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The future of Life sciences
The life science industry is standing at a crossroad, and the prognosis is clear.
Successful life sciences companies of the future need to innovate in the new frontier
and play a new and transformational role.

The life sciences industry can be described as one that is at the brink of dramatic
change. With the impending patent cliff as patents on blockbuster drugs expire, life
sciences companies are hard pressed to reduce costs and find alternative sources of
revenue. The shift towards outsourcing, increased interest in emerging markets,
and takeovers of smaller biotechnology companies are but reflections of this trend.
The current modus operandi will need to change. Life sciences companies need to
redefine and be clear about their areas of competitive advantage in order to make
strategic decisions regarding mergers and acquisitions, as well as the outsourcing of
capabilities to become high performance businesses.

With increasing regulatory scrutiny, taking a risk based compliance approach makes
good business sense for the life sciences sector as it enables companies
to channel resources to the critical risk areas where they are most needed and will
prove most effective. Organisations are also gradually leveraging on analytics for
risk monitoring as this not only drives better compliance, it also helps companies
keep tabs on outsourced business processes.
In the next few years, supply chain for the life sciences sector will need to evolve to
enable flexibility, responsiveness and reliability. Research and Development leaders are
also increasingly required to take on business roles. This poses a particular challenge
for the industry which may need to rethink its supply chain and talent strategies
respectively.
The life science industry is standing at a crossroad, and the prognosis is clear.
Successful life sciences companies of the future need to innovate in the new frontier
and play a new and transformational role. They need to possess focused and welldefined core competencies, a solid understanding of their markets, and leverage on
technology in order to deliver the right products to the right people within the
boundaries of regulation and compliance.
The resultant impacts are on new business, operating and talent models which need
to be develop to address these trends and challenges.
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The future of healthcare
History has shown that as the wealth of a country increases, so does its demand for
healthcare. This has held true for Southeast Asia over the past decade, despite the
global downturn, with demand for more and better healthcare rising sharply along
with the region’s rapidly growing economies.
The region offers a diversity of approaches for delivering healthcare services and
meeting increasing demands. In some countries, such as Singapore, the private sector
is a major healthcare provider. Others, including Brunei, Indonesia and Thailand,
offer universal access to healthcare. And while several Southeast Asian countries
have sophisticated healthcare capabilities, they are often available to only a select
few. With investment in healthcare a growing priority among these economies,
both public and private providers must consider the best methods of delivery if the
demands of their populations are to be met.
Current lifestyles in Southeast Asia reflect a population that has more disposable
income, engages in less physical work, and can afford more food, alcohol, and
tobacco. As such, chronic diseases related to these lifestyle changes, including
diabetes, cancer, obesity, and cardiovascular diseases, are increasing significantly.
Also, in line with global trends, Southeast Asia is seeing a shift from sickness care to
healthcare, where the priority is placed on prevention rather than cure.

With advancements in technology and communications becoming increasingly
available, people have better access to information and are more demanding when
considering healthcare options.
Additionally, even as the world’s population is growing, an aging population is having
a significant impact on healthcare delivery and contributing to an increase in total
healthcare expenditure in the region. Asia’s share of those aged 65 and above in
the world population exceeded 50 percent in 2000, and is projected to grow to 61
percent by 20502. As hospital use increases with age, healthcare providers need to
equip themselves for this shift in demographics.
In the catalogue, we feature the following 3 specific examples of risk intelligent
solutions for the future of risk management:

• Strategic Risk Management
• Compliance Management
• Due Diligence

2. Oggwa, Chawla, etal 2009, Health Expenditures and Ageing in selected Asian Countries.
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Strategic Risk
Management

Seizing opportunities in an evolving world
Stakeholders can take preemptive measures to plan for the future. With the
right set of tools, they can anticipate and manage strategic risks in every area
– from operations to legal to finance, in order to adapt to a fast changing
environment.
In this highly globalised economy, the impending trend is that existing services
are becoming less differentiated and more commoditised. These evolutions of
the marketplace call for a redefinition of the way businesses think about the
importance of risk and the types of services they provide to their customers.
Continuing with the status quo simply exposes businesses to the threats of
other competitors entering the market, and potentially disrupting the relevance
of their existing services.

$

What is strategic risk?
Strategic risk is defined as a possible source of loss that might arise from the
pursuit of an unsuccessful business plan. For example, strategic risk might arise
from making poor business decisions, substandard execution of decisions,
inadequate resource allocation, or from a failure to respond well to changes in
the business environment.
Strategic risk can be an opportunity
Businesses know that they are supposed to be on top of strategic risks.
However, most of them struggle to identify, quantify and manage them. In
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reality, these businesses can be equipped to think and respond differently
to get ahead of risk through the sensing of future trends, and scanning the
future for untapped opportunities and impending threats. By preparing for the
unexpected, businesses can be well-poised to meet the future and achieving
significant market growth.
Businesses of the future
The life sciences and healthcare businesses of the future is one which are
capable in clearly linking its business strategy with risk management, and be
able to identify and manage risk in a highly uncertain and constantly evolving
environment.
This is so that through effective strategic risk management, these risk intelligent
businesses will be well-positioned to creating exponential value as well as
protecting that value on a sustainable basis. They will also be well-equipped
to deliver the right products to the right people within the boundaries of
increasing regulations and compliance.

Traditional approach and evolved approach
Traditional approach to risk management: Mitigate after the fact
Traditional risk management involves mitigating risk after a risk event occurs so that corrective action can be taken, and systems and processes can be put in place to prevent
future occurrences.

Evolved approach to risk management: Prepare in advance
An evolved approach to risk consulting includes proactively sensing and scanning the future, and leveraging both human intelligence and technology. It combines quantitative
and qualitative analysis using data analytics, risk modeling, future thinking, real-world business experience, and scenarios to identify the most probable risks and opportunities.
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Case study: An evolved approach to strategic risk
A recent project for a major client successfully carried out by Deloitte illustrates an evolved approach to addressing strategic risk.
Delivering actionable strategic insights

The need: deliver strategic insight
One of our clients called asking for our help. The client was tasked with developing
the company’s 10-year outlook and strategy. Although the client wanted to develop
it in-house, they felt additional intelligence and insights were needed to ensure that
the right strategy is to be developed.
The issue: Could we help by identifying trends and risks in multiple areas over the
Asia Pacific geographies? Could we also translate those trends into impacts to their
businesses? (And could we do it in 10 weeks?)

Focus on the
Asia Pacific
geographies
typically of interest
to multinational
corporations:
ASEAN, China,
Japan, and India

1
2
3

Identify trends and risks in
areas including a supply
chain, tax, regulator affairs,
and competitive landscape

Show how each trend
and risk impacts the
business, so the client could
either opportunistically take
advantage of it or mitigate
against risks

Triple V is a methodology founded by Dr. Luke Van der Laan, Director of
Professional Studies at the University of Southern Queensland, Australia.
Principal of VANFutures Strategy Solutions.
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The approach: Triple P + Triple V
A typical approach to strategy development is to look at where you are (“As Is”) and
where you want to go (“To Be”) and develop a staircase of choices to get from here
to there.
Instead, we created an evolved approach for the client: Analyse the data to
proactively sense the future to uncover the most probable scenarios, then mitigate or
exploit the risks accordingly. The idea was to narrow the field of trends and risks, first
identifying those that were most Predictable and Visible, then narrowing further to
those that were Possible and Viable, and finally arriving at a set that was both
Probable and Valuable (3P's and 3V's).

What is
predictible
and visible?

What is
possible
and
viable?
Moving from what is
predictible
and visible
to what is
possible
and viable

To begin, the team focused exhaustively on data gathering and analytics:
• Scanning the external environment from relevant data sources (Bureau of Statistics,
published national policies, social media reports, industry analyses, competitive
data, and much more).
• Reaching out to Deloitte’s global network to crowdsource data and acquire
insights across the various geographies.
• Leveraging personal networks of business contacts for intelligence and
perspectives.
The team then leveraged internal and external resources to analyse and interpret the
data from a strategic perspective. This included gaining insights from:
• A futurist to apply forecasting and foresight thinking.
• A statistical researcher/modeler to apply sophisticated simulation and modeling
techniques.
• A respected executive to present a real-world, “This is what I would do” view.
From this work, the team produced a set of actionable findings based on the
principles of the Triple P and Triple V model.

to what is
probable
and valuable

What is
probable and
valuable?

Moving from what is

predictible and visible
to what is possible and viable
to what is probable and valuable

The delivery: Meaningful trends, distilled and visual
After reviewing the written trends report we delivered, the client asked if we could
frame the results in the context of three areas they felt were central to the strategy:
market acess (demand), operations (supply), and the use of partnerships and
collaboration models to support the demand and supply elements without the need
to develop and deliver everything in-house.

Market access
2

1

Operations
3

Strategic
partnerships

In studying this framework, the team determined its strategic value in the areas
where the circles overlap.
Consider point 1, the intersection between demand and supply. Distribution, for
example, lies in that space. The risks for the client were not only about being able
to supply products, but also having the license to produce the products, which was
limited by local regulatory laws. The right distribution channel strategy could allow
market access in a novel way, thus avoiding the risk.

At point 2, the intersection between demand and strategic partnerships, the key for
the client was strategic collaboration. By partnering with local companies, it could
mitigate some of the risks in going to market.
Similarly, at point 3, the client could choose to supply products by itself, or establish
partnerships with other manufacturers. That collaboration embodies quality
considerations for the local brand, and the potential to fulfill some of the regulatory
requirements in place to protect local industries.
The critical common intersection point between the three circles represents the
client’s integrated strategy and risk profile — the closed-loop circuit where theory
and research inform practice and reality, and vice versa.
The result: “Aha‘s” and applause
The team presented the framework to the clients’s stakeholders at a experience lab
session. Participants appreciated the “pracademic” approach in combining practical,
pragmatic reality with academic, technical research.
Following this presentation, the client engaged the team again to facilitate a session
for a larger group of managers who had no prior knowledge of this effort. The
session comprised only 1½ hours in a two-day agenda. They understood the strategy
and were motivated to implement it.

The critical common intersection point between the three
circles represents the client’s integrated strategy and risk profile
— the closed-loop circuit where theory and research inform
practice and reality, and vice versa.
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Compliance
Management

Rising to increasing regulatory demand
through compliance management
Regulators are demanding higher standards of integrity throughout its
ecosystem. The onus is on the industry players to develop and implement a
comprehensive end-to-end compliance management system.
If life sciences companies are to thrive in today’s challenging global
environment, they must overcome more than shrinking pipelines, patent
expirations and competition from generic manufacturers. They also face regular
scrutiny from regulators across the globe. Regulators are not only gearing
up for more regular and intensive unannounced compliance audits; they are
also changing the focus of their reviews. They are looking out for risk-based
compliance approaches and the application of high compliance standards.
With the increasing reliance on technology to achieve transformation of
commercial and R&D processes, companies are also exposed to compliance
risks in ways that are unfamiliar and anxiety-inducing. Non-compliance can
be costly, and exposes the organisation to reputational risks. An aligned,
integrated approach to compliance can protect against these outcomes and
can contribute directly to shareholder value.
That is why many companies are re-evaluating their entire approach to
managing compliance risks, applying many of the same methodologies
used for financial reporting to compliance issues. They are putting formal
governance and organisational structures in place, setting up free-standing
compliance and risk committees at the board level, and more.
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In fact, many life sciences companies have decided that it is worth pursuing
stronger compliance risk management capabilities for their own sake, rather
than to satisfy emerging legal requirements. Taking a risk-based approach to
compliance planning, execution, and monitoring makes good business sense
in the current environment. It enables companies to focus on critical risk areas
that need attention while reducing emphasis and effort on less critical ones. In
pharmaceutical and medical device companies, advanced technology is playing
an instrumental role in risk monitoring. These companies have monitoring
tools that give them a real-time look at their compliance efforts in areas
such as tracking spending and transactions with health care providers. Better
information drives better compliance, and technology will increasingly be the
key enabler that makes it happen.
Pharmaceutical firms are also turning to advanced analytics to keep tabs on
what is really going on in the far reaches of their business. For example, the
issue of off-label marketing – when a drug is marketed for reasons other than
its officially approved use – is a perpetual compliance risk. With analytics, drug
makers can compare prescriber information with sales call strategies to identify
red flags. For non-pharma companies, analytics can also be a powerful tool for
zeroing on key compliance risks.

Case Study 1

Case Study 2

Third-Party/Distributor Review

Regional Compliance Review

Organisation
A global pharmaceutical multinational corporation

Organisation
A global pharmaceutical multinational corporation

Scenario
The client wanted a review of its Thailand Distributor. The Deloitte team was asked specifically to review the
business relationship and nature of the commercial activities.

Scenario
The client wanted a focused review on 3 transaction areas (Fee for Services, Travel & Expense Payments and
Payments to Vendors) across 3 different geographical locations across the Asia Pacific Region.

Business concerns
The client expressed concerned regarding its distributor’s interactions with the Healthcare Professionals/
Government Officials (“HCP/Gos”) on behalf of the client. Another issue was compliance with US FCPA/UK
Bribery Act/ Pharma Ethical Code of Conduct and Thailand’s PREMA Code (Local).

They were keen to analyse the comprehensiveness of the local policies and procedures (including the
related processes and established controls) pertaining to the accurate translation of their global policies
and the resultant overall effectiveness of the overall compliance program independently on location and
comparatively across the different geographies

The team also applied the bottom-up approach, making use of data analytics (100% transactions analysis)
and process walkthroughs (for targeted transactions).

Top-Down
Bottom-Up

Quantitative

Qualitative

Approach

Methodology

Deliverable

• Document Review Business Model
Analysis
• On-site Personnel Interviews

• Business Model Construct/ Summary
of Entity Relationship
• Identification of Key Focus Areas and
Related Processes
• Detailing of Findings and
Recommendations (Sectioned under
Control or Compliance)
• Risk Registry and Mapping
• Prioritisation Matrix

• Data Analytics Approach
• Process Walkthroughs

•
•
•
•

Healthcare Compliance (HCC) Policy Review;
Process Design Review;
Transaction Analysis; and
Trending.

The steps detailed above were carried out in 2 project sections:
Section 1 – Design Review
Section 2 – Transaction Analysis

1
Design Review

The Deloitte team applied a qualitative top-down approach where documents were reviewed (Contracts/
SOPs/Letter of Instructions/ Training Martials/ Memos), business models were analysed and on-site
personnel interviewed.

Technique used
The team applied a 4-step approach:

Transaction
Analysis

Technique used
Two methods were used for the analysis of the corporate culture and transactions respectively.

Policies/
Regulations
2
Processes/Controls
3
4
Transactions
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Due Dilligence

De-risking investments in the life sciences and
healthcare industry
Some markets are projected to experience rapid spending growth as public and
private healthcare systems develop. This expansion may bring opportunities for
international hospital chains, pharmaceuticals, medical technology companies
as well as non-traditional players seeking geographic and revenue growth.
Beyond the standard review process and pre-deal investigations, proper
due diligence in relation to life sciences and healthcare investment targets
require a high level of industry expertise to fully understand the nuances
of the business model and the technical aspects of its operations together
with the relating existing and future market/regulatory environment. This
is even more so when the investing party is looking at start-ups in early
stages of business maturity/R&D.
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In order to fully address our clients’ needs in these scenarios, Deloitte
has created a specialised capability within the Deloitte Life Sciences and
Healthcare (LSHC) Industry Group practice to provide specialised due
diligence services for LSHC investments. The team members consisting of
various dedicated industry and functional experts have developed a data
driven approach employing risk intelligent and foresight methodologies
designed to deliver valuable business insights and highlight potential
investment pitfalls to the potential investor considering the deal
opportunity. This enables the client to arrive at their strategic investment
decisions with a good degree of confidence.

Case Study 1

Case Study 2

Case Study 3

Expansion into SEA Healthcare

Bringing value innovation into SEA

Government-linked fund invests into healthcare facility

Organisation
A US-based private healthcare company

Organisation
A government linked value innovation fund - US-based medical device
company

Organisation
A government based investment arm - novel cancer therapy facility

Scenario
The client engaged Deloitte to perform a study on the Asian
Healthcare industry with a focus on medical tourism with regards to
private oncology care.
Technique used
The Deloitte team enabled the client to develop a deep understanding
of the nuances of different Asian cultures with regards to healthcare
travel and the perception of patients towards cancer treatment by
performing focus group studies to directly support both primary and
secondary research material compiled for the engagement.
The engagement wrapped up with organised visits and on-site
meetings for the client’s senior management to various regional
healthcare players from both the private and public sector across
various SEA geographies to provide a real-time healthcare experience
to the client.

Scenario
The client engaged Deloitte to provide technical & commercial due
diligence on the target’s novel medical device to treat functional mitral
regurgitation.
Technique used
A key feature of Deloitte’s proposal in winning the engagement
was the ability to demonstrate specialised healthcare expertise, the
significant healthcare experience of the practice and relationship that
has been established with the client from a previous engagement.
The client was unfamiliar with the benefits of the newly developed
technology, its commercial application and its market potential. The
Deloitte team provided clarity on the technology’s innovation, a profile
of the potential market and the risks of investing into the Target.
These concepts were built into a decision railway that guided the
client by providing insights on key management questions.

Scenario
The client engaged Deloitte to provide healthcare advisory services in
the form of an independent review the client’s project feasibility study
and to construct an independent financial model to simulate potential
cash flow scenarios for the planned healthcare facility.
Technique used
A key feature of Deloitte’s work was the developed medical data and
geographical based approach and methodology in determining the
proposed facility’s “Market Area Definition”. This is used to qualify
and quantify the “Medical Tourism Factor” to the calculation of the
potential cancer patient market for the planned treatment centre. It
is based not only on the location of the facility but also taking into
consideration the cancer treatment effectiveness, disease subtype
prevalence and target market affordability relative to the estimated
cost of treatment.
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