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Preface

Alliance management is an essential discipline in biopharma companies,
involved in driving the success—and managing the risks—of the many,
varied partnerships and collaborations that deliver innovative therapies
to patients. As a result, the ranks of alliance managers are growing. They
include people dedicated to the discipline, as well as those that have the
responsibility in addition to another job. Social capital and understanding
how a company works are key, so alliance managers are often recruited
from within, based on their skills and aptitude, but without any alliance
management experience.

Equally, alliance management is becoming a necessary stop in the career
development of many executives. They assume a leadership role needing
to quickly get up to speed on what is a sophisticated and demanding job,
requiring both strategic and operational abilities, a high-level of emotional
intelligence, and an ability to find creative solutions to problems.

The purpose of this paper is to introduce the core functions of biopharma
alliance management to executives and practitioners new to the discipline. It
discusses the core responsibilities, as well as provides guidance on resourcing
strategies and the structure and organization of an alliance management function.
While not exhaustive, it provides a roadmap to get started pursuing what is
one of the most interesting, challenging, and essential jobs in business today.
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The Discipline of Alliance Management

Alliance management is a set of policies, processes, behaviors, and tools
through which an organization minimizes risk and maximizes the value of
its alliances and other strategic partnerships. What constitutes an alliance?
There are many types and purposes of alliances; for this paper, an alliance
is defined as a contractual relationship between two (or more) parties to
develop and/or commercialize a biopharmaceutical asset.

Because of the widespread use of partnering in the biopharmaceutical
industry to access assets, expertise, capital, and other resources, nearly all
biopharmaceutical companies practice some form of alliance management.
The specific implementation of it should be aligned with the management
needs of a company’s portfolio of alliances. The greater degree of complexity
and risk within an alliance or alliance portfolio, the more high-touch the
management needs to be to realize intended value. Complexity and risk
don’t always come from the partner. If an organization isn't “partner ready”
it can create inefficiencies and challenges to successful collaboration on its own.

The practice of alliance management varies greatly. In small, early stage
biotechs, line executives perform the work, often without realizing they are
carrying out basic alliance management activities. By the time the partnered
assets are approaching pivotal trials and commercialization, an alliance
manager is appointed, especially if the alliance is with a mid-to-large-sized
pharma company. The alliance agreement likely mandates it. That individual
could also be serving as a project, program, or product manager and may or
may not obtain some alliance management training. More mature companies
have a dedicated alliance management team or function. Most big pharma
companies have multiple teams, with each team covering a specific type of
alliance, often delineated by the stage of asset development or dedicated to
a specific therapeutic area. These teams strive for a consistent approach to
alliance management, based on a common “playbook.” They obtain training
and work to implement “best practices.”

When alliance management is performed by knowledgeable and experienced
alliance practitioners, studies show a higher degree of alliance success than
when the work is performed by those without expertise in the discipline.!
Since the first formal alliance management program in the biopharmaceutical
industry was begun by Lilly in 1999, many practices have been developed,
a set of competencies defined, and a common language emerged that allows
practitioners to work together to unite their companies in achieving the
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'ASAP’s 4th State of Alliance
Monogement, Association of
Strategic Alliance Professionals,
201
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Our research
shows that
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challenged today

2For example, Bentley
University, University of
Virginia, Northwestern, and
INSEAD either offer courses in
managing strategic alliances or
include management aspects in
courses on alliance strategy

goals of an alliance. The Association of Strategic Alliance Professionals
(ASAP) www.strategic-alliances.org offers two levels of professional certification
for alliance managers, based on tried and true practices developed in the
community. A few universities are beginning to include alliance management
in their business school’s curriculum.? In addition to ASAP events, for-profit
conference companies such as Cambridge Healthtech and Marcus Evans offer
professional development conferences in both the US and Europe.

A best-in-class alliance management practice operates in a similar fashion
to any other essential function in the race to bring innovative medicines
to patients—it has a guiding purpose, a strategic business plan with
measurable goals, aresourcing strategy, and acommunication plan. Italsohasa
“system of record” through which it manages workflow and knowledge. It has
staff who perform distinct jobs and talent development initiatives that allow
individuals to take on greater responsibility as their skills develop.

This optimal alliance management practice is relatively rare. There are a few
big pharma companies—Lilly, Astra Zeneca (including Medimmune), and
Bayer, for example—that come close. For most, especially mid-sized companies, a
relatively small alliance management team of less than 10 people and usually
many fewer, fights to keep up with the daily demands of ever-growing alliance
portfolios. The best alliance managers are by nature creative, innovative, and
entrepreneurial. So even with limited resources to establish themselves and
be strategic and proactive in setting their agenda, they deliver value in many
ways, both large and small, such as:

B Ensuring operationally sound alliance agreements that don’t
inadvertently create risk or limit value creation

B Guiding the start-up of an alliance to create alignment on goals,
timelines, and early deliverables, helping speed time to value

B Identifying and preventing business risk, contractual ambiguities,
and interpersonal challenges from undermining alliance value

B Creating and implementing frameworks and processes to facilitate
decision making, ensuring senior leaders have complete visibility into
all relevant data

B Recognizing the downstream financial impact of decisions that may
not seem to have financial implications

o
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B Applying in-depth understanding of alliance operations and the
strategic objectives of each partner to expeditiously solve problems

B Preventing a loss of value as an alliance winds down and keeping the
door open for a future partnership by creating a “soft-landing” for the
partner

Our research shows that the value of having a trained individual assume
responsibility for a high-value, high-risk biopharma alliance is rarely
challenged today.’ As a result, alliance management teams of all sizes are
embarking on improvement and enhancement projects to ensure they
continue to deliver value as their workloads are increasing. They are making
the case for additional staff and developing specific resourcing strategies,
including partnering with project and program management, as well as
with in-market commercial colleagues to address growing portfolios. They
are working to deliver a consistent work product, using standardized
processes, and implementing automated tools. They are bridging silos and
managing differences between partners to prevent the erosion of value.

Alliances are conceptually simple, but operationally very challenging. This
may not be apparent to senior executives who are twice as likely as rank and
file staff to believe their companies collaborate with ease both internally and
with partners.* Alliances must be actively led and proactively managed to
ensure their inherent inefficiencies don't result in the loss of value that can
only be effectively achieved through an alliance.

*'No Longer Any Doubt:
Alliance Management is an
Essential Strategic Capability
for Today’s Biopharmaceutical
Company,” Strategic Alliance,
Q3, 2018

4"The Digital Culture
Challenge: Closing the
Leadership-Employee Gap,”
Capgemini, 2018
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Creating optimal
outcomes from

the three alliance
success equations
is how alliance
management
creates, delivers,
and captures value
from alliances

*Adapted from Ben
Gomes-Cassares, Remix
Strategy: The Three Laws of
Business Combinations,
Harvard Business Review

Press, 2015

Alliance Success Factors

Alliances exist to create greater value for the partners, not just share a fixed
amount of risk and reward. They encompass many forms of value, including
access to expertise, technology, intellectual property, capacity, financial and
social capital, and much more. It is these sources of value that are combined
and utilized through the operations and governance of an alliance to produce
financial and strategic outcomes for the customers and the partners. They are
sources of value that cannot be bought—at least not economically— but only
made use of in the context of a trust-based, mutually beneficial environment.
If these desirable sources of value can be bought, then acquisition is the right
strategic decision for both parties; an alliance is not.

This suggests three equations that must be managed for alliance success®:

1. 1 + 1 >3. This equation for synergy is typically stated 1 + 1 = 3 to
describe that the joint value created by allying must be greater than the
sum of the parts. In truth, the joint value needs to be significantly, not
incrementally greater to overcome the inefliciencies of alliances.

2. 1+ 1 = 1. A trust-based, mutually-beneficial environment requires that
partners be aligned, working towards a common purpose, while each
pursues its individual objectives. This is typically the most challenging of
equations to make true, given that alliances operate within the strategies,
structures, processes, and cultures of two or more entities. Creating this
ability to operate as one—in essence, as an entity itself—is perhaps the
hardest and least recognized work of alliance management. It requires no
less than the skills of an embassy-level diplomat to bring often egotistical,
political, and turf-protecting executives into agreement that their individual
interests are best served by creating mutual value.

3. 1+ 1 =3*x+ 3y. Every collaboration requires the fair and efficient
distribution of value, whether the total value is 3 or something significantly
greater. The challenge in alliance agreements is that the value is never
fixed at the time of the agreement, thus it is nearly impossible to achieve
a fair distribution of the ultimate value before the alliance is operation-
al. Accordingly, alliance agreements contain a distribution of value based
on initial assumptions and also allow for adjustments over time within
the confines of certain conditions. This is best achieved by delaying spe-
cific decisions that distribute value until better information is available,

10
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such as co-promotion or commercial supply agreements if the asset is
development stage at the time the alliance is initiated. If the asset is
commercial, an example of delaying value distribution decisions is
reimbursement pricing triggers that allow a licensee to forego launching
in likely unprofitable territories.

Creating optimal outcomes from these three equations is how alliance
management creates, delivers, and captures value from alliances.

1
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Alliance leaders
face the challenge
of allocating
resources to
manage the sheer
volume of work
coming from
burgeoning
portfolios,

coupled with the
acknowledgement
that for alliance
managers to truly
add value, they
need to be engaged
with and immersed
in the teams
executing the work
of the alliance

Structure and Organization
of Alliance Management

One of the sure signs of a valued capability is that it is integrated into strategy,
operations, and execution. That means the capability is purposefully designed
and shaped to align with the company’s structure and portfolio. So not
surprisingly, there have been a lot of reorganizations of alliance management
taking place as companies have been reshaping their portfolios. Alliance
management is almost always global, organized at the corporate level.
It typically reports through some combination of corporate development/
business development or strategy (68 percent of interviewees in our 2018
research), depending how the company organizes those functions (see Figure 1).

14%

RESEARCH

18%

OTHER

68%

BUSINESS DEVELOPMENT
CORPORATE DEVELOPMENT

Figure 1 - Reporting Structures

This includes some teams that only handle early-stage research alliances,
although if a company has multiple teams for different stages of the lifecycle,
the research alliance team likely reports to research and development. Four-
teen percent report through research and 18 percent report through program
leadership or technology leadership (mainly smaller, technology platform
companies) or directly to therapeutic area leadership. There is a maxim in the
field of strategy that “structure follows strategy.” It just makes sense that alliance
management should report through the strategy development groups.
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Coping Strategies for Growing Porifolios

Alliance leaders face the challenge of allocating resources to manage the
sheer volume of work coming from burgeoning portfolios, coupled with
the acknowledgement that for alliance managers to truly add value, they
need to be engaged with and immersed in the teams executing the work of
the alliance. Nearly 40% percent of alliance managers surveyed reported
managing the amount of work as their greatest challenge.®

There are a few key strategies being employed to address portfolio growth:
scoping, tiering, and leveraging other functions. These are often combined.
Most large pharma companies have multiple alliance management teams,
specialized for a specific scope of alliances. They may divide responsibility
by lifecycle stage (e.g., pre- and post-proof of concept). A few companies
divide responsibility by therapeutic area, especially if the company itself is
organized that way. It helps develop the technical understanding increasingly
required of alliance managers. There are specialty teams, too. These groups
manage local licensees for commercial-stage products, mainly in developing
markets such as Latin America or Asia. Japan-based alliances typically get
their own team, located in Japan. When alliances are tiered or segment-
ed, as they are in 41 percent of organizations interviewed, certain alliances
become more important than others because they offer high potential value
typically combined with higher risk (see Figure 2).

COPING STRATEGIES

100%
90%
80%
70%
60%
50%

40%

30% 41% 41%
20%
0%

TIERING LEVERAGE MULTIPLE TEAMS
STRATEGIES

PERCENTAGE OF RESPONDENTS

Figure 2 - Coping Strategies
(Totals add to more than 100% due to use of multiple strategies by single companies)

Tiering

establishes
different
management
strategies for
different tiers.

The higher tiers
are managed by
dedicated alliance
managers; the
lower tiers are not.
Typically, all
pariners have a
designated person—
just not necessarily

an alliance manager

*ASAP Netcast, No Longer
Any Doubt, March 14, 2018
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This lends itself to establishing different management strategies for different
tiers. The higher tiers are managed by dedicated alliance managers; the lower
tiers are not. Typically, all partners have a designated person—just not
necessarily an alliance manager. Leveraging other functions is a strategy
also employed, irrespective of the size of the alliance management team(s)
or company. Other functions—primarily product and program or project
managers—are leveraged in two ways. They often assume primary management
responsibility for lower-tier alliances. Sometimes this is an acknowledged
responsibility; often it is just part of the job, and thus the alliance really isn’t
managed. In an emerging practice, primarily among smaller companies
introducing alliance management for the first time, alliance management
responsibilities are being scoped such that routine functions, including
lower-level governance meetings and reporting, are largely handled by
program or project management. This leaves the alliance manager to handle
higher value-add responsibilities, such as contractual oversight and proactive
risk mitigation.
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Alliance Management Practices

Foundational Responsibilities

Throughout the alliance lifecycle, from due diligence to winddown, the
alliance manager’s mission is to minimize and manage business, legal, and
human risk, in pursuit of maximizing the value of the partnership. This
is accomplished within the context of an organization’s, strategy, culture,
and ecosystem of partners and collaborators, as well as potential partners.
(See Figure 3).

CULTURE

PURPOSEFUL
LEADERSHIP

COLLABORATIVE
ENGAGEMENT

Alliance
Management
Foundation

MEASURABLE
OUTCOMES

AGILE
GOVERNANCE

Figure 3 - Alliance Management Foundation

The alliance manager who does this well employs many executive-level
skills—and never knows what challenge will present itself each day. Success-
ful alliance managers are resourceful, persistent, resilient, and don’t mind
when all the credit goes to the development or commercial teams! They also
serve the interests of the alliance above all else, grounded in the belief that
their company benefits the most when the alliance is the most successful.
It is not a job for everyone, but increasingly, a turn in alliance management

Throughout the
alliance lifecycle,
from due diligence
to winddown, the
alliance manager’s
mission is to
minimize and
manage business,
legal, and human
risk, while
maximizing value
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Building a solid
foundation of
planning,
communication,
measurement and
reporting of results,
creates the
environment for
alignment, decision
making, and
collaborative
operations that
maximizes the

value of the alliance
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has become a necessary step in the career development of high-potential
employees, specifically because of the high-level executive skills required,
including the ability to work cross-functionally across the company, and the
need for future executives to understand partnering and alliances from both
strategic and operational perspectives.

In the pursuit of minimizing and managing risk while maximizing value,
alliance managers engage in activities that can be organized into four
major components: Purposeful Leadership, Collaborative Engagement, Agile
Governance, and Measurable Outcomes (See Figure 3 — Alliance Management
Foundation). Select activities (but by no means all) within each component
include:

Purposeful Leadership

B Find the North Star. The North Star of an alliance is the collective vi-
sion or purpose of the alliance, stated in terms of value to patients, part-
ners, and stakeholders, and the experiences all seek relative to that value.
Alliance managers guide the teams to find it, embrace it, and always keep
it front and center in their work. The North Star provides focus and helps
determine priorities. It is a powerful leadership tool, creating transparency
and visibility into the work of the alliance teams, highlighting their progress
and areas of challenge for alliance managers to address.

B Manage risk. Solve problems. There are potential risks in alliances oth-
er than the scientific and market risks that would still exist with a non-
alliance asset. These risks are of a business, legal, or human nature and
most frequently relate to the risk of delay or sub-optimized decisions
that can erode value. They arise because the parties may not be able align
around a critical decision, or because the contract is silent or ambiguous
on a topic where there are divergent views. Risk also comes about when
the parties don't trust one another and allow the mistrust to keep the
parties from working in the best interests of the ultimate patients, and
therefore the alliance. Identifying and implementing an appropriate strategy
to prevent the risk from becoming a realized problem is a major way that
alliances managers add value.

If, despite diligence, a risk becomes a problem, it is up to the alliance
manager to get it resolved as quickly as possible and in line with the strategic
intent of the alliance. Be it a simple misunderstanding, a typical business
problem, or something that escalates to conflict, alliance managers analyze
the situation so that they are working from a solid fact base, convene the
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required parties, and facilitate arriving at and implementing a resolution
through a collaborative problem-solving process. They pay careful
attention to where the authority to resolve an issue rests, advising on
escalation, or ensuring lower levels are getting the guidance they need
to come to resolution.

B Build trust and relationship. The intended value in an alliance will
not be realized unless there is a trust-based relationship between the
parties. Certainly, this needs to be an objective of the entire alliance
team, not just the alliance manager. Open and transparent communication,
honesty, empathy, and a true focus on getting to know the partner, what
is important to both the company and the alliance team members, and
a commitment to solving problems collaboratively, all contribute to
building trust. The alliance manager must lead by example.

Collaborative Engagement

B Think and act as one team. The alliances that are the most successful
have an “entity mindset” where the alliance team members think of
themselves as a “company” unto themselves. This mindset is essential
for complex, co-development, co-commercialization alliances where
the operating model must strike an appropriate collaborative balance
to reduce inefficiencies while ensuring engagement by the right people
at the right time. Alliance managers are the keepers of this mindset,
ensuring team charters are developed and lived by, and the senior
governance committee holds everyone accountable.

B Create alignment. The need for alignment internally and with the
partner transcends contractual authority. Any alliance where the
partners aren’t aligned on a path forward is sub-optimized, inefficient,
and squandering resources. Internal alignment typically requires
meetings before the meetings with the partner and are essential except
in the most high-performing alliances. Achieving internal alignment in
advance of major decisions is why most alliance managers spend 60% to
70% of their time working with their internal stakeholders.

B Foster collaborative work. Connecting counterparts, surfacing the
benefits of working together and the downsides of not doing so helps
functional colleagues understand how to collaborate with their peers
on seemingly mundane issues such as regulatory communications
regarding labelling and manufacturing changes, as well as more visible
issues like scientific narratives stemming from post approval studies.
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Experience has
shown that having
an alliance
manager involved
as an alliance is
being consummated
results in a better
agreement, an
accelerated startup
phase, and early
identification of
alliance risk
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The alliance manager guides teams on how to structure collaborative
work to be as efficient as possible, eliminating duplication of work and
ensuring regular checkpoints to maintain alignment.

Agile Governance

Shape fit-for-purpose governance. Governance is the vehicle through
which alliances make decisions and plan to implement them, grant
authority to teams, and monitor performance. Governance is both structure
and process. It can’t be effective unless the structure reflects the current
focus of the alliance relative to activities and the people that populate its
boards and committees have the right expertise and authority. Alliance
managers own the governance process and are responsible for ensuring
it is constituted in a way that can change based on the focus of activities
over the lifecycle to ensure effectiveness. They also get the right people
engaged, ensure their effectiveness is not undermined by being on too
many governance committees, and help them succeed by creating clear
expectations for duties and behaviors of committee members.

Drive effective decision making. The alliance manager’s job is to
help frame and create the process for making good decisions for the
alliance, whether decision making is joint or divided between the parties.
Buildingasolid foundation ofplanning,communication, measurementand
reporting of results, creates the environment for alignment, decision making,
and collaborative operations that maximizes the value of the alliance.

Negotiate amendments and side letters. Many alliance managers take
responsibility for negotiating contractual amendments, side letters, and
renewals that are typical developments in an alliance lifecycle. They may
get support from their business development colleagues, but their in-depth
knowledge of the issues in an alliance makes them well-positioned for
the task.

Measurable Outcomes

Monitor contractual rights and obligations. The alliance manager is the
owner of the alliance agreement. He or she must be thoroughly versed
in it—hopefully having contributed to its development to ensure its
provisions can be operationalized. One of the first acts in a new alliance is
to map all of the rights and obligations of both parties and then to ensure
they are delivered. The contract is not used as a cudgel, but rather serves as
the guideposts within which the partners conduct operations. Additionally,
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the alliance manager partners with the legal team to interpret the
agreement in situations when the application of terms is not clear. This is
to be expected, as the agreement can never anticipate all situations.

B Report to stakeholders. Project and commercial managers report the
research outcomes, development progress, and commercial results of
an alliance to governance. In some out-licensed situations, the alliance
manager reports on the sales of the partner, acting as a channel
manager. Thealliance manager reports on keyinitiatives, especially cross-
functional activities, such as production of the annual budget, or
establishing a lifecycle management plan. They should also develop a
plan for making the key decisions that are related to milestones and
report on progress toward achieving them.

B Assessalliance “health”. A standard tool of alliance managers is the “health
check,” a survey of alliance stakeholders that assesses strategic, operational,
and cultural “fit” Initiatives are then developed and implemented to
address areas where the partners are not well aligned. A leading practice is
to use measures more directly related to the effectiveness of operations and
governance, as well as the quality of collaboration, instead of measures
of fit. Alliance management’s job is to bridge the differences between
partners and leverage those differences for the benefit of the alliance.

In addition to the foregoing aspects of the alliance manager’s job, which are
implemented in various ways depending on the stage of the alliance in the
lifecycle (See Figure 4), there are specific responsibilities at the beginning
and end of each alliance.

TERMINATION

WHY (Strategy) HOW VALUE DELIVER & PRESERVE VALUE
& WHO IS CREATED CAPTURE VALUE & RELATIONSHIP
Identify, evaluate, Jointly agree on Engage in and Develop a new
select, negotiate and 1) a work plan to manage operations, strategic infent that
contract with partners determine what the collaboration and builds upon investment
that fulfill strategic work is and who will governance, evaluate already made or wind
needs or present do it to achieve the performance and down operations,
“white space” strategic infent and iterate as required leaving the door open
opportunity and 2) operating principles to achieve strategic for a future partnering
agree to a shared to define how the intent endeavor
strategic intent and parties will work.
value to create Launch work and

governance

Figure 4 - Execution Oriented View of the Alliance Lifecycle
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The startup period
is critical. Failure to
create alignment
both internally and
with the partner at
this juncture often
results in having to
reset the alliance at
a later time, usually
in the midst of
confusion or conflict
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Alliance development

Experience has shown that having an alliance manager involved as an alli-
ance is being consummated results in a better agreement, an accelerated start-
up phase, and early identification of alliance risk. This should include having
an alliance manager conduct organizational due diligence on the partner at
the same time as scientific and market assessments are underway. An alliance
manager also helps craft the governance provisions of the contract, ensures
appropriate functional stakeholders participate in creating operational
provisions, including any research, development, or commercial plans
included as an attachment. When a draft agreement is complete, the alliance
manager should review it holistically, with an eye to ensuring it can be
implemented successfully.

Alliance startup

The first 60-90 days after an alliance is agreed to are a critical time when
an alliance is set up for success—or stumbles out of the gate. Exactly when
the startup period begins is a function of custom and in specific cases, law.
Some companies will not allow internal planning to begin until the contract
is signed; others will allow a small team of people already in the know to begin
that work. In certain alliances, compliance with competition laws must be
sanctioned before work can begin.

Once the startup period begins, there is a mad dash to communicate the core
elements of the alliance so that working teams and governance bodies can be
populated and formed; work plans drawn up; operating principles defined;
roles and responsibilities and collaborative routines agreed to, and reporting
and other communication protocols established. Additionally, people need to
get to know each other, building relationship and trust. There is an in-person
(at least for major alliances) kickoff meeting to be structured and planned. The
alliance manager is the orchestrator of all of this activity, together with a small
team that works closely with the partner to gain and maintain alignment.

The startup period is critical even in a smaller alliance. Failure to create align-
ment both internally and with the partner at this juncture often results in
having to reset the alliance at a later time, usually in the midst of confusion
or conflict.

Alliance termination or winddown

Almost all alliances eventually come to an end. It may be planned or
unplanned, caused as a result of scientific or market failure or because of a
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strategic drift between the parties. In either situation, the alliance manager
is the point person, responsible for negotiating the details of the termination,
paying particular attention to any remaining obligations, risk exposure, and
financial requirements.

Winding down an alliance can have many moving parts, including
customer, employee, and supplier notifications, complex technology transfers,
and special initiatives to keep salespeople motivated. There may be ongoing
considerations for maintenance or transfer of safety data bases. Regulatory
files must be transferred, and so on. Provision must be made for the monitoring
and fulfilment of ongoing financial obligations. Given the propensity for
the development and/or commercial teams to scatter to new opportunities
when a project ends, the alliance manager is often the only person left with
formal responsibility for the winddown.

Whatever it takes—it takes a team

In no way do the foregoing major activities represent everything an alliance
manager is called upon to do in the pursuit of minimizing risk and maximizing
value. The alliance manager works hand-in-hand with the key team members,
notably the head of the governance committee (Joint Steering Commit-
tee) and the project manager to ensure that what must be done, gets done.
The project manager and governance committee lead are accountable for
the product. The alliance manager is accountable for the alliance. As the
entrepreneur of the alliance entity, the alliance manager does whatever it
takes: engaging others, marshalling resources, seeing around corners, and
finding the “third way” to align around a path forward to success.

The Strategic Leadership Agenda
of Alliance Managers

In today’s partnering everywhere environment—where partnering is occurring
across the enterprise and with often unfamiliar partners—alliance managers
are assuming a leadership role to ensure partnering readiness in addition to
their work on individual alliances. The goal of partnering readiness is that
throughout the organization, partnered projects are not met with unnecessary
friction and hurdles; that the activities and rhythms of an alliance—which
must operate within the constraints of two or more partners’ strategies, structures,
cultures, and processes—are incorporated into and aligned with a company’s
solo activities and rhythms with ease and agility.

The goal of
partnering readiness
is that throughout
the organization,
partnered projects
are not met with
unnecessary friction
and hurdles; that
the activities and
rhythms of an
alliance—which
must operate within
the constraints of
two or more
partners’ strategies,
structures, cultures,
and processes—are
incorporated into
and aligned with

a company’s solo
activities and
rhythms with ease
and agility
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A partnering ready
organization
focuses on
adapting its
leadership system
to incorporate
elements that are
supportive of
external
collaboration and
reduce drag

To be partnering ready a company needs, at a minimum:

B A specific partnering strategy that is aligned with corporate strategy
and business unit/geographic priorities

B Partnering activities incorporated into workflows and processes,
including planning, measurement, and resource allocation

M Executive engagement and an appreciation of the financial contribution
of partnering activities

M Visibility into the partnering process, incorporating appropriate
functions at key points to ensure operational alignment

B Sufficient alliance infrastructure and consistent process of forming,
implementing, managing, and sunsetting (terminating) alliances and
other strategic collaborations, both individually and as a portfolio. An
alliance infrastructure consists of the systems, resources, and individuals
required to realize intended value of an alliance

B A dedicated alliance management function, responsible for developing
and implementing strategies to manage all alliances

B A culture that views partnering as a valuable strategic choice, not a
strategy pursued out of weakness

Initial iterations of enabling partnering readiness were often referred to as
Centers of Excellence and typically consisted of little more than an online
toolkit and a periodic training class. Today, leading alliance firms are moving
to a more comprehensive view of what it takes to be successful at partnering.
Think of it as “baking in” the capability throughout a firm’s DNA, rather than
simply a separate bolt-on function.

While there is always a level of inefficiency in alliances, a partnering ready
organization focuses on adapting its leadership system to incorporate
elements that are supportive of external collaboration and reduce drag. For
example, employees (other than alliance managers) rarely have goals based
on alliance success or are provided with opportunities to improve their ability to
collaborate. This is beginning to change as companies appreciate how critical
alliances are to their bottom line—and that desired outcomes take concerted
work; they don’t just happen.
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Performance Management
Considerations

Across the industry, most alliance managers are evaluated based on the
achievement of specific objectives related to their individual alliances plus
objectives shared across the alliance management team. It can be quite
challenging to place specific metrics on alliance management objectives,
so the evaluation is usually based on black or white—either something was
accomplished or it wasn’t. Attempts to add a quality aspect to the objective
are met with mixed success, due to the subjectivity of the evaluation.

Some firms tie alliance management objectives to the outcomes of the
alliance, such as the achievement of milestones in the time frame anticipated
at the time of the deal, adjusted as the alliance progresses through its lifecycle.
This is only advisable as a shared objective with the overall alliance team
and should not be the sole basis for evaluating an alliance manager, as he
or she is not accountable for the development or commercial program. An
exception to this occurs when the alliance manager is also program manager,
responsible for the implementation of the clinical development program.
Additionally, the alliance manager may act as the general manager of an
out-licensed asset, in which case tying performance management to financial
outcomes could be desirable.

An emerging practice in domains for which it is challenging to develop
performance management frameworks is to align metrics with strategic
intent’. For alliance management, this means focusing metrics on the core job
functions of minimizing risk and maximizing value. To do so, it is important
to look at both activities as a leading indicator and impact as a lagging
or outcomes indicator. Using this methodology, a service plan for each
alliance is developed, identifying known events, such as monthly operational
administration, startup, governance, and process alignment. These core
services that contribute to impact can then be counted as they are provided.
Over time, the alliance management team develops an understanding of
how they spend their time and the implications on resource needs. For
example, aggregating the service plans of all alliances under management
could show capacity to take on a strategic project—or it could show the
need for either additional personnel or to implement one or more of the
coping strategies.

A second dimension of the service plan is to forecast the key decisions and
events that have a material effect on the alliance. Managing these inflection
points proactively preserves and possibly expands value. Failure to do so

An emerging
practice in

domains for

which it is
challenging

to develop
performance
management
frameworks is to
align metrics with
strategic intent.

For alliance
management,

this means focusing
metrics on the core
job functions of
minimizing risk and

maximizing value

®Michael Tulaney, “Aligning
Metrics with Strategic Intent,”
Sopheon, 2018
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Alliance
management is

a sophisticated
discipline requiring
an equally
sophisticated
means of
measuring and
managing

performance
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can easily result in value erosion. When a plan is developed collaboratively
with the alliance team, not only is the team engaged in evaluating options
for these key events, they also participate in developing risk mitigation and
contingency planning. Additionally, every alliance experiences unforeseen
problems and conflicts. Solving these, either directly with the partner or by
orchestrating stakeholders and necessary discussions, is of high value to the
organization. As both expected and unexpected events occur and are managed,
the alliance manager can identify and track the impact in terms of specific
financial savings, cost avoidance, or increase in portfolio value.

A final perspective on the impact of alliance management is to take a
measure of customer satisfaction. Surveys can be conducted of alliance team
members to determine the degree of positive impact the alliance manager has on
alliance operations and outcomes from their perspective. Additionally, alliance
“health checks” or operational effectiveness surveys provide insight into the
functioning of the alliance. Once a baseline is established, changes in alliance
performance can be factored into the overall impact of alliance management.

Alliance management is a sophisticated discipline requiring an equally
sophisticated means of measuring and managing performance.
Careful counting of activities also helps to allocate alliance management
resources, clearly identifying the alliances that require higher levels of service.
Applying estimates of time required to deliver the service provides a reasonable
approximation of capacity and points to the need for additional personnel
and/or to pursue one or more coping strategies to handle a growing alliance
portfolio. Aggregating the impact of alliance management helps make the
case that there is a return on investment in alliance management.
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Aligning Alliance Management
Workload with the Portfolio

Companies choose partnering as a strategy to realize their financial and
other organizational objectives. It can take many forms ranging from a
simple license where one party makes most, if not all, decisions and does
most, if not all the work, to complex, multi-asset co-development / co-
commercialization relationships where decisions, work, and finances are
fully shared. The degree of joint decision making and co-work are typically
the factors with the greatest impact on the nature and amount of alliance
management services required.

In co-development and/or co-commercialization alliances, both parties are
applying resources as part of a joint work plan. It is easiest—and indeed is
a critical success factor—to think of these relationships as if they were an
entity unto themselves. These alliances operate under the auspices of a Joint
Steering Committee (JSC) that is responsible for strategic decision making
and oversight of the alliance. It can be thought of as the “board of directors”
for the alliance. There are also at least one (typically multiple) operational
committees that are responsible for the execution of strategy. It is alliance
management’s responsibility to ensure the effective operation of these bodies
that are controlling and driving the work of the alliance.

Co-development/co-commercialization alliances are common when the
sell-side partner assumes some of the risk in exchange for later rewards,
such as when a biotech wants co-commercialization rights in at least certain
territories. This is a very complex collaboration with many moving parts
and often requires alliance managers fully dedicated to this one alliance
within both of the partners to ensure the appropriate decisions are made,
information flows between the partners, resources are made available, risks
identified and managed, and problems solved.

Contrast this with a license to market an approved product in certain
territories where the licensor does not have a commercial presence. At the
simplest level, the obligation of the licensee is to gain marketing authorization,
achieve favorable reimbursement, and drive a level of commercial activity
that makes it a profitable endeavor. The licensor has to provide the regulatory
file, product, medical and marketing information, and leave it to the licensee
to carry out the business as it sees fit. A simple governance structure is all
that is required, where the meetings are primarily updates and information
sharing, not driving decisions.

The degree

of joint decision
making and
co-work are
typically the factors
with the greatest
impact on the
nature and

amount of alliance
management

services required

25

e



BIOPHARMACEUTICAL ALLIANCE MANAGEMENT: PRACTICES, STRUCTURE, AND VALUE

The trend in the
industry is that

for complex,
high-value dlliances,
or any alliance at a
key value inflection
point, the alliance
manager should

be fully engaged
as a member of the
alliance team and
not someone who
parachutes in when
there is a problem

Traditionally, licensors of approved products have treated licensees as
distributors in arm’s length transactions. Increasingly, licensors—who make
a margin on product and royalty on sales—recognize it is in their interest to
build a collaborative, more alliance-like relationship with their commercial
partners. Afterall, their success is directly tied to the licensee’s success.

Generally speaking, a single alliance manager can handle many of these
relationships—from four or five to upwards of ten. The key factor is how
much of the work and coordination with the partner is taken on by other
functions, such as supply chain, medical, quality, etc., as well as the ease of
internal collaboration. If the alliance manager is essentially acting as a general
manager or asset lead, the time commitment will be much greater and the
alliance manager able to manage a far smaller number.

There are no hard and fast rules for how many alliances a single manager can be
responsible for and have a significant impact. The trend in the industry is that
for complex, high-value alliances, or any alliance at a key value inflection point,
the alliance manager should be fully engaged as a member of the alliance team
and not someone who parachutes in when there is a problem. For lower value
or mature alliances, partnering ready organizations are paving the way for these
relationships to be managed in the business, according to consistent alliance
practices established by alliance management and subject to its oversight.

See Figure 5 for “rule of thumb” guidance on the number of alliances any
single manager should be tasked with.

Factors to consider include the decision making
structure and amount of collaborative work, as well as
the number of affiliates involved. If co-promoting, the
complexity grows

In or outlicense, collaborative
governance, fop tier, commercial
stage

2-4 alliances

Ciritical to establish direct functional relationships with
partner to obtain necessary information. Assumption is
that management is risk-focused

In-license, minimal collaboration,

. A 7-10+ dlliances
lower tier, commercial stage

Focus of work is supporting the partner’s sales efforts,
ensuring the licensor is doing everything it should to
make the partner successful

Outlicense, distributor type

(e e . 10+ alliances
relationship, minimal collaboration

Depends on the degree to which the licensor is
participating in the development. Can be as
demanding as commercial stage alliance

Early clinical stage R&D alliance,

e 3-5 dlliances
inlicensed

NOTE: Standard practice is to assign an individual alliance manager 1 or 2 top tier alliances and several lower-tier alliances.

Figure 5 - Workload Guidance
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The Biopharma Ecosystem

In addition to partnering for drug assets, companies are increasingly
engaging with specialized service providers including contract research
organizations, and specialty manufacturers. They are also partnering with
digital technology companies that create “apps” to enhance patient
adherence to treatment, drive desired behavioral change, and collect
the real-world evidence (RWE) that is increasingly required to
support reimbursement levels. It is estimated that only one-
third of manufacturing capacity remains in-house and six of
the top ten technology companies are entering life sciences to capture the
emerging digital health opportunities.®

The most important of these relationships are treated as strategic
partners, not outsourced service providers. They have service
agreements that are multi-year and often cover multiple programs as
an inducement to not only spread fixed costs over a larger base, but
also to provide a consistent “A-Team” of talent and prioritize for the
biopharma client in other ways. Longer-term agreements also make it
financially viable for the service provider—now strategic partner—to
collaborate with the asset holder to develop new protocols, implement new
technologies, etc., that offer sources of value that would not be available in
a purely transactional relationship. In that way, the collective power of the
ecosystem is brought to bear to solve real problems for patients and deliver
on collective business goals and objectives. More value is created than when
these service providers are simply viewed as a means to lower costs. °

The management of strategic services providers required to create the
greatest value is emblematic of the axiom that “not everyone is an alliance
manager, but everyone needs some alliance management skills”
Alliance managers typically do not assume direct responsibility for
these relationships beyond driving partnering readiness throughout the
organization and providing some basic alliance management tools, such
as startup checklists, governance meeting agendas and minute templates,
along with problem solving methodologies.

Outsourced service providers are nonetheless part of the ecosystem
developing and producing a drug that has been partnered. Alliance managers
must be aware of their impact on potential value and both business
and legal risk. For example, there may be confidentiality agreements
or third-party contracts required between the partner and the service
provider. To avoid inefficiencies and misunderstandings that delay work
and cause conflict, communication protocols among the sponsor, the
partner, and the strategic service provider must be agreed. Decision making,

Because
outsourced service
providers are part
of the ecosystem
developing and
producing a drug
that has been
parinered, alliance
managers must

be aware of their
impact on potential
value and both
business and

legal risk

872019 Global life sciences
outlook,” Deloitte, 2019

?Jan Twombly, “Outsourced
Service Providers - or an
Ecosystem of Strategic Partnerse”
Pharmaceutical Outsourcing,

July/August 2017
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roles and responsibilities, and counterpart mapping are essential. In short,
when a third party is brought into an alliance, many of the activities that
occur at the start of the relationship between the asset partners is required to
avoid friction-creating confusion that slows time to market.
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An Essential Strategic Function

There is an old saying in alliances, “If you've seen one alliance, you've seen
one alliance” Alliances are conceptually simple, but operationally quite
challenging because they operate within the strategies, structures, processes,
and cultures of two or more companies. There are numerous factors that can
cause what should be a simple alliance to present many risks and problems,
not all of which originate the with the partner. Across the industry, alliance
managers spend approximately 60%-70% of their time working with internal
stakeholders to gain alignment and resolve problems.

Alliance managers are unique from any other alliance stakeholder. Only its
practitioners have a holistic, cross-functional, multi-dimensional view of
both the value creating opportunities and value eroding risks that confront
every alliance. Alliances and partnerships are only increasing in importance
as the biopharmaceutical business model evolves to become more outcomes
focused and specialized. Alliance management is an essential strategic
discipline that offers its practitioners a rich and important career
development experience.

Alliance
management is an
essential strategic
discipline that
offers its
practitioners a

rich and important
career development

experience
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About The Rhythm of Business

Jan Twombly, CSAP and Jeff Shuman CSAP, PhD, are the principals of The Rhythm
of Business. Since 1999 they have developed thought leadership, consulted globally,
and offered education and training to life sciences companies and beyond, focusing
on driving successful business outcomes through partnering and alliances. Built on a
foundation of entrepreneurship and new business development, the firm’s end-to-end
frameworks embed the primacy of the customer, a rich understanding of value, and a

focus on quickly learning and implementing what matters for success.

Shuman is also professor of management at Bentley University in Waltham,
Massachusetts where he is educating the next generation of business leaders in entre-

preneurial thinking coupled with managing strategic alliances and partnering initiatives.

In 2013 The Rhythm of Business joined forces with Alliancesphere, a leader in
collaborative execution. Together, they are delivering executive suite-sponsored,
enterprise-wide solutions to build the next generation partnering everywhere capability

required to realize the value of digital business transformation.
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