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Abstract

Abstract

Circumstance pollution and food insecurity has become more and more severe in
China. People who were suffered of cancer are more than any time in the history. As an
anti-cancer medicine, the market capacity of Cefuroxime axetil is huge. ABC firm is the
leading firm of its segmented market, its product shared above 85 percent in the market
and enjoyed an advantage competitive status. However, there are also some threats such as
policies and competition. In order to address these threats and occupied the opportunities,
ABC firm intended to set up Cefuroxime axetil project in Heyuan. Does this project could
indeed add value to ABC firm? Is it feasible in financial? What is the risk of this project

and how to manage the risk?

We first implemented five force analysis and SWOT analysis to ABC firm.
According to five force analysis and SWOT analysis, we found that ABC firm occupied
an advantageous competitive status. The strength overweight weakness, and the
opportunity overweight threat for the firm to implement this project. The author thus

suggested the firm to implement SO strategy.

Then and the most important, we evaluate the feasibility of this project both in
finance and risk. The Cefuroxime Ester project has been in process now. As the CFO of
ABC firm, to evaluate the project is my duty. ABC firm plans to invest above 107.7
million Yuan in this project. Some came from its own funds, the other were from loan
from banks. The operation period is ten years, and the WACC was 11.41%. After
evaluation, the static payback time was 4.39 years and the averaged account benefit ratio
was 49.7 %. The NPV is above 0. The inner benefit rate is 28.7%. It exceeded WACC far
more. The balance point is 102.67 tons. The results of sales, price and cost sensitivity
analysis indicated that price was the most important factor that made the project turbulent.

All the above indexes illustrated it is a good project and the firm would benefit from it.

It is no doubt that risk management of this project is also an important aspect in my
duty. We explored the operation risk (mainly caused by suppliers, customers, turnover of
employees and the fault brought by top management teams), macro-policies risk (mainly

caused by stricter standard and maximum price constraint) and technology innovation risk
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(mainly caused by the prevalence of the third and fourth generation products). We gave
the firm appropriate advices to manage these risks. To manage operation risk from
suppliers, ABC firm should consolidate the status in market, build strategic alliance
relationship with the supplier and develop the reputation of its brand. In order to manage
operation risk from turnover of employees, the firm should increase process and
distribution justice, adopt advices from employees, implement benefit alignment practices
and pay attention to work-family balance. The suggestions for the firm to manage
operation risk from fault made by TMTs included building up proper corporate
government structure, encouraging employees participate in decision making and take
advantage of manager market. Decreasing product cost, improving product quality and
cultivate customers brand loyalty were inductive for firm to manage macro-policy risk. As
for technology innovation risk, it is necessary for the firm to be involved in continuous
R&D, coordinate with research institution, set up its own innovation database and try to

gain the support of government.

The remainder of this article was organized as follows: in chapter one, we introduced
research motivation, the research significance and the research structure of this article. The
second chapter is industrial analysis. The third chapter consists of the introduction of the
firm and project. Project evaluation and risk management was organized in chapter 4 and
chapter 5, which were the most important parts in this paper. Conclusion and discussion

was located at the end of this paper.

In conclusion, all indexes suggested that the project is feasible. The project is
conducive to both ABC firm and Heyuan local society. It is no doubt that it will enhance
the leading status of ABC firm, and contributes to the legitimacy of it. Furthermore, it will

also create hundreds of career positions to Heyuan.

Key words: Five Force Model; Project Investment Evaluation; Project Risk Management
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