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The wider economy has experienced significant turmoil and upheaval
during the past 18 months which in turn has introduced more risk

and uncertainty into the management of volatility. No industry sector

is immune although some can be anticipated to weather the difficult
economic climate better than others. It can also be expected that across
industry there will be different concerns and perceptions of how the
difficulties in the wider economy are affecting a particular industry.

Government intervention and the international regulatory response
will significantly influence the future look and feel of the economic
climate and how business will conduct itself in the future. However,
what is industry’s own response — how can it repair reputations which
have been battered and restore stakeholder confidence? In the face of
such fundamental change, it appears that a re-evaluation of risk and

a renewed commitment to strengthen risk management practices are
among the chosen ways forward.

The danger is that less investment (instead of more) will be made
available in an economic downturn and there will be continued pressure
to reduce costs whilst maintaining and improving the risk management
environment.

To find out how organisations have responded to the downturn, Marsh
commissioned the independent research agency Ipsos to conduct a
survey of risk management in Europe. The survey examined attitudes
to risk management in the current economic downturn, including

risk priorities, strategy, management and solutions. Ipsos interviewed
over 700 organisations, spanning twelve countries and seven industry
sectors. Of these organisations, 86 were in the life science industry.

The result is one of the most comprehensive risk management studies
to have been undertaken among European life science organisations
this year. This research report highlights the key risk management issues
of concern to the industry, the level of confidence shown in managing
these issues and the direction that risk management utilisation appears
to be taking.
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The industry is taking action as a result of
the downturn

Although the downturn will have relatively little direct effect on

this industry, life sciences companies are looking again at their risk
management and taking prudent steps to improve it. Only 14% of
participants say that life science will be more affected than other
industries. But 60% have reviewed their approach to risk, 65% say risk
management is now more important at senior levels, and 38% — the
second highest proportion in the survey — expect risk management
budgets to increase. This proportion is even higher among C-level
participants, at 50%. The top areas for extra spending are training and
information management systems.

Figure 1: Results at a glance
(Percent of respondents in respective industries)*

cMT Fl PE LS P&U RCB T
Impact 51 64 35 14 21 30 54
of the
downturn
perceived
to be the
greatest
Reviewed 7 83 54 60 68 67 73
approach
to risk
RM at 85 88 56 65 73 66 77
senior
levels is
now more
important
Decreased 36 52 25 33 45 36 40
appetite
for risk
among
board
Retaining 18 13 22 13 16 23 22
more risk
Very 25 20 22 26 36 34 32
confident
in R
processes
Increasing 36 47 25 38 36 29 30
budget for
RM
Group Customers Customers Citizens/ Customers Customers Customers Customers
causing 69 68 stkholders 43 43 55 82
most 54
concern
Priority Credit risk Credit risk Credit risk Credit/risk Credit risk Credit risk Credit risk
risk — free 38 41 10 26 43 36 26
choice
Most Credit Business Environ- Cash flow Power price Cash flow Cash
significant 69 continuity mental 78 66 76 retention
risk — of 59 73 75
seven
options

*CMT: Communications, Media and Technology, Fl: Financial Institutions, LS: Life
Science, PE: Public Entities, P&U: Power and Utilities, RCB: Retail and Consumer
Brands, T: Transport
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Figure 2: In what areas do you expect the budget for
risk management to increase in the next 18 months?

Staff/headcount _ 47
Risk mapping tools _ 33
Business continuity planning _ 19
Insurance _ 18

Cash flow is under pressure

Despite being less directly affected by the downturn than some other
industries, life sciences companies aren't immune to its effects. Many
companies are finding that their suppliers are being stricter while their
customers are asking for longer credit. Cash flow is seen as a significant
risk by 78% of participants, the highest percentage across all seven
industries who participated in the research. As a result, supply chains
are tightening up as payment terms are shortened and made less
generous. Just under half (43%) of participants are concerned about
their customers and 34% are concerned about suppliers. In addition,
participants are being more careful in credit-checking their customers
(32%) and analysing suppliers’ financial health (28%).

Figure 3: How significant will each of the risks
mentioned below be for your organisation in the
next 18 months?

m % Very significant ~ m % Fairly significant ~ m % Not very significant ~ m % Not at all significant
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Supply chain and business continuity are
significant risks

The downturn has also increased two of the industry’s long-standing
risks: supply chain management and business continuity. Regulation of
the supply chain is increasing, and the influence of the downturn - to
which this industry is not immune — can make these complex supply
chains more fragile. This will increase the risk of suppliers failing either
as a result of economic pressure or of external forces influencing the
supply chain.

New regulations add to the fragility of complex supply chains,
increasing the risk that suppliers will be shut down or compliance will
falter. Both suppliers and customers are more likely to go bankrupt,
and healthcare providers are trying even harder to reduce costs. Any
problems in supply chains automatically create business continuity risks.
Thus it is no surprise that supply chain risk is judged to be significant
by 67% of participants, while business continuity is seen as significant
by 53%. Of those who expect budgets to rise, 32% plan to increase
spending on business continuity planning.

The consensus view is that the global financial crises has exacerbated
existing risk issues, such as in the area of the supply chain and business
continuity planning, and introduced additional pressure on liquidity
and cash flow. In recognition of these developments organisations

are looking to improve their risk management and devote additional
financial resources to enhance existing procedures and practices.

Further information

For further information, or to get a copy of the full report "Attitudes to
risk management in the Life Science industry” please contact:

Michael Johnston

Marsh Ireland

25-28 Adelaide Road

Dublin 2

Phone: 01 604 8364

Email: michael.johnston@marsh.com
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About Marsh’s Lifes Science Industry Practice
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Our Europe, Middle East and Africa Life Science Industry Practice is part of a global network providing risk management solutions

to the Life Science industry. Our clients include 37 of the global top 50 pharmaceutical companies, 35 of the global top 50

biotechnology companies and 23 of the global top 40 medical device firms.

Marsh'’s Life Science Practice provides risk management services and solutions for companies engaged not only in pharmaceuticals,

biotechnology and medical device manufacturing, but also in healthcare, the provision of specialist services such as contract

research, analytical laboratories and educational institutions engaged in clinical research.

The Practice includes both retail and wholesale business segments, including centres of excellence in London, Frankfurt, Milan, Paris,

New York, Boston and San Diego where a depth of industry knowledge exists on services and solutions unique to the Life Science

industry plus a range of operational risk consulting services that recognize the risk characteristics of the Life Science industry.

Christopher Bryce, EMEA Life Science Industry Practice Leader, +44 (0)20 7357 3106, Christopher.Bryce@marsh.com

Belgium Luc Verbiest

Czech Republic Petr Sodek
Denmark Gert Juhl

Finland Jonathan Case
France Catherine Turner
Germany Martin Gallizia
Greece Alexia Korologou
Hungary Csaba Nemeth

India Richa Kedia

Israel Nathan Benjamin
[taly Claudio Santoro
Netherlands Peter Paul Leutscher
Poland Michal Gabryelak
Spain JoseMaria CarullaMarques
Sweden Christer Witeus
Switzerland Christian Brinkmann
Turkey Emrah Ibrahimoglu

United Kingdom

Gordon Lamb

+322 674 9786
+42 022 141 8149
+45 4595 9595
+35 898 677 4235
+33 141345468
+49 69 667 6336
+30210 817 6000
+36 18817252
+91 226 651 2900
+97 23 638 3030
+39 024 853 8377
+31 10 406 0496
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+41 44 387 8810
+90 212 355 4300
+44 131 311 4200
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Marsh is the world’s leading risk and insurance services firm. We provide advice and transactional
capabilities to clients through our 24,000 colleagues worldwide. This includes global risk manage-
ment, risk consulting, insurance broking, financial solutions and insurance program management
services for businesses, public entities, associations, professional services organizations, and private
clients in over 100 countries.

Marsh is a unit of MMC (Marsh & McLennan Companies), a global professional services firm provid-
ing advice and solutions in the areas of risk, strategy and human capital. It is the parent company
of a number of world’s leading risk experts and specialty consultants, including Guy Carpenter, the
risk and reinsurance specialist; Kroll, the risk consulting firm; Mercer, the provider of HR and related
financial advice and services; and Oliver Wyman, the management consultancy.

The information contained herein is based on sources we believe reliable and should be understood
to be general risk management and insurance information only. Marsh makes no representations
or warranties, expressed or implied, concerning the accuracy of information contained herein. The
information is not intended to be taken as advice with respect to any individual situation and can-
not be relied upon as such. Insureds should consult their insurance and legal advisors with respect
to individual coverage issues.

This document or any portion of the information it contains may not be copied or reproduced in any

form without the permission of Marsh Ireland Ltd, except that clients of Marsh Ireland Ltd need not
obtain such permission when using this report for their internal purposes.

Marsh Ireland Ltd. is regulated by the Financial Regulator.



