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Abstracts

In 2008, the medical wholesale enterprises in Chinese medical circulation industry were

about 12 thousand in small scale. Only about 5 hundred exceeded the annual sales

amounts of 50 million Yuan (7.1 million USD). The top three medical circulation

enterprises accounted for 20% market shares of the total medical sales amounts. In the

mature market, the medical industry was highly concentrated. The top three American

medical circulation enterprises accounted for 90% market shares and 70% in Japan.

Chinese medical circulation channels generally can be divided into two steps: one is the

wholesale and the other is retail. The circulation channel of Chinese pharmaceutical

market is that the manufacturers sell their medicines to the retail dealers through the

wholesale dealers. However, Chinese pharmaceuticals are not separated operation.

The pharmacies in the hospitals, as special and monopolized retail link, account for over

30% market shares of the pharmaceutical retail market. The pharmaceuticals in the

hospitals will be 3 or 4 folds prices from the manufacturers to the patients, leading to the

retail prices of Chinese pharmaceuticals.

As the pharmaceutical safety and the usage costs become more and more important,

Chinese generic pharmaceutical industry and medical circulation industry will be

favorably affected by the medical reform policies, and Chinese medical circulation

industry is speeding up their market integration. To condense the circulation link is one

of the medical reform trends. In the traditional pharmaceutical industry chains, the

added prices in the circulation links are one of important factors leading to the high

pharmaceutical prices. Therefore, the supervision departments will probably replace

some small circulation enterprises through strictly implementing the professional

standards.
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It is favorable for the large medical separated sales enterprises to flatten the

medical circulation. The circulation enterprises in large scale will become the major

channels of the separated sales. From now on, the medicines will be distributed by the

large circulation enterprises regardless of the community hospitals or the new rural

medical centers, which is convenient to supervise. The separated sale networks are of

great importance for the circulation enterprises. The price-negotiation ability of the

enterprises in large-scale will be strengthened in the circulation link, and the large

circulation enterprises are the regional second class pharmaceutical stations. Under the

circumstances of the medical reform, they will be more advantageous when the

government choose the distribution enterprises. Therefore, Chinese medical circulation

industry is integrated by mergers and acquisitions to change the previous large

quantities and low concentration.

In 2009, it is pointed out in Chinese New Medical Reform Advises that the retail guide

prices of the essential pharmaceuticals used in the government public medical

organizations are determined by the state; the provincial governments decide the

purchase prices; the essential pharmaceuticals are purchased by public bidding, unite

distributed, cut down the intermediate links, publicly bid by the provincial designated

organizations and distributed by the chosen distribution enterprises. The advice will

inevitably accelerate the rights for the provinces in the medical purchase.

?

It is unavoidable that the regional governments will take protective measures in the

process of purchase in the future. However, the national-wide medical commercial

enterprises will become the first choice for the regional governments and the

pharmaceutical enterprises because of their advantages in marketing channels and

price-negotiation abilities.

?

Meanwhile, because of the strong medical circulation enterprises in Shanghai, Jiangsu,

Guangdong and Beijing etc and the high medical security level, regional protectionism

will become the hot topic in Chinese medical circulation industry.

As for the canceling the additional medicine expenses in the hospitals, it is generally

regarded as the favorable factors by the medical commercial enterprises. At present, 30

to 40 percent medicines are sold through the hospitals and the left parts are sold

through other channels.

Apart from the medicine prices, it is clearer for the development of the medical

circulation industry to reconstruct in the future in the new medical reform advices which

concludes propelling the mergers and acquisition among the medical circulation
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enterprises, developing the united distributions, realizing the operations in scale and

encouraging the development of the chain retail stores.

It is predicted that after the implementation of the medical reform, massive medium and

small medical circulation enterprises will be closed down. A new shuffle will occur in

Chinese medical circulation industry. Because the manufacturers need to face the

terminal policy regulations directly, in objective sense, it enhances the manufacturers’

advantages in the competition as well as the position in the medical circulation.

However, the medical circulation enterprises will be in the dilemma as well as the

position decline. During this period, the shuffle and replacement in the medical

circulation enterprises will be deteriorated. The large enterprises with abundant capitals

will expand and extent the channels, but the small enterprises will have little choice to

distribute the medicines for the manufacturers and probable to be replaced.

At present, Chinese medical circulation giants have speed up their distributions in the

whole country. In the beginning of 2009, the dominator of Chinese medical circulation

industry, Shanghai Fosun Pharmaceutical (Group) Co., Ltd had invested 600 million

Yuan (87 million USD) in China National Medicines Corporation Ltd so as to construct

its retail networks all over the country. Another giant Jointown Pharmaceutical Group

Co., Ltd was speeding up its distributions in the whole country, which was planning to

set up 15 branch companies, 100 second class distribution centers and 5,000 chain

retail stores.

More following information can be obtained in this report:

- Present Development Situation of Chinese Medical Circulation Industry

- Chinese Medical Circulation Channels

- Development Environments of Chinese Medical Circulation Industry

- Factors affecting the Development of Chinese Medical Circulation Industry

- Major Merger and Acquisition Cases in Chinese Medical Circulation Industry

- Merger and Acquisition Trends in Chinese Medical Circulation Industry

- Development Trends of Chinese Medical Circulation Industry

- Merger and Acquisition Opportunities in Chinese Medical Circulation Industry
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