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The report refliects the cost-benefit onalysis underteken by the
consultant for the cultivetion end collection of various medicinel and
aromotic plents token up in the production programme of the
Herbs Production end Processing Company Lid, e public company set
up by the Nepaiese government to commercially devalop the country's
potentiel in this field. Recommendations are provided tc enhonce the
profitibality of this venture.

in order to sireamline the internal plenning and menagement of
the compony, o procticel WWOS developed.

Merket resesrch was underieken in Nepal, Theiliond and Western
Europe, to investigote the market potentiel of the praducts taken up in the
production programme, and to of fer advise on how to approach
potential customers.
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1. SUMMARY

After the completion of 8 three month assigament for the
project in Nepel, which focussed primarily on cost-benefit anslysis (1),
it was decided useful to take a closer look at the market potentisi for
herbal extracts, since it waes in this field that the HPPCL encounters
most difficulties in selling its products.

About 20 firms offering some scope for 8 market outlet
were visited, in order to arrive at a general (although not
comprehensive) picture of the merket structure for herbel extracts in
western Europe. From this, we tried to derive some conclusions about the
real market potential, ond the ways to approsch this merket.

In sddition , reaction of potential buyers is also given
on a8 product-by-product besis.

(1) See report deted 25 April 1986




11. CONCLUSIONS AND RECOMMENDATIONS

A. CONCLUSIONS

1. As opposed to essential oils, developing countries have not
been able to penetrate the European market with herbal extracts,
and this for several ressons:

i. The importance of botanicals in registered drugs is steadily
declining in Europe, because of:

- the fact that the European legisiation for accepting new
drugs has become more and more strict over the years,
and it is especially difficult to have new drugs registered
that contsin natural ingredients, mainly because of
problems of stendardization.

- the continuing search for finding synthetic alternatives
for ~atural products, since the former often have clesr
adventages for the drug manufacturing companies in
terms of standerdization, reliability and cost of supply.

Since the market is not expanding, aliternative sources of supply
ore seldom sought after.

ii. The Europeasn, and even the world market for herbsl extracts
has an oligopelistic nature: a few companies (one or two in each
country) operste in this field, and moreover competition is
restricted becsuse of co-operation between some of these firms.
It is difficult for a company from s third world country to
obtain & place in this market.

iii. European extraction companias have nat much interest in
offering some room for herbal extracts from developing countries,
because:

- it may result in under-utilization of their own
production capacity.




- product specifications given by clients ere such that
the genersl information as found in pharmacopoess
is insufficient to menufecture an acceptable product.
Frequent ond close contect between meonufacturer ond
client is often necessary, ond this is impossible with
a company in o developing country.

- European legislation is also paying attention to stenderds
for herbicide, pesticide and increasingly basic metel
content in botanicels. Developing countries often do not
heve the required analytical set-up to deliver these
data on o reguler basis. Especially with products from
indis, menufacturers claimed that crude botanicels often
contain unecceptable levels of pesticides and herbicides.

- For most products, extraction compenies have cheop
sources of supply for the required row moterials.
Nepa! has on extre disadventage becouse of its land-locked
position, end therefore cumbersome and expensive
transpert of the raw meteriel.

It was found thet CIF Homburg prices

of botanicals thet could be supplied from Nepal, are
of ten as low es the ex-factory price of the Herbs
Production end Processing Compeny Ltd (HPPCL). This
wes the case for e.g. Veleriona Wallichi, Rouwolfie
Serpentine end Atrope Belladonna.

2. Besides the use of botenicals end herbel extracts in registered
drugs, there is en expending demend for these products
in cosmetics and so~called “slternetive” products like herbe!
teos, copsuies etc... thet ore sold in "health shops®, reform
ond dietery food shops, and since o few yeors olso in depsrtment
stores, These products ere governed by the food lows, that
ore less strict then the reglementation for pharmaceuticals.
Moreover, developments in this sector go so fast thot
governments ore unable to closely scrutinize every new product
entering the merket. There moy be & chance for Himelayen
herbel products entering the merket, if this is done in o
proper menner (see recornmendotions).




B. RECOMMENDAT!OMS:

1. There appears to be only minimal scope for Nepalese producers
to enter the market for extracts used in the pharmaceutica!
industry, for the reasons given above. Only a well-conceived
ond well-implemented progremme to produce o voriety of
high quality extracts on & joint venture basis with user
companies in Europe, would have a chance of succes.

2. Much more scope exists in developing a product-line based on
Himalayen herbs, for the so-called alternative sector.
Here also it is required to produce high quality products,
It is deemed necessary that this is done in co-operation
with s Europesn firm that is well established in this sector,
and that can take the responsibi lity for product-choice,
packaging and morketing.

3. For some products (like Diosgenine, Xanthotoxin, Rauwoifia
serpentine roots), there is o possibility for selling these
products through European companies trading in these.Some of
these compenies are given in the Annex.
in this case it is required that the HPPCL develops o
regular competitive (both price and quality wise) production,
ond that o sales representative is appointed in Europe to
finé and maintain contact with customers.

4. Regional markets may offer greater possibilities for selli ng
HPPCL herbael extracts becsuse they still rely more on
drugs from botanicol origin, and because herbal extracts are
mostly imported from the west, rather than produced
in the country itseif.




11). PRODUCT - WISE CONCLUSIONS AND RECOMMENDAT IONS:

A. Atrope Belladonno

The importence of this herb is becoming less
in western medicine, since an increasing number of the drugs
derived from it have been synthesized (1). Nevertheless, there
is still o demand for the herb as such, as well for its extract.
Dried belladonna herd of standard quality at present has a price of
epproximetely 3 DIM per kg, CIF Hemburg. The source of supply is
tostern Europe, ond there is no scercity of the product. it is very
important thet s supplier determines the alkaloid content of &
perticuler lot, since this is the main element thet will determine
the price.

A Belgion company, CONFORMA NV, showed on interest
in a 3% soft extract as produced by the HPPCL. Meenwhile however,
Conformas informed thot solubility of the soft extract was too
low according to the Europeon phermacopoes, and as such
unacceptable ot present.

In Theilend, the ° Government Pharmaceuticel Orgenizetion®,

o public company requires sbout 1,900 litres of belladonns
tincture (B.P.) per year, which is the equivalent of about

400 kg of soft extroct, as produced by the HPPCL. At present,
the Thoi compeny utilizes an extract from William Ransom

& Son Ltd (UK.), s compeny thet produces o highly concentrated
extroct.

B. Diosgenin

A visit wes paid to Anderd Mount, the compeny with which the

the HPPCL has o joint venture sgreement for the production

of diosgenin. It was cleor from the discussion that, aithough

the egreement has not moterielized so for, Anderd Mount

is still very much interested in it, ond is willing to assist

in technology probiems encountered by the HPPCL. It is therefore

imperetive thet production is teken up as soon as possible.
Other compenies thet showed an interest in purchesing

diosgenin ere Globe Pharmaceuticals in Hemburg and Wynmouth

Lehr in England.

(1) See ITC UNCTAD/GATT, Markets for selected medicine! plants and their
derivetes, Geneve 1982, p. 86




C. Swertio Chireto

Recently an increased demond for Swertia Chirsta
herb has been noticed. Most probably, the product has been
discovered by the beverage industry as an alternative bitter
product.
This increased demand was confirmed by herb traders in Hamburg.
One trade source informed that the prevailing CIF price for whole
Swertia Chirate herb was 5 DM/kg. The product.waes the sold on
to extraction comosnies in ton lots.
Given the low price of the raw material and the obvious demand
for the product, it could be very interesting to produce an extroct
es required by the beverage industry. Given the technical ond
marketing difficulties involved in this, it would be advisable to
either work together with an extraction compeny (like Plantextrakt)
or a company trading with the beverage industry {like Brenntag ux)
for developing such a product. Both companies promised they
would check out the potential for such a venture.

. Rhuberb root:

None of the compenies visited showed an intersst in o totel
extrect of Rhuberb.

As for as the root is concerned, the People’s Republic of China
seems to have a very strong position for this product, offering
about 20 different quolities of Rhuberb root."The Government's
Pharmaceutical Orgenizetion™ in Thailend buys Rhubarb root
from China for menufacturing Rhuberb tincture.

E. Rauwolfia Serpentine:

This is enother natural product thet has decreased in importance
due to the development of synthetic alternatives.

Only one company showed an interest in it: Boehringer Mannheim
in the Federal Republic of Germany. The company however has no
interest in purchesing 6 totel extract, since they use Rauwolfie
root powder in the preparation they manufecture. Rauwolfie

from different sourcos is mixed to errive ot o product of stenderd
quality, mainly for sale in the U.S. merket. Yearly Boehringer
Mennheim requires about 10 tons of Rauwolfia roots.




F. Valeriena wallichii snd officinalis:

For pharmaceutical Valerian preparations in Europe, Valeriena
officinelis, or Europeon Velerian, is required in procticelly all cases.
For export to third countries, Valeriana Wallichii is sometimes
used, because it is clearly cheaper.

Recently however, the prospects for non-European Valerian

for pharmaceutice! use have even become more bleek, becsuse

of suspected carcinogenity of velepotrietes. Mexicen Valerien has
the highest contents of valepotriates, followed by Velerions
Wollichii. Veleriono officinalis only contains o small percentage of
volepotriates (less then 0.5%), and these con be destroyed in the
extraction process. At present it is required in Germeny thet

it cen be shown by onalysis that Valerien extract does not contein
valepotriotes.

Yelerions waellichii roots only fetch a low price in Europe.

CIF Homburg prices are only around 1 US-doller per kg st present.

G. Xonthotoxin:

Globe Pharmaceuticals in Hemburg buys ebout 10 kg per yeer

of this product from India. The product is then sold on to Mexico.
There ore some doubts however thet Xenthotoxin might provoke
heslth hazeards, and as such the demend is less then whet it used
to be.

Globe informed thet the price psid wes around 800 US-dollers per
kg., ond thet they were willing to switch to o new supplier if

the price would be attroctive and the quality occeptabie.




H. Some essential oils:

In general, compaenies visited were much more open towards
purchasing essential oils from developing countries than
towards purchasing herbal extracts.

There was ¢ special interest in promising new essential oils and
oleoresing from Nepal. Some of the products that were
discussed are:

* Zoanthoxylum ciatum essential oil:

A compeny in Englond (Albion Botanicals Ltd) is interested
in using this essential oil in the manufacturing of herbal
toothpaste. Some toxicology studies are underway.

A few yeors ago Bush Boake had imported Zanthoxylum fruits,
and made some 200 kg of essential oil. At 65£ per kg

no demand was found for the oil however.

% Sugendha kokila essential oil:

Several of the companies visited showed an interest in this
new essential oil, as well as in its concrete and absolute.
Especially R. Sarant & Co. Ltd. had an interest in the concrete
and absolute. The absolute however should be free from
cinnamic acid, as stoted by the company’s chief perfumer.

* Ginger oil and oleoresin:

In these products wWynmouth Lenhr end R. Saren . & Co Ltd. were
interested. The 1ast company suggested to tiend some 4%
of the essential oil in the oleoresin.
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* Davene essential oil:

R. Serant & Co. Ltd. was also interested in gcod quality
Doveno oil, o product used in the soft drink industry.
Present prices were quoted at around 85 £ per kg.

* Acorus celamus essential oil:

No compony was interested in this oil. As a constituent of
flevours, it is benned since severel years, becouse of the
suspected corcinogenity of aserore. Since the product

is considered unsafe, it is bonned in perfumery as well.




ANNEX

List of companies visited:

West- Germany:

H. Ambrosius GmbH
Mittelweg 118
D-2000 Hamburyg

A. Galke GMBH
Postfach 1120
3363 Gittelde

Globe Chemicals GmbH
Bleichenbricke 10
D-2000 Hamburg

Boehringer Mennheim GmbH
Sendhoferstrasse 116
D-6800 Mannheim 31

Belgium:

Flore sp.r.l.
Chaussée d'Ecaussinnes, 146
B 74990 Braine le Comta

11.

Mortin Bauer KG
Luneburger Tor 9
D-2100 Hampurg 90

Kaii-Chemie AG
Hons Boehler Allee 20
3000 Hannover

Caesar & Loret2z
Hilden

Plantextrakt GmbH & Co. KG
Dutendorfer Str.S -7
D-8531 Vestenbergsgreuth

Conforma NV
Dendermondse steenweg 345
Destelbergen




Albion Botenicals Ltd.
84 High Street
Coton/cambridge

Ubichem Ltd
2681 Hithermoor Rd
Staines - Middlesex

Steetley Chemicols Ltd
Berk House PO Box S6
Basing View Besingstoke
Honts RG21 2E6

Brenntag UK Ltd.
Brenntag House

45 High Street
Hamptoin wick
Kingston upon Themes

Anderd Mount Group
Ansver House 24/28 London Rd.
Wembley - Hiddlesex

Wynmouth Lehr Ltd.
158 City Rood
London, EC1V 2PA

R. Serent & Co. Ltd.
Priestley Road
Besingstoke

Hents RG24 SPU






