price preference policy in Government purchase 

programme etc. to enable small companies to survive the competition. 

G. Goa Anti- biotics and Pharmaceuticals Limited(GAPL). 

It was disclosed that the company was not getting enough government attention as required 

and neither was it receiving any medicine orders in bulk. Company sources also stated that 

though the medicines manufactured by GAPL were reasonably less than other manufacturers 

it was necessary that the government makes it compulsory for the GMC, health centres, ESI 

hospitals to purchase medicines from the GAPL, as this would help it to cover costs. 

Sources also revealed that GAPL's products did not command the required trust of private 

doctors, and that the company is purely dependent on orders from Government. If particular 

orders are below a certain minimum required batch size, it is uneconomical to produce, thus 
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resulting in losses. GAPL has stopped promotion through medical representatives inorder to 

cut costs. 

Among the two main decisions taken by the current directors is that the excess staff that was 

not required should be removed so that the expenditure could be curtailed, besides this a 

recommendation has been made to the Economic Development Corporation with regards to 

voluntary retirement of some of the employees. 

The Company was registered with BIFR as a sick company in 1997. Frequent management 

changes, administrative hurdles, bureaucratic interference and lack of a market oriented 

vision are stated as major hurdles affecting company performance. 

6.4.4 Main Findings and Observations 

An analysis of the marketing problems of the individual companies indicates that 

fragmentation of the industry causes pressures on profitability of the bigger companies in the 

group and threatens the survival of the small companies. In such a scenario, Government 

price and product policy also discriminates against the small companies, enabling large 

multinationals to manipulate markets, distributors, and doctors. 

Majority of the companies, big as well as small, expressed resentment over the rigid price 

controls which adversely affected the profitability of the companies. As big multinationals 

can compete on the basis of higher volumes and coverage of bigger geographic areas, they 

follow a strategy of offsetting the advantageous position of local companies by setting lower 

prices in export markets. This acts as a major constraint in exporting for local firms. 

Respondent companies also expressed fear about the unethical promotional standards 

adopted by big competitors, which affects the market of the genuine players. Besides this 
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high costs and lack of supportive measures and incentives from the Government are viewed 

as negative factors affecting the marketing of pharmaceutical products by local 

manufacturers. 

The smaller firms in the group are constrained by the size of their markets, resulting in high 

costs. They are, therefore, constrained by the inadequacy of financial, technological and 

marketing resources. 

Based on individual company level analysis, the main problems affecting companies are 

grouped as in Table 6.4. 

233 



Table 6.4 Marketing Problems affecting the Pharmaceutical Industry in Goa 

Nature of 
Problem 

Problem due to No of firms 
affected 

Mean 
score 

% of 

firms 
Group I • Small size 

• Lower economies of scale 
2 
2 

2 28.5 
Size 

Group II • Inadequate 	infrastructure(land, 	water, 2 
Infrastructure 
&location 

power, road) 

• Locational disadvantages 
2 2 28.5 

GROUP III • Rigid price control 
• Price competition 
• Difficulty 	in 	managing 	distribution 

channels 
• High prices of raw materials 

4 
4 
3  
3 3.5 50 

Pricing & 
terms 	of 
selling 

GROUP IV • Inability to access foreign markets 
• Inadequate market intelligence 
• WTO formalities/ IPR issues 
• Lack of marketing assistance 
• Inability to use IT related systems 

and processes in marketing 
• Lack of sales force management 

and control 

tv)
 tv) 	

C
r) 

2.3 32.8 

Marketing 
and 	sales 
promotion 

Group V • Impact of globalisation 
• Entry of MNCS 
• Spurious 	drug 	market/unethical 

promotion 

• Lack of supportive Govt. measures 

T
t
 V

Z  

4.25 60.7 

Impact of 
present 
disturbances 

Group VI • Inadequate financial resources 
• Less capital for R&D 
• High import duties 
• Administrative delays and hurdles 
• Inadequate packaging 

• Absence of common R&D/ testing lab. 

esi 	
eq

 

1.8 25.7 

Facilitating 
functions and 
services 

Source: Field Survey 

The mean score in the table refers to the average number of firms afflicted due to problems in 

each of the categories as shown in the table. 

The various problems afflicting the pharmaceutical companies in Goa, in varying degrees can 

be summed up as follows. 

i) 	Lack of training and finance for technological up-gradation to meet global quality 

standards especially of the very small companies in the selected group. 
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ii) Rigid price controls 

iii) Price competition 

iv) Difficulties in managing distribution channels 

v) Limited exposure and expertise on Intellectual Property Rights issues. 

vi) Limited - adoption of information technology (TT) techniques in marketing 

vii) Low R&D expenditure of the medium companies and negligible R&D expenditure of 

the smaller companies, which affects the ability of these companies to offer innovative 

solutions. 

viii) The inability of the smaller companies in the selected group to access finance on easy 

terms for import of capital goods arid to undertake advertising and marketing activities. 

ix) Spurious drug market and unethical promotion. 

x) Lack of supportive measures from the Government 

xi) High prices of raw materials. 

It is clear from the table that 60.7 per cent of the companies feel the heat of competitive 

market environment and lack of support and incentives from the Government. Fifty per cent 

of the firms are adversely affected by price policy and the terms of selling. Problems directly 

related to marketing such as inability to access export markets, lack of clarity on WTO/IPR 

related issues, and lack of sales force management and control afflict 32.8 per cent of the 

firms. Firms are also at a disadvantage due to their small size in relation to global majors, arid 

due to infrastructural bottlenecks. 

The main observations related to the above findings are as follows; 

1. 	The product patent regime will make it obligatory for Indian companies to compete in 

R&D if they want to survive. Similarly, WTO led global trading system will result in 
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import tariffs coming down. For Indian companies to compete with cheap imports, they 

will have to invest in cost effective technology and processes. Therefore, it is 

imperative that the pharma industry has surplus for investment. In this context, a 

liberalized price control regime becomes more important. 

2. It is observed that the sector is seriously concerned about the problem of spurious 

drugs, which has to be tackled by state FDA by proper regulation and control of 

manufacturing processes, materials used, labeling and packaging. 

3. The need is expressed for accredited testing laboratories that are well equipped and 

adequately staffed. The staff should be trained well for drawing samples for test and 

monitoring the quality of drugs and cosmetics moving in the State. 

4. It is observed that majority of the companies do not have enough resources for R&D 

investment. The companies under study could exploit its know-how in herbal 

medicines. Since these medicines do not come under the purview of the TRIPS regime 

and the research in new chemical entities involves millions of dollars of investment, the 

companies should engage in R&D in herbal medicine. The companies could try to 

exploit the Indian traditional knowledge in ayurveda and herbal cures. 

5. The study of the marketing problems of individual companies leads the researcher to 

conclude, as in the earlier chapters, that the cut-throat competition, inadequacy of 

financial and technological resources and lack of support from the Government 

threatens the sustainability, in particular, of the small firms. 
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6.5 Critical Factors for the Marketing Success of Pharmaceutical Companies 

Literature on the aspect of critical success factors for the pharmaceutical industry lists several 

factors that are important for the healthy growth of the industry. The Indian Pharmaceutical 

_ 
Industry report, developed by a team at ICRA, (1999), states that the rate of introduction of 

new products, and the marketing and distribution networks of companies will determine their 

future success. The new products in the Indian context are the outcome of process research, 

as opposed to basic research. According to the report, alliances, especially marketing 

alliances, will be the standard route to success. Significantly, many Indian companies which 

have entered into alliances to increase their geographic coverage, market reach and 

distribution network have assumed leading positions in the market. 

A study by McMillan et al (2000) revealed that the linkage between pharmaceutical industry 

and public science is much more critical than in any other industry. The proximity of 

research institutes is critical for the success of the industry, according to this study. 

According to Rantiainanen (2001) geographic location can have a significant positive impact 

on a firm's performance. A firm located in an area with a higher concentration of 

pharmaceutical firms generally has a high market value than those located in areas with 

lower concentration. Clustering is considered as an external success factor which leads to 

knowledge flow and knowledge spillovers and is a major advantage for companies. 

Endersby (1999) asserted that infrastructure such as transportation, telecommunications, 

energy and education are the critical success factors for the industry. 

Giesecke (2000) studied the role of government in development of the pharmaceutical 

industry and concluded that direct government intervention is more likely to fail in achieving 

its goals. Successful; indirect approaches include enhancement of the already existing 
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economic structure connecting academic innovations with market opportunities, availability 

of venture capital and professional business advice, possibilities for diffusion of knowledge, 

and competence of political bodies to distribute research money where innovations are most 

probable. 

A study by Kapil et al (2003) identifies the following factors in decreasing order of 

importance; marketing, entrepreneur's attributes, products, Governmental policies, 

technology competence, clusters, infrastructure, R&D, company climate, networking and raw 

material supplies. 

Considering the above, in the Goan context, it is very important for the pharmaceutical 

companies to reorient themselves internally in a way so as to offset the threats if any from the 

external environment and take advantage of the opportunities emanating from the external 

environment. The present study infers that developing core competencies, through 

upgradation of systems and processes, and achieving higher levels of market orientation are 

the methods of achieving growth for the bigger companies and sustainability for the smaller 

companies. Since new product development research involves huge amount of resources, 

which may not be within the means of the companies considered in this study, they should 

pursue opportunities of collaborations and alliances in the field of research, marketing and 

technology. Further, in this era of outsourcing, larger companies can provide business 

opportunities to small firms, as the pressure of cost cutting is always there on big entities. 

Therefore, it is necessary that small pharma firms develop process oriented R&D and 

acquire or develop low cost, yet efficient technology, so that coupled with marketing 

efficiency, low cost can help them to differentiate and sustain in the market. 

The role of the local and national Government as a facilitating and regulating body however 

cannot be underestimated. Governmental support in various forms i.e. infrastructural, 
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financial, technological and regulatory appears to be vital for better performance of the 

pharmaceutical companies in the state. 

6.6 Conclusion 

The changing industry dynamics and competifive forces have made the task of 

pharmaceutical marketing very challenging. The study concludes that the pharmaceutical 

companies in Goa, irrespective of size, feel the adverse impact of globalization, entry of 

MNCs and lack of supportive measures from the Government. Unfair price competition by 

pharma majors who compete on higher volumes and lower costs adds to the woes of local 

companies. Hence, it is imperative that the pharmaceutical companies in Goa lower costs, by 

aiming at better production and marketing efficiencies. The bigger of the companies should 

not wait for doles and incentives from the Government, but should focus on increasing their 

market reach and developing their core competencies. 

The smaller firms are constrained in their marketing efforts by the lack of resources and need 

to be brought under the cluster development programme by the Government to provide them 

comprehensive support. 

The major implications are that the small pharmaceutical companies in Goa, inorder to build 

their internal strengths, have to upgrade their manufacturing practices, quality standards, cut 

down costs, and improve organizational efficiency and marketing strategy. Government can 

help these producers by a variety of incentives including support for innovation and 

upgradation of quality. Besides that, small firms must focus on export activities to counteract 

their declining share in the domestic market. They could exploit possibilities of tie-ups with 

bigger companies to gain entry in other developing country markets. 
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The study also arrives at the conclusion that there is an urgent need to set up accredited 

testing laboratories in the state that are well equipped and adequately staffed. The staff 

should be trained well for drawing samples for test and monitoring the quality of drugs and 

cosmetics moving in the State. 

Finally, it is imperative that the local as well as the central Governments puts systems, 

procedures and regulations in place that will help monitor the type of drugs produced and 

sold in the country, as well as to determine the unethical promotion resorted to by some 

companies, so that the prospects of genuine players are not adversely affected. 
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CHAPTER VII 

SUMMARY, CONCLUSIONS, AND 
RECOMMENDATIONS 

7.1 THE SUMMARY OF THE CHAPTERS AND MAIN FINDINGS 

7.2 CONCLUSIONS 

7.3 RECOMMENDATIONS 

7.4 SCOPE FOR FUTURE RESEARCH 
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SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS 

7.1 The Summary of the Chapters and Main Findings 

The present study is qualitative in nature and is undertaken with the ultimate aim of 

understanding the dynamism and preparedness of the pharmaceutical companies registered in 

Goa in facing the market challenges and to make relevant recommendations towards 

Government policy for this sector. 

The entire study is organized into seven chapters. The first chapter is introductory and 

discusses the background of the study, the growth and performance of the Indian 

pharmaceutical industry, and the pharmaceutical industry in Goa, the main research problem 

under investigation, the objectives and hypothesis, the methodology used and the data 

sources. It highlights the relevance and limitations of the study and also contains a profile of 

the pharmaceutical companies selected for the study. 

The review of literature relating to contemporary marketing principles and practices in 

general, the economic characteristics of the pharmaceutical industry and promotional 

practices of the industry are discussed in the second chapter. 

Chapter III titled 'Market Orientation of Selected Pharmaceutical Companies — An 

Assessment', evaluates the need for a market orientation in the face of growing competition 

in the pharmaceutical industry, coupled with ethical considerations in promotion which will 

strengthen the marketing strategy of every organization. The chapter traces the extent of 

market orientation among the selected Goan pharmaceutical firms and highlights the ethical 
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concerns in the Goan Context. It makes use of statistical tools such as mean, standard 

deviation and coefficient of variation to make a comparative analysis of the extent of market 

orientation of companies. 

The IVth chapter titled 'Product Profile-Analysis, Differentiation and Pricing Policies of the 

Pharmaceutical companies', examines the intensity of competition among the pharmaceutical 

companies in Goa and the product, differentiation and pricing strategies adopted to 

overcome the same. A comparative study of their market profiles reveals their relative market 

strength and prospects. The scope of using differentiation and pricing policies in the 

marketing strategies of the companies also becomes clear in this chapter. 

Chapter V titled 'Promotion and Distribution Practices of the Pharmaceutical Companies', 

provides an analysis of the promotional tools and promotional expenditure of the selected 

companies as well as distributional channels used and distributional expenses. The impact of 

these measures on company performance is evaluated by examining corresponding trends in 

sales turnover and profitability and annual average percentage changes in them over the 

period 2002-03 to 2006-07. A comparative analysis of the selected companies is undertaken 

in terms of market size and performance. 

Chapter VI on 'Marketing Problems of Pharmaceutical Companies', discusses the existing 

market environment in which the small and medium pharmaceutical companies in Goa 

operate, and conducts a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis of 

the registered pharmaceutical companies in Goa. It examines the various problems faced by 

the companies in marketing of their products and lists the critical success factors for the 

healthy growth of the industry. 
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Chapter VII is titled, 'Summary, Conclusions and Recommendations'. It includes an outline 

of the chapters, the main findings, major conclusions and suggestions. 

The major findings that result from the study are summarized as follows: 

1. The pharmaceutical companies registered in Goa, are by and large market-driven, 

flexible organizations and diagnosing the market forces forms an important element of 

their market strategy. They establish their specific marketing goals by assessing 

environmental problems and opportunities. Except Goa Antibiotics, the other firms 

formulate their business plans based on market research. There is a greater degree of 

unanimity among firms on the need for generating market intelligence, they differ more 

on aspects of intelligence dissemination and there is a greater degree of variation 

among the selected companies on the extent of measures taken in response to market 

changes. 

2. Although the companies took into account the implementation of the TRIPs regime, 

they have not actually implemented any significant changes in their marketing 

strategies. In the period of globalization and increased competition, defending their 

market share has been the main focus of their strategy. In view of technological and 

financial constraints, majority of the firms under study are found to have not adopted 

any global market strategies such as direct investments and joint ventures that could 

add value through gains from economies of scale. 

3. Only 4 of the firms are engaged in direct exports. None of the firms are found to have 

entered into any marketing tie-ups with other firms or engaged into co-marketing 
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contracts to enhance their marketing capabilities, whereas this is the strategy adopted 

by the bigger successful Indian companies. 

4. The highest ranking company in terms of market orientation is Cosme Farma 

Laboratories Ltd. followed by Geno Pharmaceuticals Ltd. The profiles of these 

,companies indicate a relatively better business performance within the group, which 

can be attributed to a higher level of market orientation. The lowest ranker is Goa 

Antibiotics and Pharmaceutical Limited. Its market losses are due to a low level of 

market orientation. 

5. Various financial and technological constraints come in the way of taking effective 

response measures in tune with market needs by the companies especially the smaller 

ones in the group. 

6. The companies acknowledge the existence of a huge spurious drug market in the 

country and attribute the causes for the proliferation of sub-standard drugs to faulty 

pricing policy which makes product prices unremunerative, and to loopholes in 

regulatory and monitoring standards. 

7. The smaller of the companies are adversely affected by the competitive marketing that 

takes place leading to a company-chemist-doctors nexus in rural areas where 

substitution of prescription at the chemist level takes place. It is felt that this trend is 

less in the urban areas where usually people do not substitute a prescribed medicine. 

8. The size of the Drug Control Administration is small in the state as compared to other 

states. The actual requirements of staff are much more. This raises questions about the 

efficacy of the Department in regulating and monitoring the pharmaceutical industry in 

the State. 

9. There is concentration of iiroduction among the selected companies in the same 

therapeutic segments, mainly, antibiotics, antibacterial, anti-inflammatory and cough 
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and cold preparations, vitamin preparations, psychotrophic drugs(administered for 

hypertension, depression and other neurological disorders), anti-asthmatics, diabetics 

and dermatologicals. 

10. Very small local pharmaceutical companies will find it extremely difficult to face 

competition in these segments which are flooded by substitute products of domestic and 

MNC companies. The main product categories in which they produce have a large 

number of manufacturers/ marketers as they are high demand and low cost categories. 

Every firm wants to sell the high demand products to increase the sales volume, market 

share and profitability. 

11. The pharmaceutical companies under study do not have a dominant presence in the 

high value therapeutic segments like cardiovascular, ophthalmology, neurology and 

other specialty segments. 

12. To maintain profit margins, the companies are found to be engaging in contract 

manufacture for other Indian and Multinational companies, besides their own 

manufacturing activities. 

13. Among the group, the ones who are in a relatively better position in terms of market 

share, fixed capital investments, brand building, image, coverage of doctors, and 

exports are Geno, Wallace, Kare and CFL. Merit Pharmaceuticals and Toyo 

Laboratories, although small in size, in terms of investment and market, have a 

respectable position due to professional management and establishment of a market 

position in small, but niche rural markets. 

14. The smaller companies, however, feel strangulated by the competition on the one hand 

and Government's control over prices and withdrawal of concessions on the other. 

Their future prospects depend on extent and nature of government control, and on 

government support and incentives. 
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15. The efforts of the Government to turn around the loss making public sector drug 

company, Goa Antibiotics by inviting bids to divest its holding to a private strategic 

partner and to impart professional management to the company has not yielded any 

results. Political interference and support to trade union are major factors that do not 

allow GAPL to shed excess labour. 

16. It is mandatory for the firms to invest in quality control but the level of capital 

investment in quality control processes and systems in case of the small units is very 

low. Toyo and Merit are constrained by inadequate investment and lack of knowledge 

of export markets and limit themselves to sales within the country only. Merit 

Pharmaceuticals is constrained by shortage of financial resources and require 

Governmental support for upgradation of its infrastructure to become GMP compliant. 

This is also crucial if it is to survive in future on the basis of contract manufacturing. 

17. R&D investments of the large and medium sized units are focused on enhancing the 

quality of formulations and is called as 'formulations' R&D. CFL pharmaceuticals, 

Kare, Geno and Wallace have a better capacity to invest in formulations R& D to 

augment their product characteristics. Toyo and Merit pharmaceuticals emphasize on 

quality checks and safety standards along with attractive and innovative packaging to 

differentiate their brands from the rest. 

18. The companies under study are found to be adopting the following differentiation 

strategies:-i) Developing marketing capabilities:-Majority of the companies have 

market research facilities based on which they segment their market, plan for products 

and build relationships with intermediaries. ii)Developing company image and 

reputation:-Some of the companies like Wallace, CFL, and Kare's have acquired a 

reputation through their long standing business traditions and this itself is a strategic 

differentiation for the companies. iii) Building relationships with doctors, distributors 
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and retailers:- Companies use various methods of gaining the goodwill of the 

intermediaries involved in pharmaceutical marketing. iv) Acquiring technological and 

research capabilities:-A few of these companies have the financial strength for 

investments in quality control and formulations R& D, which help them to achieve 
_ 	_ 

higher volumes, lower costs and operational flexibility. v) Branding, packaging and 

labeling innovations are used by all the private sector companies to create 

differentiation for their products. 

19. The main factor affecting pricing decisions of the companies, according to this study is 

the price of competitors. The pricing objectives of the bigger firms are maximization of 

profits, discouraging entry of competitors and penetration of markets. They use the 

skimming strategy for their core products. They set the price at the top of the acceptable 

price range. Their products are in the earlier phase of the growth stage of the product 

life cycle and they want to recover the cost of investment faster. For their established 

brands they adopt penetration pricing strategy by charging low prices to preempt 

competition and to create an entry barrier. 

20. The smaller of the companies under study feel they do not have much flexibility in 

pricing. Due to competition, they are forced to set their prices lower by 10-15 percent 

than the brand leader's price. This leaves them with a very thin profit margin. The 

smaller units are adversely affected by the Government price controls as they have to 

compete with already established brands. 

21. The local pharmaceuticals industry in Goa is concerned, that the Govt. determines drug 

prices solely upon cost and not quality of production. No distinction in pricing is made 

between a drug produced under GMP, and one that is not. Certain companies have 

already stopped production of certain drugs with minimal margins. Respondents from 
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the selected companies point out that price controls is major factor that undermines 

their competitive strength. 

22. Majority of the companies stated that there should be total decontrol on prices, while 

two firms stated that the Government should give preferences to purchase of products 

from small producers as well as tax concessions to the smaller firms. 

23. The main promotional expenses of the companies under study include salaries, 

incentives and bonus to field staff, training of medical representatives, sales 

promotional activities like giving free samples, bonus offers and gifts, advertisements, 

medical conferences and seminars This expenses determine to a great extent the sales 

and profitability and market standing of the companies. 

24. The study finds that amidst the intense competition there is a shift in the traditional 

marketing practices of the companies under study that belong to the private sector. The 

focus is on improving the size and skills of medical representatives and providing 

support to their marketing efforts by allotting promotional budgets on gifts, free 

samples, leave behind literature , mailers and advertisements .Many of the companies 

under study even organize or sponsor medical symposia, conferences and medical 

camps and undertake philanthropic activities to build public relations and their image in 

the minds of their target customers. This indicates that companies under study are not 

entirely dependent on MRs although MRs are an indispensable tool for all of the 

companies. 

25. The pressure of competition appears to be putting pressures on the profit margins of 

most of the companies under study. The companies earning profits over the years 

considered are Geno, Wallace, Cosme Farma Laboratories, Toyo and Merit 

Pharmaceuticals. The sales growth of Kare is found to be not matching with its 
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overhead costs and the company has been incurring consistent losses. GAPL, the fully 

owned subsidiary of EDC Ltd has been continually incurring financial losses. 

26. The trends in sales and profitability for the companies are found to be not consistent, 

but erratic, thus establishing the uncertainties, and vulnerabilities of the market. 

27. The companies are found to be grappling with the problem of extensive turnover of its 

field sales force, who leave for better monetary prospects. The efforts of companies to 

build long lasting rapport with customers thus suffers, besides making them cautious on 

spending on training programmes. 

28. Lower profit margins are causing some manufacturers to reduce their promotional 

expenditure in order to maintain profitability. 

29. The study finds that profitability is positively related to sales, and sales appear to 

respond positively to promotional activities for majority of the companies under study, 

thus confirming the role of marketing in the performance of the pharmaceutical 

companies. 

30. All Pharmaceuticals companies that belong to the private sector, with the exception of 

Kare Laboratories have appointed Consignee & Forwarding agents (C & F's) to handle 

distribution of their products. Kare Laboratories undertakes distribution through Kare 

Health Specialists Limited- a group company . Only Geno pharmaceuticals has its own 

sales depots. GAPL relies on institutional sales and trading through medi centers. 

31. Commission paid by companies to C & F agents varies between 0.7 to 4.5 percent of 

sales turnover. 

32. Maintaining own sales depots is considered to be more uneconomical and costly. 

33. All companies give primary importance to achievements on sales targets, while 

appraising the performance of the medical representatives, and other field force staff. 
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34. The companies that allot a relatively higher amount on sales promotion are Geno, 

Cosme Farma and Wallace, while the companies spending, the least are Kare and 

GAPL. It is to be noted that these two companies i.e. Kare and GAPL, have been 

incurring losses. 

35. In terms of average sales volume of the companies over the study period, it is found 

that Wallace has the highest sales volume, followed by Cosme Farma, Geno, Kare, 

GAPL, Toyo and Merit in the given order. In terms of average profitability, Wallace, 

Cosme and Geno occupy the first three ranks respectively, followed by Toyo and Merit. 

Kare, although, ranking high in sales, ranks low on profitability performance because of 

substantial expenditure on fixed overheads. 

36. Among the companies, the increase in profitability is more consistent in case of Geno 

Pharmaceuticals. Profitability trend of Wallace and Cosme Farma has been erratic with 

sharp drop over some years. 

37. The small scale units like Merit and Toyo have survived the competition by engaging in 

promotional measures, but feel the heat of competition and regulatory norms. They are 

constrained by resources and opine that there is no level playing field for small scale 

pharma players. 

38. All of the companies under study face pressures on their profitability margins. The 

bigger of the companies, who have invested more in manufacturing capabilities, appear 

to have better manufacturing efficiencies as is evident from their gross profit margins. 

Geno, Wallace and Cosme Farma attained an average gross profit margin of more than 

50 per cent over the 3-year period considered. These companies spend more on 

marketing as they record a higher selling expense ratio. This enables them to attain 

higher sales volume, but net profitability tends to be low. 
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39. The smaller companies in the group exhibit a mixed performance. Merit and Toyo 

record lower profit margins. Kare and GAPL have been consistently incurring losses. 

GAPL requires urgent administrative, managerial, and labour reforms 

40. The study reveals that 60.7 per cent of the companies feel the heat of competitive 

market environment and lack of support and incentives from the Government. Fifty per 

cent of the firms are adversely affected by price policy and the terms of selling. 

Problems directly related to marketing such as inability to access export markets, lack 

of clarity on WTO/IPR related issues, and lack of sales force management and control 

afflict 32.8 per cent of the firms. Firms are also at a disadvantage due to their small size 

in relation to global majors, and due to infrastructural bottlenecks. 

41. Some of the main problems affecting the marketing plans of the pharmaceutical 

companies in Goa are: 

• Lack of training and finance for technological up-gradation to meet global quality 

standards especially of the very small companies in the selected group. 

• Rigid price controls 

• Price competition 

• Difficulties in managing distribution channels 

• Limited exposure and expertise on Intellectual Property Rights issues 

• Limited adoption of information technology (TT) techniques in marketing. 

• Low R&D expenditure of the medium companies and negligible R&D expenditure 

of the smaller companies, which affects the ability of these companies to offer 

innovative solutions. 

• The inability of the smaller companies in the selected group to access finance on 

easy terms for import of capital goods and to undertake advertising and marketing 

activities. 
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O Spurious drug market and unethical promotion. 

O Lack of supportive measures from the Government. 

O High prices of raw materials. 

42. An analysis of the marketing problems of the individual companies indicates that 

fragmentation of the industry and dominance of big companies causes pressures on 

profitability of the medium companies in the group and threatens the survival of the 

small companies. In such a scenario, Government price and product policy also 

discriminates against the small companies, enabling large companies to manipulate 

markets, distributors, and doctors. 

43. Small size in comparison to huge Indian and foreign multinationals, who dominate the 

pharmaceutical markets; price disadvantage; unethical standards of competitors; and 

inadequate resources for investment are the major marketing constraints faced by these 

companies. Lack of knowledge of export markets is another hindrance for the smaller 

companies like Toyo and Merit. 

7.2 Conclusions 

In the light of the above findings, the present study draws the following conclusions: 

I. The changing industry dynamics and competitive forces have made the task of 

pharmaceutical marketing very challenging. The companies under study have a very 

small share in the total pharmaceutical market. 

2. The companies under study are market-driven, and diagnosing the market forces forms 

an important element of their business strategy. On question of extent of market 

orientation, the study reveals that the companies, by and large are aiming to 

become more market oriented, thus proving the first hypothesis of the study. 
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However, the smaller companies in the group are constrained by lack of financial and 

technological resources to realize their market-oriented vision. 

3. Globalisation and competition has not resulted in very significant changes in the 

strategies of the companies registered in Goa, although they have adopted a market-

oriented approach. .Majority of the companies under study have not adopted any 

global market strategies such as joint ventures and marketing and technological 

collaborations in view of these constraints. Therefore, the second hypothesis that 

globalisation and competition is leading to significant changes in the strategies of 

the companies is disproved by the study. 

4. Although operating under highly competitive conditions, the demand patterns in the 

chosen therapeutic categories offer high potential for growth, for the companies under 

study, so that with right marketing skills, market sustenance is possible —however, the 

smaller companies would require infrastructural and financial back up from the 

Government. 

5. Small scale pharmaceutical units require government support to obtain Good 

Manufacturing Practices (GMP) certification and to upgrade their manufacturing 

facilities as they are constrained with limited resources. Hence, the study supports the 

third hypothesis that smaller companies require Governmental support and 

concessions to survive the competition. 

6. The study on the promotional measures adopted by the companies reveal that they 

supplement the efforts of Medical Representatives by variety of sales promotion 

measures such as distribution of pamphlets, free samples and other such brand recall 

items, advertisements in medical journals, conducting medical camps and conferences 

etc. Pre and post sales market research is also undertaken by the companies. The study 

makes it clear that all the pharmaceutical companies adopt a mix of promotional 
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measures, without exclusively relying on medical representatives. Therefore, the 

fourth hypothesis that personnel selling strategies are used by the pharmaceutical 

companies in combination with other sales promotion strategies is proved by the 

study. However, given the nature of pharmaceutical selling, medical representatives are 

indispensable to the marketing plans of companies. Therefore, devising motivational 

plans to retain quality field force staff is of utmost importance and is the main challenge 

before the companies. 

7. The bigger of the companies in the group fare better as compared to the smaller ones, in 

terms of implementation of quality systems and processes, sales and profitability 

figures. In addition to devising strategies to generate prescriptions, they also devise 

policies to strengthen retailing. Thus, the study establishes that marketing success of 

pharmaceutical companies depend to a great extent on their size. The fifth 

hypothesis is therefore proved. Smaller companies feel strangulated with the forces of 

competition on the one hand and Government policies and regulations on the other. The 

study therefore concludes that marketing success and business performance of the 

pharmaceutical companies depends to a large extent on their size, where size is 

measured in terms of total fixed capital and sales volume. However, all the companies 

irrespective of size need to improve their production and marketing efficiencies to 

better their performance. 

8. The Government policies, while effectively regulating the industry, should not impede 

the growth prospects of this industry. The study makes it clear that, given the low 

profitability margins, especially of the small industry, the Government should evolve a 

price and competition policy aimed at the survival and growth of the indigenous 

pharmaceutical manufacturers. 
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9. The study, therefore, concludes that there is a need for Governmental support 

measures, including technological and financial support for up gradation of 

infrastructural facilities, for small scale pharmaceutical companies in Goa. 

10. The bigger of the companies should not wait for doles and incentives from the 

Government, but should focus on increasing their market reach and developing their 

core competencies. 

11. In view of the ethical concerns expressed by the companies, and fears of spurious 

drugs in the market, there is need for vigilance by the state FDA. Unethical marketing 

practices by large Indian and foreign companies should also be monitored and curbed. 

7.3 Recommendations 

The conclusions drawn from the study have important implications for the sustainability and 

healthy growth of the pharmaceutical companies registered in Goa. Considering the 

importance of the pharmaceutical industry to the state's economy, the recommendations 

made by this study could be useful to provide the right impetus to the industry in Goa and in 

particular to the local companies. The study makes the following recommendations: 

1. Managers should place increased emphasis on market orientation of their business in 

their efforts to attain higher business performance. Interdepartmental training, cross-

functional activities and alignment of departmental performance objectives by focusing 

them on markets will make the firms well-integrated market organizations, with 

effective dissemination of market knowledge within the organization. 

2. The companies should undertake restructuring exercises inorder to take advantage of 

opportunities thrown open by globalization such as outsourcing operations and 
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franchising activities. Inorder to survive the big competition through such 

opportunities, the companies should ensure that their manufacturing laboratories, 

testing and analytical equipment and storage conditions are of high standards. 

3. Companies should aim to be more innovative in their skills of 'product augmentation' 

based on qualitative improvements and should build strong marketing capabilities to 

create an image for their brands. 

4. Geno, Kare, CFL and Wallace should engage in business tie-ups in manufacturing and 

marketing to attain higher volumes and advantages of economies of scale, instead of 

waiting for Government concessions. They should adopt different strategies through 

increased 	market orientation, investments in technology, corporate guarantee of 

quality and image building. This will ensure that these companies sustain and increase 

their sales volume, attain improved market share and better profitability. 

5. Companies like Geno, CFL, Kare and Wallace export their products to unregulated and 

semi-regulated overseas markets. They have not targeted the markets of the developed 

countries with their products because of the stringent standards adopted in these 

countries. The companies should aim to meet these requirements through higher levels 

of investments in manufacturing R. & D and quality control. Pooling of resources 

through strategic tie-ups and collaborations should be considered. This will enable them 

to obtain a share in the large generics market of the west, especially the US that is 

growing at a high rate. 
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6. The marketing departments of these companies are required to demonstrate the value of 

their products through promotional innovation, and the companies should emphasize on 

the safety and efficacy of their products. It is suggested that ethical considerations in a 

aspects should form an integral part of a company's marketing strategy. This will add 

long run value to the company and will assist in building the image of the company and 

its products. 

7. Strategies of motivation and retention of qualified and trained medical representatives 

should be adopted on a priority basis by all the companies. Each firm should devise a 

strategy of field force motivation and retention by involving them in decision making 

while planning for markets, by recognizing their achievements, and equipping them 

with the necessary tools to make effective presentations to doctors. At the same time, 

the companies should not be overdependent on MRs and should adopt a right mix of 

other promotional tools while targeting sales. 

8. The companies should not use arbitrary promotional budgets, without the measurement 

of promotional effectiveness. Promotional budget could be decided on the basis of the 

level of incremental sales required, on the intensity of competitor's promotional 

activities and objectives and goals of each company. 

9. Distribution network should be aligned with company's target marketing efforts. 

Although, pharma companies need to have a wide distribution network covering 

pharmacies, health organizations and other prospective selling points within the 

targeted markets, it is necessary to carefully select dealers and distributors who would 

adhere to company's values and visions. 
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10. Companies should conduct in-depth cost- benefit analysis of their promotional and 

distributional expenses and should adopt innovative IT related solutions to economize 

on and optimize their selling budgets. 

11. The study recommends that the Drug Price Control Order should be modified so as to 

remove the unrealistic ceilings on product prices and to encourage the industry to 

generate investible surpluses. . The Government should devise a system of price control 

exemptions only for the small scale formulations units, based on their investments in 

quality control processes and technology upgradation. 

12. The manufacturing plants of the small units like Merit do not have GMP certification. 

Such small units are constrained by the shortage of financial resources. The study 

therefore recommends that the Government should provide financial support, in the 

form of loans with very low rate of interest, for up gradation of their technological 

capabilities to become GMP compliant. This is crucial for their image building and 

future survival. 

13. The small units who are manufacturing and marketing on their own should get support 

from the Government to upgrade their manufacturing infrastructure. This will enable 

them to undertake contract manufacturing for big Indian and multinational 

pharmaceutical firms. Small pharmaceutical companies in Goa, inorder to build their 

internal strengths, have to upgrade their manufacturing practices, quality standards, cut 

down cost, and improve organizational efficiency and marketing strategy. Government 
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can help these producers by a variety of incentives including support for innovation and 

upgradation of quality. 

14. Government of Goa should treat the small scale formulations units as a separate entity 

and help them to sustain in the competitive environment by a series of measures. The 

clustering approach where all small and medium units are considered as one cluster for 

which there should be well implemented measures to provide technological upgradation 

and marketing support will go a long way in ensuring the market presence of these 

firms. 

15. The State FDA should ensure that there is proper regulation and control of 

manufacturing processes, materials used, labeling and packaging undertaken by the 

companies in the state. There is an urgent need to set up accredited testing laboratories 

in the state that are well equipped and adequately staffed. The staff should be trained 

well for drawing samples for test and monitoring the quality of drugs and cosmetics 

moving in the State. 

16. Small firms must focus on export activities to counteract their declining share in the 

domestic market. They could exploit possibilities of tie-ups with bigger companies to 

gain entry in other developing country markets. 

17. Inorder to encourage companies to invest in R&D, the Government should provide 

them with financial incentives in the form of tax reliefs and soft loans on their R&D 

investments. The State Government could also set up a pharmaceutical R&D support 

fund, with contributions and support from the industry, financial institutions and the 

260 



Government, especially to assist the small and medium pharmaceutical companies in 

their innovative efforts. 

18. The Goa Government should establish a Central Stores Purchase Organisation for the 

state to procure all the materials including medicines required for the health care and 

other services of the state. Products of the local small scale units should be given 

preference in terms of price, after ensuring that the products are of reliable efficacy. 

19. The Goa Government should aim at disseminating information and creating awareness 

on issues like Globalization, WTO, Intellectual Property Rights, Patent Laws, export 

formalities, and Good Manufacturing Practices, by organizing/ sponsoring seminars and 

workshops for industry representatives. These should also educate small entrepreneurs 

with cost-cutting techniques such as waste minimization, cleaner production methods, 

and energy conservation for improved productivity & profitability. 

20. Riddled with accusations of exaggerated drug claims and "abandoned science for 

salesmanship", the study suggests that there should be tighter regulation of unethical 

marketing tactics of pharma companies. The state FDA should be strengthened in terms 

of size. An independent regulatory body to enforce marketing ethics should also be set 

up with representatives of Government, companies, medical professionals and 

consumers. 

21. The Government should trim down the labour force and bring about drastic changes in 

organization and management of GAPL in line with market needs. The excess staff at 

GAPL, should be pruned, through measures such as voluntary retirement and transfer 

so that the expenditure could be curtailed, and market oriented measures should be 

taken on an urgent basis by the company. 
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7.4 Scope for Future Research 

The study provides ample scope for further research in the same field. Trends in the working 

of the companies and their market strategy and performance for a longer period of time with 

quantitative analysis of marketing and performance variables can be undertaken in Goa as 

well as in other states where the pharmaceutical industry has a strong presence. A 

comparative study on the marketing practices of local companies with those of national and 

multinational companies can also be undertaken. The implications of national and 

international policies on the marketing prospects of the pharmaceutical sector in India need 

to be researched further. 
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APPENDIX 

QUESTIONNAIRE 

A. Generai Information 

1.Name of the Company 

2. Address of the Company's 

Registered Office 

3. Year ot Establishment 

4. Place of Registration 

5. Kegistration No. 

6. Name of the Founder/Owner 

7. Status 

        

        

        

        

        

        

        

Joint Family Business 

Partnership 

Private Ltd. Co. 

: Public Ltd. Co. 

Proprietorship 

: Any other 

    

     

B. Company Profile 

1. Year of Commencement of Production 

2. Whether Production is continuous 

throughout the year 	 : Yes 0 No 0 

3. Product/Products Description 



4. Product Benefits 

5. Therapeutic Segments Served 

1. Antibiotics 

2. Vitamins and Minerals 

Supplements and Substitutes 	0 

3 (iastro-intestinal Products 	 CI - 

5. Anti inflammatory / Analgesics 	0 

Cough and COld Preparations 	 0 

7. Dermatologicals 	 0 

8. Gynaecologicals 	 0 

9. Anti — Parasitic Products 	 0 

10.Anti-astlunatics 	 0 

111. Anti-diabeties 	 0 

12. Psychotropics 

13.Opthahnologicals & Otologicals 	0 

14.Any other (Please Specify) 

6. C;ategory of the firm 	: Small ID Medium 	Large 

7.:Total Fixed Capital Investment : 	 (Rs. In Lalchs) 

',and and Building 

Plant and Machinery 

Quality controi and testing : 	  

Research and Development: 	  

TOTAL 



8.Number of Factories owned by the ftrm : 

9. Location of the Factories 

10.Whether the Company has its own R&D unit? 

Yes 0 No 0 

i. Registering agency of the Company's ProductiProducts:-. 

• Directorate General of Trade & Development 

• State Food and Drug Administration: 

• Any oth.en, 	  

12. Is the Company's Product registered in a foreign country'? Yes 0 N 1.7.1 

If Yes, Kindly give details 

13.Does the company export its Product/Products? 

Yes 0 No 0 

if Yes; than plea.se specify 

a) Volume of annual exports 	  

b) Value of annual exports 	  

c) Destination of exports 	  



14.Is your Company WI-I0 — Good Manufacturing Practices Certified Company? 

Yes 0 No 0 

15. I o which category the company's product belongs? 

a) Branded formulation 
	

0 

b) Bulk Drug 

c) Generics 
	 C.3 

d) Patented Product 

e) OTC Product 
	

0 

C. Market Analysis 

1. What is the total domestic Market share of your company on an a.verage 

over the last five years? 	  

2. What is the company's annual sales turnover? 	  

3. Does the company have an aCtive MarketingDepartment? Yes 0 No 0 

4. Resources available tOr Marketing at Senior Level. 

Name 
	

Designation 	 Function 

5. Total Number of Marketing Representatives (Iva's) employed by the 

Company 	  



6. Total average annual marketing expenditure 

7. Marketing expenditure as percentage of total expenditure 

K. What is your view on (iovernmental regulation over Product, and its price? 

9. Do you teel there will he more or less government regulation over the 

Pharma industry in the next five years: More 0 Less 0 

D. Marketing Strategies 

1.Do you consider your company as Product-oriented or Market-oriented? 

Product — oriented 13 Market-oriented 

2. Does the Company develpp strategies and programmes for marketing its 

product/products? Yes 0 No 0 

3. Does the Company conduct interdepartmental meetines to discuss market trends 

and developments? Yes 0 No 0 

4. It Yes, which are the departments involved in planning tor markets besides the 

Marketing Department? 

a. R & D 

b. Finance 	 0 

c. Personnel 

d. Production 	 0 



5. How often does the inter-departmental meetinas take place? 

• Once in a year 

Twice a year 

Once a quarter 
	

0 

• More often 
	

0 

6. How are the company's business plan' s formulated? 

Based on technological advances 	0 

Based on market research 	0 

7. How does the Company estabiish its specific marketing goals? 

By assessing the environmental problems and opportunities. 	0 

By assessing the firm's particular strengths and weaknesses. 	0 

Both of the above 
	

0 

8. Diayour company's marketing strategy take into account the implementation of• 

the TRIPS agreement? 

Yes 0 No 0 

9. How does the company estimate its market potentiai? 

• By periodic sales forecasts 
	

0 

• By relying on past saies 	 Li- 

* By maintaining market databases 	0 

All of the above 	 0 



10. In which °I 	tollowin2 areas vou leel your company enjoys competitive 

strength? 

• Labour 

• Quality infrastructure 	 0 

• Raw material accessibiiity 	 C 

• Technology 	 0 

• Local market 	 0 

• International market 	 0 

• in obtaining patents 	 C 

Governmental support and incentives 	0 

• In marketing 	 El 

1 L What do you feel are the company's weaknesses in terms of marketing? 

• Financial constraints 	 0 

inability to compete with iviNC's 	0 

Less capital for R&D 	 0 

Inadequate access to foreign markets 	0 

12. Is production under license-to another firm? Yes 0 No 0 

13.VvIat is the focus of your market segmentation? 

Deniographic 	 0 

• Geographical 	 0 

By age group? 	 0 

• By sex? 	 0 

• By income levels? 	 0 

By therapeutic benefits? 

• By the speciality of doctors in your.target area? 0 

Any others? 	 0 



14. Do the chosen segments have sales potential lor your product WIllell IS: 

adequate 0 	clogged with intense competition 0 

full of opporttmities 0 

15. Does theAarget market. support the company's .promotional costs and provide 

-adequate rate of return? Yes 0 No 0 

16. Does the company . have its Unique Selling Proposition that gives its 

distinctiveness over others? Yes 0 No 0 

17. Does the company have a feedback mechanism .to evaluate customers response 

to its products? Yes 0 No 0 

1H. What is the current strategic marketing option selected by.your company/ 

'a) Concentrated marketing at the chosen segment 	0 

	

b) Differentiated marketing using brand naines - 	 0 

':Undifferentiated marketing of generics 

d) '.Combination a & b 

e) Combination a & c 	 0 

19. What is the main objective hf your current marketing strategy'? 

• Defending existing market share 	0 

• Expanding market share 	 0 

• Creating niches 	 0 

• Defeating competitOrs 

• Any other, please specify 	 0 



20. Specify the areas of innovation; I any, m your company over the last five 

years. 

• Product • 	 0 

Process 	 0 

Packaging 

-4, Promotional measures 	 0 
_ 

21. Is the company's market life finite or infinite? Yes 0 No 0 

22. At what stage of the product life cycle is the company's core product? 

• Introduction 

• Growth 

. Maturity 

Saturation 

Decline 

23. Do you feel, there is fear of company's product becoming obsolete in the near 

future? Yes 0 No 0 

24. Is the company looking out for product diversification opportunities to 

stabilize its market share? Yes 0 No 0 

25. Does the marketing department conduct surveys of sale of products that 

directly compete with your product from the retail chemists within your target 

area? Yes 0 No 0 

26. Is information gathered by the company about prescription behaviour and 

prescription habits of doctors in your target area? Yes 0 No 0 



27. Is the size of your firm an advantage or a constraint in marketing your 

product? Yes 0 No 0 

28. Does the size of your firm enable it to realize economies of scale and lower 

unit costs? Yes 0 No 0 

2.9. Do you feel the bigger conipanies have an advantage over you in marketing 

theirproducts? Yes 0 NO 0 

30. Do you feel with strategic marketing plans, the size constraints can be 

overcome? Yes 0 No 0 

31. :poes the company have any marketing tie-up. s with other firms'? 	Vlea.se 

. speeify if any. 

32. Do you sell your products tinder another company's brand name? 

Yes 0 No 0 

33. Do you feel small size of the firm acts as an entry barrier to high -value 

therapeutic segments of the Indian Pharmaceutical Market? Yes 0 No 0 

34. Do smaller Pharmaceutical firms have a price disadvantage over larger 

competitors? Yes 0 No 0 

- 35: in your opinion, are ec,onomies of scale important in the Pharmaceutical 

industry? Yes 0 No 0 



(iiyen the high rate of obsolescence in the Pharmaceutical industry; do you 

feel diversification into different segments is better market strategy? 

Yes 0 No 0 

37.. What is your opinion on the impact of patent. laws on Indian l'harinaceutical 

Companies? 

• TO reduce unhealthy competition 

Encourages the companies to spend on R&D 

Provides new opportunities in herbal and ayurveda 

• Any other, please specify 	  

38. Has there been any change in your marketing strategies in view of TRIPS? 

Yes 0 No 0 

39....0o you feet your company has the capability to compete with international 

COMpanies? Yes 0 No' 0 

40. Are the Company's products advertised in Medical Journals? 

Yes 0 No 0 

41. Is personal selling the most important element of the company's promotional 

mix? Yes 0 No 0 

42. Over the last five years, did the company need to increase% the no. of Medical 

Representatives? Yes 0 No 0 



43. Do you agree that motivation and effectiveness of MK's is a key factor in 

marketing success? Yes 0 No 0 

44. What are the selling tools provided by the company to its MR'sg. 

• Access to computers with customer database 

Wireless communication devices. 

• Audio-visual aids. 

45. Which of the following statements would you strongly agree with? 

A highly competent MR working for a less known company may not be as 

successful as a iess competent IVITk, working for a weil-known company CI 

• Effectiveness of IvIR's is critical to building company's image in the minds 

of doctors. 

46. Does the company make efforts to project the company's image as an ethical 

and responsible organization? Yes El No 0 

47: Are the Company's MR's'involved in strategic market planning? Yes 0 

No 0 

48. Specify the type of compensation plan to -MK's 

1) Basic Salary only 

2). Ba.sic Salafy + incentives on sales targets 

3) Commission on achieving targets only. 



49. Which of the following channel systems does the company use to market its 

product? 

a) Appointed distributoi-s 

b) Own sales depots 

c) C 	agents 

d) Stockists 

e) Chemists & Druggist 

50. Does the company have its own sales depots? Yes 0 No 0 

51.IIas the company appointed C& F agents? 

52. Are .distributor's actions highly co-ordinated with the company's marketing 

strategies? Yes CI No 0 

'53, What categOry under the Drug Price Control ()rder does the company's core 

product ran info? 

category I? 0 Category II? CI Decontrolled? 0 

54. the product is in decontrolled category what priting strategy do you adopt? 

Skinuning 0 	Penetration 0 

55. Is your company's pricing strategy based on competitor's prices? Yes 

No 

56. Did the company need to effect significant chanRes in its marketing strategies 

in anticipation of the patent regime? Yes O. No 0 



57. Which of these methods of market evaluation in terms of customers preference 

for product is conducted by the firm? 

• Survey of doctor's opinions 

•_ Based on frequency of orders 	 0 

• Poll of Customers suggestions and complaints 

• Any other. 

58. Are product development efforts: 

• Technology driven 	 Yes/No. 

• Market driven 	 Yes/No 

59.What is the time-horizon of the company's long-term marketing plan 

60. Do you believe that the Marketing concept should be the sole concern of the 

Marketing department alone or should Prevail across the whole organisation? 

Tick suitably. 

61.Please specify the marketing expenditure over the last 6 years as percentage of 

total expenditure? 

2000-01 	2001-02 2002-03 	2003-04 	2004-05 	2005-06 

62.Are any of these global marketing strategies adopted by your firm? 

• Direct Investments 

• Joint Ventures 

• Licensing 

• Direct exporting 

• Indirect exporting (through independent intermediates) 



63. Which of these Governmental incentives act as a support in marketing your 

product? 

• Export incentives 

• Price preference in Government purchase 

• Tax Concessions 

• Specify if any other 	  

64. Do you face any of these problems in exporting? 

• Lack of information of export market 

• Lack of awareness of export formalities 

• Lack of export infrastructure 

• Price competition 

• World Trade organisation trade barriers 

• Customs duties and formalities 

• Lack of fund / Working Capital 

65. Rank these in terms of competitive pressures facing your firm. 

• Threat of new entrants 

• Threat of substitutes 

• Bargaining of suppliers 

• Bargaining of buyers 

• Competitor rivalry 

66. Rank these factors in accordance with their importance for your firms success 

• Technology — related — research, innovation 

• Manufacturing related — low cost, fast delivery network 

• Marketing related - sales force, packing, service. 

• Organization capabilities — information systems 

• Locations 

• Patents 



67. What are the objectives of your pricing policy? 

• Maxiinization of profits 

-41—Discouraging entry of competitors 

• Penetration of markets 

• Any other 

68. Which of these pricing methods are employed? 

• Cost plus or Full costing pricing 

• Pricing for a rate of return 

• Marginal cost pricing 

• Going rate pricing 

• Customary prices 

69. What factors influence your firm's pricing strategy 

70. Any specific pricing problems faced by the firm? 

71. Does the company have its own warehousing and storage facilities 

Yes 0 No 0 



72. Which of these sales promotion activities were carried on in the last 5 years. 

• Trade fairs and exhibitions 

• Free samples 

• Correspondence 

73. VVhich of these strategies are pursued for existing markets? 

• Market Penetration 

• Product Development 

• Any other 	  

74. Which of these strategies are adopted for new markets? 

• Market Development 

• Market expansion 

• Diversification 

75. In the last 5 to 10 years, did the firm undertake any of the following: 

• Retrenchment from unprofitable markets 

• Reduction in the number of Products offered in the market 

• Divestment of part of business to another organisation. 

76. Name the intermediaries /channels involved in taking the product to the final 

consumer. Kindly specify the function of each channel. 



77.Do you face marketing problems due to changed economic environment? 

• Competition from large units : Yes 0 No 0 

• Competition from MNC's : Yes 0 No 0 

• Competition from SSI units : Yes 0 No 0 

• Recession in Market : Yes 0 No 0 

• Government policy & Procedure: Yes 0 No 0 

• Absence of group approach: Yes 0 No 0 

• Any other, please specify: Yes 0 No 0 

78. In your opinion what are the specific marketing strategies that are most 

helpful in marketing Pharma Products? 

79. What are the company's plan's to boost exports? 

80. What assistance from the Government would you like for your marketing 

success? 



Appendix 

Market Orientation 	 Key items 

(Intelligence Generation) 1. Whether company has an active marketing Department. 

2. Whether company is considered as product-oriented or 

market-oriented. 

3. If the company develops strategies and programmes to 

market its products 

4. Whether business plan's are formulated based on market 

research. 

5. Whether company establishes its specific marketing 

goals by assessing environmental problems and 

opportunities. 

6. Whether company estimates its market potential based 

on periodic sales forecasts. 

7. Whether it assesses its strengths and wealcnesses in 

relation to competitors. 

8. Whether it maintains market databases to estimate sales 

potential. 

9. If it has a feedback mechanism to evaluate customer's 

response to its product. 

10. If Marketing department conducts surveys of sale of 

products that directly compete with the company's 

product from retail chemist. 



11. If information is gathered by the company about 

prescription behaviour and prescription habits of 

doctors in the target area. 

12. if distributor's action are coordinated 	with the 

company's marketing strategy. 

13. Whether periodical reviews are done to estimate effect 

of changes in business environment on customers. 

14. Whether evaluation is done based on customers 

suggestions and complaints. 

B. Market Orientation 	Key items 

(Intelligence Dissemination) 1. Whether company conducts interdepartmental meetings 

to discuss market trends and developments. 

2. If other functional departments are involved in planning 

for markets. 

3. How often interdepartmental meetings take place in a 

year. 

4. If company's MR's are involved in strategic market 

planning. 

5. Whether marketing concept prevails across the whole 

organization. 



C. Market Orientation 	Key items 

(Response Design and 	1. Whether company marketing strategy took into account 

Implementation ) 	 the implementation of the TRIP' s agreements. 

2. Whether principles of market segmentation drive 

marketing efforts. 

3. If company has its USP that gives it distinctiveness over 

others. 

4. Whether company effected significant changes in 

marketing strategies in view of patents regime. 

5. Whether pricing strategy takes competitor's prices into 

account. 

6. Whether global marketing strategies are pursued to add 

value. 

7. Whether penetration strategies for existing markets are 

pursued. 

8. Whether market development strategies for new markets 

are pursued. 

9. Whether restructuring in last 5 to 10 years undertalcen 

10. Whether technological advances or market research 

drive business plans. 

11. if efforts are made to project the company's image as 

an ethical and responsible organization. 
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