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ABSTRACT 

The emerging markets of Africa present a significant growth potential for pharmaceutical 
brand owners. Africa’s appeal to drug companies lies in its growth potential, at a time 
when the major markets face an uncertain future. By 2016, pharmaceutical spend in Africa 
is expected to reach US$30 billion, and potentially represents a US$45 billion opportunity 
by 2020 (IMS 2013). However, hurdles exist at every stage in the medicinal path to market 
(Kudlinski, 2013):  

 Long lead-times for drug registrations  

 Substandard and counterfeit medicines 

 Limited infrastructure  

 Small volumes  

 Large and dispersed populations in rural areas  

Given this environment, increasing access to medicines and growing volumes and scale 
may seem impossible.  

However, innovative solutions can overcome them and ensure a sustainable business. 
Imperial Health Sciences (IHS) is a division of Imperial Logistics, specialising in 
pharmaceutical storage and distribution across 22 countries on the continent. With almost 
a decade of learning, Imperial Health Sciences has developed a matrix model which 
provides clients with a framework for developing their strategy for the dynamic markets of 
Africa. 

The Imperial service offerings include:  
1. 3PL: Storage and distribution services through regional consolidation hubs at source 
and/or destination 
2. International Buy and Sell: Function as registered trading entity in target country 
3. Trading: Management of customers, product and market clustering 
4. Brand Development: Channel and Partner development 

Understanding that markets move at varying speeds of regulatory and commercial 
development requires a time-and-milestone based approach with strategies for each 
phase and trigger points that must be achieved to lay the foundation for long-term 
sustainable growth and greater access to medicines.  
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INTRODUCTION AND PROBLEM STATEMENT 

Annual global spending on medicines will reach $1.2 trillion by 2016, by which time it is 
expected that developed markets will only account for 57% of total spend, down from 73% 
in 2006. ‘Pharmerging’ markets on the other hand will reach 30% of spend by 2016, up 
from 20% in 2011 (IMS, 2013). While generics will account for approximately 83% of the 
increase, branded product volumes will also grow dramatically. This growth is the 
consequence of four specific accelerators (McKinsey, 2010):  

 GDP growth – Africa’s population with yearly household incomes > $5,000 is 
growing at > 10,000 households per day! This rising middle class accounts for 34% 
of the continent’s inhabitants (African Development Bank, 2011); 

 The increasing share of GDP spend on pharmaceuticals, with expanding public and 
commercial health services and insurance products (Economist, 2012); 

 The high burden of disease in these long-disadvantaged populations; and  

 The growing prevalence of non-communicable diseases e.g. diabetes, high blood 
pressure.  

Up to now, the pharmaceutical industry has generally considered sub-Saharan Africa as a 
priority focus, due to the barriers to entry that exist:  

 Regulations for registering drugs vary significantly and are time consuming, opaque 
and open to corruption.  

 Non-transparent tendering and procurement processes, the absence of pricing 
regulations, limited insured patient volumes and the lack of tiered pricing levels 
impose access limitations.  

 In distribution, inadequate regulatory oversight, risking the entry of substandard and 
counterfeit medicines, as well as weak infrastructure in cold chain, ordering and 
transport are key challenges.  

 Commercial challenges include fragmented wholesaler and distributor channels, 
expensive credit and variable quality standards.  

 Sales are hindered by limited knowledge among physicians regarding disease 
states and medicine needs 

In order to address these issues, Imperial Health Sciences (IHS) has designed a 
methodology to assist its pharmaceutical clients to deploy market appropriate supply and 
trading models that allow them to maximally exploit the opportunities of Africa.  
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METHODOLOGY 

The IHS model is fundamentally different from existing pharmaceutical distribution models 
which typically has the following characteristics:  

 No local infrastructure—product flown in from Europe/North America on an as-
needed basis—resulting in higher transport costs and restricting aggressive growth  

 Exclusivity—license is held by a single agent, limiting competition and product 
availability 

 Multiple layers (distributor, sub-distributors, retailers) leading to inflated prices 

The IHS model looks at three specifics - the geographies to be targeted, the commercial 
models to be deployed and the timing issues of prioritisation and evolution of the 
commercial model over time.  

1 – Where 
This dimension details the countries and cities of opportunity with the outcome of defining 
the countries to be targeted in the strategy. Issues which are considered in finalising the 
scope of cities and countries to be addressed include: 
 

 The scale of sales potential  

 Professional service capacity vs product 

 Speed and cost of registration 

 Language 

 Demand generation capacity 

 Distribution infrastructure and controls 

 Source and origin of supply 

 Appetite for risk and scale 

 Internal resource capacity 
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2 – How 
The four options of commercial model which can be deployed have been developed off the 
back of ten years of engagement with clients. Understanding that no one size can fit all is 
the departure point—markets differ in scale, sophistication and simplicity to engage; clients 
vary in their resources, appetites and supply chain fundamentals.  

Based on real client experiences, Imperial has formulated four models of commercial 
engagement which logistics partners can deploy as the market / client mix requires.   

1. 3PL  
a. Requires manufacturer to have registered trading entity in target country 
b. LSP assumes no responsibility for or risk in inventory or debtors 
c. LSP follows manufacturers credit and sales mandates 

2. International Buy and Sell  
a. LSP functions as registered trading entity in target country  
b. Manufacturer defines customer universe and product catalogue 
c. Service rate covers risk in exchange rate  
d. Risk in inventory and debtors remains with manufacturer 

3. Trading 
a. LSP defines the customer universe and product catalogue  
b. LSP takes risk in exchange rate, inventory and debtors 
c. LSP drives listings, demand generation and ordering 

4. Brand Activation 
a. LSP assumes responsibility for marketing and brand activation  

3 –Time 
The third dimension allows for clients to phase their market strategies, adding more 
countries / cities over time and evolving their commercial models in each country as 
markets scale and mature. In evaluating time, this is broadly segmented into short-term (1 
to 12 months), medium term (12 to 36 months) and long term (beyond 36 months). 
Notably, the “time” line may prefer to use milestones and trigger points for each phase of 
development rather than dates. 
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RESULTS 

Specific methods that have been used by Imperial in overcoming the range of challenges 
and dynamics that exist in the markets of Africa include:  

 Regional consolidation hubs at source - Small volume markets often incur high 
inbound costs. Consolidation across clients allows economies of scale, resulting in 
reduced landed costs and enhancing market growth;  

 Regional consolidation hubs at destination - Poor market forecast data cause risks 
of lost sales and stock obsolescence. Also, long order-delivery lead times tie up 
working capital. Regional hubs allow “rapid, regular, reliable resupply of real 
requirements” – maximising sales, avoiding stock write-offs and reducing working 
capital. These cost reductions enhance market growth. 

 Product clustering - In developing markets, specific conditions derive focus among 
patients and professionals. These evolve as markets mature over time. Selection of 
product to provide maximum coverage of specific conditions is more successful 
than a broad catalogue approach.  

 Market clustering - Supply chain costs are a major component of product pricing. All 
efforts to achieve economies of scale can lower price points, supporting sales 
growth.  

 Channel development - Supporting emerging channels of retail and distribution 
provides a foundation for scale and diminishing costs.  

 Partner development – Concentrating efforts on upskilling for efficiencies, accuracy 
and quality of supply as well as incentivising / rewarding investment and 
improvement create sustainable capacity in the supply chain.  

CONCLUSION 

The burgeoning middle class of Africa represents one of the world’s fastest growing 
pharma markets, with visible potential for decades hence (McKinsey, 2010). However, 
fractured and complex geographies and trends provide as many opportunities for failure as 
success.  

In responding to the potential of Africa, there is an immediate need for a structured 
approach which recognises the challenges and dangers, provides a flexibility and 
responsiveness of supply and yet achieves a cost-conscious efficiency that maximises 
sales in price sensitive markets; there is an intermediate need to define a supply model 
that is future-proofed for the developing economic and customs unions; and there is a long 
term need for channel and partner development that meets global best practice standards 
for quality, security and sustainability.  
  

673



 
 

 

 
Proceedings of the 33rd Southern African Transport Conference (SATC 2014) 7 – 10  July 2014 
Proceedings ISBN Number: 978-1-920017-61-3 Pretoria, South Africa 
Produced by: CE Projects cc   
 

REFERENCES 

1. Andre Kudlinski, Department of Trade and Industry (Feb 2013): The SA 
Pharmaceutical Sector: Presentation at the Chemical Industry Education and 
Training Authority (CHIETA) colloquium  

2. IMS (2013): Africa: A ripe opportunity - Understanding the pharmaceutical market 
opportunity and developing sustainable business models in Africa  

3. African Development Bank (2012) Africa in 50 Years’ Time: The Road Towards 
Inclusive Growth.  

4. McKinsey Global Institute (2011) Urban world: Mapping the economic power of 
cities.  

5. Economist Intelligence Unit (2012) Into Africa: Emerging Opportunities for Business.  
6. McKinsey Global Institute (2010) Lions on the Move. 

674


	CONTENTS
	Disclaimer
	Organising and Technical Committee
	Review Process
	SEARCH
	PLENARY PRESENTATIONS
	Disinvestment, Decay, Determination, Delivery and Development in Passenger Rail in South Af
	Mechanistic-based Fees Structure for OS/OW Permits in Texas
	Sustainable Transport in Africa Challenges and Prospects

	1A: URBAN TRANSPORT: POLICY AND PLANNING
	A Policy Analysis Study as Input into the Effective Implementation of Facets of the National Development Plan
	The State of Transport Opinion Poll South Africa: A Comparison of the 2012 and 2013 Results
	Access And Mobility in Gauteng’s Priority Townships what can the 2011 Quality of Life Survey Tell Us?
	Information Security Vulnerabilities within EMV Automated Fare Collection, Their Consequence, and Possible Remedies
	The use of Compressed Gas in Public Transport in South Africa
	A Comparative Empirical Analysis of the Relationship between Public Transport and Land Use Characteristics
	An Investigation of the Perceived Consequences to Employees of Reducing Employment Related Trip End Choices in Cape Town
	Uses of ANPR Data in Traffic Management and Transport Modelling

	1B: INFRASTRUCTURE
	Conceptual Framework of Environmental Sustainable Interventions with the use of Green Infrastructure Design Criteria on Projects
	Investigating the Environmental Costs of Deteriorating Road Conditions in South Africa
	Environmentally Sustainable Use of Recycled Asphalt at OR Tambo International Airport
	Evaluation of a Smartphone Roughness Meter
	Practical Guideline for Trench Reinstatements in the Road Reserve
	The Design, Construction and Heavy Vehicle Simulator Testing Results on Roller Compacted Concrete Test Sections at the CSIR Innovation Site and on a Full-Scale Test Road at Rayton
	Ultra-Thin Reinforced Concrete Pavements (UTRCP): Addressing the Design Issues

	1C: TRAFFIC MANAGEMENT, SAFETY AND SECURITY
	Walk the Talk on the Mainstreamimg of Non Motorised Transport in South Africa
	Addressing Non-Motorised Transport Movement Along and Across Railway Lines in the City of Cape Town
	The Implementation of Traffic Calming Measures in the Cradle of Humankind, South Africa
	A Systems Approach to Improving Pedestrian Safety in Rural Communities
	South African Novice Driver Behaviour: Findings from a Naturalistic Driving Study
	Training, Testing and Licensing of Drivers of Public Service Vehicles: Their Implications for Compliance with Traffic Regulations in the City of Nairobi, Kenya
	Public Transport Sector Driver Behaviour: Measuring Recklessness Using Speed and Acceleration
	Driving on the Hard Shoulder: A Safety Assessment

	1D: RURAL TRANSPORT/ CAPACITY BUILDING
	Arrested Development: A Project Management Approach to Service Delivery in Rural Areas
	Utilizing Transport to Revitalize Rural Towns: The Case of Mthatha
	Integrated Public Transport Networks in Rural Kwazulu-Natal
	Transport and Rural Development: An Overview of the North West Province The Case of Ngaka-Modiri Molema District

	2A: PUBLIC TRANSPORT PLANNING AND REGULATION
	Institutional Development in Public Transport: Implications of Selective Compliance for Nairobi’s Paratransit System
	Public Transport Strategy 2007: ‘First Pillar’ Modal Upgrading – The Minibus-Taxi
	Public Transport Transformation: An Incremental Approach to Delivering Public Transport Systems in South Africa
	Models and Implications for Industry Compensation in the Restructuring of Public Transport in South Africa
	Simple Capacitive Seat Sensing for Occupancy Detection and Passenger Counting in Minibus Taxis
	Towards Appropriate BRT Station Design from a Pedestrian Spatial Utility Perspective
	The Development of a Generic Step-Wise Framework for Achieving a Multimodal Platform in a Developing Country Environment
	Planning of a Public Transport System for the City of Kigali, Rwanda
	Is Railway Capacity Unlimited? (A Practical Analyse, Applied to South African Cases)

	2B: INFRASTRUCTURE
	Comparative Evaluation of an Experimental Binder in Hot- Mix Asphalt: Correlating the Predicted Performance of the Binder with Asphalt Testing
	Surface Run-off Behaviour of Bitumen Emulsions used for the Construction of Seals
	Crushing Damage Estimation for Pavement with Lightly Cementitious Bases
	CBR Accuracy in Question
	Evaluation of the Performance of Aggregate in Hot-Mix Asphalt
	An Evaluation of the Compressive and Shear Strength of an Alternative Material: Stabilized Fine-Grained Fly Ash
	The Application of Tactile Ground Surface Indicators (TGSI’S) on Intersections in South Africa
	Influence of Mica on Compactability and Moisture Content of Cement–Treated Weathered Granite Gravel

	2C: TRAFFIC MANAGEMENT, SAFETY AND SECURITY
	Towards the Development of a Scientifically Accountable, Comprehensive and Integrated National Road Traffic Safety Databank in South Africa
	Naturalistic Driving Data: Managing and Working with Large Databases for Road and Traffic Management Research
	Road Accident Data Base: The Case of Cacadu District Municipality
	An Assessment of the Readiness of South African Roads Authorities to Reduce Urban Limits in Line with International Trends
	The Safety of Traffic Circles in Ethekwini
	Road Safety, Maintenance and Claims for Damages Lessons from Cases and Investigations
	Death or Alive: Can Road Accident Victims in the Western Cape get Access to Trauma Care?

	2D: FREIGHT AND LOGISTICS
	Logistics in Southern Africa – Challenges and Opportunities for an End to End Solution
	Modelling Logistics Behaviour in the FMCG Industry
	The Contribution of District Freight Logistics Strategy to Local and Regional Economic Development in Vhembe District Municipality: Experiences, Prospects and Options
	Designing Market Appropriate Supply Models for African Expansion in the Pharmaceutical Industry
	Development of Modelling Systems for an Effective Humanitarian Supply Chain for Disaster Relief Operations in the Southern African Region
	Understanding Emission Reductions in the Freight Transport Sector through System Dynamics
	The State of Logistics in 2013: Bold Steps Forward

	3A: TRAFFIC ENGINEERING
	Functional Classification of Roads in the Ethekwini Municipal Area
	Freeway Management and the Impact on Response and Clearance Times
	An Investigation into the Performance of Full BRT and Partial Bus Priority Strategies at Intersections by Micro-Simulation Modelling in a South African Context
	Design Considerations for Bus Priority
	Stop/Go's on Our Roads: What does this Cost our Economy?
	Minibus Driving Behaviour on the Cape Town to Mthatha Route
	The Role of Traffic Circles in Constrained Urban Environments
	Design and Implementation of a Turbo Roundabout

	3B: TRANSPORT SYSTEMS AND OPERATIONS
	Achieving Sustainability in BRT Implementation in the City of Johannesburg
	Managing Traffic Congestion in Small Sized Rural Towns in South Africa: The Case of Vhembe District Municipality
	PRASA: Joining Demand Forecasting and the Technology Choice Framework
	Unlocking South African Cross-Border Transport Challenges: A Case Study of Beitbridge Border Post
	Maritime Transport Policies of The Republic of South Africa Since 1994: Challenges and Opportunities for the Next Twenty Years
	Flight Operational Considerations during Airfield Design

	4A: IPTN (IMPLEMENTING PUBLIC TRANSPORT NETWORKS) WORKSHOP
	Myciti Bus Rapid Transit It is not just about the Bus

	STUDENT ESSAY
	Some Visions for Designing Mozambican Low Cost Roads based on New Alternative Construction
	Walk-Friendly Communities through Mobility Management Programs at Local Government Sphere
	How Swaziland and South Africa can Integrate to Improve their Economic Status through




