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Three challenges face investment in drug market

Egwpt's market for pharmaceutical products is estimated at EGP22bn of which 32% is controlled by the state-run Holdipharma

By AHMED SHAWKY

For almost thirty years, Egypt's state-run
Holding Company for Pharmaceuticals was the
sole investor in the local drug market. Some of
its affiliated companies, however, have been
Tiquidated under the privatization scheme of
former president Hosny Mubarak. Their assets
were sold off 10 foreign pharma players, which

uired either ire shares or g g
takes in some affiliates.

Over time, both foreign and local private scc-
tor players have accumulated influence over the
Jocal pharmaceuticals market at the expense
of state-owned rivals. Some industry officials
even assert thal certain investors do exercise
monopoly over specific geares of pharmaceuti-
cals and dominate pricing and market policies.

Despite these developments, the Holding
‘Company remains the sole outlet for the state (o
supply the market with subsidized medicine at
prices lower than th | cost of
puudm:uun The company also guarantees sup-
plies of medicine to state-run hospitals and the
General Authority for Health Insurance, hence
the demands by some Iwn]lhwtof officials for

the

I'M- | it s
a!'ﬁhnm peci licies, to curb
losses. Others, huwever urgt?oc pmmrslup:
with i nhzrm.-u

for churming out new products for the local
market and overcoming the impacts of bad
pricing policies.

The holding company has eight subsidiar-
ies for pharmaceuticals production: Chemical
Industries Development (C1D), Nile Pharma-
ceuticals, Memphis Pharmaceuticals, Mist Co.
For Pharmaceutical Industries, Kahira Phar-
macenticals & Chemical Industnies, Alexandria
Pharmaceuticals, Arab Drug Company for
Pharmaceuticals and Chemical Industries, and
El Nasr Company for Pharmaceutical Chemi-
cals, In addition, the company owns two af-
filiates for distribution of medicing and another
subsidiary for production of chemicals, packets
and medical requirements.

The Egyptian market for pharmaceuticals
amounts to EGP22bn a year in addition 1o EG-
P8bn in stocks and production inputs, aceord-

Drugs industry shows hunger for capital, raw material producers
The market grows at 12% a year despite adverse conditions on pricing policies
and uptick in foreign exchange value

By AHMED SHAWKY

Egyptian ph Is business group is the March eco-
i it, citing recent acq of labs s evid
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Pharmaceutical Industry Dr. Osama Rostom said that the Chamber has.
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for a long time, a5 well & the recent rise mdﬂﬂhluffﬂ!lsncmnms
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which raises the cost of th industry material is
bought from abrodad.
He indicated tha there are pm’:mdmwllkpmuuddmngh{mhs

He urged the government to move su-
pervision over the holdin, a5(:::r!|1:|any to the

Ministry of Health instead of the Ministry
of Investment for facilitating state support.
“Supervision of MoH at present is regtricted
to inspection of the company s labogatories
and setting forth pricing policies,” he said.
There is also no coordination between the
of and the i
of Health against market vacillations from
which Holdipharma is suffering. “The Minis-
try of I refuses any for
reviewing pricing pohms as a jurisdiction of
the Ministry of Health,” he notes.
*s share in the local market for

and that high priority for the p
tor in Egypt. These projects are in the form of establishing & l‘m:nuqu fo(
manufacturing pharmaceutical raw materials, which are used by the
mmullcﬂ factories and which are currently being imported. Hunddm

ical factories

v, which sh L .".

ing to Mohsen Ahmed Hussein, the
director of the state-run Egyptian Pharmaceuti-
cal Trading Company. As the largest state-run
distributor of medicine, his company’s tumaover
is estimated at EGP3.5bn a year, making up
25% of total drugs sales. The company distrib-
utes local and foreign-produced drugs as well
a5 products of private sector players.

“The holding company s market share is
estimated at 30%, with the majority distributed
through Egyptian Pharmaceutical Trading,”
Hussein said. Private sector players distribute
the remaining portion. Holdipharma's share
nflnczld.rug production ranges from 12% to
15%, he said, adding that do exist

dml# mmumwudthguﬂhfwh investor,
d that the general shere in Egypt is attractive for

f this project will make Egypt a center for the export
of raw materials to the countries of the world
Hepolmdounhal &us pm)ect wllihumphnwmdmgjlapmrv
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in the field of p s, s the sector achieves a 12% an-
nual growth rae despite the problems it expenences, which is in the form
of the compulsory pricing of medicines and the invariability of this pricing

brand name but with similar p and

stan promaote Egyptand send a message of reassurance o the investors
saying that the situation is stable and suitable for investment.

He attributes the

yptiandrug ~ wages and benefits, ising energy costs, declin-

indications,” he remarked. Egyptian imports
of medicine range from EGF3ba to EGPabn a
year, Hussein estimates, noting that local pro-
ducers control the majority stake of the market.

He points out that his company impots some
p!mnocuun.al products and stralegic nutrition

but are very limited in size
“Some of the brands m:mpuhzed hy local

such as insulin and dairy prod-
uets. But subsidiaries of the state-run holding
company and some private sector players are

or fareign private sector cc nd their

B ly ill-prepared for comy inover-

companies and lhelrmahullly to qualify for
complex quality requirements of foreign mar-
kets to the Icmslh:y incur from the policy of
low-pricing. “Egyptian companies also face
difficulties in spending on advertising and pro-
maotion due to liquidity shortages,” he argues,
Holdipharma is a loss-making company due
1o low-pricing policies, according to Hussein,
who notes that prices are usually lower than the
costof production. “Various factors exacerbate
oblem, including increasing worker's

ing exchange rates and growing costs of im-
ported inputs,” he remarks,

The problem lies in legislation and regula-
tion of the drug market not in the existence
of foreign pmduoer:]ofmeducme in Eypl
Hussein says that regulations in Egypt
low-pricing policies on Egypuaninl mu:kpgl.:
but foreign companies are free (o decide their
own policies cmblmgtbem to spend mare on

and g con-

ferences for physicians.

pharrnm:ul!cals is estimated at 32%, or EG-
P7bn of a total market of EGP22bn. Forei
and Egyptian private sector players control t
remaining portion.

The pany’s chai and i
director Mohamed Hassanin has urged the gov-
emment to revise pricing policies, noting that
Holdipharma sells about 500 brands cheaper
than the cost of production, making annual
losses estimated at EGP150m.

He asserts that state suppor to the company
sllilhlfﬂ::&csls important, but cooperation and

tiph P’ intemati l:xpemsc
Indmhnul.ugy |mwvenmts “Partnerships
exist between the public sector companies and
foreign private operations in production of their
brands in local laboratories.” he remarks.

One example of such partnerships is the co-
operation between CID pharmaceuuca]s and
Roche Pharma on uction of anti-cancer
medicines in CID's labs. curbing down the cost
of medicine for the Egyptian patients, accord-

ing 10 Hassanin,
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