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Global Contract Logistics 2019 examines key trends
in contract logistics and 3PL operations and provides
analysis and evaluation of future practices expected
in the industry. It contains in-depth analysis of the EV
supply chain and makes forecasts about how
logistics solutions for this sector will change. The
report also looks into the use of benchmarks and
KPIs used to measure efficiencies of warehouse
operations.

In addition, Ti has ranked the leading contract
logistics providers on both a global and regional basis
(Asia Pacific, Europe and North America), and
provides the market shares of these providers based
on Ti’'s bespoke contract logistics market sizes.

A sneak preview

2.2.12 Major pharma markets
2.2.12.1 China

China is really in a category of its own when it comes to healthcare logistics investment. This
is more complex picture than it first appears. The Chinese healthcare market is very large —
certainly the second largest in the world — and growing rapidly. It is, however, an opague
market with the lines of responsibility in terms of purchasing items such as pharmaceuticals
often blurred.

There has also been a change in the nature of healthcare provision. Previously with a focus
on basic healthcare and the provision of pharmaceuticals, demand is shifting towards longer-
term care driven by the dramatically aging population and the better healthcare awareness
of the younger population. The reforms of the healthcare system have resulted in a
decentralisation of purchasing to provincial level, again complicating marketing and
purchasing operations. Much of the reform has been driven by a desire to increase access to
healthcare in rural areas and upgrade the country’s hospital system and other primary care
facilities.

This has an impact on the provision of healthcare related logistics provision. There is a
bifurcation between products sourced from global producers and locally produced products.
The former find it more difficult to penetrate the systems purchasing system. Price is a major
issue in purchasing. Therefore, the proportion of the pharmaceutical market that will be

taken by globally sourced products may be less — unless the Chinese change their
preferences and opt for higher quality, more expensive drugs. The reforms also help control
prices, with drug pricing managed an Essential Drug List (EDL) and a National
Reimbursement Drug List (NRDL). Both listings are subject to manufacturers offering
substantial discounts, with the NRDL offering access to a vast population in return.

Fiqure 2.16 Major pharmaceutical industry parks in China

All this has a major impact on the nature of logistics provision.
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4.1.2 Big Data and Al

The ubiquitous nature of low-cost sensors has led to the rise of big data. The trillions of data
points which are now being generated mean that the availability of information is no longer a
problem. However, the challenge remains o be able to use such high levels of data to make
informed decisions. Cloud-based control towers, which monitor and manage supply chain
activity, are a step towards utilizing this data. They can deliver complete visibility from
planning, operational performance monitoring, track and trace, event management to
statistical analysis of shipment volumes. However, on their own they are insufficient. The
polential of big data can only be exploited by removing human involvement from the
decision-making process. Humans are just no longer capable of analysing the overwhelming
levels of data which are being generated. This is where Al becomes critical.

Al is a broad concept, traditionally conceived as “the capability of a machine to imitate
intelligent human behaviour. Al within the current commercial context is now broadly
accepled as a term to convey a machine capable of performing tasks that would formerly
require human intelligence, such as visual perception, speech recognition, decision-making,
and language translation. For a machine to be artificially inteligent, it may be informed by
human reasoning, but it does not necessarily need to function in the same way.

A fundamental component of Al is machine learning, a term which informally is defined as
“the field of study that gives computers the ability to learn without being explicitly
programmed”. For example, through this process, a computer can “learn” to distinguish a
dog from a cat by learning from a data bank of thousands of categorized images and
respond to human corrections to build an association between the data.

To leverage the benefits of Al, it is first necessary for the computer in question to have
access 1o vast amounts of data, which is where big data becomes relevant. Moreover, in
understanding the analogy of big data as the “fuel” for an Al “engine”, it is also important to
recognize the significance of the loT as a means of generating useful data to be analyzed.
As these technologies progress and mature, they would be increasingly embedded within a
mutually supportive ecosystem, which operates and improves physical and virtual networks,
such as supply chains.
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