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Preface

Collaboration is strategy today. Alliances and other forms of business
collaborations are central to how companies deliver value to customers and
shareholders. Managing business collaborations of all types must be a core

capability of every organization.

This requires an evolution of the alliance management function to an
organizational partnering capability. To do that, it needs to expand its focus
from individual alliances to portfolios of alliances. A portfolio is simply a
grouping based on a similar characteristic. Traditionally, when an alliance
team organized a portfolio, it was typically based on alliance type or asset

lifecycle stage.

Today, we need to more closely anchor the portfolio to the strategy it is
connected with and the value it is intended to produce. This will create smaller
and more distinct portfolios than people are accustomed to, but they are more

focused and more easily managed to realize value.

This paper is an update to our Value/Complexity Partner Portfolio
Management methodology introduced in 2012 and included in Part 3 of
the 2014 ASAP Handbook of Alliance Management: A Practitioner’s Guide,
as an emerging practice. Over the intervening years, we've implemented the
methodology with numerous companies and updated it to reflect not just
our learning, but also how the business of managing alliances and other

business collaborations has evolved.

In partnership and collaboration,

Jan and Jeff

Jan Twombly, CSAP and Jeff Shuman, PhD, CSAP
The Rhythm of Business
www.rhythmofbusiness.com

Revere, MA

July 2024
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Collaboration is Strategy

For some time now strategic alliances and other collaborations have been
core to life science companies’ strategies. It is not a stretch to say that
collaboration is the strategy. In many biopharma companies, partnering
is responsible for somewhere between 40% and 60% of both revenue and
product pipeline. In many companies, all preclinical
assets and discovery programs come from partners.

In many biophqrmq Specialization has created a vibrant and vast ecosystem,
. . where getting therapies to patients requires many
companies, partnering different companies to work together. (See Figure

1 - Representative Ecosystem). In some ways these
companies are interdependent. In some ways they

is responsible for

somewhere between are competitive. Alliances are as much an essential
financing source to bring breakthrough innovation
40% and 60% of both to market as they are the fuel that feeds the pipe-
line of the companies providing the financing. It is a

revenue and symbiotic relationship.

product pipeline.

LOCAL
COMMERCIALIZATION
CONTRACT Distribution
MANUFACTURERS ‘ BIOPHARMA
Capacity Co-Dev and
. Co-Sell

Al PLATFORMS

Innovation PATIENT
ADVOCACY
Co-Innovation
ACADEMIA/
RESEARCH CONSORTIA
INSTITUTES Influence

Advanced Research ‘

DIGITAL HEALTH
New Models

Figure 1 — Representative Ecosystem
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For more specialized companies, partnering brings the manufacturing,
scientific, and marketing expertise of those with more integrated capabilities,
often big pharma. The collaboration takes novel compounds, determines
them safe and efficacious to use in humans, produces them in quantity,
gains regulatory and market approval, and brings them to patients. Equally
important is the interplay of the various capabilities different sectors of
the ecosystem bring together. Increasingly, the one-to-one and hub and
spoke models of partnering are giving way to a more end-to-end ecosystem
model with the patient at the center.
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An Evolution of Alliance
Management is Required

When strategy depends on successful partnering, alliance professionals

not only manage individual alliances, they also need to manage portfolios

of collaborations. The focus on achieving the intended value of an individual

alliance while managing risks that can erode that value

is still the essence of alliance management. The alliance

professional also broadens their view to consider a

When Strqtegy grouping, ecosystem, or network of partners who are all

focused on addressing patients’ needs, potentially around
depends on successful the world. These partners are focused on similar patient

pa rfneringl alliance outcomes. They may not all work directly together but to

. effectively drive toward the intended impact, they should

pl‘OfESSIOHGIS not only be connected through a holistic strategy. Opportunities

o o e to leverage their experiences and share learnings for the

manage individual benefit of all should be explored. What is additive is to

alliances, they also consider how those alliances fit together as a portfolio.
need to manage Defining a Partner Portfolio

portfolios of

A portfolio is a collection of similar items that are
co"qborql‘ions. managed both individually and as a whole. An alliance

or partner portfolio’s similarity is the strategy the

alliances and business collaborations are intended

to help achieve. As such, a portfolio should be based on
its strategic anchor, the specific strategic intent — also known as its North Star — of
all types of strategic partners envisioned in the strategy whether they are one-to-
one collaborations or include multiple partners. For example, a portfolio might be
based on the strategy of an individual therapeutic area or it might be leveraging a
modality such as gene therapy across multiple therapeutic areas.

This strategically-focused definition of a portfolio is an advancement to
traditional practice. In the past, portfolios have been defined by partnership type,
stage of asset development, or perhaps the business unit they were connected
with. In many instances, the portfolio is simply all of the partners under active
alliance management. This has frequently been limited to asset-based and
research partnerships, excluding strategic service providers, partners innovat-
ing the customer experience, data sharing partnerships, and alternative retail
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channels who are also essential to realizing strategic
objectives. When collaboration is the strategy, the
strategy becomes the anchor for the portfolio regardless
of the nature of the partnership. Value and risk can thus
be considered holistically and from the perspective of
desired outcomes.

When collaboration
is the strategy, the
strategy becomes the

Think of this expanded focus for alliance management
as zooming out to the portfolio and zooming in on
individual alliances (or relevant groupings of partners).
(See Figure 2 — Zoom Out, Zoom In). When zooming
out, your perspective is on realizing the overall value
the strategy needs from partners. Youre able to
classify and organize the individual partnerships in the
portfolio and develop baseline management strategies
for each classification. Scarce alliance management resources can be smartly
allocated and systemic issues identified. A portfolio perspective is essen-
tial to evolving alliance management into the organizational capability
required today.

anchor for the portfolio
regardless of the nature
of the partnership.

ZOOM OUT

Overall Value

Assess if the desired forms
of strategic and financial
value are being realized

Capability Required
Define the alliance
management capability
needs of the portfolio

Systemic Issues

|dentify and take action on
common challenges across
the portfolio

Resource Utilization
Allocate resources
based on relative
management needs

ZOOMIN

Intra-portfolio Interactions
Identify opportunities for
additional value with an
ecosystem perspective

Decision Making
Inform executives’ decisions
about individual alliances

Risk Management
Pinpoint the specific causes
of alliance complexity

and risk

0000

Targeted Actions
Focus on specific alliance
management actions to
realize intended value

Figure 2 — Zoom Out, Zoom In
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Zooming in identifies potential opportunities to create value with
individual collaborators in many ways. It might come from identifying new
opportunities, ensuring executives have all the information they need to
make value-creating decisions, or focusing in on specific causes of com-
plexity and risk. The alliance professional can then take targeted actions.

Zooming in identifies Practical Benefits of Adding
potential opportunities a Portfolio Perspective to
to create value with Your Practice

individual collaborators

The challenge for alliance management professionals

in many ways. is to evolve from a function with a limited remit

to driving the development of an organizational

capability that prescribes standards, principles, and

processes for all business collaborations that meet specified criteria.! That

doesn't mean that the typically small, asset-focused alliance management

team is trying to build a kingdom and get involved in all collaborations.

On the contrary it is about collaborating with organizational development,

human resources, and business leaders to extend partnering capabilities to

the edges of the business. A portfolio perspective is essential to build the
roadmap to an organizational partnering capability.

Even if the number of alliances and other business collaborations is
small, there are still practical benefits to looking at them from a portfolio
perspective. Figure 3 - Benefits of a Portfolio Perspective highlights these.
They include:

o= Establishing standard strategies, which creates
accountabilities for alliance managers and expectations
of how stakeholders will engage with partners

oJ=  Determining resource requirements, helping make the

"Tipping Point: business case for the number of alliance managers of varying
Evolving an Alliance
Management Function
into an Organizational
Partnering Capability, o= Identify common issues and root causes, allowing actions
Jan Twombly and Jeff Shuman,
The Rhythm of Business, 2023 that create broad-based benefit to be highlighted and acted upon

expertise required by the portfolio
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ESTABLISH STANDARD

STRATEGIES

rA
Ld

Create consistency for stakeholders

across similar alliances

Develop alliance skills across the organization

rar-a
Ld LdJd

Prepare to scale the alliance management practice

DETERMINE RESOURCING

REQUIREMENTS

[ ] Set benchmarks for the number of alliances

each alliance professional can manage based
on alliance profiles

ra . .
L o Build a bench of governance committee members

r- ' S
L 4 Make the case for investing in alliance management

IDENTIFY COMMON ISSUES
AND ROOT CAUSES

Understand why certain problems regularly occur

L a Take focused actions based on data derived

from across the portfolio

L 4 Highlight practices that are internally focused
and don't consider partners

Figure 3 — Benefits of a Portfolio Perspective
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Organizing
the Portfolio

Any classification
framework should
be based on the core
objectives of alliance
management:
Realize and possibly
expand intended value
of the collaboration and
manage the risks that
could prevent that value
from being realized.

Once you've scoped each portfolio grouping by
anchoring it to a specific strategy, the collaborations
within the portfolio need to be organized. How
involved this is depends on how many collabora-
tions or relevant groupings of collaborations are
within a specific portfolio. It also depends on how
the alliance management teams are structured. Hint:
It makes sense to organize teams based on portfolios,
thereby aligning with strategy.

For example, if a company has separate alliance
management teams for research/early development
and late stage/commercial alliances it may seem
logical to separate the therapeutic area portfolio by
the alliances these two teams manage. Our recom-
mendation would be to evolve the practice from this
siloed perspective, merge the teams, and manage that
therapeutic area portfolio holistically. This allows the
collaborations to be managed end-to-end regardless
of lifecycle stage, thinking about commercial aspects
when the drug is still in early development. It also

facilitates the handover from an early-stage specialist alliance manager to a
commercial specialist when the time comes.

Classification Framework

Any classification framework should be based on the core objectives of
alliance management: Realize and possibly expand intended value of the
collaboration and manage the risks that could prevent that value from
being realized. The purpose of classifying the collaborations within a
portfolio is to assign baseline alliance management strategies — the
qualifications of the alliance manager, the seniority of the governance
members, and the core alliance management activities that will be carried out.
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We suggest using three tiers (categories) to classify the portfolio. How many
tiers you use depends on the size and variety of the collaborations within
the portfolio. We suggest the following:

May also be referred to as
TIER ONE High Value/High Complexity

collaborations

May also be referred to as

TIER TWO

Typical collaborations

May also be referred to as

TIER THREE

Simple or Minimal collaborations

You may need to include a fourth category for developing or emerging
collaborations, especially if you have Material Transfer Agreements,
Sponsored Research Agreements, or Open Innovation Agreements that
represent the early stage of potential alliances. They may not require
ongoing alliance management attention, but someone has to oversee
that contractual obligations are met, payments are made, and expiration
dates monitored. Any external relationship where there is shared risk and
reward should be evaluated across three dimensions (See Figure 4 — Portfolio
Classification Framework):

LOCAL

COMMERCIALIZATION CRITICALITY TO
CONTRACT Distribution THE BUSINESS HIGH
MANUFACTUR‘ERS . BIOPHARMA A measure of how essential it is to VALUE OR
Capacity . Co-Dev and strategy and business outcomes COMPLEX
Co-Comm
Allilr-IAo-\r/zSoRnMS PATIENT LI AND AT
COYS#&Y . ADVOCACY OF ENGAGEMENT
Co-Innovation A measure of the internal complexity TYPICAL SIMPLE
ACADEMIA/ .
RESEARCH ® CONSORTIA PARTNER
INSTITUTES o Influence INTERCONNECTIVITY
Advanced Research . ’*.... )
DIGITAL HEALTH ..........“"“-“--“" A measure of the external compltii(ny "‘
New Models QTR g
PARTNER PORTFOLIOS EVALUATION CRITERIA PARTNER CLASSIFICATIONS

Figure 4 - Portfolio Classification Framework
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Establishing distinct

Criticality to the business — A measure of how essential
a collaboration is to the relevant portfolio’s strategy and
business outcomes.

Depth and breadth of engagement — A measure of the internal
complexity inherent because of the number of people, functions,
therapeutic areas, business units, and/or geographies that have
to be aligned to minimize risks and maximize value. The number
of governance committees and subteams is also a factor.

== Partner interconnectivity — A measure of the
external complexity inherent because of the
number of collaborations with other companies

alliance proﬁles based in the ecosystem that the partner has to make

on a consistent set of
criteria allows the

successful to ensure risks are managed and
value maximized in the core alliance.

The assessment is as of a point in time and very possibly

managem ent of each will change as the collaboration advances through its

lifecycle, hopefully achieving critical milestones.

profile classification to

Who evaluates these criteria?

be fit-for-purpose.

+

+

o=  The strategy owner defines criticality to the
business

Alliance professionals define depth and breadth of engagement
based on scope of shared work and decision making

Partner interconnectivity is also determined by the alliance
professionals, in consultation with the business leader, and is
a function of the additional companies included in either a
customer-centric ecosystem or product-focused network

Establishing distinct alliance profiles based on a consistent set of criteria
describing the potential value and risk to the company, as well as the breadth of
engagement across the company and externally allows the management of each
profile classification to be fit-for-purpose.
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See Figure 5 — Sample Tier Criteria for a sample set of criteria that define
each tier.
HIGH VALUE/COMPLEX TYPICAL
e Significant investment e Average investment e Below average investment
CRITICALITY TO e 50/50 revenue/costs e Defined funding e Defined funding
THE BUSINESS . _— . . -
e Essential to strategic pillar * Important; usual risk profile ¢ Opportunistic
DEPTH AND BREADTH . CodeveloprﬁT'nt a.nd * Some ]?intwork . Minima'l joint work
OF ENGAGEMENT cocommercialization e Streamlined governance; e Streamlined governance;
e Consensus decision making clear decision making rights clear decision making rights
PARTNER e Orchestrating an ecosystem ¢ Responsible for strategic *  One-fo-one relationship
INTERCONNECTIVITY *  Multi-partner service providers

Figure 5 — Sample Tier Criteria
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Managing an
Alliance Portfolio
through Multiple Lenses

Once categorized, it is beneficial to manage a portfolio through
multiple lenses:

STRATEGIC LENS

Implement baseline alliance management strategies
for each tier that set minimum standards for how each
alliance in that tier will be managed.

OPERATIONAL LENS
Track key metrics across the portfolio that are
indicators of the effectiveness of alliance management

practice. This allows systemic issues and trends to be

identified and addressed.

EXECUTION LENS

Pinpoint specific actions to realize the intended value
of individual alliances by creating a more detailed
assessment of strategic value and management
complexity for each individual alliance or relevant
grouping of partnerships within the portfolio.

15

1
L
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The Strategic Lens Examining the

O Examining the characteristics of each o
tier allows a baseline alliance manage- characteristics of
ment strategy to be developed for each .
one. The strategy addresses resource each tier allows a

requirements, including both the alliance manager and
governance member levels of experience and commit-

baseline alliance

ment of effort, as well as the specific baseline alliance management strategy
management activities applied to realize intended
value. This is helpful because it allows for standards to be deVGIOPEd

to be set for the full-time equivalency (FTE) any
alliance in the tier requires, creating a transparent way
to calculate resource needs.

for each one.

Figure 6 — Sample Baseline Alliance Management Strategies, presents an
example of how the strategies might be applied to the tiers.

TIER 1 TIER 2
HIGH VALUE/COMPLEX TYPICAL

ALLIANCE * Experienced, trained * Trained professional,  Primary point of contact

professional may have limited with partner
MANAGER experience
*  VPs with decision making e Program/product *  Minimal governance,
GOVERNANCE authority at highest leads at highest budget owners should
MEMBERS governance level governance level participate
e Comprehensive alliance e Full range of alliance e Confract management
management plan management activities, ¢ Risk management
AM ACTIVITIES appropriately scoped e Budget/performance
monitoring

Figure 6 — Sample Baseline Alliance Management Strategies
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The Operational Lens

Managing a portfolio includes tracking of data that is likely

not otherwise tracked except in an alliance management
platform but are critically important for managing the “cost of time.” The cost
of time refers to value that can be lost through the inherent inefficiencies in
alliances, as well as delays in alliance decision making. These operational
metrics highlight opportunities for efficiencies. They often point to situations
where the underlying process is not designed to incorporate partners. Select
what is most meaningful to your portfolio — and that you can credibly track.
Here are some common examples and why having a portfolio perspective on
them yields value creating — and/or risk reducing — action.

of= DECISION DELAYS

. How frequently do decisions leading to inflection
Managing a

pOfl’fOIiO includes how long? For example, if budget approvals
never get completed on time, perhaps the process

points or key deliverables get delayed and for

tracking of data that

is not properly aligned with internal governance.

are crificq"y imporfqnt Better planning may give the team back measur-

£ o h able time and reduce churn. Capture the planned

or managing the approval date and don't lose sight of it. If it slips,
“cost of time.” track how many days and why. Standing back
from the portfolio and looking across alliances

identifies common causes that can be addressed.

of= ESCALATIONS AVOIDED

This is a little harder to track as it is more subjective. Tracking the
number of times escalations are avoided by the alliance
professionals working with teams to timely bridge differences

is useful. Frequently, the monetary value can be calculated.

For example, let’s say a team is stuck on whether or not to consult a
regulatory agency on a novel question. One partner wants to; the

other wants to plow ahead. The protocol cannot be agreed to until




this question is resolved. The Joint Development
Committee (JDC) leads are ready to go to the
Steering Committee with the issue.

Instead, the alliance professionals arrange a
private session with the JDC leads, helping them
surface underlying assumptions and motivations.
As a result, they agree to go to the agency with a
limited set of questions. They avoid days of delay
in getting the protocol approved and hours and

ZOOMING IN AND ZOOMING OUT: Strategically Measuring and Managing Partner Portfohos%ﬂ

Identifying the
operational metrics to
track across the
portfolio is the key
to tackling systemic
issues that erode
effectiveness and thus

hours of executive time in escalation.

prevent resources

= TEAM ENTHUSIASM from being utilized

This is indicative of the willingness of

where they can create
people to work through issues to find the most
valuable solutions to problems. When people the most value.
aren’t enthusiastic, they don't give it their all.
Instead, they go through the motions and want to
get to a solution — any solution — as quickly possible. This attitude
results in lost business value. It is hard to credibly measure the lost
business value, although often it can be seen in the cost of time.

People feel it and know it, so qualitative measures made quantifiable

with a Likert scale about the extent of agreement/disagreement
with desirable conditions through direct inquiry of those involved is
valid and very informative.

For the head of any alliance management portfolio team, identifying the
operational metrics to track across the portfolio is the key to tackling
systemic issues that erode effectiveness and thus prevent resources from
being utilized where they can create the most value. These are also issues
visible to senior stakeholders. Proactively addressing them is a powerful
demonstration of the value of alliance management.

Vs

Y
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The Execution Lens

Execution is when the strategic and financial value intended
at the time an individual collaboration was entered into are
realized. Money is easy to understand. To realize strategic
value, we must first define it. Most simply, strategic value is whatever is useful
for achieving the strategy the portfolio is anchored to. It should align with what
drove the criticality to the business that determined the

Tier the partnership is placed in.

Most sim Pl)'l For example, strategic value could be access to a proprie-

. . tary compound library to grow the pipeline of a specific
strateglc VCIIUE 15 therapeutic area, the ability to work with the inventor

whatever is useful of a breakthrough technology, or being able to recruit
.. staff scientists from a prestigious university (not from a
for achlevmg the partner Principal Investigator’s lab, of course!)

strategy the pOl‘l’fOIIO Value is personal and in the eye of the beholder. Yes,
is anchored to. the value required by strategy is usually §tated ir‘l broafi
terms. Each key stakeholder needs to internalize this
and make it their own to provide their individual
reason why they want the collaboration to succeed.
For example, the development lead of a small biotech may consider the
greatest value a partner offers is the experience they have in implementing
decentralized trials. The chief medical officer of a large pharma may see great
value in his counterpart’s expertise in a niche area of the pharmacodynamics of
certain peptides. Even when two large companies partner, they seek to access the
unique capabilities of their partner. In one instance we are aware of, the brand
leader for a breakthrough immunology therapy was excited to access the
extremely efficient and cost-effective sampling program of his partner — even
though his company had their own tried and true program.

o
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The Value/Complexity

Partner Portfolio Methodology The execution

lens must include

The execution lens thus must include zooming in to
assess whether or not a single alliance is producing

zooming in to assess

intended value and zooming out to assess the portfolio whether or not a
as a whole. The Value/Complexity Partner Portfolio . . .
Methodology is summarized in Figure 7 — The Value/ smgle alliance is

Complexity Partner Portfolio Methodology. . .
producing intended

value and zooming

Define the categories of

value the alliances are
VALUE expected to produce |-f I' h I
CRITERIA por OllI0 as a whole.

in the implementation

out to assess the

of a specific strategy

Define the categories of

COMPLEXITY management complexity
CRITERIA represented by the alliance

DEFINE

Create a value/complexity

DESIRED
PROFILE

profile for the portfolio

Evaluate each alliance to assess if
expected value is being realized and
complexity appropriately managed

Take action to close gaps between
the desired individual alliance and
portfolio profile and the current state

Figure 7 — The Value/Complexity Partner Portfolio Methodology
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The challenges to realizing value are embodied in the second and third
criteria that shape the initial classification process, defining the breadth and
depth of engagement internally and with the ecosystem. These factors are
usually consistent across portfolios and generally reflect the complexity
and scope of the alliance that must be managed to ensure the elements of
collaboration happen effectively:

Activities are coordinated

During the scoring,

Information is exchanged

the specific value

Resources are leveraged

sought within each

+ 4+ 4+ +

R . R An environment of trust and
value criterion is transparency develops

captured, as is the

. - Zooming In to Assess
specific condition .. i
Individual Alliances

creating complexity.

Thi id Once value and complexity at the portfolio level are
IS proviaes a identified, the scoring parameters are defined. You can
gPp

roadmap for the use a scale of 1 — 5 or more simply 1, 3, and 5 to reflect
P low, medium, and high existence of the criterion. To gain

alliance professionql consistency in scoring by multiple people, describe the
conditions that should lead to a specific score. Figure 8 -
to focus on to ensure Sample Profile Criteria and Scoring Guidance presents an

example to illustrate. There should be one set of criteria
per portfolio to enable comparative analysis across all

that desired strategic

value is realized the alliances within the portfolio.
qnd I'he com plexi‘l‘y Once the criteria are defined, each alliance can be
. scored. This is typically done by conducting a survey of
managed approprlal'e|)’- knowledgeable stakeholders and averaging the results.

It can also be done just by the alliance professional.

Bringing in stakeholders invests them in the process and
ultimate corrective actions. During the scoring, the specific value sought within
each value criterion is captured, as is the specific condition creating complexity.
This provides a roadmap for the alliance professional to focus on to ensure that
desired strategic value is realized and the complexity managed appropriately.
Figure 9 — Sample Alliance Scorecard provides an example of a completed profile
(using different criteria than what is included in Figure 8).
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SAMPLE PROFILE CRITERIA AND SCORING GUIDANCE

" Citeria | towscors ] Medium'Scors ] High Score

RELEVANT STRATEGY: Grow the pipeline of X therapeutic area by partnering to access
innovative breakthrough science and grow our scientific capabilities relative to new modalities.

VALUE CRITERIA

Investment to date o Less than SXXM o Between SXXM and SXXXM * More than SXXM

* Has breakthrough designation or tackles

Breakihrough potential * To early fo tell * Novel science, could be significant if successful el

Likelihood of expanding parinering opporiunities o Unlikely : ﬂ;‘;éonmduu' 0 73 €L . T * Already expanded (ing) scope of activity
(riticality to Company * Largely opportunistic collaboration ° g:;zcr'(ll\!nw"mb”fes fo odvancing priority ° Ei?;?;gllptgg:g:]nx'm'z'"g the value of an
Improves scientific knowledge * No real knowledge exchange, mainly * Good opportunity for scientific exchange and e (ritical, proprietary technology for

outsourcing work knowledge transfer Company fo access
COMPLEXITY CRITERIA
- - « Company has decision rights, except in * Company has final say on key decision points; . . '
Decision making rights areas that impact partner budgets alliance strives to operate by consensus Consensus deciion making

e JSC/JRC/IPT, manageable number of joint
working teams

* Minimal shared work

© JSC or similar, multiple subcommittees and
working teams, significant shared work

* Simple governance structure, minimal

Governance structure and operating model b ’
joint operations

. . . * Good fransparency, communication, * Some issues with transparency and © Very challenging partner, not meeting
Ease of doing business with the partner ability to work through issues communication deadlines
Alliance management approach o Dedicated, trained alliance manager o Project manager serving in AM role * No SPOC or senior executive filling the role
A * |mportant fo partner, reasonably important o Lighthouse partnership for partner, not that
Relative priority fo partners e Important fo both partner and Company o Gy important fo Company

Figure 8 — Sample Profile Criteria and Scoring Guidance

Partner: Alliance Manager:
Date:
VALUE CRITERIA COMPLEXITY CRITERIA

Relative Financial Value Governance

e $XXM upfront 3 * Stated decision making is 4

¢ $XXXM potential milestones by consensus

Fills Capability Gap Scope of Relationship

¢ Helps with development 3  Joint Project Team - global 4

ability to incorporate Al program leader who is head of JPT

Criticality to the Company Ease of Doing Business with Partner

¢ Average 3 ¢ Challenging -they think we will 3
squash them

Expands Strategic Portfolio Alignment

* Important 3 * Different development 3
philosophies

Improves Reputation Risk of Delay

¢ Break through potential 5 ¢ High due to combination of 4

Fi consensus decision making and
igure Q- different philosophies

Sample Alliance Scorecard

TOTAL | 17 TOTAL |18
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Zoom Out to Analyze the Portfolio:

Plot the Scores and Calculate Return on Collaboration (RoC)

Once the portfolio is scored, it can be positioned on a two-by-two matrix
(See Figure 10 - Value/Complexity Matrix). Mapping the alliances and
calculating the underlying metric, Return on Collaboration (RoC) allows
the user to compare unlike alliances where the measures of value and what's
consuming alliance management resources are described similarly and meas-
ured in a consistent fashion. Return on Collaboration (calculated as the
ratio of value to complexity multiplied by 100%) can also be aggregated
for the portfolio overall to help assess the contribution of the entire
portfolio. Bear in mind that any alliance to the right of the 45-degree line has an
RoC of more than 100 percent.

In general, the alliances in each of the quadrants have the following
characteristics:

#=  QI:Relationship Complexity as a result of both high value
and high complexity. Alliances in this quadrant provide significant
value but require a lot of time and effort to manage. They can have
an RoC ranging from 60% to 167%, assuming that five criteria are
being scored.

#= Q2:Lleveraging Resources as a result of high value and low
complexity. The RoC of all relationships in this quadrant is greater
than 100%. Alliances in this quadrant provide significant value
without consuming a lot of management resources.

5=  Q3: Relationship Clarity as result of both low value and
low complexity. Alliances in this quadrant have an RoC that
ranges from 33% to 300% (based on five criteria).

#=  Q4:Investing Resources as a result of low value and high
complexity. The RoC of all relationships in this quadrant is less
than 100%. They consume a lot of management effort, but

aren’t producing much value.
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Alliance A 7 17.7 18.9 94% Ql
1.6 18.2 64% Q4
15.2 15.2 100% Ql
15.1 17.5 86% Ql

Alliance B
Alliance C

Alliance D
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15.7 17. 88% Ql

7.9

Figure 10 - Value/Complexity Matrix
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Additionally, once the portfolio is mapped, it becomes clear which alliances
are requiring more effort to be put into them than others because of the time
involved in managing the complexity (or perhaps the time that should be put in,
butis not). Any partnership to the left of the 45-degree line has greater complex-
ity than potential value, which is not a desired state for an alliance. Yes, there

may be a valid reason for that positioning, such as the

alliance is new and processes to mitigate complexity are

Once the pOI‘ffOIiO is still developing. But the strategy for any alliance that falls
to the left of that line should contemplate specific action
mqpped . it becomes that gets it to a more advantageous position. Of course,
. . all alliances are different and two could appear in similar
clear which alliances quadrants of the matrix for entirely different reasons, as
o o described by their individual profiles.
are requiring more

effort to be pU"' info By looking across the portfolio, gaps in intended
strategic value can be identified. Similarly, by looking
them than others across the complexity criteria, systemic issues can be
. identified. Figure 11 - Portfolio Analysis displays the
because of the time scores of the portfolio depicted in Figure 10 - Value/

involved in managing Complexity Matrix.
the complexity. What we can easily see is that Alliance B is the lowest

value producer and second most complex of the portfolio.

This prompts a strategic review of Alliance B. Addition-

ally we can see that the portfolio is not doing a great job
of expanding the strategic portfolio. As a result, the whole portfolio is reviewed
to determine if there is something to be done to increase that value. The alliance
team also considers if additional alliances are needed to achieve desired value.

When looking across the complexity factors, we can see that the risk of delay
is high across all alliances, potentially because of the scope of the relationships.
If decision delays are being tracked as operational metrics, that data can be
married with this insight to identify why this might be occurring and take
action. The data also shows that the team believes it isn’t easy to do business
with most of their partners. This should be examined in more detail to look at
internal business practices. For instance, they may discover that the alliance
teams tend to develop deliverables in a silo, get upset when their partner asks
questions, and that is causing delays in decision making. In alliances, a holistic
perspective is needed to identify causation and take appropriate action.
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POSSIBLE SCORES: VALUE CRITERIA

1-5

o Relative Fills Criticality of Expands leprov.es
Algor sasio e Financial Capability Relationship to Strategic epu:ﬁhon
greater value 2 in the
Value Gaps the Company Portfolio Marketplace
Alliance A 3.2 3.8 2.7 3.3 4.7
Alliance B 2.5 2.0 3.1 2.2 1.9
| Alliancec  [EENEY 2.3 3.6 2.7 3.1
Alliance D 2.9 3.2 2.8 2.8 34
| AllianceE [P 3.1 3.2 2.9 3.9
Portfolio Average 2.9 2.9 3.1 2.8 3.4
Less Value than Average Average Greater Value than Average

for the Criteria for the Criteria

POSSIBLE SCORES: COMPLEXITY CRITERIA

greater complexity Relationship Partner Delay

3.8 40 3.4 3.4 42
2.9 3.5 3.8 41 4.1
m 2.9 3.4 2.7 3.0 3.2
3.2 3.4 3.7 3.3 3.9
m 3.2 3.7 3.7 3.2 4.1

Portfolio Average 3.2 3.6 3.5 3.4 3.9

Greater Complexity than Average Average Complexity Less Complexity than Average

Figure 11 — Portfolio Analysis
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Start Zooming!

The chief accountability of alliance professionals is to realize the value
of an alliance intended at the time the deal was done - and hopefully
perhaps opportunities to expand that value. The primary way of accom-
plishing that objective is to prevent the risks and
complexities of alliances from getting in the way.

Clearly, value and complexity need to be measured in
Value and order to be managed. The methodology presented in
com plexify need this paper offers a means to similarly measure across
. different alliances that is directly tied to the strategy
to be measured in the alliance portfolio is assembled to achieve.
order to be manqged The methodology also allows alliance management

teams to establish appropriate accountabilities

and expectations for themselves and stakeholders.

Establishing tiers and related baseline alliance
management strategies can provide powerful evidence to make the case for
investing in alliance management.

Categorize alliances/ partnerships into portfolio(s)
aligned with relevant strategy

Zoom out to develop a tiering process based on value
and management complexity

Build alliance management strategies for each tier

Track critical operational metrics across the portfolio
to address systemic issues

Create value /complexity profiles for individual
alliances tying back to strategy

Measure, analyze, and manage the portfolio
to realize intended value

000000

Figure 12 — Strategically Measuring and Managing an Alliance Portfolio
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By managing portfolios through strategic, operational,
and execution lenses, alliance professionals are able
to fluidly zoom in and zoom out depending on the

By managing

level of analysis required. With this you can identity pOI""fOIiOS through
alliance-specific issues, as well as broader issues. It

is a foundational tool for building an organizational sl'rql'egic, operqﬁonql .
partnering capability.

and execution lenses,
Figure 12 - Strategically Measuring and Managing an

Alliance Portfolio outlines the steps in the process. alliance professionals
Start by aligning with how the company implements -
strategy. For biopharma companies that is typically are able to ﬂl'"dly

through therapeutic areas or geographies for

commercial alliances. You don’t need to start with all Phedelint and ool

strategies and portfolios. Work with one or two to out depending on
get it right. Build a classification process and baseline
alliance management strategies for each tier. Then the level of

measure and manage from strategic, operational, and
execution lenses.

analysis required.

By doing so, you will demonstrate how alliance
management contributes to achieving overall strategy.
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