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EXECUTIVE SUMMERY

On October 1, 1896 at the young age of 28 years Hoffmann registered in Basel
Switzerland a new company. A year earlier in 1895 he had married a 19-year-old
girl Adele-La Roche. Fritz Hoffmann Combined his and his wife name to call the
new company H. Hoffmann-La-Roche. Now more than 100 years old, Roche is
rated as one of the Leading Companies in the world. The spectrum of Roche
business operations four Divisions Pharmaceuticals, Diagnostics, Vitamins & fine
Chemicals Fragrances & Flavors. The High rating of Roche is not only because
of its tum over but more so for its contribution in the field of research and
development. A Roche research product is today acknowledged as a wonder
drug for treatment of life threatening infections. The world came to know about
vitamins through Roche, as it is the pioneer in mass production of various
vitamins. It has manufacturing plant aimost more than 57 countries of the world.
In the year 1998, the foundation of the Roche plant was laid in Rajendrapur
Industrial area 47 Km from Dhaka. Within a span of three years the plant was
constructed and Roche Bangladesh had already started their production in this
December. Manufacturing of Roche Bangladesh Ltd. products will be jointly by
the Health Care Pharmaceuticals Ltd. Health Care Pharmaceuticals will
manufacture the products under the license of Hoffmann — La Roche. According
to the licensee agreement, Roche will render following support to Health Care
Pharmaceuticals Ltd.

1. All sorts of consultation and technical support for the Pharma manufacturing
plant satisfying the GMP requirements by WHO.

2. Roche will give assistance in the selection, procurement of machinery, which
are requirements for the plant.

3. Transfer process and formulations for the manufacturing of Roche products

including the analytical specification and the methods of analysis.




4. The Roche experts will make periodic visit to the plant of HPL.
5. Organize training of the technical personnel of HPL in the Roche plants
abroad.

Today Roche Bangladesh Business covers both Pharmaceuticals and
Diagnostics. In the Pharma market Roche is ranked among the top ten
companies while in the Diagnostic Sector Roche Bangladesh is the market
leader.

At present the pharmaceutical industry in Bangladesh is very competitive.
Though they are doing their business in Bangladesh before East Pakistan, they
did not produce the product directly here. They import the products from other
established Roche countries, which was {oo expensive. The general people can’t
effort that. Now to establish their product in the market of Bangladesh they
started to produce their products here and compete with the other

Pharmaceuticals.
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ROCHE BANGLADESH

1. INTRODUCTION

1.1 Origin of the Report

The Internship Program is an integral part of the BBA degree requirement. After
completian of all the required courses and intemship in a respected business
organization every students should have to submit a repart about that
arganization. Students are sent to different organization to expose them to real
e of management situation in business firm for ten to twelve weeks. The
eoretical knowiedge that we acquired from class lectures, book, journals,
periodicals, case studies, etc. are replenished in the practical settings. Here |
ziso get an opportunity to realize the relevance and usefulness of the classroom
2arning. Hence, Career Service Department of East West University placed me
o the Roche Bangladesh Limited from September 01, 2001 to November 30,
2001, with the collaboration with Roche (BD) management for the Internship

=rogram.

1.2 Object of This Report

The main objectives of internship is to gather job experience and to fulfill partial
requirements of BBA degree program. After completion of all the required
courses and internship in a respected business organization every students

should have to submit a report about that organization.
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The specific objectives of this report are:

|. To present an averview of Roche Bangladesh Ltd.

[l. To appraise the activities of production department of Roche
Bangladesh Ltd.

IIl. To find out the overhead cost and the standard cost of Roche product.

IV. To evaluate the efficiency of Roche Bangladesh Ltd.

V. To suggest recommendation for the development of Roche Bangladesh

Ltd.

1.3 Methodology

To carry out this study | had observed their working procedure, their procedure
of preparing products, maintaining direct and indirect materials, and so on. | also
evaluate the dealings between their supporting financial institutions as primary
information. | had interviewed 15 officials to get some important information. |
also go through the journals, newsletters, other reports and some books to

prepare this report,

The project report is mainly based on the primary data. | atlso used some
secondary data. While | were doing my internship in Roche Bangladesh Ltd. |
had visited their factory in Gazipur and collect the information regarding

products, fixed costs and aiso the variable costs.

o

R —
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1.4 Scope

To prepare the report | had collected the information's about the products,
products relating documents, the factory overhead as | am preparing my report

on standard costing of Roche Bangladesh Ltd.

1.5 Limitation

The report’s title fly is “The Standard Costing of Roche Bangladesh Ltd.” To
prepare this report | had collected different data from different side of Roche
Bangladesh ] have tried to prepare an accurate project profile for Health Care
Pharmaceuticals Itd. According to my abilities. To collect the information | have
visited the factory in Gazipur, which was really difficult for me. Time was the only
limitation, which affected my report a lot though | got full support from my office
and also from my course instructor. As Mr. Hafizur Rahman is the only person to
look after the whole finance department it was out of his ability to give me a

convenient period of time to help me in preparing the report.

1.6 Report Preview

This report has been corganized in the following order-

At first an Introduction has been given on the report.
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Chapter 1.

An overview of Roche Bangladesh Limited as an organization with special
emphasis to its background, corporate image, quantitative dimension
(organization structures, manufacturing product etc.), and functional

environment.

Chapter 2:
An overview of production department of Roche Bangladesh Ltd.

Chapter 3:
An appraisal of overhead costing and standard costing of Roche Bangladesh
Ltd.
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1.7 Background of the Organization
1.7.1 F. Hoffmann — La Roche

Founded between 1894 and 1896, F. Hoffmann — La Roche & Co. was the only
chemical company in Basel to confine it self from start to the manufacture of
drugs and particularly finished pharmaceuticals. It was also one of the few
pharmaceutical companies in the world not founded by a pharmacist or doctor
pbut by an enterprising young businessman who could just as easily have done
something else. These factors have left their mark on the development of the

company.

On 31 March 1894, twenty-six years old Fritz Hoffmann and Max Carl Tranb, a
Munich pharmacist founded the limited pantnership Hoffman Tranb & Co. in
Basel to manufacture and sell pharmaceutical products. Two and half years later
on 1 October 1896, it was registered as F. Hoffman — La Roche & (the origin of

short from ‘Roche’ by which the company is known worldwide today).

Fritz Hoffmann was bom in Basil on 24 October 1868 to Fedrich and Anna
Elizabeth, Hoffmann — Merian. Both parents came from old Basil families. The
Hoffmann’s had been leading silk ribbon manufacturers since the seventeenth
centusy and the Merian produced a number of prominent merchants. Fritz
Hoffmann was the third of five children. From 1886 to 1889 he spend a happy
apprenticeship with the private bank Piguet & Co. in London followed by another

apprenticeship with the phamacy Bohny, Hollinger & Cie.
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in 1889 Bohney Hollinger & Co. bought the business property 3190 square
meters in Klien Basil. Bohney, Hollinger & Cie built a small laboratory to
manufacture pharmaceutical extracts, ointments, pills essentials ails, linseed —
oil varnish and floor polish. They hired Max Carl Tranb, an experienced
pharmacist from Munich to manage the operation. Running his apprenticeship
Fritz Hoffman and his father had taken a particular interest in the Bohney,
Hollinger & Cie. In 1892 Hoffman Merian invested 200,000 Swiss Francs as a
silent partner in Bohney, Hollinger & Cie to buy his son a position as authorized
officer of the company. Two years later on 31 March 1894, the limited
partnership of Hoffman, Tranb & Co. was founded to manufacture and trade in
pharmaceuticals and chemicals. Fritz Hoffman — Merian invested 180,000 Swiss
Francs as a silent partner. Young fritz Hoffman contributed 70,000 Swiss
Francs. Fritz Hoffman would the responsible for finance and sales and Tranb for
production. Hoffman worked hard and in order to expand the company he hired

well known chemist and managers.

At the end of the 1894 he become engaged to Adil La Roche, the eighteen years
old sister of his friend Enanual La Roche. In autumn 1896 Hoffman and Tranb
parted ways. Tranb, who was sufferings from hart trouble had failed to come up
with new ideas and had been guilty of occasional business improperties.

Hoffman bought Tranbs share for 50,000 Swiss Francs and paid him, a

settlement on top of that. And the company was renamed Fritz Hoffman - La
Roche & Co. on 1% October 1896.
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1. 7. 2 Pharmaceutical and Research

Since the late nineteenth century tremendous advances in medicine, Biology,
chemistry and physics, coupled with steadily rnising standards of living in the
West, have propelled the pharmaceutical industry along a path of uninterrupted
progress. As the twentieth century draws to close this progress shows no sign of
flatering. Quite the opposite fundamental breaks through are driving 2 mgjor new
wave of development. The first industrial revolution is customarily traced to the
advent of the steam engine, textile machinery and the railways in the 1700s the
second to the rise of the electrical and chemical industries in the mid — 1800’s.
since the end of the Jast century the evaluation of the pharmaceutical industry.
Towards the end of the Century pharmacology made it possible to entr'acte an
ever-greater number of alkaloids, glycosides and another agents in increasingly

pure forms.

A key factor in the environment department in scientific research from the eve of
the First World War to the 1920's was the improvement in the analytical
methods. Before the First World War, measurements were made in kilogram and
grams. The developments of microanalysis enabled scientists to work on a scale
of milligrams. On the other hand rapid advances in physiology and biochemistry
gave scientists a better understanding of the functions of the body, the causes of
disease and the actions of drugs. A major landmark was the discovery that

hammful substances in the body bind to specific raptor molecules.
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1.7.3 Roche Products

Despite many parallels and similarities in the histories of individual
pharmacsutical companies, each has had its own unique development. As the
industry has grown more and more research based, each has played a leading
role at one point ar another in the general development of pharmaceutical. From
its founding until the First World War Roche specialized in glandular and
medical plant extracts. From the 1933 anwards after a totally unexpected initial
success with Reichstein's Vitamin C, Synthesis the company threw all its
energies into quickly expanding vitamin research and production. Even before
the Second World War Roche was the world's leading vitamin manufacturer,
indeed it seemed on its way to becoming a vitamin company. As a result
hormones were neglected and an attempt to revive this field in collaboration with
Organon, a Dutch company was not a success. Roche's hematological research
however progressed beyond its initial concern with liver extracts, leading to the
discovery of several important coagulants and anti coagulants, some of which

are still in use.

In the mid 1930’s immediately after the revolutionary discovery of Protosil by
Domagk, Roche began the search for a better sulfonamide of its own. But it was
only towards the end if the war those two Basil researchers who had been
transferred to nuthy created the very effective Gantrisin, which was Junched after
the war with great success. This drug was followed by improvements every few
years and later by products like Bactricum. Containing combinations of

sulfonamides and potentiators. The war year also saw the start of the antibiotic

research at Nutby. Facused mainly on semisynthetic Penicillin’s and
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Ceohalosporins this work continued for years with mixed results until 1982 and
the lunch of Rocephin (Cefiriaxone) still one of Roche's best selling drugs. In
1950, Miacin research led unexpectedly to Rinifon (isoniazid) and mersilid

( iproniazid) important treatments for tuberculosis. During the same year the
success of other companies were having with mild tranquilizers encouraged
Roche to return to this traditional field of research and eventually led to the
development of benzodiazepine tranquilizers by stern bach and Radal. Between
1976 and 1980 Roche did not launch a single successful drug. More over the
company overextended it self by simultaneously diversifying into an extremely
broad range of care activities, sometimes unsuccessfully. The turnaround
inaugurated in 1978 put the company back on the road to recovery. Areas that
Roche had been warking in for decades produced successful new drugs, such
as the antibiotic Rocephin, the Retinoid dermatalogical (a development of

vitamin research), the antidepressant and benzodiazepine anesthetics and

antagonists.
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1. 7.4 Roche in good times and bad

Roche's history offers a number of textbook examples of the opportunities and
dangers of the pharmaceutical industry. Fritz Hoffman, a venturesome young
businessman, founded the company in the 1890s, a time when drug exiraction,
synthetic chemistry and pharmacology were opening up new possibilities in the
field of pharmaceuticals. At the same time, new forms of marketing consumer
medications were being developed. Hoffmann’s desperate efforts to recover from
the setbacks that followed an overly ambitious start were rewarded by the

commercial success of his guaiacol syrup Sirolin.

In 1919-20, when the firm became a joint stock company and Fritz Hoffmann
died, the enterprise’s fortunes were at lowest. Thanks to the determinations of
some Hoffmann’s family, the support of the Basler Handels bank and, above all,
the super human efforts of Barell, who as the Managing Director, was prepared
to use every means at his disposal, the firm recovered astonishingly quickly,
despite the post —war economic slump. In 1892, after cutting staff from 1500 to
1000, Roche had a sales volume of 20 million Swiss francs, about one third less
than in 1920. After that, things improved. Roche was virtually a new firm,
practicing the values of extrerne thrift and discipline, with an outstanding staff of

veteran and new employees of various nationalities.

Roche was remarkably international, both in terms of markets and employees.
Three things characterized Barell’s efforts to hold the company together: He took
all decisions himself, and oversaw everything personally, both at headquarters

and on his constant travels to affiliates around the globe. Secondly, he forged a

10
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mmc = confederacy of executive officers and affiliate heads by making them
s=r=rolders in the company. Finally, by relying on self-financing, holding down
!'_i_‘ﬁ:’.‘-zation and maintaining a stance of strict secrecy, he shielded Roche from
= —rediate and more distant environment.

e f=w research chemists at Roche had long been working in the promising
ez of vitamins and hormanes. Certain developments showed potential, but
‘wer= not ready for marketing yet. Barell had always felt that research proceeded
= oo slowly, and trusted only in sales figures. It was largely owing to vitamins
=t Roche could grow solidly in the 1930s,as the world went through the Great
Te=oression. Although the volume of sales fell from a record 50 million Swiss
T=ncs in 1929 to 30 million in 1933, it then rose steadily to 65 million in 1939,

=72 global employment from 1500 to 2200,

=3 war clouds gathered over Europe, Roche began expanding production at its
suosidiaries in the West and established two new research centers in England
=nd the United States.

Zroup turnover surged from 200 million Swiss francs in 1945 to over 800 million
a1 1960, and the number of employees from 4000 to 12,000, Even at the
sxecutive level there was some support for the view that, so long as enough was
spent on research and the company carefully tended its reserves, a successful
groduct would turn up every few years, Roche would grow on automatic pilot, as

iTwere.

The situation did not change until 1978, when Fritz Gerber, a man versed in the

management and risks of multinational corporations, succeeded Jann as

11
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==zirman and began weaning the company from its old ways in deliberate,
==refully dosed steps. For a start, a new cost-consciousness was introduced,
=nd the company’s accounting system was modified to make it a suitable
mznagement tool. This was the beginning of an entirely new appreach to public
relations. Roche's operations were gradually reduced to a core group of related
ausinesses: pharmaceuticals, vitamins, diagnostics and fragrances and flavours.
Mith time, the focus of pharmaceutical research was also limited to a few,
oromising therapeutic areas and products, and the development process was
speeded up. Roche also embraced biotechnology, a risky field, but one holding
considerable promise. Strategic alliances and careful acquisitions. At first,
crogress seemed almost painfully slow, but after 1985 new steps followed in
increasingly rapid succession. Gerber’s frequently quoted metaphor of it taking a
iong time 1o turn around & large ship and gel it moving again describes the
situation exactly. In the years from 1978 to 1985, sales rose from 4.8 to almost 8
billion Swiss francs, and the number of employees went from 42 000 to 45,000,
By 1992, sales had reached 12.95 billion Swiss francs, and group employment
was at 56,000, During the same intervals, profit on sales rase from 3% ta 5.1%,
and then to 14.8%.

The creation of Roche Holding Ltd, the restructuring of the group’s equity
capital, the issue of non-voting equity securities, changes in group accounting
and reporting practices and the major placement of American Depositary
Receipts representing non-voting equity securities marked the final transition of
the once small family business to a modemn corporate structure befitting the
scale of Roche's operations. It meets international standards, but with the
founder’s family as its backbone. For the third time in its history, Roche has

been more or less recreated.

12
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Fritz Hoffman — [a Roche Ltd.

Major Business Segment:

Pharma
Fine chemicals

Flavor & Fragrances

Diagnostic

=
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-65%

- 20%

-10%

-5%




1.7.5 Market Capitalization :

» Among Pharmaceutical Companies
* Among Diagnostics Companies

Sales Turnover : $ 91.85 bn

e Among Pharmaceutical Companies
e Among Diagnostics Companies

Global Activities > $18.36 bn

ROCHE BANGLADESH

- 1%in the world
- 1% in the world

7" in the world
1%tin the world

150 Countries

14
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1.8 Roche In Bangladesh

1.8.1 Mission Statement

Roche Bangladesh limiled is a health care company deeply committed o its
customers for providing researched based products of the highest quality and its
people are strongly focused to realize company’s business plans for growth and

profitability.

1.8.2 Vision Statement

Roche Bangladesh limited will maintain its position as the leading health care
company in Bangladesh and will endeavor through its dedicated team of people
to be in the top five health care companies in terms of sales and profitability by
the year 2003.

15
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1.9 Roche values:
» A performance culture
Which is passionate setting ambitious goals and rewarding achievements.

> Global network

To build the compstitive advantages

» A drive to change

By taking informed risk and by courageous leadership.

# A sense of urgency

And empowerment at all levels of the organization.

# Clear, transparent two- way communication.

16
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Key Information

There had been 9 multinational phammaceutical plants in the then East
Pakistan unti] 1971.

With Ciba-Geigy establishing a plant in 1987, the total number became
10.

Out of them, 4 companies left Bangiadesh by closing plants between
1990-1994.

Roche has been fransferring technology to HPL to build an international

standard pharmaceutical plant.

From the 1% year of operation, Roche will export locally produced

medicines to Myanmar.

“ Roche will started their production in Bangladesh within this year.
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1.11 Bangladesh: A Difficult Market

1.11.1 Market Environment

# More than 200 pharmaceutical manufacturing companies operating their
businesses in Bangladesh. Qut of them very few are multinationats;
Glaxo-Wellcome, Hoechst, Rhone Poulenc, Akzo, Avetis, Organon,

Novartis and so on.

# Afleast 4 of the local manufacturers have bigger plants than any of the

multinationals in Bangladesh.
% The MNC’s have taken 30% of the pharma market share.

# More than 95% of the pharma requirements are produced locally. Import
is limited to about 5%.

# There is a strong organization of the local manufacturers.
% The market is highly price sensitive.

% Square Pharma of Bangladesh holds the largest market share. Rhone

Poulanc in the second and Beximco Pharma in the third position.
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1.11.2 Regulations

1. lmport of pharmaceuticals as a hole is discouraged.

2. The registration process is strict with imported products and is much

relaxed with local produce.

3. Pharma products (with same active ingredient) produced in the country in
sufficient quantities are not allowed to be imported. When the same medicine is
produced by 2 or more local manufacturers, it is considered to be sufficient for the
market,

4. License manufacturing has two different perspectives:

# If the licensor has a pharma plant in Bangladesh, they can offer license to
any other local manufacturer in Bangladesh for any product they like.

# If the licensor does not have a pharma plant in Bangladesh, they can offer

license to any other local manufacturer in Bangladesh for any product,
which is not manufactured locally.

19
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Roche products were available in the sub continent even before partition. After
Bangladesh emerged on the world map imports continued, and after a few years

some products started to be toll manufactured in Ohaka.

In the year 1998, the foundation of the Roche plant was laid in Rajendrapur
industrial area 47 Km from Dhaka. Within a span of three years the plant was
constructed and Roche Bangladesh will start local manufacturing in October
2001. Manufacturing of Roche Bangladesh Ltd. Products will be jointly by the
Health Care Pharmaceuticals Ltd. Healith Care Pharmaceuticals will manufacture

the products under the license of F. Hoffman —La Roche,

According to the licensee agreement, Roche will render following support o

Health Care Pharmaceuticals Ltd, :

1. All sorts of consultation and technical support for the Pharma manufacturing
plant satisfying the GMP requirements by WHO.

2. Roche will give assistance in the selection, procurement of machinery, which

are requirements for the plant.

3. Transfer process and formulations for the manufacturing of Roche products

including the analytical specification and the methods of analysis.

4. The Roche experts will make periodic visit to the plant of HPL.

20
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Organize training of the technical personnel of HPL in the Roche plants abroad.
Today Roche Bangladesh Business covers both Pharmaceuticals and
Diagnostics. In the Pharma market Roche is ranked among the top ten
companies while in the Diagnostic Sector Roche Bangladesh is the market

leader.

Most of the products of Roche are their research products. As they are in the
top position in research. Their best selling products is ‘Rociephin’, medicine as
anti-biotic. “Xenical” is their another research product for over weight. This
product is under the patent ship for ten years. In Bangladesh their main
competitors are Fisons, Novartis, jointly Rhone Poulanc etc in some particular
products. Of their total products some will be imported from Switzerland, which
couldn’t be manufactured locally. The list of their total products have been given

below separating locally manufactured and imported products.

Local Production of Roche (BD) Ltd.

Benerva Tabs -100 mg
Rocef Capcule -500 mg
Sanatogen — C 250 mg
Rovita tablets (Vitamin Bangladesh Complex)
Rivoitrit Tablets 2 mg
Vallum Tablets 5 mg
Lexotanil Tablets 3 mg
Ropara Tablets 500 mg
Naprosyn Tablets 250 mg
Tilcatil Film — Coated Tablets 20 mg

P @ & & % ¢ S P ¢ @

21




Jmported Medicine of Roche:
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Bondronat Amps.
Neupogen Inj.
Cellcept Tabs.
Neotigason Caps.
Daormicurm Amps.
Recarmon inj.
Globocef Tabs.
Roaccutane Caps.
Herceptin Vials.
Raoferon-A Inj.
KonakionMM Amps.
Toradol Amps.
Konakion Tabs.
Vesanoid Caps.
Mabthera Vial.
Xeloda Tabs.

ROCHE BANGLADESH

to
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1.11.3 The Management of Roche Bangladesh Ltd. :

The Roche (BD) management and board of directors are consisting of well
known and experience personalities. They are praviding their full efforts to
establish the company in this market. The working environment of Roche is
probably one of the best in Bangladesh according to some experience
employees. The management is always alert to provide the best environment of
work in order to grow the efficiency of each employee. To maintain the discipline
in the job they all follows the chain of command. The top authority of Roche
made the management decentralized in order to take quick and efficient
decision. But major decisions are taken in a group consisting the management
and the directors.

The Roche Bangladesh has five divisions to run its business. The divisions are;
Product Promotion, Finance, Human Resource, Factory and sales. Each division
Is headed by General Manager, following manager, asst. manager, senior officer

and officer.

@: Product Promotion Division:

At present a manager heads this department. Asst. manager and product officers

work under him. They are responsible for the marketing of the product. As it's a

manufacturer life saving products, it can’'t do advertising or marketing like other
products of the market. So, they are responsible to promote the products through

letting know the people its quality and its features.
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&: Human Resource Division:

Headed by an Asst. Manager at present. Deals with new recruitment's,
employees well being, corresponding with the parent company and other
external affairs, assuring good and smooth working environment , taking

decisions and steps to motivate the employees for the best feedback.

@ Finance Division:

Headed by a manager. His sub ordinates are asst. manager and officers. Taking
important financial decisions, maintaining deals with the financial institutions are

the major responsibilities of the finance manager.

@& Factory Division:

This division is headed by quality assurance managers and a Factory /
Technical manager. QA Managers are responsible for assuring the quality and
the compliance’s, Factory manager sees the technical part. He is overall

responsible for the factory.

24
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i Sales Division:

Headed by a sales manager. He is responsible for the sales, distribution of the
products. Therefor including the asst. manager, senior officer, officer, Medical

officers, representatives’ works under him.

@ Advisor Committee:

Some well-known and experience doctors and Pharmacists are the member of

this committee.

@ Managing Director:

The managing Director of Roche Bangladesh limited is Mr. Naser Sharear
Zahidee, a well-known businessman and pharmacist. He is also the Managing

Director of Roche Myanmar. He looks after the overall organization.
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2. An Overview of Production Department

2.1 An overview of production department

At present a manager heads this department. Asst. manager and product officers
work under him. They are responsible for the marketing of the producl. Asit's a
manufacturer life saving products, it can’t do advertising or marketing like other
products of the market. So, they are responsible to promote the products through

letting know the people its quality and its features.

2.2 Descriptions of the products:

-+ BENERVA Tablets:

BENERVA is a 100 mg Tablets, which contains Thaimine Hydrochloride BP
100mg as active ingredient and Cellulose microcrystalline (Avicel 102)
BP/Ph.EUR 2™ Ed 12.00mg, Lactose anhydrous BP/Ph.Eur2ndEd 50.00mg,
Strach STA-RX 1500 (Pregelatinised Maize Starch) USP XXII/NF XVII/BP
50.00mg, Colloidal Silicon Dioxide (Aerosil 200) USP XXII/NF XVII/BP 0.50mg
and Purified Talc BP/Ph.EUR 2™ Ed 2.50mg as exipients. The size of the pack is
10X10’s, 10X20’s in strip and the total cost of 100mg tablets are 141809.8627
taka.
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+ SANATOGEN-C 250mg

SANATOGEN-C is a 250mg tablets, which contains Ascorbic acid (type SC) BP
118.0mg Overage 2.50% and Sodium ascorbate ( granulate) 8P 160.0mg
Overage 2.50% as aclive ingredient and Mannitol BP 200mg, Sugaer (granular)
BP 30mg, Lactose anhydrousBP 60mg, Pregelatinized starch BP 30mg, Orange
Flavor power BP 0.001mg, Purified talc BP 5mg and Magnesium stearate 8P
2mg as excipient. The pack size of the tabletis 50’s, 100’s and 500’s in strip and
the total cost of 250mg tablets are 72260.26541 taka.

4 ROCEF Capsule:

ROCEF is a 500 mg Capsule, which contains Cephradine (compacted) BP
500mg 5.0% overage and Lactose (coase) BP 20mg, Colloidal Silicon di-oxide
BP 2mg, Purified talc BP 2mg, Empty Hard gelatin capsule (Shell size No. '0")
pharma grade 1Pc as exipients. The size of the pack is 5X10’s, 10X10’s blister /
strip pack and the total cost of 500mg tablets are 4095710.625 taka.

4 ROVITA Tablets:

ROVITA is a Vitamin B complex Tablets, which contains Thaimine Hydrochloride
BP 5mg and 0.5mg overage, Riboflabin BP 2mg and 0.2mg overage,
Nicotinamide BP 20mg and 2mg overage, Pyridoxide Hydrocloride BP 2mg and
0.2 overage as active ingredient and Strach Maize BP 67.5mg, Lactose (fine) BP
159mg, Polyviny! Pyrrolidone (povidone K-30) BP 9mg, Purified talc BP 18mg,
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Magnesium Stearate BP 3.20mg as excipients and Opagloss Acacia BP Talc
BP, Titanium dioxide 8P, Carnauba wax BP, BEEs wax BP, Propylene glycol BP,
Sucrose BP abd Orange colour pharma grade as coating as required. Carbon
tetrachlaride Acetone Water is not appeared in the final products. The size of
the packing is 45’s,100’s in the bottle/blister and the total cost of this vitamin
tablets will be depends on the quantity of the coating product.

+ RIVOTRIL tablets:

RIVOTRIL is a 2mg tablets, which contains Clonazepam USP/NF XVII 2mg as
active ingredient and Cellulose microcrystalline (Avicel 102) BP/Ph.Eur 2nd Ed
25mg, Lactose anhydrous BP/Ph.Eur 2nd Ed 121.5mg, Strach STA - RX 1500
(Pregelatinised Maize Strach) (Pregelatinised Maize Strach) 20mg and
Magnesium stearate BP/Ph.Eur 2nd Ed 1.5mg as exipiets. Weight of each
tablets is 170.00 mg and the size of the pack is 30’s, 100's and 500’s and the
total cost of 2mg tablets are 20334 .623 taka.

+ Valium Tablets:

Valium is a 5.0 mg tablets, which contains Diazepam BP 5mg as active
ingredient and Lactose (coarse) USP 37.5mg, Pregelatinized Starch BP 40mg,
Microcrystalline Cellulose (Avicel - 102) BP 10mg, Colloidal Silicon Dioxide
(Aerosit 200) USNF 0.5mg and Talc BP/USP 2mg as exipients. Total weight of
each tablets is 95.00mg and pack size is 10'sX10 strip and 10’s X 20 strip and
the total cost of 5.0mg tablets are 28328.2375 taka .
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% NAPROSYN Tablet:

NAPROSYN is a 250mg tablets, which contains Naproxen USP 250mg as active
ingredient and Povidone K-30 USP/Ph.Eur. 5.34mg, Croscarmellose Sodium
(Type A) USP/Ph.Eur. 0.68mg, Iron Oxide (T-3506) Pharma Grade 0.4mg and
magnesium stearate USP/Ph, Eur, 0.53mg as exipients. The total weight of each
tablet is 266.95mg and the pack size is 10'sX5 and 10°’sX10 blister strip and the
total cost of 250mg tablets are 1551021.353 taka.

«+ TILCOTIL Film-Coated Tablet:

TILCOTIL Film — Coated is a tablet , which contains Tenoxicam Bf 20.00 mg as
active ingredient and Lactose Monohydrate (Lactose Power)
BP/USP/NF/Ph.Eur 90mg, Starch (Com Starch White) USP/NF/Ph.Eur. 84mg,
Talc BP/USP/Ph.Eur. 4mg and Magnesium stearate BP/USP/NF/Ph.Eur. 2mg as
exipient and Hydroxypropyl Methylcellulose (2910/6 cP) USP/Ph.Eur. 2mg, Talc
BP/USP/Ph.Eur. 1.4 mg, Titanium Dioxide (Anatase) USP/Ph.Eur. 1.2mg and
Iron Oxide Yellow pharma grade 0.4 mg as coating. Total weight of the tablet is
205.00mg and the pack size is 3X10's, 5X10’s and 10X10’s blister strip.

= LEXOTANIL Tablets:
LEXOTANIL is a 3mg Tablets, which contains Bromazepam BP 3mg as aclive

ingredient and Lactose Monohydrate (Lactose Power) USP/NF/BP/Ph.Eur 94.37
mg, Alumina Lake pharma grade Erythrosine(19.4%) As Erythrosine 100%, Talc
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USP/BP/Ph.Eur 1.8mg, Microcrystalline Cellulose (Avicel = 102)
USP/NF/BP/Ph.Eur, 100mg and Magnesium stearate USP/NF/BP/Ph.Eur 0.6 mg
as exipients. Total weight of the tablet is 200.00 mg and the pack 3X10Q’s, 5X10’s

and 100X10’s blister strip.

«+ Ropara Tablets:

ROPARA is a 500mg tablet, which contains Paracetamol BP 500.00mg as active
ingredients and Starch Maize BP 90mg, Purified Talc BP 256mg, Methyl
Parahydroxy Benzoate (Methyl Paraben) BP 0.25mg and Magnesium stearte BP
5mg as 50’s, 100’s and 500’s blister/strip pack.

¢l Total Cost of the Roche Products:

Raw Materials
Name of the Product Total Quantity Standard
(mg) Total amount

1) BENERVA Tablets 100mg 2150 143599.0033
2) SANATOGEN-C 250mg 605.0 74269.08393
3) ROCEF Capcule 500 mg 525 4096428.03

4) ROVITA Tablets (Vitamin B complex) 286 as required
5) RIVOTRIL tablets 2mg 170 22767.88397
6) Valium Tablets 5.0 mg 95 57941.69493
T)NAPRQSYN Tahlets 250mg 266.95 1551021.353
8) TILCOTIL Film-Coated Tablet 20rmg 205 4730357 961
9) LEXOTANIL Tablets 3mg 200.045 3221799556
10) Ropara Tablets 500mg 620.25 74269,08393
. Total Cost 3,187.9 | 10929235.05
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2.3 Source of the Raw Materials:

The Health Care Pharmaceutical Ltd. imported the raw materials to produce the
products (Medicines) from different countries of the world. They imported these
raw materials from United States of America, Taiwan, Netherands, United
Kingdom, France, Ireland, Japan, German and Switzerland. They imported
pharmaceutical raw materials as well as the packing matenals. They imported

these materials on the name of the firm ( Roche Bangladesh Ltd.)

2.4 Market Potentiality:

% Cost of the pharmaceutical products of Roche will be minimized.

Most of the existing branches of Roche are in the developed countries in the
warld. As a result the cost of the product such as salary, wages, rent, taxes,
transportation cost elc. are higher. In Bangladesh labor at expertise, pharmacist
elc. is possible 1o higher at a cheaper rate. And other incidental production will
also be lower in Bangladesh. So, if Roche Bangladesh introduce production in

Bangladesh then the total cost of the production will be minimized at a grad
extent.

# Selling price of the existing product will be decrease.
Due to minimization of the production cost selling price will also be possible to

minimize.
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# Competition in the market will be higher,

Now the products of Roche would compete with other similar products in the

markets. As a result the market will be more competitive.

“# The Government of Bangladesh can save the foreign exchange.

Before establishment of Roche Bangladesh under Health Care pharmaceuticals,
products of Roche was imported, hence the government of Bangladesh expend
foreign exchange. Due to establishment of Roche Bangladesh import will be

minimized and the foreign exchange of the country will be saved.

« Export potentiality will be increase.

it may also be possible to export Roche products from Bangladesh to abort

where the people needs the Roche products.
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3. An appraisal of Overhead costing and

Standard Costing

3.1 The factory expenses as overhead cost

The overhead cost is generally defined as indirect materials, indirect (abor and
all other factory expenses that can not be identified conveniently with nor
changed directly to specific jobs or products or final cost objectives.

Variable factory overhead typically consists of many items, including power,
repairs, indirect [abor, idie time and fringe benefits such employer payroll taxes.
The most convincing way to discover why overhead performance did not agree

with a budget is to investigate possible causes, line item by line item.

The others term used for factory overhead costs are:

% Factory burden

# Manufacturing overhead

% Factory expenses

% Indirect manufacturing cost

2 product cost as direct material and direct labor also as much as a part of

factory overhead.

o)
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In this study the labor hour is considered as overhead cost. The production
department of Healthcare Pharmaceuticals Limited informed us that they are not
interested to consider the machine hour to calculate the overhead cost. To
calculate the overhead cost, they think if industry consider the machine hour as
overhead cost then inefficient labor hour would be increase and it will not be
possible to measure the actual inefficient [abor hour. After considering all the

sides we have to consider the following cost for calculating overhead cost:

Salary & allowances
Expenses for Mr. Hutape
Stuff amenities

Medical aid

Uniform including shoes
Canteen expenses
Travelling — foreign tour
Conveyance — local
Entertainment expenses
Car running expenses

Rent rates and taxes — vehicles

LR IR R R B B B 2R B BE AR

Rent rates and taxes - office
Electricity — fuel and power

Insurance expense

Repair and maintenance — machine
Repair and maintenance — factory
Repair and maintenance ~ car

Engineering purchase

® & & ¢ & &

Printing and stationary



Postage and telephone
Books, periodical journais
Legal charges / fees etc
Bank charge

Security service expenses
Advertisement

License / documentation fee

Training course

Donation

Site expenses

Machine testing materials

® ¢ S & & S & b e 4 PSP

Laundry rooms

Cartage, freight, clearing exp.

ROCHE BANGLADESH

& The following overhead items are considered as fixed overhead cost:

Fixed factory overhead (Yearly) (Monthly Ave.)

Taka 12 ( Taka)
Insurance expense 136,549 11379
Bank charge 417 35
Security service expenses 329,266 27439
Advertisement 272,882 22740
Cartage, freight, clearing exp. 1,500 125
Donation 1,000 83
Total Fixed factory overhead 741,614 61801
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Variable Factory Overhead (Yearly) (Monthly Ave.)
. Tara 12 (7aka)

Salary & allowances 5800000 483333
Expenses for Mr. Hutape 99,625 8302
Stuff amenities 190,491 15874
Medical aid 65,000 5417
Uniform including shoes 20,000 1667
Canteen expenses 120,000 10000
Traveling — foreign tour 300,000 25000
Conveyance — local 250,000 20833
Enterfainment expenses 850,000 70833
Car running expenses 516,109 43009
Rent rates and taxes — vehicles 199,210 16601
Rent rates and taxes - office 625,000 52083
Electricity — fuel and power 550,000 45833
Repair and maintenance — machine 68,323 5694
Repair and maintenance — factory 411,414 34285
Repair and maintenance — car 371,978 30998
Engineering purchase 109,703 9142
Printing and sialionary 109,703 9142
Postage and telephone 503,561 41963
Books, periodical joumnals 11,660 972
Legal charges / fees etc 425,755 35480
License / documentation fee 532,132 44344
Computer expenses 120,000 10000
Training course 14,200 1183
Site expenses 3,650,681 304223
Machine testing materiais 80,455 6705
LLaundry rooms 5,000 417
Total Variable Factory Overhead 16000000 1333333

Note:

At the time of my intemship Roche Bangladesh suggest me to find out the

standard costing of their products. Accordingly | have find out their new standard

costing of products the organization, which calculations are shown and analyzed

in this section.
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To identify the standard cost we have to consider the following varnables:

3.2 Fixed factory overhead (Control and product costing):

Fixed costs are frequently a component of a flexible budget.

Formula:

Flexible budget
for factory = Fixed factory overhead + Variable factory overhead
overhead

Budgetary control of fixed factory overhead concentrates on line-by—line planes
form such typical items as supervision, depreciation, insurance, property taxes
and rentals. Fixed factory overhead is generally not subject to as much day to
day or month to month influence as variable overhead. The variances of actual

costs from fixed averhead budgets tend to be relatively small.

3.3 Product costing purpose:

The budgeting and choice of overhead rate are usually done annually. The
predetermined rate for applying fixed factory overhead is computed as follows:
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Formula:
Predetermined fixed Budget total fixed factory overhead
factory averhead rate = e
for applying costs to Some reselected volume level for the year
product

The reselected volume level is based on the originally expected volume for the

year. This prechosen volume level will be referred to as the denominator level.

Note:

2re- chosen volume leve} are shown in the Appendix — Budgeted (page i - xvi ) and the
reselected volume level are shown in the Appendix — Proposed (page i -xxx ). By
considenng relevant information of Roche Bangladesh | have calculated expected
croduct costing for the near future. This reselected volume will be considered as the re-

standard of this organization.
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Fixed factory overhead (Yearly) (Monthly Ave.)

Tara 12 1 KA
Insurance expense 136,549 11379
Bank charge 417 3%
Security service expenses 329,266 27439
Advertisement 272,882 22740
Cartage, freight, clearing exp. 1,500 125
Donation 1,000 83
Total Fixed factory overhead 741,614 61801
Variable Factory Overhead (Yearly) (Monthly Ave.)

TAKA 12 7aKxa
Salary & allowances 5800000 483333
Expenses for Mr. Hutape 99,625 8302
Stuff amenities 190,491 15874
Medical aid 65,000 5417
Uniform including shoes 20,000 1667
Canteen expenses 120,000 10000
Traveling — foreign tour 300,000 25000
Conveyance — local 250,000 20833
Entertainment expenses 850,000 70833
Car running expenses 516,109 43009
Rent rates and taxes — vehicles 199,210 16601
Rent rates and taxes - office 625,000 52083
Electricity - fuel and power 550,000 45833
Repair and maintenance — machine 68,323 5694
Repair and maintenance — factory 411,414 34285
Repair and maintenance — car 371,978 30998
Engineering purchase 109,703 9142
Printing and stationary 109,703 9142
Postage and telephone 503,561 41963
Books, periodical journats 11,660 972
Legal charges / fees etc 425,755 35480
License / documentation fee 532,132 44344
Computer expenses 120,000 10000
Training course 14,200 1183
Site expenses 3,650,681 304223
Machine testing materials 80,455 6705
Laundry rooms 5,000 417
Total Variable Factory Overhead 16000000 1333333

39




ROCHE BANGLADESH

Formulas: ]
3.2 Fixed factory overhead { Control & Product costing)

Flexible budget for factary overhead (Yearly) <. 16,741,614

Flexible budget for factory overhead (Monthly) ™. 1395135

Budget total fixed factory overhead

Total Product cost 10929235.05
Total Construction Cost 130137460
Budget total fixed factory overhead . 141066695.1
Some reselected volume level for the year

Total Product cost 10929235.05
Total Construction Cost 150200000
Some reselected volume level for the year Tk. 161129235.1
Formulas:

3.3 Product Costing Purpose

Predetermined fixed Factory overhead rate for 88%
cost of products

By considering fixed factory and variable factory overhead, total product cost
and total construction cost, we have calculated the fixed factory overhead
(control and product costing) yearly and monthly and the product costing
purpose. it is observed from the calculation that the predetermined fixed factory
overhead rate for cost of products is 88%.
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@ FINDINGS AND OBSERVATIONS:

On October 1, 1896 at the young age of 28 years Hoffmann registered in Basel
Switzerland a new company. A year earlier in 1895 he had married a 19-year-old
girl Adele-La Roche. Fritz Hoffmann Combined his and his wife name to call the
new company H. Hoffmann-La-Roche. Now more than 100 years old, Roche is
rated as one of the Leading Companies in the world. The spectrum of Roche
business operations four Divisions Pharmaceuticals, Diagnostics, Vitamins &
fine Chemicals Fragrances & Flavors. The world came o know about vitamins
through Roche, as it is the pioneer in mass production of various vitamins. It has
manufacturing plant almost more than 57 countries of the world, In the year
1998, the foundation of the Roche plant was laid in Rajendrapur Industrial area
47 km from Dhaka. Within a span of three years the plant was constructed and
Roche Bangladesh had already started their production in this December.
Manufacturing of Roche Bangladesh Ltd. products will be jointly by the Health
Care Pharmaceuticals Ltd. Health Care Pharmaceuticals will manufacture the
products under the license of Hoffmann — La Roche.

| have done my internship on Roche Bangladesh and they have assigned me to
propose a revised standard for standard costing. The previous standards were
shown in appendix (Budgeted Ai - xvi). By cansidering the ingredients of the
raw materials (Active ingredients, Expipients and Coating) and construction cost,
labor cost, overhead cost , we have proposed a new standard cost for proposed
standard costing purpose of Roche Bangladesh, which are shown in the

appendix (Proposed i — xxx).
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We are optimistic that if Roche Bangladesh follow the prescribed new standard
for standard costing purpose then the total production cost will be minimized,

which will help to boost up sales, profitability and overall growth of the industry.

Roche Bangladesh imported almost 100 percent raw materials from abroad. If
the government of Bangladesh devalue currency then import will become
costlier. As a result the production cost of Roche Bangladesh will increase. The
exchange rate fluctuation may effects their production cost as well as standard

cost costing.

At present Roche Bangladesh are producing two types of medicine — Naprosyn
and Tilcotil film — coated and the standard cost of that products are Taka

1661021.353 and 4730357.961, which are too expensive.

Being mast of the people of our country belongs to low income Jevel, it may notl
possibte for them to afford such types of costly medicines.

Roche Bangladesh is aimost ully auvtomated pharmaceuticals industries. As a

result the industry requires a small number of workers and labors. As a result the
industry almost free from labor disputes, threats of CBA (Collective Bargaining
Agents) activities etc.

As Roche products is new in the market they need to increase the medical

officers through out the countries.

So, itis suggested that Roche may diversify for different type of lower costly

medicine, which may increase the potential market of Roche in Bangladesh.
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@ CONCLUSIONS:

On October 1, 18986 at the young age of 28 years Hoffmann registered in Basel
Switzerland a new company. Fritz Hoffmann Combined his and his wife name to
call the new company H. Hoffmann-La-Roche. Now more than 100 years old,
Roche is rated as one of the Leading Companies in the world. In the year 1998,
the foundation aof the Roche plant was laid in Rajendrapur Industrial area 47 km
fram Dhaka. Within a span of three years the plant was constructed and Roche
Bangladesh had already started their production in this December. Health Care
Pharmaceuticals will manufacture the products under the license of Hoffrmann —
La Roche. | have done my internship on Roche Bangladesh and they have
assigned me to propose a revised standard for standard costing. If Roche
Bangladesh follow the prescribed new standard for standard costing purpose
then the total production cost will be minimized, which wili help to boost up
sales, profitability and overall growth of the industry. Roche Bangladesh
imported almost 100 percent raw materials from abroad. As a result the
production cost may increase due to devaljuation of currency. Due to low income
people of Bangladesh may not able to afford such types of costly medicines.
Roche Bangladesh is almost fully automated pharmaceuticals industries. So the
industry requires a small number of workers and labars. If they follow the
proposed standard for their standard purpose and the also follow the suggested
matter of this research, and we are quite optimistic that the prospect of Roche

Bangladesh will be very bright.
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CALCULATION OF STANDARD COSTING OF THE PRODUCTS
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