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(a) Bangladesh 

rxtrin~ lNI!X> IV, OOt:h the .Minister of Industry and the Perrcanent 

Secretary requested assistance in joint ventures and other investnent 

projects in ~ phantaoeutical i.ndu::try, within the franework of 

follow-up to the I.nvest:rcent Proootioo M:eti.ng held in Bangladesh in 1982. 

(b) ~ 

As follow-up to the Nepal Investrrent Pratotion M:eti.ng held in 

Ji.me 1984, a general assessrrent was requested by several Nep.ilese 

project sponsors regarding pharna.ceutical joint ventures based oo 

rredici.nal plants, with tlie objective of beccming ir.dependent fran 

inported active ingreO.ients. 

(c) Pakistan 

During the Nepal Investrrent Fraroticn Maeti.ng in June 1984, 

Mr. Soanro proposed mixed Nepal-Pakistan joint ventures as \11.'el~ as 

pharnaoeutical invest:nent projects in Pakistan and asked for assistance 

in this respect fran the Investrre."'lt Co-operative Pr03ra:rme. Dun.ng 

UNIOO JV, this request was confimed cy tht Minister of IndlJStry. 



' I . 

1. To assist project sponsors in Bangladesh and Pakista.. in 

establishing joint ventures in the P'lannaceutical industiy. 

2. To elaborate project profiles on phannaceutical projects. 

3. To discuss technical and econanic details of investnent projects 

which are under consideration by private and public prc-ject sponsors 

in Bangladesh and Pakistan, based on a-vailable questioonaires. 

The work should lead to the setting up of a phaI:maceutical pla.!t 

in Bangladesh and a phannaceutical plant in Pakistan, each 

producing a nurcber of phannaceutica.l products. 

4. To identify cheap sources for the active ingredients far 

suc.11 phaotaceutical products outside nontel. camercial charmels. 

5. To identify possibilities to also use nedicinal plants for 

isolating active cx:r.p:>unds to be produced by the planned joint 

ventures. 



NEPAL 

Nepal's phamaceutical rrarket is relatively srrall: NRs 200 millicn 

(US$ 11. 75 million eqcivalent). For th.is reason, no large transnational 

pharnaceutical concern operates in the crnmtry, which i."!p.Jrts a 1..nost 

90 per cent of its pharnnceutic.:a.ls frcm India. 

~t of the rredicinal plants used for phannaceuticals are 

gram in Nepal. Because the oomtry is land-lock.€""., export has proven 

difficult, and Nepal depends on Indian ports and traders for the bulk 

of its export 'Lansacticns. 

1. R:?yal Drugs Ltd., Kathrtandu 

Lxal production of pharrraceuticals is to a value c~ NRs 25 million, 

of which the share of Royal Drugs Ltd. is NRs 19 million. Its General 

.Manager, Dr. Shrestha, pointed out that the carpany develops its cwn 

products. 

The a::mpany has nodem !TBChinery {purchased wit."1 donations fran UNICEF), 

goo..: storage facilities and well trained staff. HONever, production capacity 

is low. 

Royal Drugs fills 50 million hard gelatin capsules, at an inport rost 

of US$ 150,000. Corrpared to the total sales ·.ralue of about US$ 1.2 million, 

this productioo is unn~ssary. 

While the ~Y is not interested in obtaining prodl.x:tion kna.1-how, 

it would like to see the =reation, with UNI!O's Sl.lpFOrt, of an internaticnal 

rcrw :material "bank" to offer cheap ra:w materials to produ=ers of pharnaceuticals 

in developing oountries. 

2. Departuent of Medicinal Plants, Kathmandu 

The Cepartrrent of Medicinal Plants is well equipped. Its main function 

.:.s basic research and developrent of extracts and essential oils, for which 

it has a pilot plant. 



NEPAL (2) 

3. Berbes Production and Processing Carpan.y Limited, Kathmandu 

'lbe ent.erprise was established as an offshoot of the ~part:rrent of 

M:!dicinal Plants, with which it works closely. Its activities centre around 

the production of extracts and essential oils fran local nedi.cinal plants 

to substi tut.e inported synthetic substances and the production and export 

of eJq;:e.?lSi \'e extracts or ae'""o..i. ve ingredients fran nedicinal plants. Because 

of the high o:::>st of these products, they can be exported by air freight, 

and do not have to pass through India. 

The plant, which was supplied by India, is still under constructioo 

and is only partly operational. The technology is outdated, and sensitive 

substances cannot be processed. 

sunnar; and Peccmrendaticns 

It is the opinioo of the consultant that the establi.shnent of a 

rredicinal plants extraction unit in Nepal would be a ·.riaole operation to 

substitute expensive in;:orts and earn foreign exchange savings through 

exports. UNIOO should assist in this effort, by locating suitaLle foreign 

partners and financing. 

ProSI'.ects for exporting redicinal plant extracts seem to be good. 

European fi.tms would be interested in securing a continoous and regular 

source of supply of extracts, and in retum they would probably be willing 

to supply Nepalese enteJ:prises with the knew-how for producing the extracts 

and acti Vl~ ingredients, as well as to enter into buyback or carpensatioo 

trade agr•3el'rents. 

... 



.MEFrIN::; WITH MR. SCXJOO (PAKISTAN) 

As Mr. Scx:mro was unable to :r:eet the consultant in Pakistan, due 

to an i.rrportant engagercent outside the comrtcy, a neeting was arranged 

at IDndon Airp:>rt. 

Mr. Soanro is the o.-mer of several businesses in Pakistan and is 

interested in establishing a pharrraceuti.cal production. To this end, 

he requested lJNIIX)'s assistance in locating suitable joint venture 

partners, in the transfer of pharnaceutical producticn kna,.-how, and, 

if nece..:;sary, in the rrobilizaticn of financial. resources. 

Although Mr. Socmro has sound general c:amercial experience, 

he lacks pharmaceutical production know-hew and has only a general 

knowledge of the phannaceutical market. 

r ·ule in theory Pakistan's pharmaceutical market is open, in 

practice it is in the hands of the large transnational cx:ttpanies 

producing brand nane products. There would therefore be large scope 

for producing generic products, based on inported active ingredients. 

The consultant subsequently wrote to Mr. Soanro giving his 

suggestions for possible narket opportunities (Annex I). He requested 

the entrepreneur to fill in the questicnaires the consultant had drawn up 

so as to obtain a better overview of the phal:rcaceutical market in Pakistan 

and obtain nore details of t.he products Mr. Soanro envisages producing 

(Annexes II and III). After the ronsultant has analyzed the cmpleted 

questionnaires, he will be in a position to provide nore ooncrete 

advice, including setting up joint ventures and searching for suitable 

partners. 
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Dr. lrich Horvath 
Pharmaceutical Consult 

Mr. 
Iftikhar Ahmed Soomro 
301, 5rd Floor, 
Standard Insurance House 
I.I. Chundrigar Road 

Karacni 

Pakistan 

Dear Mr. Soomro, 

ANNEX I 

Sundgauer StraOe 162 
1000 Berlin 37 

West-Germany 

22. Oktober 1984 

I refer to our r;1eeting at London Airport and our discussion about production 
of pharmaceutics in Pakistan. 
Subsequent I visited Bangladesh and Nepal so that I now have some experience 
and knowledge in this area. ProbRbly the antibiotica market in Pakistan is of 
particular mear.ing, too so that it would be indicated to concentrate on this 
first. 
If it is your intention to get. a market response with low investment, : suggest 
following procedure: 

1. Setup of a pharmaceutic production for empty hard gelatin capsules and 
liquids. Both can be packed in glasS'f'lasks. No highly trained staff is 
needed for these two pharmaceutical formulations. 
The investment on machines and eauipment for a capacity of 40.000 capsules 
and 200 i liquid per day would amount to less t'1an US $ 40.000. 

2. Complementary the import of tablets, coated tablet~ in a bulk and their 
packing in Pakistan. 

3. I suggest to cor.centrate on well-known substances even though generika 
products were not very successful as you mentioned. 
If it is necessary this could be c~mpleted. In case of antibiotica through 
substances of the third generatior1. 

°' I 
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GENERAL INFUlM\TIOO CN THE ~ICAL MARKET 

rn PAKISrAN 

1. Total Sales 

tES ---------
Units: 

2. Y.arket Share 

Transnaticnals: % 

Govenment f.i.rm;: % 

Pri Vdte finns: % 

Ircported: % 

3. Distributicn §l:stern 

Wholesalers, pharmacies, others 

4. Market Situation 

Price bonds {rnaxi.nurn retail price) 

Non-prescription: 

Doctor's prescription: 

Yes 

" 

A~II 

No 



A~III 

INFO:RMi\TICN CN '.IHE PIC>IX.O 

1. Brand nane: 

2. Active c:atp0tmd: 

Nane: 

Arrount: 

3. Formulation: 

(Capsules, tablets, coated tablets, liquid) 

4. Packing size: 

5. Packing material: '. 1_1.iminiurn foil, flasks, plastic tubes) 

6. Maxim.Jn1 retail price/ex-factory price: 

7. Other oroducts of same fonrulaticn en the narket: 

8. Costs of 7. above: 

9. Non-prescriotion/tloctOr's prescriptial: 

For 1.-5. , in case you can sen.J sanples, you do not need to answer these 

questions. 

,• 



BANGIADESH 

A. Production of Errpt:y Gelati.:: Capsules at Pharma Capsules Ltd., Dhaka 

Before his departure for Bangi.1desh, the consultant was provided 

with a sumary of the above project, l.'1 which certain discrepancies \!Vere 

evident. While in Bangladesh, the consW.tant was able to E'xamine the 

detailed project studi.e.s by the Shilpa Bcnk and UNDP. 

The consultant poir1ted out to Mr. Qureshi, .Managing Director of 

Bangladesh Shilpa RIN Sangstha, that sare of tlle basic project data was 
incorrect. For exanple: (a) the project ass\.?"led a price per thousand 

capsules of US$ 3.50-4.00, whereas the current wo::-ld narket price is 

IB$ 2.00-2.50; and (b) the cost of an air condition:Uig system was 

estim3ted at US$ 70,000, whereas a new quotation put this figure at 

US$ 534,000. Mr. Qureshi .inforned that the Shilpa Ban;<'s decision 

to extend a loan for the project had been based on the fo:rner calculatioos. 

By his Office Note of 22 Set:ii:erlber 1984, Mr. Qureshi set ilp a ccmni.ttee of 

persons to assist the oonsul tant in re-examining various ru;:-Ject.s of t.;e 

project, particularly its size, price for raw materials, dem.md for products 

to be rmnufactured, technical aspects, and foreign exchange savings expected. 

The: consultant found that the original project for the prod~rn of 

hard gelatin capsules would not be profit.able, nor would it genera:e 

foreign exchange savings. His findings and recamendations in this respect 

are attached at Annex A. (This report has already been nailed to Mr. Qureshi, 

at his request). 

B. The Phannaceutical Market 

In 1082, tumover for phamaceutical prooucts in Bangladesh was valued 

at US$ 70 million (about 35 million units). Of this, inported raw materials 

accounted for USS 20 million. The rrarket is virtually controlled by eight 

transnational pharnaceutical ronpanies prcx:lucing :..ocally; they account for 

80 per cent of the rrarket. The remaining 20 per cent is madi: up by a public 

state catpany and a srrall private business. Although Bangladesh's 

pharmaceutical products are cheap by European sta11dards, a nere 15 per cent 

of the population can afford them. This situation is ~unded by 

100 per cent rrarkups by retailers an antibiotics. 



BANGLADESH ( 2) 

1. ICI 

ICI produces about 2.5 millicn units p=>r year, through its a.rm 

producticn and under licence fran Shering (Federal Republic of Gellnany). 

Its production r-e.ets inte:r:national standards as regards production area 

quality I docurrentatian I storage and knc:M-ha.N. However, its macr~inery is 

obsolete. Despite relatively lOW' prices for its products, !CI makes a 

~ubstan7.ial profit, thanks to lOW' marketing costs. 

2. EXX'O 

'1.is state-a.med enterprise was founded in 1973. Nine nonths ago a 

new, m. e or less independent :rranagerrent was in..;tituted. The enterprise 

has an a - conditioned production area of 5,000 rri2. ~t of its rrachines 

are noden. bought with donations fran UNICEF. Its laboratory equipient 

is also recd'- 11, and neets E'.ll'Opeal'l sta..11dards. 

At preserL the ccnpany only sells in bulk to hospitals. Its prices 

are 50-70 per ~ ': le1Ner than those cf the transnationals producing locally. 

EXXn produces nly 5-10 per ce."lt of forecast output. The consultant 

estinates that the c. ipany could neet the country's entire demand for 

phannaceuticals if so: ~ additiona:'.. rrachinery \l\.1ere installed. 

While the o:rrpany' ~ manageI1E1t is highly qualified, they seem to lack 

in practical kncMledge ot ..,har.raceuticals p:roducticn and practical experience 

in quality control, prodUC\ · oo planning and material flOIV. For exarrple, 

active substances are being . illed in expensive, i.rtported gelatin capsules, 

whereas European kncM-hCM for ')rooessing these substances into tablet form 

oould be applied. 

Mr. Holzhausen, UNDP Reside. ': Pepresentative for Bangladesh, visited 

the cx:rrpany and offered t') supper. it in its efforts to increase efficiency. 

V.'hereas the ccnpanv is ir.terested _ 1 a~ring additicnal equiµtent and 

raw rraterial supplies, it does not t '!eIT\ to have an interest in technology 

transfer or rranagerrent expertise, -:th 1ough the ccn;:eny would certainly benefit 

fran assistance in these areas. 

" ' 

, ... 



Annex A 
- i -

PHARMA CAPSULES LIMITED 

1. ! ntrocuction 

The consultant does not have the speci fie know-how of the production 
of empty hard gelatine capsules, but he has visited different 
european factories of Pake Davis, Lilly and Scherer. 
Eseing a production manager in Germany, mediL" 1 sized, pharmaceutical 
companies (capsules filling capacity of 200 - 300 millions per year) 
~.e has an extensive experience in this area. 
He knows about enormous difficulties which can be caused by rather 
insignificant lacks in ca~sule quality if they are filled on automatic 
machines. 

Thereby he can estimate which sophisticated know-hJw and experiences 
are necessary to operate such a production plant. The expertise only 
examines facts in foreign currencies because costb in local currency 
(country, building, wages and so on) cannot be judged by the consul
tant. Therefore is the expectation of profit and loss of this project 
only an approach which :.ahould be specified. 

2. Machinery and equipm~nt to be imported: 

The costs of investments of the offer made by Capsu~.e Technology 
Int. Ltd. was compared to the offer by R + J Engineering Corporetia-i 
to do so the costs were combined in ~rou~s. Both machines should 
be equiped with a set of pinbar~ for capsul~ size 1 where as one set 
of pinbars should be enough for size 0 a11d 2. (Annex ! and II) 

The consultant thinks that an airconditioning-syster,1 cannC't be made 
available locally for these high specification (tem~~rature 23" C 
by a allowable deviation of 1° C and by a relativE humidity of 30 % 
RH to 60 % RH;(Prefeasibility studies on gelatine caosules, page 9) 
and therefore was the complete offer by Pharma Capsules Ltd. taken 
into consideration. 

• 
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Annexure - '£angladesh Shilpa Rin Sangstha 

Raw Material Costs 

Capacity Total C + F Total Costs 
1K '000 TK '000 

500 mill. 6800 8450 
437 mill 5940 7385 
375 mill 5100 6338 

5. 1he production capacity of the system in one year 

It is relatively difficult to answer this question because both offers 
name unly theoretical figures. The practjcal information by the 
Scherer canpany are made for mashine! 
Bl (R+J): 30.000 - 35.000 capsules per hour. 
Changing time for another product: 4 hours 
Changing time for another capsule size: 2-4 days 

277 working days per year should be taken into consideration 
(Prefeasibility study of gelatine capsules A 6/5). 

Say: 260 working days in capsule producing operation. 
The consultant suggests in t~e following calculations to take the 
possible range of capacity for the third year of operation into 
consideration. 

Version I capacity: 437 mill./year 
Version II capacity: 375 mill./year 

G. Foreign exchange savings 

Version I high capacity 
high capsule price 
l<M investment TK in 'OOOs 

C + F costs for 437 mill 27.313 
capsules, TK 62.50 

Less: 
C + F cost of imported raw materials 5.940 

Interest on F/C loan (10 %) 6.750 
(Investment US $ niill 2. 70) 
Depreciation on imported machinery 6.750 
( 10 % ) 

19.440 

Net foreign exchange savings. 

19.440 

7.873 

... 
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Version II low capacity 
low capsule price 
high investment 

TK in '000 s 

C + F costs for 375 mill 18.750 
capsules, TK 50.00 

Less: 
C + F cost of imported raw materials 5.100 

Interest on F/C loan (10 %) of 
investment US $ mill 2.90 7.250 

Depreciation on imported machinery 7.250 
19.600 19.600 

Foreign exchange loss. 

7. Estimation on loss and profit 

A loss of TK. OOOs 2.000 to 10.00U could be expected. 

8. In general 

8.1. Size of the project: 
The size of the plant is very small ancl actual only plants with at 
least 6 to 8 nechines are told to be profitable. 
This is also noticeable on the high investment \oklich does not depend 
on the capacity towards the costs of the production machines. 

8.2. Climatlc conditions 
Bangladesh is climatically an tr1favourable country for such a project. 
High investments and high costs of operation are necessary to provide 
the required production conditions. 

8.3. Staff and conditions of production 
Even though the mashines are judged technically very complicated it 
is even more importent to have a practical experience with the raw 
material gelatine to guarantee a smooth production. There are no scjen
tj fic possibilities to P.xamine the suitability of the natural product 
gelatine in the laboratory. 
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The process of production has to be adapted to the raw material. Also 
it is not possible to examine the quality of the produced capsules in 
the laboratory, the only way to receive information Jn that is to 
have a test on automatic filling machines. 

Experts who have such experience are probably not present in Bangladesh. 
Note: the Indians are not able to compete with lll.ll~inational companies 
in price and q.Jality. The necessary three shift operation needs a per
manert availability of the staff, raw materials and production 
utilities. Otherwise high losses of capacity and raw material arise. 

Siinmery: 

Most of the investment, all the know-how and the raw material have tc 
be imported for realization of the project Pharma Capsules Ldt. 
The local market is small even though the increase is taken into 
consideration (it could be compared with 2 to 3 medium sized pharma 
firms in Germany). 

A noticeable foreign exchange saving can only be reached by full
filling following points: 

- an optimal production capacity 
- world market q.Jality and optimal selling-price. 
- saleableness of the produced cap~ules 

The risk is high that these requirements cannot be fullfilled. 
Expectations of profit can be excluded. 

z_ 
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QlllTATION CAPSULE TECtf.JOLOGY INT. LTD. 

1. Machinery 

1.1. Two machines 
CTH-01 including two sets pinbars 
capsule size l 

1.2. 

1.4. 

One set pinbars size 0 
" " " size 2 

T we change parts 

2. Manufacturing supporting equipment 

3. 

4. 

5. 

Addi tionals "optional" 
2.11, 2.13, 2.19 a 

S2are parts 

Auxilliary Equipment 

Laboratory equipment 

6. Printing equipment 

7 .1.B Two Marken 156 A ~ 2 
(Capacity 35.000 capsules per hour, 
Scherer information) 

6.2.B Two change over pai-ts 

6.3.B Two spare parts 

6.5.B Four print rolls 

7. Turn-key progra11111 

Total us $ 

us $ 

1.214.036 

74.100 
74.100 

12.482 

1.374. 718 

264.660 

23.780 

92.026 

534.740 

24.200 

64.772 

293.500 

~:gf€:~~g 
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QUOTATION R + J ENGINEERING C~PORATION 

Machinery 

A) Two machines Bl 

8) Two set pinbars size l 
One ~et pinbars size 0 
One set ;iinbars size 2 

Manufacturing supporting equipment 

C) D) E) (production room) 
A) B) C) E) F) (melting roan) 
A) (inspection roan) 

Spare parts 

Auxilliary Equipment 
(Quotation Capsule Techn. Int. Ltd.) 

Laboratory Equipment 

Printing Equipment 

A)
1 

Two feed disc, one upper intk reservoir 
six gravure rolls (printing roan) 

Turn-key progranwn 

Total us $ 

us $ 

978.000 

380.000 

1.358.000 

239.140 

65.960 

534.740 

38.400 

71.560 

240,000 -----
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PHARMA CAPSULES UMI~D 

DETAILS OF RAW MATERIALS AT 100?6.CAPACITY UTILIZATION 

Item of Raw Materials Total Quantity Unit C&F cost Total C&F 
(Tk.in '000s 1 

Customs duty ~ 
cost (2056) _ Other ci:>st --------

A. IMPORTED 

Gelatine (F.grade) 60,000 kg 

Pre~ervatives 300 kg 

Oplacent additives 

Dyes 

B. LOC".: Nil -- -

1,200 kg 

400 kg 

'lk., 10/kg 

Tk. 94/kg 

Tk. 87/kg 

'lk. ~/kg 

Say 

6600 1320 

28 6 

1 C'-4 21 

J8 8 
6770 

6800 

The total C~F cost of imported raw materials is Tk.6.800 million which 
is about 80.5% of the total raw materials cost of Tk.8.450 million. 

300 

2 

5 

3 

Say 

Total cost -·-·--

8220 

36 

130 

-- ~.9. 
8450 

8450 

-. 

I' 
' 
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