
Only ten weeks ago, COVID-19 seemed far

away somewhere in central  China.

Suddenly,  the v i rus started popping up in

var ious other parts of  the wor ld.  This

week, wi th more than 200,000 cases and

more than 8,000 deaths global ly the World

Health Organisat ion (WHO) announced we

have a global  pandemic on our hands

ravaging across the world.  An increasing

number of  countr ies across Asia,  Europe,

the Middle East and the US are s l id ing into

lock down mode. Exhibi t ions,  conferences,

sports events and social  gather ings have

been forbidden. Schools are c losed.

People are being told to stay at  home and

streets across Europe in countr ies l ike

I ta ly and Spain are being pol iced. No-one

saw this coming. What started as a strange

virus wi th a funny name has turned into

everyone’s worst  n ightmare.
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WHERE  WE  ARE  NOW

THE  ROLE  OF

GOVERNMENT

Thus far,  governments are st i l l  s low to

respond. They are not using the lessons

learnt  in China and copying these

lessons quickly enough. Lock down only

started this week across some countr ies,

yet  the vi rus has already infested whole

areas and countr ies.  Where China

managed to lock down most of  the Wuhan

region quickly wi thin 4 weeks, some

major countr ies such as parts of  Europe

and the US st i l l  a l low free movement

between and within the country.

 

What is needed is for  government not

only to th ink about how to provide some

economic rel ief  across the whole

economy but to focus their  f inancial

ef for ts on three key sectors.

People al l  around the world have started panic

buying food from their  local  supermarkets

leaving shelves empty.  People are locked up

in their  homes. Companies around the world

have started to hal t  manufactur ing l ines

simi lar  to what has already been happening

ear l ier  across China. Whole industr ies are

coming to a hal t .  Fl ights are being cancel led

and air l ines and hotels have started laying of f

staf f .  Other industr ies are doing the same

start ing to lay of f  temporary staf f  and f lex

workers.  The global  f inancial  markets are in

melt  down and have lost  over 35% of their

value not seen since the f inancial  cr is is of

2008. This has started to look l ike the scr ipt

f rom a Hol lywood horror f i lm scenar io wi th

only one major di f ference. This is real  and we

are only 10 weeks into th is!



A number of  companies have started to s low

down or stop completely their  manufactur ing

act iv i t ies.  In China this has already been going

on for some weeks which means products such

as electronics,  mobi le phones, fashion and

text i le exports are coming to a hal t .  Of course,

China is the global  factory for  so many products

and al l  these product suppl ies are af fected as

inventory levels across the world are start ing to

run low.

 

This week a number of  key carmakers

announced a fu l l  product ion stop such as the

French PSA Group and Volkswagen. Others

such as Renault ,  Ford and Fiat  have announced

simi lar  c losures of  key factor ies.  Soon there wi l l

be no new cars to buy from the showroom. This

is just  an example of  a whole sector gr inding to

a hal t .

 

Another one is the air l ine sector,  as countr ies

close their  borders and people stop travel ing,  a l l

a i r l ines are winding down their  operat ions.

Major air l ines operat ing f l ights between the US

and Europe have started to fu l ly  cancel  a l l

f l ights in an at tempt to reduce the f inancial

impact on their  business. Soon there wi l l  be no

trans-At lant ic f l ights a s i tuat ion unheard of

s ince the Second World War.  However,  most

people don’ t  real ise that  most air  cargo moves

around the world onboard passenger jets.

Air l ines are making the r ight  decis ions f rom

their  own f inancial  business perspect ive,  but

f rom a macro socio-economic perspect ive th is

wi l l  s tar t  af fect ing supply of  goods across the

world.

 

There are three key industr ies which run the

highest r isk of  impact ing al l  of  us the most very

soon i f  governments and big business don’ t  step

up.

These sectors are ut i l i t ies such as water and

energy, food and food processing,

pharmaceut icals and medical  care.  

 

The energy sector is wel l  organised, and

governments t radi t ional ly have a direct  ro le to

play in th is sector as they own most of  the

assets and/or have a vested f inancial  revenue

interest  in ensur ing energy gets to consumers

as part  of  their  tax system. The energy sector

is probably ok for  now. 

 

However,  in the food industry we are already

start ing to see many people stockpi le food to

bui ld up buffers in their  homes in case events

turn for  the worse. Most of  us have never

exper ienced this before in our l i fet ime.

Al though retai l  chains and governments are

cal l ing on people not to panic,  the panic is

there and for good reason. People real ise that

supply of  certain foods wi l l  soon slow down

especial ly in countr ies heavi ly dependent on

imported foods.

 

The pharmaceut ical  and medical  supply sector

is the th i rd sector which al though on

everyone’s radar screen in terms of  the

medical  and hospi ta l  care needs, is at  great

r isk of  breaking down soon unless

governments step in fast .
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THREE KEY INDUSTRIES 

ARE VITAL



All  of  the above factors together are putt ing severe

pressure on the whole supply chain system within the

pharmaceut ical  sector.  As a resul t ,  we could soon face

severe shortages of  medical  suppl ies as the whole global

supply chain for  these products s low down. Inventory

levels wi l l  wind down whi lst  medical  needs for certain

products such as medical  gowns, surgical  masks,

ster i l isat ion equipment but also for  certain pharmaceut ical

products wi l l  go fur ther up as the corona virus gathers

further pace.

SHORTAGES
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THE PHARMACEUTICAL SUPPLY CHAIN WILL RUN DRY

During normal t imes the pharmaceut ical  and

medical  supply sector typical ly has about 6

months of  inventory on hand in i ts supply chain.

There are var ious factors why pharmaceut ical

products f rom the pharmaceut ical  industry wi l l

soon be in short  supply.  The product ion of

medicines typical ly has a very long and global

supply chain.  From raw mater ia l  product ion to

API to semi- f in ished product,  compounding or

f i l l ing to packaging. Many pharmaceut ical

products touch a number of  countr ies before the

f in ished product is actual ly avai lable in the

hospi ta l  or  across the counter in your drug store

around the corner.  In the pharmaceut ical

industry,  much of  the global  t ransportat ion

between these manufactur ing steps goes via

internat ional  a i r f re ight .  This is gr inding to a hal t .

 

Right now, there are var ious “supply”  related

factors s lowing down the whole pharmaceut ical

supply chain.  First ,  manufactur ing i tsel f  is

s lowing down as companies are t ry ing to protect

their  staf f .  Second, government pressure on

certain companies has started to s low the export

of  certain medicines and medical  consumable

i tems as governments step in to secure supply

for their  own domest ic needs f i rst .  Third,  the

transportat ion of  product i tsel f  is  under severe    

 

pressure as air l ines stop f ly ing.  Medical

consumables,  typical ly moving around the world

via sea-freight,  is  a lso under severe pressure

due to several  addi t ional  factors and over land

transportat ion on trucks is also being

compl icated as countr ies have started to block

their  borders.

 

 On the “demand” s ide we have seen in the

pharmaceut ical  and consumables a s imi lar

development compared to the food industry,

namely stocking up of  product.  This is current ly

going on throughout the whole global  medical

market.  Governments and hospi ta ls are t ry ing

to increase their  “safety stocks” f rom the

tradi t ional  3-4 months to 12 months of  many

medical  i tems as demand for a number of

products surges related to the v i rus.  

 

Governments and hospi ta ls around the world

have been caught “of f  guard”.  They are not

known as fast  movers and typical ly behave

react ively to events.  I t  seems that the “middle-

men” are prof i teer ing and making the si tuat ion

only worse. Pr ice levels of  many products have

shot up and whi lst  some hospi ta ls and cl in ics

have secured addi t ional  stock others have

clear ly not been so lucky and are scrambl ing to

f ind addi t ional  stock f rom anywhere.

 



Therefore,  governments,  pharmaceut ical

manufacturers and large logist ics companies

col lect ively need to ensure cont inui ty of  v i ta l

a i r f re ight and logist ics routes between countr ies.

This can only be done short  term through

regulat ion to keep key transportat ion companies

“operat ing” to ensure cont inued supply of

“strategic”  medical  products.  One way is for

governments to extend f inancing secur i t ies to key

transport  p layers who current ly are cut t ing down

costs to of fset  massive f inancial  loss in revenue

and stock market value.  

 

In the most extreme scenar io,  some air l ines and

some transportat ion players may need to be

temporar i ly  nat ional ised to ensure short  term

business cont inui ty.  This wi l l  cost  money for sure

but wi l l  cost  governments far  less than i f  they

leave this problem l inger ing for too much longer.

Governments need to regulate col lect ively.

They need to ensure pr ice levels are f ixed

through temporary law based on exist ing

contracts f rom before Corona. This wi l l  a lso

ensure the middlemen and traders cannot

take further advantage of  the si tuat ion and

play of f  governments,  hospi ta ls and cl in ics

against  each other in the supply of  v i ta l

products.

 

Current ly,  the global  t ransport  sector in

air f re ight,  t rucking and sea freight are al l

reducing capaci ty and they struggle

f inancial ly to keep their  heads above the

water.  This is completely the wrong

direct ion to take and wi l l  lead to the “doom”

scenar io we need to t ry to avoid where

product supply can no longer be

guaranteed as whole supply chains break

down.

 

COVID-19 needs to be treated l ike an

enemy dur ing war t ime. Not only is secur ing

strategic stock of  certain products r ight  now

vital  but  even more so is ongoing cont inui ty

of  supply.  Governments needs to step up

and work more together to secure

cont inued supply and they need to do so

fast .  This is a f ine balancing act  as they

weigh of f  domest ic pol i t ical  and social

pressures against  the need to work

together internat ional ly to ensure global

pharmaceut ical  supply chains keep

working.

March  18  -  2020

 

PAGE  04

WHAT NEEDS TO HAPPEN - FAST

GOVERNMENT REGULATION



The good news wi l l  come i f  governments and big business act

fast  and work together.  Secur ing vi ta l  supply chains wi l l  ensure

there is enough product to support  the hospi ta l  and medical  care

sector deal ing wi th Corona with the products they need to keep

the whole hospi ta l  care system going in each country.

 

By regulat ing and f inancial ly support ing key manufactur ing,

t ransportat ion and logist ics players governments can play a v i ta l

ro le in ensur ing ongoing supply of  product reaches hospi ta ls and

pat ients around the world.  This wi l l  create a balancing factor

badly needed in an industry looking for leadership and direct ion.

E U R O P H I A  C O N S U L T I N G  I S  A N  I N T E R N A T I O N A L  M A N A G E M E N T

C O N S U L T I N G  C O M P A N Y  S P E C I A L I Z E D  I N  T H E  L O G I S T I C S  A N D

S U P P L Y  C H A I N  I N D U S T R Y  I N  T H E  L I F E  S C I E N C E S  S E C T O R .  W E

O P E R A T E  G L O B A L  A S S I G N M E N T S  F O R  O U R  C L I E N T S .
 

T H E  O P I N I O N S  A R E  B A S E D  O N  T H E  A U T H O R ’ S  O W N  E X P E R I E N C E  A N D
U N D E R S T A N D I N G  O F  T H E  D Y N A M I C S  W I T H I N  T H E  S E C T O R .
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