
W h a t ’s more, competition for alliance deals
has intensified. The more mature biotech com-
panies are in a position to compete alongside
l o n g e r-established pharma companies for a slice
of the $6.5 billion per year biopartnering pie.
A c c o rding to the results of IBM’s recent Bio-
P a rtnering surv e y, more than half of the compa-
nies identified by biotechs as alliance part n e r s
w e re not from the top 10 pharma companies. In
fact, the number of biotech-biotech deals signed
between 1996 and 2003 has doubled.

“ We’ve been conducting this survey for five
years, and the number of deals is incre a s i n g ,
although slowly, for a couple of reasons,” says
James W. Cortada, Ph.D., a team leader at IBM
Institute for Business Value, IBM Business Con-
sulting Services. “One reason is that the
pipelines of the large pharma companies are fair-
ly empty so they are exploring the opport u n i t i e s
that biotech has to off e r.” 

Another reason, he says, is that the indus-
t ry is slowly beginning to shift away from the
blockbuster model.

“As the number of nonblockbuster pro d-

ucts — specialized products for niche areas —
i n c reases to fill the pipeline, so too will the
number of pharmaceutical partnerships and
transactions with biotech companies,” Dr.
C o rtada says. “And of course, there is the issue
of expanding the diff e rent relationships acro s s
the entire value chain, which is being driven
by the large pharma companies as they evalu-
ate ways to drive down operating costs acro s s
their entire enterprise.”

One of main reasons pharma companies are
driving down costs is because many of their
main revenue generators have become open to
generic competition. 

“As everyone in the industry knows, most of
the major pharma companies have large block-
buster drugs coming off patent over the next
five years,” says Tracy Leftero ff, global manag-
ing part n e r, life-sciences industry services, at
P r i c e w a t e rhouseCoopers. “This trend is chang-
ing the collaboration model. Pharm a c e u t i c a l
companies have begun to acquire biotech com-
panies as opposed to just partnering with them
for certain drugs. This trend will continue

because biotech companies don’t need a part n e r
to take a drug to market.”

Also contributing to biotech’s more powerf u l
position at the negotiating table is the re l a t i v e
financial strength of many of today’s companies.

“Biotech companies are less desperate for
cash today,” Mr. Leftero ff says. “Biotech compa-
nies are finding that there is ample money avail-
able in public markets and through private ven-
t u re capital. And because these companies are
less anxious for cash, they’re not forced to
license away the crown jewels to pharm a c e u t i-
cal companies as they were 10 to 15 years ago.” 

Another major strength for biotech compa-
nies is the broadening technologies that they
have developed for drug discovery, says Keith
Redpath, Ph.D., head of the life-sciences
re s e a rch team at Wood Mackenzie.

“It would be impossible for pharma compa-
nies to establish these same technologies in-
house,” he says. “By participating in as many
d ru g - d i s c o v e ry technology deals as possible,
companies are essentially hedging their bets as
to which one is going to deliver. ”

The biotech industry has matured, says
Anna Protopapas, VP of corporate development
at Millennium Pharmaceuticals Inc.

“The industry has generated a lot of pro d-
ucts and continues to be a source of innovation,”
she says. “Big pharma is looking to biotech for
new products and innovation. And that cre a t e s
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BY DENISE MYSHKO

Art 
De a l

The biotech industry is in a much stronger position now than it was in its early days,

AND TO D AY BIOTECH CO M PANIES ENJOY A PROMINENT SEAT AT THE NEGOT I ATION TA B L E.

Bi o tech co m p a n i e s, e s pecially those with prod u ct s, a re asking for true co l l a bo ration 

i n s tead of relying on licensing deals.

The 

of the

HE DAYS OF BIOTECH BEING THE POOR COUSIN OF THE LIFE-SCIENCES

I N D U S T RY ARE OV E R .TO D AY’S BIOT E C H N O LOGY CO M PANIES HAVE AC H I EVED 

A LEVEL OF DEAL-MAKING SOPHISTICATION IN KEEPING WITH THEIR GROW I N G

I N F LUENCE ON THE PHARMAC E U T I CAL INDUSTRY, ACCORDING TO A RECENT

R E P O RT FROM IBM INSTITUTE.T



f e rtile ground for new types of deals and
new types of re l a t i o n s h i p s . ”

This is certainly true in Millennium’s
c a s e .

“In the last decade, what has changed is
the type of deal that meets our strategic
needs,” Ms. Protopapas says. “When the
company was young, we formed part n e r-
ships during the very early stages of re s e a rc h .
We discovered genes and targets, and we
licensed them to our partners to take forw a rd
into the clinic and on to the market. As Millen-

nium has matured, our partnerships have
m a t u red. We now jointly discover, develop, and
c o m m e rcialize products with partners in the
United States, and these partners commerc i a l i z e

the products outside the United States.
M o re re c e n t l y, we’ve negotiated two
deals where we retain the U.S. market

rights and our partner has commerc i a l i z a t i o n
rights outside the United States.” 

One of these recent deals is with Johnson &
Johnson for Velcade, which received accelerated
a p p roval in May 2003 in the United States for
the treatment of relapsed and re f r a c t o ry multiple
myeloma. Velcade is being codeveloped by Mil-
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THREE LINES OF ALLIANCE CHANGE
TO D AY’S BIOTECH CO M PANIES DISPLAY

UNPRECEDENTED AG I L I TY IN MANAGING A

RANGE OF OPPORT U N I T I E S ,F ROM 

SIMPLE ONE-OFF PRO J E C TS TO COMPLEX 

M U LT I S TAGE DEALS. AS A RESULT,T H E

DYNAMICS OF ALLIANCE-MAKING IN T H E

D RUG INDUSTRY ARE CHANGING ALO N G

THREE POTENTIAL LINES:

O N E La rge pharma will leve rage the ex pe ri-

e n ces learned from managing R&D alliances to

set up partnerships along other parts of the

value chain, including marke t i n g, d i s t ri b u t i o n ,

public re l at i o n s, c u s tomer re l ationship man-

a g e m e nt,and re g u l ato ry co m p l i a n ce.

TWO As biotech companies grow larg e r

and more confident in initiating and 

fo rm u l ating part n e r s h i p s, t h ey will look to

p a rtner with org a n i z ations beyond the dru g

i n d u s t ry, including te c h n o l ogy co m p a n i e s,

a cademic institute s, and co nt ra ct re s e a rc h

o rg a n i z at i o n s.

T H R E E Bi o tech companies will look to

companies outside the industry to handle

l og i s t i c s, p a c ka g i n g, and other activities be s t

handled by third - p a rty prov i d e r s. L i ke most

i n d u s t ri e s, as biotech mat u res it will seek to

p a rtner with niche spe c i a l i s t s.

CODIFY THE MISSION AND STRAT E-

G Y up fro nt. This re q u i res co n s i d e ra-

tion in three are a s :c u l t u re, m a n a g e m e nt, and 

o rg a n i z at i o n .

UNDERSTAND THE DIFFERENCES

be tween the part n e r s’ co rpo rate cul-

t u re s. This can be done by establishing fo u r

mechanisms at the outset: e n co u rage ope n-

ness and tra n s p a re n cy among alliance mem-

be r s ; establish a common purpose and goal;

c re ate a distinct culture for the part n e r s h i p ;

and implement a set of clear pe rfo rm a n ce

m e t ri c s.

D I S T R I BUTE UP-FRONT DOCUMEN-

TAT I O N of how management and staff

changes are handled.By distributing this doc-

u m e nt at i o n , t ransitions can be handled

s m oothly and mitigate the impact on the

a l l i a n ce.

FORM A DEDICATED ALLIANCE

MANAGEMENT TEAM. The team

should cover three leve l s :a l l i a n ce exe c u t i ve s ;

alliance leaders; and alliance managers.

Fo rming this team can help preve nt the all-

too - common mistake of dive rting scient i f i c

re s o u rces from the goals of the pro j e ct.

INVOLVE KEY MEMBERS FROM

BOTH SIDES up front in 

s t rate gy - d eve l o p m e nt sessions. Building this

d e c i s i o n - s u p po rt infra s t ru ct u re should pro-

vide management and staff with cri t i cal and

timely info rm at i o n .

D EV E LOP CONSISTENT METHODS

for sto ri n g, v i ew i n g, and sharing dat a

a c ross the alliance, with the ultimate goal of

adopting common industrywide standard s.

This makes co m m u n i cation and the shari n g

of data simple for the part n e r s.

SHARE KNOWLEDGE SYSTEMATI-

CA L LY t h roughout the alliance life

cycle and harvest it at the conclusion of the

p ro j e ct. Sys te m atic sharing and harvesting of

kn owledge can help improve the alliance’s

c h a n ce of success on an ongoing basis.

So u rce : IBM He a l t h ca re and Life Science s,So m e r s,N . Y. For more info rm at i o n , visit ibm.co m / s e rv i ce s / u s.
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S EVEN TIPS TO MASTERING THE ALLIANCE GAME 

THE PERCEPTION ABOUT THE 
POSITION OF STRENGTH OF BIOTECH re l ates to the

needs of big pharma companies to acquire late r -
stage prod u cts to fill their pipe l i n e s.Th ey are loo ki n g

for Phase III pri m a ry - ca re prod u cts that could have
peak sales in excess of $2 billion.

D R .F RANK ARMSTRO N G

BIOTECH a l l i a n c e s

For the at t ra ct i ve late-stage prod u ct s, t h e re is
h e avy co m petition and the stakes go up.

E A R L I E R - S TAGE OPPORTUNITIES ARE USUA L LY
MORE AFFORDABLE.

D R .THOMAS HOFSTA E TT E R



BIOTECH a l l i a n c e s

lennium and Johnson & Johnson Pharm a c e u t i c a l
R e s e a rch & Development LLC. Millennium is
responsible for the commercialization of Ve l c a d e
in the United States; Ortho Biotech and Janssen-
Cilag are responsible for commercialization in
E u rope and most of the rest of the world. Janssen
P h a rmaceutical KK is responsible for Japan.

In March 2005, the company re c e i v e d
a p p roval to expand Ve l c a d e ’s indication to
include the treatment of patients with multi-
ple myeloma who have received at least one
prior therapy. Velcade is now fully appro v e d
for treating relapsed multiple myeloma.

Leaders at smaller biotech companies point
out, however, that it is only the larger biotech
companies with late-stage products that are
having a significant influence on negotiations. 

“The perception about the position of
s t rength of biotech relates to big pharm a ’s need
to get later-stage products to fill their
pipelines,” says Frank Arm s t rong, M.D., CEO
of Bioaccelerate Inc. “I’ve spoken to develop-
ment directors at the big companies, and they
all ask if we have a Phase III primary - c a re pro d-
uct that would have peak sales in excess of $2
billion. Companies with these types of pro d u c t s
a re in a position of strength. For smaller com-
panies, the issue remains finding the funding to
pull products through clinical development.”

David E. Thompson, VP of corporate strat-
egy and business development at Eli Lilly &
Co., agrees with that assessment.

“ Tool companies and early-stage companies
a re having a great deal of difficulty in getting

funding,” he says. “These companies are chasing
fewer dollars from the venture capital side and
f rom the pharmaceutical companies. On the
other hand, there is a lot of competition for
biotech companies that have late-stage pro d u c t s
that are in demand.”

THE DEAL MAKERS
I B M ’s re p o rt found that biotech companies

a re more proactive than large pharm a c e u t i c a l
companies at forming alliances. Biotech re s p o n-
dents re p o rted that they took the initiative
60% of the time in approaching pharma com-
panies to discuss potential part n e r s h i p s .

“Biotech companies are shopping aro u n d , ”
D r. Cortada says. “They need funding and
they need prestigious alliances to make them
m o re attractive to venture capitalists.” 

D r. Cortada says another trend is that
biotechnology companies are forming
alliances with other biotech companies for
some of the outsourcing tasks that they re l i e d
on big pharma to do, such as logistics, mar-
keting, delivery, and manufacturing.

“ T h e re is a potential for all types of new com-
panies to achieve dominance in the industry,” he
says. “In the future, some biotech companies
may start to resemble large pharma companies.”
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GUIDELINES FOR SUCC E S S
D EV E LOP A PLA N

•Basis for “b u s i n e s s - s i d e”co nt ra ct re q u i re m e nt s

•Co nt ra ct provides the end; plan defines the 
m e a n s

•Co m m u n i cation and tra c king too l

•A good plan does not nece s s a rily equal MS
Pro j e ct

A GOOD PLAN INCLU D E S

•Act i v i t i e s

•Du rat i o n s

•Re s po n s i b i l i t i e s / Ac co u nt a b i l i t i e s

•Processes that gove rn co l l a bo rat i o n

•Re s o u rce re q u i re m e nt s
EVA LUATE PLA N
ENSURE AN UNDERSTANDING BY ALL INVO LV E D
F O R M A L LY KICK OFF THE ENGAG E M E N T

•Do n’t assume eve ryone was invo l ved in co nt ra ct 
d eve l o p m e nt — ensure common foc u s

• A good kick-off meeting includes:

• I nt rod u ct i o n s : roles and re s po n s i b i l i t i e s

• Rev i ew of co nt ra ct te rm s

• Pre s e nt ation of histo ri ca l / b a c kg round dat a

• Rev i ew and re f i n e m e nt of the plan

•Visible endorsement from senior 
m a n a g e m e nt spo n s o r s

DEFINE THE CO M M U N I CATION PRO C E S S

• En s u re info rm ation sys tems are co m p at i b l e

• Set co m m u n i cation ex pe ct at i o n s

ALLIANCE MANAG E M E N T: A P ROJECT MANAGEMENT PERSPECTIVE

• Fre q u e n cy

• Fo ru m

•Pa rt i c i p at i o n / Re q u i re m e nt s

• I d e ntify pri m a ry co nt a ct person on both sides

•Be open and honest

•Ac kn owledge po te ntial cultura l / g e og ra p h i cal obstacles
AC T I V E LY MANAGE THE RELAT I O N S H I P

• Issues management

• Issues arise and must be re s o l ved real time

•Attack the issue, not the pe r s o n / o rg a n i z at i o n

• Is s u e - resolution appro a c h :

• Define decision-making authori t i e s

• Define cri te ria for assessing options

• List options

• I d e ntify pros and co n s

• Pri o ri t i ze options

• Se l e ct the “be s t”o p t i o n

• Co m m u n i cate the decision and rat i o n a l e

• Revise the plan and distri b u te a revised ve r s i o n

• If re q u i re d, revise the co nt ra ct doc u m e nt s
CO N T I N U O U S LY CO M M U N I CAT E

• En s u re no one is in a vacuum and all have the 
i n fo rm ation they need to do the job

• Fa ce - to - f a ce meetings

•Te l e co n fe re n ce meetings

•One-on-one telephone ca l l s

• I n fo rmal discussions

• E - m a i l ,e tc.

So u rce : Tim No f f ke,P M P, V P,L i fe Science s, I nte g rated Pro j e ct Ma n a g e m e nt Co. , Bu rr Ri d g e, Il l . For more info rm at i o n , visit ipmcinc. co m .

THE PERFORMANCE STANDARDS FOR PA RT N E R I N G
ON BOTH SIDES OF THE EQUATION ARE HIGHER.
Companies have be come more adept in
d eveloping alliance agre e m e nt s, and this
s o p h i s t i cation is extending across the value chain.

D R . JAMES CO RTA D A

AN ALLIANCE CAN BE A

VA LUE-ADDED STRAT E G I C

AC T I V I TY T H AT PROV I D E S

S EV E RAL ADVA N TAG E S,

including access to new

te c h n o l ogies and/or ca p i t a l ,

f l ex i b i l i ty, l owe red co s t s,

and increased quality.

TIM NOFFKE



He says as biotech companies grow and gain
enough scale, they could become specialists in a
couple of disease areas that are very lucrative.

“As the interest in biologics increases, there
a re opportunities for companies to establish a
body of knowledge that surpasses current stan-
d a rds,” Dr. Cortada says. “This is very unusu-

al for this industry; most of the major players
have been around since the 1920s in one fash-
ion or another. ”

P h a rmaceutical companies are changing
how they approach collaborations. Some are
looking for opportunities earlier in the pipeline. 

“Because there are fewer late-stage opport u-

nities available, more of our focus is on earlier-
stage opportunities,” says Thomas Hofstaetter,
Ph.D., senior VP of corporate business develop-
ment at Wyeth Pharmaceuticals. “For the
attractive late-stage products, there is heavy
competition and the stakes go up. Earlier- s t a g e
o p p o rtunities are usually more aff o rdable. Since
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The Roc h e / Ar Qule Pa rt n e r s h i p

I N D U S T RY EXPERTS SAY THE AGREEMENT BETWEEN ROCHE AND ARQULE IS A GOOD EXAMPLE OF THE NEW MODEL 

OF INTERDEPENDENCE OF CO L LA B O RATIVE PA RT N E R S .

n Ap ril 2004, Roche and

Ar Qule began a part-

nership to discover and

d evelop drug ca n d i d ate s

t a rgeting a new pat h way to

s e l e ct i vely kill ca n cer ce l l s.

The pat h way influences the

activation of a key cell

d e ath re g u l ator called E2F.

The act i vation of E2F plays

a cri t i cal role in the pro-

g rammed death of ca n ce r

ce l l s, while leaving healthy

cells unharm e d. The part-

nership includes a com-

pound in Phase I clinica l

d eve l o p m e nt.

“We be l i eve Roche had

one of the early visions of

an inte rd e pe n d e nt mod e l ,”

says Robert Silverman,

director, global licenses,

pharma partnering, at

Roc h e.“We have a partnership with Ar Qule that is based on a re l at i ve-

ly unique ri s k / value tra n s fer dy n a m i c.”

Roche has an option to use Ar Qu l e’s E2F prog ram in the field of

ca n cer thera py.Roche agreed to immediate funding of $15 million and

s i g n i f i ca nt financial suppo rt for ongoing re s e a rch and deve l o p m e nt.

Ar Qu l e’s role is to adva n ce drug ca n d i d ates from early-stage deve l o p-

m e nt into Phase II tri a l s.Roche may opt to license wo rl dwide ri g hts fo r

the deve l o p m e nt and co m m e rc i a l i z ation of prod u cts resulting fro m

this co l l a bo ration by paying an option fe e. Assuming the succe s s f u l

d eve l o p m e nt and co m m e rc i a l i z ation of a co m pound under the pro-

g ra m ,Ar Qule could re ce i ve up to $276 million in pay m e nt s, plus roya l-

t i e s. Ad d i t i o n a l l y, Ar Qule has the option to co p ro m o te prod u cts in the

Un i ted St ate s.

Roche depends on Ar Qule for innovat i o n , and Ar Qule depends on

Roche for deve l o p m e nt ex pe rt i s e, s ays Ce ce Gate l y, d i re cto r, g l o b a l

a l l i a n ce s, p h a rma part n e ri n g, at Roc h e.

“Ar Qule has a gre at kn owledge base in chemistry,” she says. “We

I

be l i eve the co m p a ny

b rings a real stre n g t h

in the quality and

depth of its re s e a rc h

e f fo rts to the part n e r-

ship. ArQule’s

re s e a rchers are ve ry

i n n ovat i ve and have

big chemistry

strength. They can

come up with new

molecules to back up the co m p a ny’s own pipe l i n e. Ar Qule ackn ow l-

edges that it doe s n’t have global deve l o p m e nt, re g u l ato ry, or marke t-

ing ex pe rt i s e, some of the strengths of a big pharm a ce u t i cal co m p a ny;

this is where Roche comes in.”

M r.Si l ve rman says in developing this model both companies had to

think outside the traditional partnership agre e m e nt stru ct u re.

“The challenge was how to blend the two co m p a n i e s’ s t rengths to

c re ate value for both entities and increase the long-te rm value pro po-

s i t i o n , in other wo rds the po te ntial of the prod u ct,”he says.“The re s u l t

is an inte rd e pe n d e nt stru ct u re. Roche depends on Ar Qu l e’s strength in

foc u s, and Ar Qule depends on Roche for its strength and bre a d t h .”

Roche has a thorough ri s k - a s s e s s m e nt and due-diligence proce s s

t h at it undert a kes for all of its part n e r s h i p s.

“We ve ry ca refully assess the management and leadership of the

other co m p a n i e s,” M r. Si l ve rman says. “We look for partners that we

be l i eve have vision and cre d i b i l i ty. For Roc h e, p a rtnerships are abo u t

c re ating long-te rm re l at i o n s h i p s.”

BIOTECH a l l i a n c e s

OUR APPROACH TO ALLIANCE MANAGEMENT STA RTS EV E N

BEFORE DUE DILIGENCE. Our alliance dire ctors meet with the

exe c u t i ves from pro s pe ct i ve co m p a ny partners ve ry early in

the proce s s.This allows both sides to establish a level of tru s t,

which ultimately leads to bringing all the elements tog e t h e r

to make the strategic partnerships wo rk we l l .

CECE GAT E LY

THE CHALLENGE WAS HOW TO
BLEND THE TWO CO M PA N I E S’

S T R E N G T H S to cre ate value for bo t h
e ntities and increase the long-te rm

value pro po s i t i o n , in other wo rd s
the po te ntial of the prod u ct.

RO B E RT SILV E R M A N



BIOTECH a l l i a n c e s
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MORE DEALS, MORE QUICKLY, BUT NOT QUICKLY ENOUGH

THE FIRST MAJOR FINDING OF THE BIOPA RTNERING 2004 

S U RV EY is that, while the number of alliance deals is grow i n g,

deals are not being signed as quickly as they could be.

The survey found that ave rage time-to-deal has improved by

o n e - t h i rd during the past five years to 10.7 months (see chart to

the left ) . An a l ysis by IBM indicate s, h oweve r, t h at even with

re ce nt stri d e s, t i m e - to-deal is still too lengthy.

From the pe r s pe ct i ve of biote c h s, u p - f ro nt pay m e nts are a

c ri t i cal co m po n e nt of alliance deals, with 63% of alliance s

including them,a c co rding to the 2004 survey.But having to wa i t

m o nths on end for an up-fro nt pay m e nt can erode whateve r

time adva ntage a biotech may have enjoyed at the start. Es pe-

cially for biotech start u p s, p ay m e nts can provide a cri t i cal “h a l o

e f fe ct”t h at re a s s u res ve nt u re capitalists and other share h o l d e r s

and keeps the inve s t m e nt dollars flow i n g. In some ca s e s, t h e

timing of a pay m e nt can actually make or break the co m p a ny.

The number of new deals doubled be tween 1996 and 2001,

f rom 814 to 1,621.Si n ce then,the number of deals has stabilize d

to about 1,300 per ye a r. This pat te rn in part re f l e cts the chal-

lenges the global eco n o my ex pe ri e n ced in 2001.

THE CENTER OF GRAVITY SHIFTS FROM PHARMA 

TO BIOT E C H

THE SECOND MAJOR FINDING OF THE BIOPA RTNERING 2004

S U RV EY was biotechs that surv i ved spe c u l at i ve excesses of the

1990s have mat u red into sophisticated deal-make r s. While still

key playe r s, m u l t i n ational pharma companies no longer domi-

n ate in the biotech alliance game. Si n ce 1999, deals be twe e n

b i o tech companies have outnumbe red biote c h - p h a rma deals,

and the gap is set to widen.

The number of biote c h - b i o tech deals more than tri p l e d

be tween 1996 and 2001, while the number of biote c h - p h a rm a

deals grew less than 20%. Be tween 2001 and 2003, both ty pe s

of deals declined as a result of marke t p l a ce setbacks. Even so,

the number of biote c h - b i o tech deals signed in 2003 was more

than double the number signed in 1996. The same cannot be

said of the number of biote c h - p h a rma deals, which was only

s l i g htly higher in 2003 than in 1996. In 2004, the number of

b i o te c h - p h a rma deals is ex pe cted to co ntinue to decline.

As this trend suggests, the biotech industry has mat u red to

the po i nt that larger biotechs are able to suppo rt smaller

b i o techs in alliance sce n a ri o s. Tod ay, “big biote c h” is be g i n n i n g

to acquire some of the chara cte ristics of big pharma (while

retaining many desirable ope rational habits of biote c h s,such as

a g i l i ty, re s po n s i ve n e s s, and flex i b i l i ty ) . In some ca s e s, s e n i o r

p h a rma exe c u t i ves take biotech positions late in their ca re e r s,

f u rther adding to the pool of ex pe ri e n ce biotechs can draw

f rom when they fo rm alliance s.

K EY TRENDS IN THE STRATEGIC BIOPA RTNERING ARENA

So u rce : IBM Bi o Pa rt n e ring 2004 Su rvey, IBM Business Consulting Se rv i ce s,So m e r s, N . Y.

M U LT I N ATIONAL PHARMA CO M PANIES NO 
LONGER DOMINATE PA RTNERING PRO S P E C TS
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No te : For this analys i s, a drug co m p a ny was classified as “p h a rm a”if it ex i s ted be fo re the adve nt of the biotech industry.
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No te :The 2004 survey defined “t i m e - to - d e a l”as the time of first co nt a ct be tween pro s pe ct i ve partners to when a
co nt ra ctual agre e m e nt is signed by both part i e s.

THE RATE OF NEW DEALS
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No te :These totals encompass all ty pes of alliance s, including mergers and acquisitions.
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we know what our
needs are, we can find
m o re potential early-
stage candidates.”

For obvious rea-
sons, early-stage deals

a re riskier for pharma companies. 
“Our basic philosophy for partnering is to

c reate a win-win situation so that both part i e s
benefit from the collaboration,” Dr. Hofstaet-
ter says. “This includes sharing risk and
re w a rd; if the risk is higher, we would expect
the terms to reflect this.”

Lilly is another pharmaceutical company
looking at more early-stage product alliances. 

“ I t ’s important to look outside the obvi-
ous,” Mr. Thompson says. “We have part n e r-
ships throughout the entire value chain —
f rom collaborations at the earliest discovery
technology stages, to target validations, targ e t
identification, through products that are on

the market. We set up an alliance manage-
ment group long ago because partnering has
been a fundamental piece of our strategy since
the mid-1990s. This is important because we
know we can’t do it all.”

ENSURING SUCC E S S
The IBM re p o rt indicates that more than

half of the alliances between biotech and phar-
ma companies are not effective, and 85% of
alliance failures can be attributed to causes that
can be managed. Survey respondents identified
several deal-making pitfalls that can be avoid-
ed: inadequate due diligence that can leave
p a rtners overestimating the market potential
of deals; imbalanced negotiations that can
result in unequal benefits and poorly defined
roles for partner companies; and a lack of care
in contract wording. 

Better alliance-management practices

could salvage a potential $2.7 billion annual-
l y, according to IBM.

M r. Thompson says it is important to bring
alliance management executives into the
negotiation process. 

“The role of our alliance group is re l a t i o n-
ship management,” he says. “We try to get the
right ‘owners’ involved so they understand the
give-and-take of the transaction. It’s import a n t
they understand not only the words on the
paper but the spirit behind the transaction.”

D r. Hofstaetter says it’s also important to
spend sufficient time to understand what the
real needs and goals are of each part n e r.

“In my experience, one of the main re a s o n s
alliances don’t perf o rm well is that there isn’t
a good alignment in terms of respective goals
and interests,” he says. “This gap is usually
reflected in the contract and later in the imple-
mentation phase.”

D r. Redpath says another challenge is the
contract itself, which needs to be cleare r. 

“Many companies focus more on what to do
if things do happen and less on what to do if
things don’t happen,” he says. “Te rmination sce-
narios and dispute resolutions are important; the
key to a good licensing deal is defining what to
do when things don’t go according to plan.” ✦

Ph a rm a VOICE we l comes co m m e nts about this

a rt i c l e.E-mail us at fe e d b a c k @ p h a rm avo i ce. co m .
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B I OTECH CO M PANIES ARE FINDING T H AT THERE IS
AMPLE MONEY AVA I LABLE IN PUBLIC MARKETS a n d
t h rough pri vate ve nt u re ca p i t a l . As a re s u l t, t h ey are
less likely to license away the crown jewels than they
we re 10 to 15 years ago.
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