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Vietnam is one of the larger and densely populated countries in South East Asia. Its population is

currently recorded at 90.7 million people (2014’ data reported by the General Statistics Office of

Vietnam), showing significant growth in the last 50 years (161% from 34.7 million recorded in

1960). Currently it represents 1.27 percent of the world´s total population, and ranks 14th in the

list of countries by population.

INTRODUCTION00

82.39

83.31

84.22

85.12

86.03

86.93

87.84

88.78

89.71

90.73

78

80

82

84

86

88

90

92

2006 - Jan 2008 - Jan 2010 - Jan 2012 - Jan 2014 - Jan

Vietnam Population

Source: www.tradingecondmics.com | General statistics office of Vietnam



EVBN Healthcare5

Year Population
Median 

Age

Fertility 

Rate

Density 

(P/Km²)

Urban

Populati

on %

Urban 

Population

2050 103,696,580 45.6 1.68 313 56% 58,001,645

2045 104,309,833 44.3 1.66 314 53% 55,066,204

2040 104,154,535 42.8 1.64 314 50% 51,686,688

2035 103,293,056 40.9 1.62 311 46% 47,992,020

2030 101,830,324 38.4 1.61 307 43% 44,103,732

2025 99,811,154 35.7 1.62 301 40% 40,027,267

2015 93,386,630 30.7 1.75 282 34% 31,383,511

2014 92,547,959 30.3 1.78 279 33% 30,482,811

2010 89,047,397 28.5 1.89 268 30% 27,064,175

2005 84,947,852 26.4 1.93 256 27% 23,174,624

2000 80,887,879 24.2 2.18 244 24% 19,715,612

1995 76,020,043 22.2 3.23 229 22% 16,866,567

1990 68,909,883 21 3.85 208 20% 13,957,697

1985 61,658,342 20 4.6 186 20% 12,060,988

Population of Vietnam (Historical statistics and forecast)

Source: Worldometers (www.worldometers.info)
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The age structure of 

Vietnam reveals a 

relatively young population 

with the median age of 

30.3 years. Although the 

situation is foreseen to 

change increasing the 

median age up to 45.6 

years in 2050, the 

demographics are still very 

favorable for Vietnam. The 

sex ratio is estimated at 

49.4% for males and 

50.6% for females. 

Furthermore, the socio-

demographic 

characteristics of 

Vietnam’s population can 

be considered as rather 

stable and positive. Key 

data like death rate (crude 

death rate) and life 

expectancy at birth 

improved significantly in 

the period from 1960 to 

1990 and remain stable as 

of today. 
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Source: The World Factbook

Birth rate: Death rate:

16.26 births/1,000 

population (2014 est.)

Country comparison to the 

world: 121

5.93 deaths/1,000 population 

(2014 est.)

Country comparison to the world: 

170

Maternal mortality rate: Life expectancy at birth:

59 deaths/100,000 live births 

(2010)

Country comparison to the 

world: 101

Total population: 72.91 years

Country comparison to the 

world: 129

Male: 70.44 years

Female: 75.65 years (2014 est.)

Infant mortality rate: Dependency ratios

Total: 18.99 deaths/1,000 

live births

Country comparison to the 

world: 95

Male: 19.35 deaths/1,000 

live births

Female: 18.58 deaths/1,000 

live births (2014 est.)

Total dependency ratio: 41.3 %

Youth dependency ratio: 31.9 %

Elderly dependency ratio: 9.4 %

Source: The World Factbook



EVBN Healthcare

The improvement of living conditions and favorable changes in socio-demographic features also

have an impact on the healthcare industry. Although Vietnam’s healthcare industry still faces

significant challenges, it, is forecasted to grow until 2018 and 2023 at compound annual growth

rates (CAGR) of 15.3% and 14.3% respectively. With an extremely small number of medical

institutions serving country citizens’ needs (only 20.5 beds for every 1,000 citizens and roughly 11

hospitals per 1mn of citizens), Vietnam’s healthcare system faces a lack of trained professionals.

This is specifically true for rural areas, largely because qualified personnel move to better paid

hospitals in big cities. Other significant obstacles in the healthcare are obsolete facilities and

equipment, by and large due to poor financing.

Much of the increased expenditure will be on health infrastructure which remains basic in many

rural areas. Over the longer term, this is likely to result in better access to basic medicines.

However, the rising healthcare expenditure does not necessarily equate to quality healthcare

provision. Nonetheless, the need for improved healthcare products, services and infrastructure

might create opportunities for domestic and international companies.

7

f = BMI forecast. Source: BMI, WHO

Healthcare Expenditure Forecast 2009 - 2023
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Despite these drawbacks, positive shifts are expected in the near future driven by a growing

economy and an alleged growth of the private healthcare sector. Moreover, it is expected that

training facilities and research and development are improved making Vietnam an attractive spot

for foreign players. The following graph depicts the percentage of health care expenditures based

on the country’s GDP.

Since the healthcare industry is a broad category comprising an aggregation of various sectors,

such as medical equipment, hospitals, pharmaceuticals, biotechnology and others, we distinguish

two main sectors in the given report: the healthcare and the pharmaceutical sector. Whereas the

healthcare industry is seen as the umbrella of different sectors, the pharmaceutical sector part is

specifically related to markets of various types of drugs and medical devices.
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Generally speaking, the pharmaceutical market is still characterized by imported drugs. Domestic

producers focus mostly on generic medicines while their export activity is relatively weak.

Consumption of pharmaceuticals produced by domestic companies only stood at 1.9% of

Vietnam's GDP in 2013. Additionally, the fact that most pharmaceutical input materials have to be

imported gives Vietnamese products little competitive advantage. Although foreign products are

likely to dominate in the near future, domestic companies are expected to start investing in

research & development (R&D) activities to build up infrastructures that meet international

standards. Companies in the industry will continue to strive towards the goal set out by the

Ministry of Health that domestic production meets 70% to 80% of domestic demand by 2020.

Some of the challenges the Vietnam pharmaceutical market faces are the poor regulatory and

intellectual property (IP) standards which allegedly added to hold back foreign investment in the

country. Furthermore, Vietnam’s pharmaceutical market suffers from counterfeit drugs and a lack

of certified pharmacies and pharmacists.

Overall, the healthcare industry in Vietnam, is likely to undergo a wave of consolidation in the face

of rising pressures on companies and governmental institutions to implement international

manufacturing practice standards. Additionally, a growth of foreign direct investments (FDI) and

improvement of operational efficiency is expected to take place.

On the other hand, factors such as imposed constraints on pharmaceutical FDI, poor healthcare

infrastructure and the above outlined issues make Vietnam a challenging business destination.

9
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THE HEALTHCARE SYSTEM01
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The hospital sector in Vietnam still faces significant room for improvement: firstly, the number of

facilities is rather small leading to constant overflow of visitors. Consequently, the hospital bed

occupancy rate (BOR) exceeded 100% in 2011. In the same year, Vietnam had approximately

1,040 hospitals, which account for only around 12 hospitals per 1mn inhabitants with

approximately 24 beds per 1,000 inhabitants. Currently, the number of hospitals in Vietnam has

risen to 1,063 (of which only around 12% are private). However, together with the growing

population the estimated number of hospitals per citizen and also BOR figures are currently even

lower and equal only 20.5 hospital beds for every 1,000 citizens and roughly 11 hospitals per 1mn

of inhabitants. This is well below the ratio of 33 beds for every 1,000 residents, recognized as the

minimum acceptable level by the World Health Organization.

Aiming at alleviating the problem of overcrowding at state hospitals, authorities announced that

additional investment will be made in hospitals in urban centers to enable hospitals to improve

services. The Ministry of Health of Vietnam revealed that some hospitals have been operating at

nearly 150% of capacity levels. To make matters worse, a law effective since 2011 - the Law on

Medical Treatment - allows state hospital medical officials to establish private clinics and work

overtime at these clinics. According to Business Monitor International (BMI), the law triggered that

some professionals partly or fully neglect their duties in public hospitals and shift towards the

private sector due to the high monetary incentives in private institutions.

In 2013, in bid to tackle overcrowding in central hospitals, the Ministry of Health announced a

satellite hospital program. Through to 2015, a number of satellite hospitals, placed in additional

facilities are expected to perform most of the medical procedures carried by central hospitals.

Despite this positive attempt to ease overcrowding, the Deputy Minister of Health stated that the

program was already facing difficulties such as shortages of medical professionals and facilities.

Currently, most commune medical clinics only have approximately 60% of the necessary medical

equipment due to low financing. Pharmaceutical procurement is mostly done through tenders.

State hospitals often face budgetary deficits and can therefore not afford state-of-the-art

equipment and treatments. Despite the fact that some hospital fees were raised by 3% to 20%

and the Deputy Minister of Health announced that hospital fees will continue to increase from

2014 to 2018, such increments do not address the above described issues sufficiently. With

government spending in healthcare currently set at only 7% to 8% of GDP (2014) it is unlikely that

central resources will tackle this shortfall in the near future.

Public Sector1.1
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Private Sector1.2

At present, private hospitals represent only 12% of the total number of healthcare facilities

nationwide, but this figure is projected to grow rapidly as the country's economy expands. The

perceived shortfall in local resources and expertise is leading a number of foreign companies to

target the Vietnam’s healthcare sector, since despite the public’s poor healthcare system, the

economic development of the country is considered very positive. Recent years have seen a

major influx of overseas investors and specialist medical service providers, largely drawn by the

inability of local players to service growing demands.

In order to increase and secure overseas investment, the Vietnamese government introduced a

range of incentives for this sector. For example, foreign healthcare companies enjoy a corporate

income tax rate of 10%, tax exemption over the first four years of a project and a 50% subsequent

tax break in the following years.

Despite these incentives, there are currently only 137 private healthcare facilities in the country

(out of a total of 1,063 hospitals across the country). Predictably, the majority of these private

hospitals can be found in more developed metropolitan areas, typically Hanoi, HCMC and Da

Nang. Inevitably, due to the huge capital demand and the need for a swift return on investment,

foreign funding in the healthcare sector has been aimed at the top-end of the market, notably

overseas workers based in Vietnam, foreign-employed Vietnamese citizens returning home for

treatment, and local citizens with above-average incomes.

With Vietnam's population set to top 90 million and the local economy continuing to develop, the

demand for high-grade medical services will inevitably increase. The sector is now seen as a

premium investment area for companies with a respective track record in the healthcare industry.
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Insurance and Reimbursement Procedures1.3

The Vietnam’s Health Insurance System was established between 1992 and 1998 in order to

achieve improvement in people’s health. Around 63% of Vietnamese were covered by insurance

by 2011 and the figure is expected to raise 75% by 2015 and 95% by 2020 according to the

officials in Vietnam.

Despite the concern over financial sustainability, the government enacted a Law on Health

Insurance in 2008 that became effective in 2009 aiming to achieve universal health insurance

coverage by 2014. Under the provision of the Law, children under 6 years old and those in the

lowest income brackets became a compulsory group. Also, students and pupils were included in

the compulsory group in 2010. Additionally, farmers, workers in the sectors of agriculture, forestry,

fishery, and salt producers were included in 2012. However, the benefit packages remain broad

and undefined.

Regarding the insurance and reimbursement procedures in general, patients are allowed to

register at any health center or hospital (attached to particular community or district) where they

wish to be treated. The insurance is effective when an insured person is provided with medical

care at the place of registration. In case an insured person prefers to be treated in another health

center or district hospital, it is obligatory to pay directly, and the out-of-pocket payment (OOP) will

be reimbursed later at a place of residence (except in emergency cases). In the case of an

emergency, the treatment will be given for free irrespective of the place of treatment. Citizens of

Vietnam can also use private clinics with limited benefits from the health insurance scheme.

The applicable benefits by and large depend on the category of the insured. Since the

establishment of the co-payment system in 2010 not all insured could receive free medical

consultation and treatment, yet the insurance covers at least 80% of the medical cost. For people

who are not covered for 100%, they have to pay the rest directly to the hospital.
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Transportation cost is also covered by the health insurance in accordance with Circular

09/2009/TTLT-BYT-BTC when the patients need to be transferred to another hospital with a

higher technical level in the same administration area due to emergency or technical reasons.

Nonetheless, these merits are limited to eligible persons, children under 6, people on monthly

social welfare allowance, and poor, ethnic minorities living in difficult socio-economic conditions

and near the poverty line.
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Insurance coverage types (for basic medical care services)

100% medical consultation 

and treatment costs

95% of medical consultation 

and treatment costs
80% of the costs

Specialized technical officers
Persons on pensions or monthly 

working allowance

Other categories of the 

insured

Specialized technical 

noncommissioned officers
Capacity loss allowance

Professional officers
People on monthly social welfare 

allowance as prescribed by law

Professional non-

commissioned officers

Officers of the People's Public 

security

Poor household members; ethnic 

minorities living in areas with 

difficult or exceptionally difficult 

socio-economic condition

Meritorious persons

Children under 6

Source: A Health Financing Review of Viet Nam. World Health Organization Report
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When an insured person receives medical treatment at a non-primary care provider or non-

affiliated hospitals of primary care providers determined by the Ministry of Health (except for

emergency cases), the cost will only be covered within the scope of their entitlement defined in

Article 21 of the Law on Health Insurance depending on the grade of health facilities. The

determined grade is based on the level of services and facilities, which are announced by each

provincial health department. Grade-I is the hospital with the best quality services followed by

grade-II, and grade-III. For grade-III, 70% of the medical costs will be covered. For grade-II, 50%

of the medical costs will be covered, and for grade-I, 30% of the medical costs will be covered. At

any medical treatment facilities, for each use of technologically advanced medical treatment, the

ceiling is defined as 40 months of the minimum monthly salary. Since the minimum monthly salary

for the year 2014 is estimated at US$12-$19, the ceiling therefore accounts for US$480-760.

Therefore technologically advanced treatments could cause extremely high OOP expenditure.

According to government Decision No. 36/2005/QD-BYT, there are 177 technologically advanced

medical services including dialysis, transplants, certain types of cancer treatment and

cardiovascular operations. In practice, many of these services are related to severe illnesses. For

technologically advanced medical services, the regulation is even more specific, and the ceiling

applies to all insured people. Children under 6, revolutionary activists, Vietnamese hero mothers,

war invalids and beneficiaries of policies for war invalids, class-B war invalids, disabled soldiers

who have lost 81% or more of their working capacity, ill or injured soldiers are treated for free

when these patients are treated for recurring illnesses and diseases. Pensioners and people on

monthly working capacity loss allowance, people on monthly social welfare allowance as

prescribed by law, poor household members, and ethnic minorities living in difficult socio-

economic conditions are covered for 95% of the costs. Other insured people are covered for 80%

of the costs.

Many drugs are also covered by public insurance based on Decision No.5/2008/QD-BYT issued

in 2008. Patients can obtain these drugs at the health facilities at which they are registered for

reimbursement. The list includes 750 medicines and 237 traditional herbal medicines. Although

the long list of reimbursed drugs is in generally beneficial to the insured, there are a few concerns.

Firstly, the list is not created from a monetary perspective, and some drugs that are rarely used

even in highly developed countries, are very expensive. Secondly, there is no monitoring or

regulation of drug price. Hence, price setting of drugs is left to the discretion of the hospital, which

often leads to high drug prices. Thirdly, hospitals often lack drug stocks. Since reimbursement of

drugs only applies to the purchase of drugs in the hospital where the insured is registered, there

are many cases in which patients cannot obtain the drugs that they need. When patients purchase

drugs from a private pharmacy, the cost must be covered by the OOP.
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Cases that are not eligible for health insurance coverage in Vietnam

1. Cases in which costs are paid by the state budget

2. Convalescence at sanatoria or convalescence establishments

3. Medical check-ups

4. Prenatal tests and diagnosis for non-treatment purposes

5. Use of obstetric supportive techniques, family planning services or abortion services, except 

for cases of discontinuation of pregnancy due to fatal or maternal diseases

6. Use of aesthetic services

7. Treatment of squints, short-sightedness and refractive defects

8. Use of prostheses including artificial limbs, eyes, teeth, glasses, hearing aids or movement 

aids in medical examination, treatment and function rehabilitation

9. Medical examination, treatment and function rehabilitation in the case of occupational 

diseases, labor accidents or disasters

10. Medical examination and treatment in the case of suicide or self-inflicted injuries

11. Medical examination and treatment for addiction to drugs, alcohol or other habit-forming 

substances

12. Medical examination and treatment of physical or mental injuries caused by law-breaking 

costs

13. Medical assessment, forensic examination, forensic examination, forensic mental 

examination

14. Participation in clinical trials or scientific research

15. Work injuries within the payment scope of employers according to legal regulation on work

16. Traffic accidents due to breaching of the law and others traffic accidents that are covered by 

work injury scheme

17. Extra medical service costs (include medicines, medical materials, medical service) upon 

request of the patient

Source: A Health Financing Review of Viet Nam. World Health Organization Report

The cost for medical check-ups or medical examinations is not covered apart from screening

tests for the early diagnosis of some cancers because the government provides preventive care

for free to everyone regardless of whether they are insured or non-insured.

Thus, despite quite broad range of services covered, benefit packages remain broad and

undefined, pushing wealthy citizens of Vietnam to use paid services instead of those that are

provided by the government.
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Vietnam's pharmaceutical market was valued at US$3.30bn in 2013 showing a 17% year on year

increase from the previous year. By 2018, BMI expects pharmaceutical consumption to reach

US$7.06bn, equating to a CAGR of 15.1% in local currency and 16.5% in USD. Over the

extended forecast period to 2023, the CAGR will be slightly lower, but the growth will remain

double-digit.

Inflation is one of the major factors in these high nominal market growth rates. However, there is

considerable scope for increased pharmaceutical consumption in a country where per capita drug

expenditure is just US$35.94. This fact, combined with an expanding population, higher levels of

health awareness and increased access to pharmaceuticals, creates a strong base for market

growth, assuming the required resources have are put into the healthcare sector development.

However, pricing remains a concern due to a lack of control, as well as regulatory bias against

foreign products.

16

THE PHARMACEUTICAL MARKET02

Pharmaceutical Market Forecast 2009 - 2023

f = BMI forecast. Source: BMI, Drug Administration of Vietnam (DAV), 

Vietnam Ministry of Health, domestic companies, local press
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The pharmaceutical market in Vietnam is based largely on imported production which accounts

for around 95% of goods, while exports are estimated at only 5% of market volume. Despite the

exports’ year-on-year double digit increase, pharmaceutical manufacture in Vietnam stays small.

Out of the imported pharmaceuticals, the biggest exporters are France, India South Korea,

Germany, Switzerland and Italy accounting together for around 54% of the whole import volume.
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12.98%

8.34%

7.97%

5.25%4.93%4.20%

3.83%
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2.41%

2.32%
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Vietnam pharmaceutical imports by countries 2013

France
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Thailand

USA

China

Australia

Others

Source: General Department of Vietnam Customs

Import and Export2.1
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Vietnam's regulators on import and export of pharmaceuticals faced their greatest challenge with

the country’s entrance to the World Trade Organization (WTO) at the start of 2007. Foreign

enterprises have been given the right to open branches in Vietnam but were prevented from

distributing their products in the market. As part of its membership application, Vietnam pledged to

set import duties at less than 5% for pharmaceutical products and drug tariffs are expected to

average just 2.5% within five years of accession.

Still, regulators aim at strengthening domestic production in the long term. More specifically, the

government has outlined investment plans of up to US$1.5bn in the pharmaceutical

manufacturing sector over the next 10 years to reduce reliance on imports.

The plan foresees a variety of programs including the upgrade of technologies to meet good

manufacturing practice standards, the development and expansion of the pharmaceutical supply

network to poor and remote areas, the establishment of joint ventures with foreign players thereby

resulting in a greater market share for domestic pharmaceuticals.

Furthermore, the Vietnamese government is keen to increase domestic drug use in the country. In

2013, the Drug Administration of Vietnam (DAV) launched a program aimed at raising awareness

among doctors, hospital managers and the community on the use of locally produced drugs. In

order to promote local drug consumption, the government is aiming to implement universal

healthcare by the beginning of 2015. The country may opt to subsidize more locally made drugs

under the scheme, which would introduce risks to foreign drug makers.

The pharmaceutical industry in Vietnam faces barriers on price and policy. Firstly, according to

the Price Management Department, the annual average export price from Vietnam is 20%-25%

higher than other countries in the region such as India and China. If the domestic prices were to

be reduced to equal the prices of these countries, domestic companies would not be profitable.

The high price is caused by the fact that Vietnam’s pharmaceutical industry has to import many of

the main materials in pharmaceuticals while the other countries produce many of the key

components themselves.

Secondly, the product registration process still faces a number of further time-consuming

difficulties, affecting both exports and imports. In order to bring new products to the market,

companies must send registration forms, application forms and product samples for testing. This

process takes up to two years.
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However, export performance is gradually improving as export revenues have increased over the

years. For example, the export revenue of one of the biggest local manufacturer DHG Pharma

increased from several thousand US$ in 2006 to over US$1mn. In 2012, taking up 2% of the

industry’s export turnover.

Data from the UN Commodities Trade Database (UN Comtrade) showed that the country

exported US $77.1mn worth of pharmaceuticals in 2012. By 2013, Vietnamese companies

exported mainly to countries such as Myanmar, Laos, Cambodia, India, Hong Kong, Philippines,

Malaysia, and more than 20 countries in Africa. BMI forecasts that export continues to grow

rapidly and will reach US$204mn in 2017. This is based on the assessment of some potential

markets in Africa since 70% of demand in African countries must be met by imports. Primary

products needed include medicines for malaria and diarrhea and vaccines, all of them are

products that Vietnamese companies produce.

At the same time most domestic manufacturers are characterized by limited R&D facilities,

deficient financial capacity and backward management, and meet approximately 40% of domestic

demand in the form of predominately basic treatments. This leaves room for foreign companies to

enter the market.

According to the Vietnam Pharmaceutical Companies Association, 30% of some 1,000

pharmaceutical firms operating in the country are foreign-funded. Several multinational

pharmaceutical companies recently entered the Vietnam's market, partially through joint ventures.

Data from UNComtrade does not specify the type of finished pharmaceuticals traded (i.e. whether

they are patented or generic drugs). However, given that Vietnam is a developing country with low

per-capita pharmaceutical and healthcare expenditure (US$90 in 2014), BMI believes that the

majority of the drugs consumed in Vietnam are generic drugs imported from overseas. BMI

highlights this reliance on imported products as a commercial opportunity for foreign drug makers.

19
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While the pharmaceutical sub-sector may grow at a double-digit rate, not all foreign drug makers

will be able to capitalize on this growth opportunity. Doubts regarding drug quality and counterfeit

drugs are two reasons why trust plays a major role in developing markets like Vietnam.

Consequently, careful branding and marketing is a vital method by which firms can capture

market share in Vietnam and other developing countries. Companies that are able to engage

physicians (through their sales forces), initiate differential pricing policies and launch various

corporate social responsibility programs are likely to be seen in a more positive light than those

that fail to do so and are therefore more likely to succeed in Vietnam.

Free trade agreements are seen as an obstacle to the use of domestic drugs due to patent

conditions. BMI notes that Vietnam is one of the member countries under the Trans-Pacific

Partnership (TPP). Interest groups from a number of countries such as Malaysia, Australia and

New Zealand have warned of potential increases in drug prices, as there could be an extension of

intellectual property rights involving pharmaceuticals. Should member countries agree to extend

patent terms, all generic drug companies will be affected.

Additionally, the government's intention to invest in the development of its biotechnology sector is

likely to act as a catalyst for wider the industry reform, in particular concerning patent protection.

However, local drug production is still weak and incapable of meeting domestic demand, although

local regulation reforms on a considerable scale are expected to attract foreign investment. To

help to make further progress, the government has outlined plans to invest US$241mn in eight

projects within the local drug manufacturing industry. This will include the construction of four

pharmaceutical plants in the next four years. The authorities aim to have 70-80% of domestic

demand met by local producers by 2020.

Given that the pharmaceutical sector is still in its infancy, reliance on imports is expected to

continue in the near future.

20
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Currently there are approximately 57,000 pharmacies in Vietnam, equating to 6.6 outlets per

10,000 people. The ratio in large cities is more favorable. According to figures released by the

Department of Health, the ratio of pharmacy outlets to 1,000 residents in Ho Chi Minh City

(HCMC) was around 4.5 in 2010, three times more than the national average, but still below

international standards.

One of the main issues is that patients can get most drugs without a prescription. Furthermore,

there is a lack of trained pharmacists and counterfeits are common. It is even reported that

doctors still illegally disburse medicines from their private offices.

According to the Department of Health Deputy Director, the number of GPP compliant pharmacies

in HCMC reached 140 out of 3816 in 2012. In Hanoi, only 249 were certified, out of the 1,500

registered pharmacies. The main obstacle for the certification of pharmacies is the substantial

investment required as well as the need for strict compliance with dispensing requirements. As of

today, GPP compliant pharmacies are mostly concentrated in urban areas while medicines

supplied to rural regions are not well preserved. Even for GPP compliant pharmacies,

prescription-only drugs are reported to be dispensed without a doctor's script, despite rules

prohibiting this practice.

Talking about the distribution system in general, it can be presented as follows:

1. The professional pharmaceutical distribution business

- State pharmaceutical distribution business

- Private pharmaceutical distribution business

- Foreign pharmaceutical distribution business

2. The production and distribution pharmaceutical companies

3. The system of wholesale markets

4. The system of public hospitals and private hospitals

5. Pharmacy system

6. Private clinic system

21

Distribution2.2



EVBN Healthcare

Matrix of distribution channels in Vietnam

22

Source: Vietnam Pharmaceutical Industry Report (VPBank Securities)
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Despite the blurred distinction between prescription and non-prescription products, over-the-

counter (OTC) healthcare has achieved relatively robust value growth in the last few years. The

value of OTC sales is likely to reach US$2.96bn in 2023, up from US$870mn in 2013. At the

same time, the sector's share of the total market as a percentage is expected to fall to 23.9%,

from 26.4%, due to the rising value of the prescription sector, more expensive imports, and stricter

dispensing controls.

Key drivers of OTC market growth will be mostly limited to volume, as consumers become better

educated and more confident about self-medication. OTC drugs will also benefit as consumers’

spending power increases, and - in the case of the low-income population - they may well turn to

OTCs and traditional medicines to seek cheaper alternatives to prescribed drugs.
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Another factor affecting the growth of the self-prescription market is that manufacturers import the

bulk of raw materials and active pharmaceutical ingredients, such as vitamins and analgesics,

especially given the local currency depreciation compared with key source markets like China,

Japan and South Korea.

Nevertheless, despite these setbacks, vitamins and dietary supplements are one of the fastest

growing segments of OTC healthcare in Vietnam, with analgesics remaining the best sellers.

Single vitamin supplements have become common household products in the country, while high

generic penetration in this area has helped to make the products affordable to the majority of

consumers. In fact, according to survey conducted by market research firm AC Nielsen in

partnership with the Association of the European Self-Medication Industry (AESGP), consumers

in Vietnam (at 45% of the total) are among the most likely to take an OTC drug for a minor ailment

as soon as symptoms are present.

Furthermore, according to BMI there is a great potential for Vietnam's traditional medicine (TM)

sector as long as the government can attract investment in extraction technologies, reduce

Vietnam's reliance on importing raw materials and in turn bring down the retail prices of such

products. With more than 4,000 medicinal herbs and plants in the country, there could be myriad

applications in the consumer health sector, which would boost the overall OTC market value.

However, the government will also have to improve regulation of the sector. It is estimated that up

to 70% of traditional counterfeit medicines are imported into the country. Presently, the Ministry of

Health only allows around 15 herbal brands to be sold in Vietnam, although the market is

saturated with unlicensed offerings. BMI believes that in the coming years, the Ministry of Health

will increase its reliance on TM and the cultivation of traditional herbs, since the government

announced it would continue to nurture the traditional medicine sector and drafted a plan that

aimed at modernizing the subsector by 2020 under decree 2166/QD-TTg.
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According to BMI, sales of the patented drug segment will achieve a CAGR of 14.9% from 2013 to

2017, and account for between 21% and 23% of the entire market during that period. Compared

to generics drugs, patented drugs demand much higher prices due to high R&D expenditures and

their production being guarded by the legal patent protection rules.

25

Source: Vietnam Pharmaceutical Industry Report (VPBank Securities)

Patented Drugs2.4

Sales forecast for patented drugs

5

4

3

2

1

0

25%

20%

15%

10%

5%

0%

USDbn Patented drugs Growth Growth

2010   2011   2012   2013e  2014f  2015f  2016f  2017f



EVBN Healthcare

Currently, all drugs that contain patented Active Pharmaceutical Ingredients (APIs) are

manufactured abroad and must be imported for local consumption. As such, added fees like

import tariffs (5% at the moment), transportation costs and administration costs erode their

affordability in the market. Within this segment, patented specialty drugs, are expected to

experience strong growth due to better living conditions, longer life expectancy and better access

to healthcare. According to data from the Ministry of Health, around 150,000 people contract

cancer each year in Vietnam with the mortality rate standing around 50%. Considering the shift in

disease profiles discussed at the beginning of this report, the patented drug segment will be a

very lucrative market in the upcoming years.

Local pharmaceutical companies in Vietnam, however, are not keen on investing in R&D in order

to develop new patented drugs due to the huge expenditure and long time horizon usually

associated with the development of a new drug. According to a study conducted in 2011 by

InnoThink Center for Research in Biomedical Innovation, a United States-based think tank, it

costs at least US$3.6bn and a period of five years in order to develop a new drug. At the moment,

pharmaceutical companies in Vietnam are content with producing generic drugs and only hold

patents for the trade names of their products, but not for the drug formulas.

At the moment, pharmaceutical production in Vietnam is still limited in term of offerings as most

local companies choose to produce similar products to minimize business risks. According to data

provided by the DAV, at the end of 2011, 524 APIs were used in the domestic production of

13,268 pharmaceutical products (averaging 25 products per 1 API) while 927 APIs were present

in 15,552 imported medicines (averaging 16 products per API). The domestic companies

manufacture mostly generic and low-value drugs, such as antibiotics, and painkillers while the

high-value specialty drugs (e.g. oncology, diabetes medication) are usually imported. Vietnam

offers strong potential for the generic market due to the country’s consumer purchasing power

being quite low in relation to the pricing of the patented drugs. However, there is expected to be

momentum for the specialty drugs in the future as well.
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As mentioned, the overall generic drug market is sizeable, standing at around US$1.69bn in

2013 equaling approximately 51% of the overall market's value. However, a significant share of

products are considered low-quality copies of unproven bioequivalence. The Ministry of Health is

stepping up its efforts to address the problem by enlisting the help of medical professionals in

the country, in a bid to improve generic usage and the utilization of domestically made products

in hospitals and clinics.

Additionally, entrance into the WTO should in theory, result in dubious copy products gradually

being purged from the market, as the country brings its intellectual property (IP) regime in line

with Trade-Related Aspects of Intellectual Property Rights (TRIPS). However, given the

notoriously poor standard of IP enforcement in the country, these illicit products will continue to

have a sizeable influence in the near future.

Overall, generic products are likely to dominate the market in terms of volume and value and the

sector is expected to reach US$7.18bn in 2023 accounting for 58.1% of the total market (up from

the calculated 51.2% in 2013). To conclude, Vietnam offers strong prospects for generic market

growth due to low consumer purchasing power.
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Over 95% of the medical device market in Vietnam is made up of foreign goods. The main

sources of import are the US, Germany and Japan as well as Taiwan, Italy, France and South

Korea. Local production is extremely limited in terms of value, but volume levels are rising. There

are presently 50 domestic firms producing approximately 600 products officially licensed by the

Ministry of Health. The vast majority are low-end offerings such as dressings, plastic gloves and

syringes. However, they meet quality standards as the ISO 9001-2000 came into effect in 2004.

Still, medical equipment being used in Vietnamese hospitals and clinics can still be described as

rather outdated. Shortages are common, placing a strain on providers and patients. The state is

attempting to redress this situation but not necessarily through buying more foreign goods.

Prior to the WTO accession, only local players were allowed to distribute medical devices in

Vietnam. Companies from overseas were required to sell their products to a local wholesaler that

would then disseminate the goods themselves or through a network of smaller agents. Following

WTO admission in 2006, the country was looking to sanction JVs between overseas companies

and local distributors. From of the start of 2009, wholly foreign-owned companies have been

allowed to establish market presence.

For example, in 2009, US-based Alpine Biomed Corporation opened its second Vietnamese

manufacturing plant, reportedly doubling its capacity in the country. The company is engaged in

the production of diagnostics for gastro-esophageal reflux disease (GERD). The plant, which is

registered with the US FDA, has also received the Medical Device Quality Management System

certification issued by the International Organization for Standardization (ISO), a testament to its

high standards of quality. The expansion of capacity is in line with Alpine's strive to increase its

global presence, while the company will also take advantage of the rising demand for

endoscopies among Vietnamese doctors and patients.
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German Siemens, already one of the most prominent suppliers of imaging diagnostics in Vietnam,

will continue to make their mark in Vietnam. In 2012, Siemens Healthcare inaugurated a medical

testing sales department, introducing new testing equipment for diabetes and immunity. According

to statements made by Etienne Szivo, Executive Vice-President of Siemens' Healthcare sector for

ASEAN, Korea and Pacific, the company is also to extend its technical support services to

domestic hospitals, in addition to contacting the buyers directly, rather than through agents, as

was done previously. Siemens is reportedly targeting double-digit sales growth in Vietnam over

the coming years.

The regulation of medical equipment in Vietnam is overseen by the Ministry of Health, which is

continuously looking to improve standards. According to the government's Decree 89/CP from

1995 and Circular 05/2000/TT-BTM from 2001, all new medical devices must be approved and

publicly listed. Moreover, a 1997 ruling (Decision 2019/1997/QD-BKHCNMT) stipulates that used

equipment - not an uncommon scenario in emerging countries - must retain at least 80% of life

expectancy and have a maximum of 110% energy consumption when compared with a new

version. In terms of labeling requirements, text must be in English and Vietnamese or French and

Vietnamese. International aid to Vietnam is often made through donations of medical equipment.
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Reorganization of Network of Treatment Centers

Based on the government's economic plan, the regulation of drugs, food safety and hygiene and

cosmetics will be strengthened and healthcare investment increased, supported by a substantial

reorganization of the current network of treatment centers. General hospitals in urban areas are

expected to be turned into multi-use clinics or specialist institutions, with the current hospital

network due for expansion through the construction of a number of new facilities. These new

developments are aimed at providing the majority of health services, which should improve

access to health in the more remote areas of the country.

Since higher numbers of staff in the healthcare sector are necessary for its development, the

Ministry of Health is planning to carry out a series of steps, including sending more health workers

to localities, overhauling policies benefiting healthcare workers in remote areas and raising

investment in infrastructure, as part of an effort to tackle staff shortages. However, the majority of

these aims have not been fulfilled yet due to the poor regulatory environment in the country, and

highlights that there needs to be a systemic shift in terms of efficiency, bureaucracy and

corruption before we can see a surge in healthcare improvement.

National Development Strategy of Pharmaceuticals

In 2014, the Vietnamese Prime Minister issued Decision No. 68/QD-TTg, approving the National

Development Strategy of Pharmaceuticals in Vietnam (2020 - 2030) with an overall aim to ensure

supply of essential medicines for the prevention and treatment of diseases.

By 2020, the government aims to:

• Ensure timely supply of drugs at all times

• Have domestic pharmaceutical firms to producing 20% of the demand of raw materials in

Vietnam

• Have domestic drug production account for 80% of the total drug consumption

• Increase the pharmacist ratio to 2.5 pharmacists per 1000 people

However, it remains to be seen in practice if these aims can be met in due time.
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Biotechnology Sector

Vietnam is looking to develop its nascent biotechnology industry as a driver of economic growth.

Due to high growth rates and value-added products, the three main biotech sectors - medical,

industrial and agricultural - are seen by the government as the important way to stimulate

prosperity-growth. A total of US$31.3mn has been allocated for developing the sector recently.

The funds may seem modest, but given Vietnam's low-cost base, numerous initiatives are

expected to benefit.

For many years, biotechnology has been identified as a prioritized technology in Vietnam due to

the country's wide range of biological resources and reliance on agriculture. In fact, most of

Vietnam's success in this field has been in the development of green biotechnology, which covers

agricultural products. Notable examples include year-round pineapples and high-yield rice

varieties. The evolution of red biotechnology in the development of medical interventions, such as

affordable recombinant proteins, is likely to be the next step.

Research and Development

A few steps strengthening cooperation in R&D are being taken by the authorities in Vietnam. For

example, cooperation with French authorities in healthcare and energy is expected to start with

dispatching French experts to Vietnam, who will provide training and advice to local staff in

Vietnam.

Vietnam and the US are signatories of the first ever cooperation accord in the health sector

between the two countries. Under the five-year plan, the countries will increase technical and

research exchanges, with a special emphasis on infectious diseases such as HIV/AIDS and avian

flu. The deal represents improving relations and should see the US provide assistance for

healthcare training, as well as help develop Vietnam's medical infrastructure.

Reinforcing the trend for co-operation between regulators in various jurisdictions around the

world, the Bulgarian government announced plans to collaborate with Vietnam in the field of

healthcare. Under the two-year plan, Bulgaria and Vietnam will share information and study each

other's processes in the areas of public health, outpatient care, food security and medical

education. There is also the possibility that medical students from Vietnam will be able to

participate in exchange programs to enhance post-graduate training. Additionally, in a ground-

breaking development for emerging markets, the cooperation will also enable the exchange of

Bulgarian and Vietnamese patients who would have the opportunity to seek remedies in the

country that offered the better treatment for their illnesses.
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Vaccines

Currently Vietnam has a small, but relatively impressive portfolio of vaccines and vaccine

research projects. Over the short-to-medium term it is expected that Vietnam will continue to

develop vaccines catering to its domestic market before developing the capability to produce

vaccines for export purposes such as those for hepatitis B and human papillomavirus (HPV).

Vietnam will, therefore, continue to have a negative vaccine trade balance.

Some steps were taken to strengthen the subsector. For example, in 2013, Singapore-based

Inviragen out-licensed its Japanese encephalitis (JE) technology to Vabiotech. Under the

agreement, Vabiotech can exclusively develop and commercialize JE vaccines in Vietnam,

Cambodia and Myanmar.

Recently the Health Ministry's Institute of Vaccines and Medical Biologicals of Vietnam announced

that it successfully produced two vaccines against two types of influenza viruses (H1N1 and

H1N5). These vaccines are being produced at a WHO's good manufacturing practice certified

plant in Khanh Hoa Province. Dr. Le Van Be, the head of the institute stated that it is conducting

trials for the H7N9 vaccine.
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Vietnamese people are still influenced by other people’s perception of health, medication,

procedures and their effectiveness, based mostly on traditional medicines and informal

communication as a source for choosing particular medication.

The Vietnamese population have traditionally been using traditional and herbal medicines that

belong to one of the three streams, namely Thuoc Bac (Northern Medicine), Thuoc Nam

(Southern Medicine) or Thuoc Tay (Western Medicine). In more recent times, the government has

committed to the development of an identifiable Vietnamese Medical Science, which will work to

stimulate the over-the-counter (OTC) market. Vietnam is one of the few countries, alongside

China and South Korea, which have fully integrated traditional medicines within the healthcare

system. Additionally, the WHO has organized training workshops on the use of traditional

medicines for selected diseases and disorders in Vietnam.

Market research studies show that it is common for people in Vietnam to ask the advice of

unlicensed pharmacists or friends when choosing a medicine, rather than seeing a doctor and

receiving a prescription. Concern surrounds pharmacists who offer customers prescription-only

medicines over the counter, which in the case of drugs such as antibiotics, can lead to resistance

if they are overused. Like many other Asian countries, branding and advertising is becoming

increasingly prevalent in Vietnam's OTC sector.

Currently, Vietnamese by and large prefer to self-medicate and to purchase non-prescription

drugs when they fall sick.
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People tend to seek advice about health products from their relatives and friends who are using or

used to use the same drugs. Word of mouth marketing is a trend along with products that are

advertised in newspapers, magazines or television.

34

Information source when purchasing pharmaceutical % Consumer

Introduction of relatives, friends 46%

Advertisement on newspapers/magazines 46%

Advertisement on television 45%

Advice from doctors 43%

Personal experience 37%

Advertisement on cable TV 23%

Advertisement on Internet 22%

Leaflets at stores 18%

Outdoor Billboard 13%

Advices from other consumers on the Internet 8%

Information on social networks Sites 6%

Advertisement on radio 4%
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When it comes to making a purchase decision, an average Vietnamese consumer tends to opt for

private pharmacies. Moreover, private pharmacies have conveniently located so people can easily

buy drugs whenever they need and save time. In addition to this group, a smaller consumer group

chooses to buy drugs at hospitals, believing that drugs bought at hospitals are of higher quality

than those which are sold in other places.
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Furthermore, the advice of pharmacists at hospital pharmacies is thought to be more reliable 

among Vietnamese consumers.

Reasons of selecting pharmaceutical distributors
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Advice from doctors also plays an important role in the purchasing behaviors of customers, as this

is the specific industry that consumers are unable to test.

When a newcomer enters the market in Vietnam, it is essential to understand people’s habits and

preferences, which differ from Europeans in many ways, in order to not only to distribute in the

market, but to properly implement a marketing campaign.
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BARRIERS AND REGULATIONS

Pharmaceutical Advertising

Pharmaceutical advertising is generally under restriction in Vietnam and all advertising materials

must be registered through the Drug Administration of Vietnam. For example, prescription drugs

cannot be advertised directly to consumers, restricting the potential marketplace. However, these

products can be promoted to health officers via qualified representatives of pharmaceutical

companies and through product conferences and health seminars. Foreign firms are required to

obtain permission from provincial health departments before holding a conference and the

department must be aware if any pharmaceutical will be displayed. A 1996 decree also bans

doctors and medical officials from giving recommendations in the media.

Advertising laws are more liberal for over-the-counter drugs (OTCs), than for prescription

products. Consumer marketing for OTCs is permitted via magazines and newspapers, as well as

leaflets and brochures. The Ministry of Health issues a list of drugs that can be advertised to

consumers through TV, radio and other mass media outlets. In 2013, the Drug Administration of

Vietnam announced that it will ban the advertisement of nutritional supplements, but due to a lack

of co-operation between various government bodies and media, as well as due to the fact that

punishments are weak, the abovementioned regulations are not fully effective.
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Intellectual Property Environment

Vietnam's membership into the WTO resulted in some minor improvements to the country's

intellectual property regime, after the government agreed to implement IP guidelines to the

standards of the Trade-Related Aspects of Intellectual Property Rights (TRIPS) agreement.

However counterfeiting remains a major deterrent for research-based foreign companies, and

recently these problems have escalated given the latest economic crisis. The US Trade

Representative (USTR) and Pharmaceutical Research and Manufacturers of America (PhRMA)

are still keeping Vietnam among its 'to-watch' countries list with Vietnam’s status remaining

unchanged since 2004.

Despite some recent improvements to the IP environment, such as widening of network of

pharmacies under licenses, illegal copying remains commonplace, partly due to the lax

enforcement of legislation. Another part of the problem is that the majority of drugs sales in

Vietnam proceed not through regulated pharmacies, but through private dealers (these sales are

estimated at around US$450mn per year). In addition, the country has long, poorly monitored

borders with countries such as Laos, China and Cambodia, where the counterfeit drug trade is

active. Thus both insufficient legislation systems in IPR and badly controlled distribution systems

significantly affect the intellectual property environment, and therefore pharmaceutical

businesses.
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Barriers to Patent Registration

Another regulation barrier related to IPR is worth mentioning aside from the general IPR issues in

Vietnam. PhRMA alleged that the Vietnamese National Office for Intellectual Protection (NOIP)

misunderstood Vietnam's Law on Intellectual Property (2005) to omit 'second use' inventions from

the definition of 'invention'. In addition, the Ministry of Science and Technology 'expounded that

definition in 2007 in Circular No. 01/2007/TT-BKHCN, providing that patent protection will only be

offered to an invention if it is a 'technical solution,' including a product or a process.' As a result of

these varied definitions, the NOIP made 'second use' inventions ineligible as patent subject

matter, limiting the scope of patentable subject matter. Despite the multi-year restrictions to

patentable subject matter, this issue was only brought up by PhRMA in the most recent Special

301 submission report.

In addition to limitations in the scope of patentable matter, PhRMA also stated that its member

companies faced delays in terms of patent approvals, limiting the effective term of patent

protection. PhRMA specifically cited insufficient personnel capacity as one of the reasons for the

delay. Companies also faced patent enforcement issues after patent approvals. PhRMA stated

that Vietnam should 'adopt mechanisms which allow sufficient time for the resolution of patent

disputes prior to the grant of marketing approval for follow-on products. Similarly, PhRMA also

highlighted weak regulatory data protection in the country which makes it easier for generic drug

makers to make use of the innovator data during their marketing approval application.
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Local clinical trial and registration requirements

Vietnam has local clinical trial requirements for newly developed pharmaceuticals. The trial

usually takes 2.5 years, and after that an approval procedure takes its place, which usually means

a new drug takes around 5 years to enter Vietnamese market. Moreover, these procedures are

considered as expensive by many foreign experts and developers. Alternatively, an enterprise can

wait for 5 years after its product reaches the market of its country of origin, for example in Europe,

and then claim access to public institutions such as clinics, hospitals to sell the drug in Vietnam.

Pharmaceutical firms also have to reapply for the license at least six months prior to the expiry of

the registration. Otherwise, they are not allowed to produce or sell the drug in Vietnam. Despite

the six-month timeframe, in reality, the process of renewal can take eight months to more than a

year, restricting a pharmaceutical firm's access to the Vietnamese market.

Vietnam requires all imported biological products and new batches of vaccines to undergo quality

testing by the National Institute for Control of Vaccine and Biologicals which, according to

PhRMA, 'does not have the capacity to effectively conduct such tests'. Therefore, these

requirements only serve to delay the time needed to launch pharmaceutical products in Vietnam.
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Equal access issues

Currently Vietnam is in the process of changing tendering requirements, meaning that if local

Vietnamese drugs are available in the market, an equivalent foreign drug is not allowed to enter

the market. The tender process is expected to be centralized in the future, which makes

participation in tenders even more difficult for companies. This bears the risk of reducing a

number of players in the market.

As part of the 'Ministry of Health Decision No 2962/QD-BYT on promulgating temporary

regulations on documents needed in order to announce lists of original proprietary medicine,

medicines used for treatment similar with original proprietary medicines, and medicines with

documents proving bioequivalence', it requires additional documents in order to prove quality as

an innovator's pharmaceutical product for the bidding process. Under the temporary decision,

patents will only be accepted from 16 foreign patent offices and this limits the scope of patentable

matter to those with 'molecular patents', restricting patients' access to new medicines.
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Distribution Specifics for Foreign Invested Enterprises

In order to sell a product to wholesaler or retailer, an FIE (Foreign Invested Enterprise) has to

work through a Vietnamese distributor, who will lead the process, according to the law of Vietnam.

As another option, an international distributor operating in Vietnam can be chosen.

Pricing Regime and Price Spikes

Due to a lack of controls, medicine costs fluctuate wildly throughout the supply chain, which has

emerged as a key concern for foreign companies. Imported API (Active Pharmaceutical

Ingredients) prices follow the global market's fluctuations. Domestic manufacturers use mark-ups

indiscriminately and wholesalers also take seemingly random cuts. Finally, retail pharmacies do

not adhere to good pharmacy practice (GPP) standards set by the WHO. Prices of

pharmaceuticals in Vietnam have been rising rapidly in previous years.

Vietnam’s Ministry of Health faces sharp criticism over its failure to control the prices of essential

drugs during recent years. Moreover, there are allegations that importers collude with distribution

monopolies in order to keep prices artificially high. One method of achieving this is through

restricting supplies, thus forcing prices upwards. Another factor causing price inflation is the

cutting of promotions. For example, whereas previously retailers would offer free products if a

customer purchased a certain quantity, these offers are now being removed, which is impacting

access for low-income patients.
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