name of project


manufacture of antibiotic materials


objective of project
Objective of the Projects is to manufacture materials for Amoxicilin and Cephalexin antibiotics to GMP standard.

form of investment
joint venture

introduction 

on 
1
Name of Vietnamese Party:

Central Pharmaceutical Company No. 2

Authorized Represented by 

Mr. Nguyen Van Hoa -          

Director and 

Mr. Nguyen Cong Toan - Director of Hanoi Branch
2
Head office:136 To Hien Thanh, District 10, HCM City.

Branch: No. 60B Nguyen Huy Tuong, Thanh Xuan District, Hanoi City and No. 188 Road Feb.3, Can Tho City.

Tel:
Fax: 8584368 (Hanoi)


vietnamese party
3
Main business line:

- Import-export of drugs, oriental medicaments, cosmetics, medical materials and equipment for drug production.

- Direct distribution of medicines to  provincial pharmaceutical companies and local-to-central medical treatment facilities.

- Reservation of sufficient drugs for disease prevention and treatment.
4
Business result (2001): 

Turn over: US$ 93 million.


5
Company's background:

- Established in May 1975.

- 

- Two foreign invested joint ventures have been already established in Bien Hoa No.2 Industrial Park, Vietnam and in Vientian, Laos.

- Employment: 543 persons.

- Existing facilities: 25,000 m2 of factory; 2,000 m2 of offices; 23 retail and wholesale centers of 1,700 m2 and 2,800 m2 of container freight yards.
6
Market: 
Nation-wide operation and export to Laos.

potentials of hanoi city
1
Being the capital of Socialist Republic of Vietnam and the political, economic, culture, science and technology centre of the country.


2
Stable polotical situation. In 2001, Vietnam has been voted as the safest country  in the Pacific Asia with a stable political base and guaranteed social security.


3
Having good intellectual human resources. Hanoi is gathered with the intellectual human resources which is accounted for 62% of the number of scientists and management cadres of the whole country. There are located in Hanoi 30 universities, 40 secondary schools, 414 primary schools, 24 technical schools and 3 international schools. Hanoi citizens' standard of culture and working skills are rather high. They are able to learn the modern technology and management in very short time. The labor cost in Hanoi is reasonable.


4
Having a big market with a population of about 2.5 million, with GDP growth rate of 11% averaged and GDP per capita of 800 - 1,000 USD. Hanoi also influences to potential markets, such as northern provinces, south of China and Laos.


5
Having stable power supply system.


6
Having stable water supply system.


7
Service fee is lower than that in other big cities of Vietnam and big cities over the world. 


8
Having many Industrial zones (including 5 IZ with foreign invested capital) and fully-made infrastructural facilities.


9
Having a stable master plan of the city to 2020.


10
Being an international transaction and exchanging center of Vietnam.


11
Short time for appraising and granting Investment License.


12
Having long lasting cultural traditions (990 years).

duration
35 years

investmentcapital
1
Total investment capital
US$ 6,000,000 

(Six thousand US Dollars)


2
Legal capital

in which:

- Vietnamese Party shall contribute 37,5% of the legal capital by:

   + Value of land use right

   + Value of factory

   + Cash

- The Foreign Party shall contribute 62,5% of the legal capital by :

    + Equipment and machinery

    + Cash
US$ 2,000,000

(Two thousand US Dollars)

US$ 750,000 

US$ 250,000 

US$ 400,000

US$ 100,000

US$ 1,250,000

US$ 550,000

US$ 700,000 


3
Loan
US$ 4,000,000 
(Four thousand US Dollars)


4
Rate of interest
8,0%/year

The Foreign Party is responsible for loan arrangements.

structure  
1
Equipment and machinery
35%

of
2
Value of land use right
4%

investment
3
Working capital
30%

capital
4
Construction costs
29%


5
Other costs
2%

market
1- Situation of research, manufacture and consumption of Penicillin and its derivatives in the world and in the region:

The penicillin and valued antibiotics business, which is based on the fermentation production and followed by enzymatic synthesis of 6-APA (6-amino penicillanic acid) and 7ADCA (7-aminodesacetoxy-cephalosporanic acid) intermediates, is a great deal. The accumulated value of different steps from penicillin to semisynthetic penicillins is approximately US$ 3.5 billions. The accumulated value of finished products is approximately US$ 6.5 billions.

The penicillin business shows different level of integration from large-scale production of semisynthetic penicillin to the marketing of finished products. The big companies, which pay more attention to integration than that of small ones. Presently, there are five significant manufacturers, such as :

              GIST BROCADES

              SMITH KLINE BEECHAM

              BRISTOL MYERS SQUIBB

              ANTIBIOTICOS

              SANDOZ GROUP

However, each of the above manufacturers can manage one of 5 stages of penicillin production. For example, GIST BROCADES used to be a supplier of intermediates and then become the biggest manufacturer of penicillin. SMITH KLINE BEECHAM manufactures finished products for therapy. ANTIBIOTICOS produces semi-finished antibiotics. BRISTOL MYERS SQUIBB and other companies of SANDOZ BIOCHEMIE and GEMA group sell intermediates, antibiotic materials and finished products. 

There are a few of penicillin manufacturers in developing industrialized countries, mainly in India, Mexico, China and a very small factory in Pakistan. Demand of penicillin in developing countries have been mostly imported from developed countries. The main production technology, which has been currently used by developed countries, are: 

        - Semisynthetic Penicillin Series (finished products being simply imported).

        - Cephalosporin Series (finished products being simply imported).

The demand of penicillin series in the year 2002 is estimated as follows:

       - Penicillin G-V: 26-500 tons

       - Cephalexin:      1,300 tons

       - AmoxicillinL    8,000 tons

       - Ampicillin:       4,200 tons

It is generally said that it is not easy to engage in penicillin business. It requires hi-tech and bif investment capital. Therefore, small manufacturers who prefer buying 6-APA and/or 7-ADCA to self-producing them for their business. The price of 6-APA seems to be high as for limited source of supply. Vice versa, the price of 7-ADCA seems to be low (and stable) as for additional sources of supply in India.

2- Domestic production situation:

In Vietnam, there has been qualitative research of manufacturing 6-APA in laboratory. No publication of 7-ADCA is available. At present, the Central Phamarceutical Enterprise No. 24 has established an joint venture to manufacture two kinds of antibiotics, including Amoxicillin and Cephalexin. The total investment capital is US$ 4 million for manufacture of semi-synthetic antibiotics. The whole of antibiotic demand of penicillin in Vietnam is being imported in kind of materials and finished products. The importation of this kind of antibiotics  increase year by year and is a big share in consumption of antibiotics.

3- Forecast of demand in Amoxicillin and Cephalexin antibiotics and their market of consumption:

Vietnam is striving to increase per capita consumption of medicine to US$8-10 per year from $6 last year and $5.4 in 2000, the Vietnam Pharmacy Management Department has reported. However, the consumption has not been uniform across the country; while it has been as high as $8.8 in some places, it is just $1 in others.

Bacterial contamination is now still high, especially for children in Vietnam. At present, 30 - 40% of expenses for drugs is used to import antibiotics (annually US$ 3  per capita). Therefore, the value of drug importation is annually US$ 70-93 million. The semi-synthetic penicillin and other kinds of semi-synthetic antibiotics are popularly used thanks to their high anti-infectivity.

Almost 10,000 kinds of drugs have been registered, 4,275 foreign, and 5,426 local, with vitamin tablets and pain relievers accounting for most of the domestically-made medicines. The pharceautical sector has 223 firms from from 29 countries carrying on business in Vietnam, while imports topped $417.6 million, increasing 115 per cent from its 2000 level, accounting for 64 per cent of the total domestic consumption. It is clear that the development of antibiotics is potential.

It is indeed essential to set up a joint venture company specializing in manufacture of antibiotic materials for penicillin with an advanced production line, high quality and low cost in Vietnam in general and in Hanoi in particular. These products will control the domestic market and is possible to be exported to other countries in region. 




Consumption


Market
Year 1
Year 2
Year 3
Year 4


Domestic
100%
95%
90%
90%


Export to Laos and Cambodia
0%
5%
10%
10%

profit share
Profit share will be subject to the capital contribution by two parties.

main 
Product
Year 1
Year 2
Year 3

product

Capacity
Turn over
Capacity
Turn over
Capacity
Turn over


Amoxicillin
25 tons
825.000
40 tons
1.320.000
45 tons
1.485.000


Cephalexin
12 tons
600.000
20 tons
1.000.000
23 tons
1.150.000


Tæng céng

1.425.000

2.320.000

2.635.000

demand of raw materials 
The raw materials used to produce amocixillin and cephalexin are mainly 6-APA vµ 7-ADCA, which are mostly imported. Other sub-materials are also used, such as solven, chemicals domestically supplied and imported. Normative for material use is estimated taking 55% of selling price.


The Project needs electric resource of 3 phase, 220V/50 Hz, 300 KW. The demand is estimated about 800 - 1,000 KWh/day.


Water demand mainly used for production and private sanitary, is estimated about 100 m3/month.


Normative for using electricity and water is estimated taking 2% of selling price.

technology 

and

equipment
1- Technology:

The technology to be chosen shall be advanced to satisfy the following requirements:

- High productivity

- Low consumption of fuel and material.

- High quality of product is guaranteed throughout the production process.

- No pollution to the ecological environment.

Besides, the company is required to set up the Quality Control Section and the Research and Development (R&D) Section with advanced equipment. R&D Section will be responsible for researching and developing new technologies in manufacture of high-quality and low-cost products to be marketable.

The foreign party shall be liable to provide production line to GMP standard. The content of technology transfer shall be discussed and agreed by both parties. 

2- Equipment:

Equipment shall be state-of-the-art to manufacture high-quality products, meeting the demand of the market. These equipment are of low consumption of fuel and material for manufacture of products with low cost price. Equipment shall be bought by the joint venture or provided by the foreign party and shall be discussed and agreed by both parties in advance. 




location of project
 1
Area
1,200 m2


2 
Location
Nguyen Huy Tuong Street, Thanh Xuan District - Hanoi City


3
Water supply system
The city network of water supply is available. However, it is required to set up a seperate network of water pipeline for the factory, which is connected with the city network.


4
Electricity supply system
The city electricity grid is crossing the area of project. However, it should be  set up a station with capacity of 300 KW for the demand of production of the factory.


5
Traffic road
The land is situated on the main road. 


6
Land cost 
6 USD/m2/n¨m

employment


128 employees will be recruited in the stable year of production.


 Foreigner:
 3

basic expenses 


Electricity
0.09USD/kwh


Water
0.20USD/m3


Labor cost
Skilled workers: 200 USD/month.

Foreigner: 800 - 1500 USD/month.


Year 1 (USD)
Year 2 (USD)
Year 3 (USD)


309,600
464,400
516,000


Construction cost
150 USD/m2

tax policy
1
Corporate income tax
Tax rate: 15% 



2
Import duties
Exemption of import duty for machinery and equipment, which are imported to become fixed assets of the company.


3
Profit  remittance tax
Tax rate: 7% 

Exemption 

and reduction of corporate tax
Exemption
Exemption of corporate tax for 2 years as from the time when the business makes a profit.


Reduction
Reduction of 50% for three subsequent years.

licensing procedure for investment and construction
1
Setting up project document
30 days 


2
Project evaluation and Investment License issue
 30 days


3
Construction license
30 days


     implementation schedule
· Contribution of legal capital 

· Renovation and construction 

· Equipment installation

· Production commence


Month 1
Month 2
Month 3
Month 4
Month 5
Month 

6 - 12








from 8th month


business results 
Economic benefit


Total turn over


Year 4 (USD)
Year 10 (USD)
Year 25 (USD)


2,898,500
5,134,870
14,784,022


Total costs


3,457,639
4,960,735
11,061,578


Profit before tax


-559,139
174,135
3,722,444


social benefit

The project will recruit 128 employees for the stable year of production. The product price is lower than that of being imported, thus serving low-income people and saving foreign exchange paid for.


contact with 
Hanoi Authority for Planning and Investment

Address:  17 Tran Nguyen Han str. Hanoi - Vietnam
Tel: 84-4-8260257
Fax: 84-4-8251733

API will give you  project profile, introduction of Vietnamese Partner,  assistance procedure for setting up project in Hanoi
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