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Executive summary 
Development of a pharmaceutical drug takes a substantial amount of time, requires sufficient capital and 

resources and capabilities which is why biotech companies are often not able to do the development 

themselves. Partnerships with pharma companies are therefore very common, because both companies 

are able to benefit in the long run. A partnership with a pharma company is an important decision for a 

biotech company, because it could potentially be more profitable to do the development alone or sell the 

project. The importance of this decision is unneglectable and the authors of this thesis have developed a 

model that helps a biotech company decide on how to proceed with the development of a potential drug. 

The input factors in the model are an analysis of the needed cash, needed resources and capabilities, 

attractiveness of disease area, strategic fit and the pipeline of the biotech company. Based on the analysis 

the biotech company should be able to tell if they have adequate cash, adequate resources and 

capabilities internally to continue the development. They should also be able to tell if the disease area is 

attractive, if they can identify a company with a strategic fit and if they have other products in 

development.  

We have consolidated these inputs into a decision tree model that in the end suggest one of the following 

three strategies: make a partnership, continue alone or sell the company.  

The model developed is based on well-established economic theory, literature within the area of biotech 

and pharma partnerships and interviews from executives in the industry. In order to test the model we 

initiated a case study, where we investigated ten projects by four biotech firms, where nine included a 

partnership with another company. The cases have been analyzed as a within-case analysis and cross-case 

analysis. The primary data is interviews with executives from the biotech companies. 

The case studies have validated the factors that are used in the model, and these factors are generalizable 

to biotech firms who have to decide how to proceed the development of a drug. We recommend that 

biotech companies consider these factors carefully when they have to decide on how to develop a new 

drug from a partnership perspective.  

Our case studies have not provided sufficient evidence to state that the outcomes of our models are 

generalizable. It is therefore a task for future research to validate if biotech companies who apply our 

model have higher returns on their projects than other companies. 
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Introduction 
It takes on average 12 years to develop a biopharmaceutical drug to be ready for the markets (California 

Biomedical Research Association, n.d.). As a patent expires after 20 years, it is clear that a biotech 

company needs to access the markets and start selling the drug quickly after approval in order to maximize 

the profits, to ensure that the project does not have a negative value in the end.  

As all other companies, biotech companies need cash to fund their operations, but they have the 

drawback that their operations do not generate a steady stream of income as most other companies and 

therefore they rely heavily on investments from external sources.  

Because it takes a large amount of time and money to develop the drug, fast uptake in sales is important. 

It is also clear that a company must sell the product on a global scale shortly after regulatory approval. 

Many biotech companies are young spin-offs from other companies or universities with one or very few 

products in development and few headcounts. Around 75% of the Biotech companies have less than 50 

employees in total (Beuzekom & Arundel, 2009). A young company with a limited amount of headcounts 

is clearly not able to develop a drug and commercialize it on a global scale without investing enormous 

amounts of money into developing the capabilities and organization that is able to do so.  

Mentioned above are three challenges many small drug developing companies face: 1. Limited cash, 2. 

Limited organization and capabilities and 3. The importance of quick commercial execution. There is a 

fourth challenge mentioned implicitly, namely that the drug research and development time is long 

compared to the length of the patent, which also makes it important to minimize the development time.  

The four challenges are linked because they all need resources to be resolved. The first is cash, and the 

cash challenge is something most companies face. There are the well-established ways to solve the cash 

challenge such as the lending markets, private investments and public investments. Common for all three 

types are that often the only resources that come with the investments are money. There are also 

traditional ways to deal with the capability and organization challenge, namely by hiring the right people 

or making contracts with experts in the area. For instance, a company may want a Clinical Research 

Organization (CRO) to perform the clinical trials if they do not have the expertise and personnel. The third 

challenge is closely linked to challenge two, because adequate resources and a well-functioning 

commercial organization can solve this challenge. The same is true for the fourth challenge: Adequate 

resources and a well-functioning organization can decrease the development time of the drug and 

commercialize the product at higher speed.  
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Engaging in a partnership with an established company that already has built these resources and are 

interested in the product may be a way to overcome these problems without a large cash outlay. A 

partnership with an established pharmaceutical company gives access to resources and capabilities and 

an organization that excels in the more downstream activities that a biotech company needs when the 

project gets more mature (Dunne, Gopalakrishnan, & Scillitoe, 2009). The partnership agreements can be 

structured in multiple ways, but common for most agreements, and those we investigate in this thesis, is 

that the biotech company trades some property rights in return for cash and access to resources. An 

agreement could consist of an upfront payment to the biotech company followed by milestone payments 

where the payment will be unlocked if a project reaches certain criteria. Often the larger pharmaceutical 

company gets to commercialize and sell the product and hence the pharmaceutical company gets the 

revenue (a property right), in return for the previous payments . However, they often also pay a royalty 

of the revenue to the biotech company. There are extremely many ways to construct these partnership 

agreements, but common for most of them is that they only deal with a single product or project.  

Some may argue that small biotech companies are not in the same industry as pharmaceutical companies 

and the biotech companies act as one of many other suppliers that sell products as an input to the 

operations the pharmaceutical business performs, you could also call this relationship a food chain. That 

leads to asking what the difference between a partnership and asset sale is. One answer is that it is about 

risk sharing of the development and alignment of interests. If all the ownership rights are given to the 

pharmaceutical company the biotech 

company may be incentivized to withhold 

information or in other ways act 

opportunistically. In a partnership they share 

risk since the ownership rights are shared 

between them. As we will argue in this thesis 

there may be situations where the sale of the 

asset may be the best solution, especially if 

the biotech does not have other projects in 

the pipeline that need to be funded. Often, 

the partnership agreements incorporate an 

option for the pharmaceutical company to 

acquire the biotech company or asset at a given point in time, which can ensure that interest are aligned 

and limited information is withheld between the two companies which overcome the information 
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asymmetry and thereby the information cost, if we see this from a transaction cost economics 

perspective.   

The arguments for doing partnerships are very compelling from a resource perspective, and as we show 

in the literature review some academic articles show strong support to the performance of the 

partnerships while others are more hesitant in their support and some even claim that partnerships 

destroy value. This leads us to think that the success of partnerships are contingent of several factors. 

While it may be beneficial to engage in a partnership in some instances it may be inefficient to engage in 

a partnership in other cases. When engaging in a partnership the biotech company gives up some 

ownership rights to another company in return of resources, but what if these resources could be built by 

funding from elsewhere instead, and the shareholders will be better off by that solution?  

All these questions, and the great uncertainty on how beneficial partnerships are, leads us to the following 

research question: 

In this thesis we will develop a framework that seeks to answer what the biotech manager has to do in 

relation to partnerships to move a project forward. The framework has its roots in several of the large and 

well established theories such as Porter’s Five Forces and Barney’s Resource Based View, and aims to be 

a decision three that the manager can follow step by step.  

We investigate whether the framework is valid by conducting case studies of existing and terminated 

partnership agreements, to understand if the factors we use in the framework are the determining factors 

in an empirical setting and highlight why the framework is relevant.  

Partnerships between biotech and pharma companies are common, but some partnerships do not 

add any value. This shows that sometimes a partnership may not be the right decision. This leads 

to the question: How can a biotech company decide on how to proceed with the development of 

a new pharmaceutical product? 

 Which factors determine whether a biotech company should enter a partnership, go alone 

or sell the company?  

 Why is it important for a biotech company to consider these factors in order to decide 

the path of the development? 
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Literature review 
The Performance Perspective 
The area of alliances and partnerships between biotechnological and pharmaceutical companies has been 

an area several others have researched before us. One reason is that alliances and partnerships in these 

industries are different than in many other industries. As one paper (McCutchen & Swamidass, 2004) puts 

it, the big difference in this industry compared to others is that in other industries small companies can 

perform the same activities as large companies - just at a smaller scale. In the biotech industry small R&D 

focused companies lack production, sales, distribution and marketing.  

This difference means that what we know from other industries and other research may not be applicable 

to the biotech industry, which is why a relatively large amount of research has been performed to 

investigate if the performance is higher if the smaller company has an alliance with a larger company. It 

may be that this distinct difference means that the benefits of alliances outweigh the disadvantages in 

this specific industry.  

One study has investigated the probability of success a drug has in the clinical development phases. This 

study indicates that alliances have a positive effect on the success rate in the large and complex phase II 

and III studies, especially if the partner is a large company. This suggests that there is “Economies of 

Experience” when dealing with large and complex clinical trials (Danzon, Nicholson, & Pereira, 2005). 

Another way to look at the performance of partnerships is to focus on the firm valuation at different 

stages. By investigating Scandinavian biotech startups the researchers found that companies engaging in 

strategic alliances, while they have sufficient capital, will have lower valuations in next investment rounds 

compared to companies that do not engage in a partnership. On the other hand it is also found that 

companies that are cash constrained will get higher valuations at the following investment round if they 

have engaged in a partnership (Valentin & Dahlgren, 2007). An explanation for this phenomenon is that 

investors see a partnership as an exchange of property rights in return for access to e.g. capabilities, 

resources and cash. The investors “punish” the company for selling property rights when the company 

has financial ability to continue the development in-house. An implication of this is that start-up 

companies value the alliances differently than investors do, if we assume that the start-ups do not 

deliberately make deals that decreases shareholder value. 
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A broad study has investigated the alliance type in relation to different performance measures such as 

revenue growth, R&D expense growth, employee growth and number of patents (Baum, Calabrese, & 

Silverman, 2000). Some main findings are important for this thesis. The first finding is that alliances in 

general have a positive impact on the performance on biotech startups. The second is that having an 

alliance with a pharmaceutical company has a positive impact on performance, but an alliance with a rival 

biotech company has a negative impact.  

The strategic alliances and partnerships also have a positive impact for the downstream company 

(pharmaceutical company). The new technologies that the upstream company is providing have positive 

spillover on the downstream new product development. The new product development of the 

downstream company is significantly related to firm performance (Rothaermel, 2001) 

The strategic alliances in biotech are not only roses. The partner choice influences the success of the 

venture. One study found that the venture success depends on the technical capabilities of the 

counterpart, and the higher the technical capabilities of the counterpart, the higher the probability of 

success. However, if the partner has high international experience it is more likely to act opportunistically 

(Lee, 2007).  

Other research has indicated that there is no clear-cut conclusion to whether strategic alliances enhances 

the profitability (Hagedoorn & Schakenraad, 1994). Another, much cited, paper claims that there is a 

lemons problem on the pharmaceutical partnering market, resulting in that only weak projects are 

partnered. This leads to higher termination rates of partnered projects than vertically integrated projects 

(Pisano, 1997). We discuss this perspective in the section The Signaling Perspective. 

The performance perspective does in general indicate that there are some quite strong incentives to begin 

alliances with other companies. However, it does not indicate that it is beneficial to begin partnerships in 

all cases. This is where our research operates. It seems like the benefits of alliances are dependent on 

several factors that are not unveiled in the current research. Our research seeks to unveil these factors, 

and investigate if alliances or partnerships are beneficial in the situations where these factors are present.  

The Motivation Perspective 
Since the performance of companies that have engaged in partnerships is not clear cut positive, it is also 

interesting to see what reasons managers have when they engage in the strategic alliances. This gives an 

indication of what managers think is important when they engage in alliances.  
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Researchers sent a questionnaire to 484 parties in alliances where 184 was returned and filled out 

properly. The study found that the desire for market access and technical abilities are two strong drivers 

for entering strategic alliances. It is also proposed that the licensors seeks access to new markets through 

strategic alliances regardless of the size of the licensor (McCutchen & Swamidass, 2004).  

The Signaling Perspective 
The signaling perspective rests upon Arrow’s Information Paradox (Arrow, 1962) which describes the 

paradox that buyers and investors of intellectual property want to see the product before they buy or 

invest it in order to assess its quality, but sellers are reluctant to do so, because intellectual property is 

hard to protect. Arrow’s Information Paradox may predict that biotech companies are undervalued, or all 

valued the same no matter the quality. The signaling perspective describes how strategic alliances may 

help overcoming Arrow’s paradox. There is an increasing amount of research that investigates whether 

entering a partnership agreement is a way of signaling to the market that the product under development 

has great potential or not.  

The basic idea in the signaling perspective is that other pharmaceutical and biotech companies are better 

at evaluating the science than equity analysts and venture capitalists. The pharmaceutical companies have 

better information regarding the likelihood of success. Combining this with Akerlof's (1970) Lemon Theory 

predicts a situation where the value of a project that has engaged in an alliance will be higher than the 

value of a project that did not enter a strategic alliance. 

An implication of this is that low quality firms or projects will be less likely to engage in strategic alliances 

than high quality firms and projects. The reason is that for low quality projects the “search cost” i.e. the 

cost of assessing the companies is higher than the “gains from trade” i.e. the value signing a partnership 

brings. Even if the search cost is higher than the gains from trade both for high and low quality projects, 

the signaling value of a partnership with a pharmaceutical company makes the venture capitalist value 

the high quality firm higher than the low quality firm. This higher valuation of the venture capitalists is 

enough to compensate the pharmaceutical companies of its search cost. Hence, mostly high quality 

projects are entering strategic alliances (Nicholson, Danzon, & McCullough, 2005) 

When the biotech company gets more mature, the need for validation by other companies gets less 

important. To get such a validation, the inexperienced companies have to pay for the validation, which is 

why the same study found that companies signing their first deal gains 47% less compared to companies 

that signed at least two deals before. 
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Private equity is also a way of signaling that the project or company is of high quality. The reason is that 

when placing private equity the investors can conduct a more detailed due diligence than with public 

equity. This is a way for the private equity to reduce the risk. Hence, when private equity is placed it is 

signaled that a thorough investigation of the company is made, and it is found to be a high quality project 

or company. What is most interesting to our research, and consistent with the findings from Nicholson et 

al. (2005) is that the signal is stronger if the private equity placement is combined with research alliances 

(Janney & Folta, 2003). 

Other research with a signaling perspective has investigated which signals that attracts partners (Coombs 

& Deeds, 2000), but this approach is not as relevant to this thesis.  

Our research in relation to existing research 
We have seen in the performance perspective that there to some extent is good reason for engaging in 

strategic alliances. However, we also found that some research point in another direction. From the 

signaling perspective we know that engaging in strategic alliances will give a positive signal of the firm 

quality to the markets and result in higher valuations.  

There are some clear benefits of strategic alliances, but the performance measures points in different 

directions. We believe that the current research lacks some detail regarding the factors that influence 

whether biotech companies should pursue strategic alliances or not. Our basis for this thesis is that 

strategic alliance success is dependent on several deal-specific factors. In this thesis we are proposing 

these factors and investigating them using case studies. 
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Theory 
This section explains the theories that are applied and why these theories are relevant for the model that 

is developed. The model will have a structure as a decision tree. 

Biotech firms are often cash constrained, have limited resources and capabilities, have minor experience 

in development and commercialization of a drug and often do not have the full value chain to take a drug 

from discovery to the market (Baum et al., 2000; McCutchen & Swamidass, 2004). Partnerships are first 

of all seen as a validation of the technology, but also a way to get access to resources for the biotech firm 

(Baum et al., 2000; Nicholson et al., 2005; Rothaermel, 2001). Cash, resources and capabilities, the disease 

area and the strategic fit are primary areas of focus when you make a partnership, a point which will be 

elaborated in this section. 

Cash 
All firms need capital to fund their operations and biotech firms are no exception:  

“Multiple sources of funding are typically necessary due to high cost of product development, 

the long time horizon associated with biotechnology products and the fact that few 

biotechnology companies have commercialized products. With little or no revenue generated 

by product sales, project funding may be supplied almost totally by outside sources.”(Coombs 

& Deeds, 2000). 

Biotech firms that do not have a marketed product often have a substantial cash burn without any cash 

income, they use all their cash for drug development (Coombs & Deeds, 2000). Our cases will focus on 

whether or not the biotech firms have cash from the point in time where they choose to enter a 

partnership or not. The argument is that capital and thereby cash is able to buy or build resources and 

that impacts which way the biotech company should move forward in the model.  

The cash need and focus from biotech firms is very clear in our investigations of the partnerships. Biotech 

firms usually publish the total deal value and the upfront payment to show the validation of their 

technology and to show the cash position (Cunningham, 2002). The interviews we have done have also 

confirmed that cash payments are an essential part of the deal, and some of the cases will show that this 

is more important than anything else (CBO, 2016; Wegner, 2016). 
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Resources and Capabilities 
The Resource Based View focuses on how a firm can use its resources to obtain a competitive advantage 

in the market or even a sustainable competitive advantage in the market. The difference between 

resources and capabilities are: 

“The firm's Resources will be defined as stocks of available factors that are owned or 

controlled by the firm... Capabilities, in contrast, refer to a firm's capacity to deploy Resources, 

usually in combination, using organizational processes, to effect a desired end” (Amit & 

Schoemaker, 1993) .  

We use the Resource Based view to identify the key resources and capabilities within a biotech company. 

This should enable us to explain what resources and capabilities the specific biotech company misses in 

order to develop and commercialize a product. The theory states that the firm must identify the key 

resources which should fulfill these criteria (Barney, 1991): 

 Valuable 

 Rare 

 In-imitable 

 Non-substitutable 

The case studies will show concrete examples of the specific VRIN resources in the biotech firms, and a 

relevant example is a hypothetical drug discovery platform which is almost a VRIN resource for a biotech 

company.  

 It is Valuable in the way that the platform should be able to create unique products and thereby 

revenues in future. 

 It is Rare in the way that the platform is unique and the biotech company is the only company 

with access. 

 It is In-imitable in the way that it is patented and thereby excluding other firms to use the 

technology. 

 It is Non-substitutable in the way that other firms cannot substitute the platform. This would be 

the best case scenario, but a lot of biotech firms work on platform technology and a platform have 

not proven to be non-substitutable, so this criteria is often not met, because competing 

companies can work on platforms that can substitute the firm’s own platform. 
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Biotech firms have a limited set of resources and primarily focus their resources on research and thereby 

drug discovery (Cunningham, 2002; McCutchen & Swamidass, 2004). This is typical the start for a biotech 

company and they only have this upstream capability compared to the big pharma companies who have 

the whole value chain and thereby also the downstream capabilities. The pharma industry consensus is 

that there are three areas you can work within: research, development and commercialization (Gans & 

Stern, 2003). The Resource Based View is interesting because we know that biotech firms lack the 

capabilities to fully develop and take a product to the market, because they do not have sufficient 

resources. Big pharma firms have the whole value chain and therefore cover all three areas (Cunningham, 

2002; McCutchen & Swamidass, 2004). Based on the literature and the interviews we have summarized 

the relevant capabilities you need to have in order to discover, develop and commercialize a 

pharmaceutical product:  

1. Research 

 Internal research  

 Patented technology 

 

2. Development 

 Ability to set up and take the drug through phase I, phase II, phase III and regulatory approval. 

 Ability to develop and decide on the correct treatment method.  

 Ability to produce the product. 

 

3. Commercialization 

 Ability to do marketing and promote the drug. 

 Salesforce that can sell the product. 

 Distribution facilities 

The Resource Based View is therefore applied in two ways. First, we investigate what resources and 

capabilities the biotech company has and what resources and capabilities they need to fully commercialize 

a potential product. Not every biotech is the same and that is one of the reasons to design this as a case 

study, because in this way we are able to highlight the differences, and in the end be able to suggest 

whether to make a partnership or not. Secondly, if the biotech company has already chosen a partner we 

analyze the capabilities and resources of the partner to see how the three areas above are covered in the 

partnership and how they could have covered them with another possible partner. 
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The Resource Based View is a relevant tool, because it will enable the model to evaluate both partner 

companies’ resources and capabilities and analyze if they have any VRIN resources that can be beneficial 

for the partner. The result from the analysis should be used to decide which way to move in the model, 

which will be further explained in the presentation of the model. 

Porter’s five forces  
Porter’s five forces is a classical theory to identify the attractiveness of an industry based on the five 

forces: threat of new entrants, bargaining power from buyers, bargaining power of suppliers, threat of 

substitutes products or services and rivalry among existing competitors. The model should be used to 

shape the strategy of the company and identify the attractiveness of the industry (Porter, 2008). 

Porter’s five forces is in our case studies used to identify and evaluate the attractiveness within specific 

disease areas. In this way we able to create a specific analysis to understand how attractive the disease 

areas are for biotech and pharma companies.  

Porter’s theory concentrates on an industry level, and it is possible to argue that a disease area is too 

narrow to be an industry itself, but Porter’s model is relevant, because biotech firms have to evaluate 

these forces and what impact they potentially have on their business. A disease area can have many 

competing companies and many valuable products, but a disease area can also have few competitors and 

very poor products. In order to make this applicable for a decision tree we have decided that the disease 

area the biotech company operates within has either high or low attractiveness. This conflicts with 

Porter’s original idea. We have chosen to do so anyway, because we believe, for this purpose, that in 

assigning a high or low attractiveness Porter’s Five Forces will be a useful framework. In order to be able 

to judge whether the attractiveness in the disease area is high or low we will do Porter’s analysis for the 

different cases. The original model will therefore change a little bit and look like this: 

 



 Nielsen & Ravn 17-5-2016 
 

Page 18 of 139 
 

 

Figure 2, The figure to the left is the original version from Porter (Porter, 2008), while the figure to the right is the figure as we will 

apply it through this thesis. 

The five forces that describe the attractiveness of the disease area will be analyzed as described below: 

The threat of new entrants 
The threat of new entrants is understood as new drugs coming into the disease area. This part will 

primarily focus on how easy it is for new entrants to enter the market and compete with the current 

products on the market. An extreme example is the fact that you are able to obtain exclusive rights for 7 

years in USA and 10 years in EU if you develop an orphan drug and thereby secure 100% market share 

(EURORDIS, 2014; FDA, 2016d). This will naturally be a big advantage and this could be the reality for one 

of the cases we work with. In the other extreme end we find the market for painkillers, where there are 

many players and it is difficult to get market shares as a new company. The threat of new entrants will be 

covered by how the interviewed persons see the competitive landscapes for the products and we will 

supplement with secondary literature. 

Bargaining power of buyers 
The buyer is defined to be the government or insurance companies for prescription drugs and the patients 

for the over the counter products. The government and insurance companies are powerful buyers, 

because the drug companies need them to reimburse the product. Over the counter products have many 

less powerful byers who have to pay individually.  

Our painkiller example is also applicable in this case. The buyer can choose from many different painkiller 

options and the buyer has a high bargaining power which is one of the reasons why painkillers are priced 

very low. Orphan drugs are usually very expensive, they have exclusivity and the buyer does often not 
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have other alternatives than this product and the government therefore has limited bargaining power. In 

between these extremes are treatment guidelines from authorities and the value of the product.  

Bargaining power of suppliers 
We define suppliers to be the companies who deliver ingredients to the biotech firms. This perspective is 

a secondary focus, because of the ingredients’ low value compared to the final product. It is the 

intellectual property that adds the value. We will therefore only elaborate on this if we find something 

that is necessary to include.  

Threat of substitute products and services 
We define substitute products as other types of therapies or treatments available in the disease area. This 

part is key when discussing drugs, because other therapies are likely to be able to substitute a drug. To 

stick to the example we used before it is difficult to substitute an orphan drug that is the only treatment 

available for a group of patients, and even though the performance is relatively limited there is no other 

substituting treatment that can provide a proper treatment. On the other hand a drug within sclerosis can 

be substituted by many alternative forms of treatments (Mayo Clinic, 2015).  

Rivalry within disease area 
Innovative therapies and valuable new products have created high margins for the pharmaceutical 

companies in many years. Expiry of patents and generics have changed the landscape, but, nevertheless, 

there are still diseases that need proper treatment. The rivalry in the disease area is interesting, because 

a small biotech firm will have trouble competing with pharmaceutical companies in disease areas where 

rivalry is high. On the other hand, a disease area with low rivalry will be more attractive since they are 

better able to compete. A partnership is interesting when the industry rivalry is high, because a pharma 

partner often has the necessary resources to compete in a disease area with high rivalry (Cunningham, 

2002; Porter, 2008).  

The analysis of the forces should be able to provide an objective answer to the question - is the 

attractiveness of the disease area high or low? It is complex to evaluate the attractiveness of the disease 

area, and in the end it will be how we consider the different cases. The decision is built on the interviews 

from people close to these decisions and we find this approach reasonable even though we need to 

interfere in the model and judge whether or not the rivalry in the disease area is high or low.  
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Strategic fit 
Strategic Fit builds on the foundation from the Resource Based View and Porter’s Five Forces and the 

Strategic Fit is a prerequisite for any alliance (Douma, Bilderbeek, Idenburg, & Looise, 2000). The Strategic 

Fit is therefore essential when a biotech company needs a partner, because the biotech and pharma firm 

will work together on something that is often on a higher technical level and requires specialized 

knowledge, which should be provided by the partner in the alliance (McCutchen & Swamidass, 2004). The 

interviews have verified that the Strategic Fit plays an essential role in the decision on which company to 

partner with and how to partner. We have, based on our interviews, identified that even though a biotech 

company knows which capabilities they need and know the attractiveness of the disease area, it is an 

advantage to get a partner who works with development and commercialization within the specific 

disease area (Areias, 2016; Birk, 2016; CBO, 2016; Wegner, 2016).  

The paper Strategic Alliances - Managing the Dynamics of Fit presents six drivers that need to be in place 

in order to have a Strategic Fit and the potential for a great partnership(Douma et al., 2000). 

The six drivers for strategic fit are the following:  

1. Do the alliance partners have a shared strategic vision on developments in the alliance 

environment? 

2. Are the partners’ alliance and corporate strategies compatible? 

3. Is the alliance of strategic importance to both partners? 

4. Are the partners mutually dependent for achieving their objectives (complementary 

balance)? 

5. Do the joint activities have added value for the clients and the partners? 

6. Will the alliance be accepted by the market (buyers, competitors, government)? 

 

If the answer to all of these questions is “Yes” the author argues that the partnership has a good fit and 

thereby a greater potential to succeed (Douma et al., 2000). These drivers should be covered from both 

the biotech firm and pharma firm, and while this is also the intention for this thesis, we acknowledge that 

the firms we have talked to only are on the biotech side of the alliance and the view from the pharma side 
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is therefore based on what the biotech company have told us and from secondary literature. In order to 

understand the six drivers in relation to biotech and pharma alliances an explanation is provided below:  

Shared strategic vision is a necessity for a biotech and pharma firm for the alliance to work. The strategic 

vision should define the way from development to commercialization of the drug, and if the companies 

do not have a shared strategic vision there will not be a strategic fit. 

Compatible strategies is key for the biotech and pharma firms, and our cases will focus on how the current 

strategies for the two firms aligns and what difficulties they could experience with a partnership. 

Strategic importance is one of the things that is difficult for us to measure or to be specific about, because 

we will often know how important this is for the biotech firm: It is extremely important. It may “just” be 

another alliance for the pharma firm, with yet another biotech firm. In order words, the biotech firm 

cannot fail too many times before they are out of business, while the big pharma companies have more 

time and resources. The specific strategic importance of the partnership will almost never be the same 

for the biotech and pharma firm, but nevertheless one of our cases will show one partnership that has 

this strategic importance for both the biotech and pharma company. 

Mutual dependence is mostly the case for these alliances. The biotech has something that the pharma 

company wants in form of new research or technology, and without the pharma company or sufficient 

cash, the biotech firm will not be able to develop and commercialize it themselves (McCutchen & 

Swamidass, 2004) .  

Joint activities add value should be the case for these alliances since their aim is to develop a drug and 

commercialize it which should add value to both clients and partners in the long run. While the aim is to 

add value some has argued that the majority of the partnerships fail (CBO, 2016). 

Alliance accepted by the market will normally not be an issue in the biotech and pharma market. Meaning 

that it is easy for biotech and pharma to make alliances and the partnering firms usually show good 

conduct, because both of them will potentially be dependent on future partnerships with others, and they 

want to be seen as a good partner(Cunningham, 2002). 

These drivers will be valued by us in each of the case studies. We have the outside view on this and this 

can actually be beneficial, because a manager could say, that they made a partnership with a perfect 

strategic fit, without it being it. The source of error is that we do not have all information available and 

we truly do not know how committed each of the partners in the alliance are. 



 Nielsen & Ravn 17-5-2016 
 

Page 22 of 139 
 

These six drivers will help us to understand if the biotech and pharma company in the specific alliance has 

a Strategic Fit and thereby an increased likelihood for a successful alliance. The answer to the fit should 

in the end be able to explain whether the company should make a partnership or go alone. The strategic 

fit is therefore a tool for the biotech company to evaluate if there is a potential partner with a better 

strategic fit.  

Why these theoretical tools for the decision tree? 

In the introduction to this section we introduced the major issues when you are a biotech company and 

we believe the Resource Based View can help to understand how a biotech firm gets the right capabilities 

to develop and commercialize a product. Porter’s Five Forces can help to identify whether the 

attractiveness in the disease area is high or low and the Strategic Fit should in the end be able to conclude 

if there is a Strategic Fit between the firms. These tools use mainly exogenous parameters, and therefore 

the analysis is objective in the sense that if the available data is used correctly, the model will provide an 

answer on what the biotech should do in order to decide whether to partner or not. The benefit of this 

approach is that the model are based on a solid theoretical foundation, which ultimately should be able 

to create the right decision for the biotech firm on whether to partner or not.  

Summary 

The theoretical tools are used as the foundation for the model we developed. The theoretical tools are 

essential for the analysis of the individual cases and thereby later used to analyze and discuss the cases 

and finally for the model to explain whether to make a partnership, go alone or sell the company.  
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Figure 3 - Model developed by the authors 
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The Model 
We have developed a model that the biotech manager can use to decide how the continued development 

of a pharmaceutical product should be conducted. The model answers whether development and 

commercialization should be continued alone, in partnership or if the company should be sold. The model 

is deterministic in its approach, because the model claims the most beneficial solution given some factors. 

We believe it is feasible, but most importantly – it increases the ease of using the model significantly and 

hence the applicability.  

The model is built with elements that are heavily inspired by theories presented in the theory section. In 

our model we adapt these theories to fit in to the biotech and pharma setting. Common for all theories 

presented in the theory section is that they are well-established and have strong support in the academic 

society. Individually the theories are criticized for only focusing on a single side of the real world, but we 

are combining different theories which partially overcomes this issue. One example is that Porter’s Five 

Forces has been criticized for only focusing on the external factors while the internal view is missing 

(Barney, 1991). Our model are both inspired by Porter’s five forces and the resource based view of Barney, 

but we are aware that this does not solve all the issues the theories have individually, and it may create 

other issues.  

Nevertheless, we believe we have a strong theoretical foundation for the model. To get an output of the 

model, the user has to be able to answer the following questions:  

 Does the company have adequate cash to move the project forward?  

 Does the company have adequate resources and capabilities to move the project forward?  

 Is the attractiveness of the disease area high or low?  

 Is the company able to make a deal with another company that has a strategic fit for the project?  

 Does the company have other projects in the pipeline that needs funding?  

All these questions may be difficult to answer at a first glance, but in this section we will explain the 

different elements of the model, that will enable the user to answer the questions.  

The aim for the model was initially to keep the input factors as exogenous as possible to ensure that they 

do not vary depending on individual interpretation of the input factor. We believe that we to a large extent 

has succeeded with that goal, but there are some factors like strategic fit that has the risk of being too 

endogenous without the right approach. This is also something that we will seek to solve in this section.  
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Assumptions and limitations 
Our model has some assumptions and limitations that are important to keep in mind when applying the 

model in a real-world setting. There are three important assumptions and limitations that we will 

elaborate in this section. 

Pharmaceutical products 
The model is only applicable for projects that seek to develop products for pharmaceutical use. When we 

refer to a biotech company we do not refer to industrial biotech. 

Good science 
The “good science” assumption is quite intangible and difficult to define. The assumption comes from our 

interviews with industry experts where some mentioned, without being asked, that good science is the 

single most important factor for a biotech company to be successful (Birk, 2016; Greaney & Bartlema, 

2016). This leads to the question: “What is good science?” In this setting good science is science that has 

a high probability of meeting the requirements of regulatory bodies. The measure of good science is 

difficult for non-professionals to determine, and it would be out of scope of this thesis to set up 

requirements for good science, which is one of the reasons why we make this assumption. 

Another question to ask is why the model only works given this assumption. The reason can be found in 

the literature review. In that section we described the “signaling perspective” that says entering a 

partnership with another company is a signal to the financial markets that the product is promising. The 

reason is that the pharmaceutical company are experts in evaluating the science behind the project and 

if they want to invest, the product is promising. So, if the science is insufficient it gets difficult to do a 

partnership, and a requirement for the model to work is that a partnership is an option.  

Downstream partners 
An important limitation to our model is that it is only developed for partners that are downstream in the 

value chain. There are other types of companies which biotech companies can cooperate with in 

partnerships, for instance partners that have developed a useful platform technology that is upstream or 

at the same level in the value chain. 

The reason why our model is only applicable when considering downstream parties is that it has a clear 

commercial focus. An example is that it takes the attractiveness of the disease area in to account as well 

as the strategic fit from a portfolio perspective.  
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Single point in time 
It is very important to highlight that the model tells what the biotech company should do at a single point 

in time. When the time passes, the circumstances change and thereby also the input factors to the model, 

the output also changes. The input factors have to be evaluated continuously, since the outcome changes 

with the input factors. 

How does this assumption influence the applicability of the model? In our view this assumption actually 

enhances the applicability. It may be hard for a biotech company to know at what stage of their 

development they should engage in a partnership or sell – or if they should do any of those at all. By 

evaluating this continuously using the model we developed, the biotech company can determine when to 

do what.  

The continuous evaluation means that the model can yield different outcomes in different points in time, 

dependent of the input factors in the model. This means that the model also can be used for long term 

planning of the partnership strategy, since it is also possible to estimate the factors in the model ahead of 

time. By doing that the company know ahead of time when it will be best to make a partnership, sell the 

company or continue alone all the time.  

The Elements 
Adequate cash 
To evaluate if the company has adequate cash the scope of the analysis is important. In the evaluation 

our model should be able to answer the question: “Does the company internally have enough cash to take 

the product through the next stage of development?” A company that is ready for clinical development 

has to ask itself if they have enough cash to take it through the first phase of the clinical development.  

The reason why cash is included as an input factor is that it has significant influence on the company’s 

ability to continue without support from external sources.  

Adequate resources and capabilities 
It is important that the organization has resources and capabilities to move the project on to the next 

level. When evaluating if the company has adequate cash, we are investigating if the company has enough 

cash to take it though the next stage of development. The same is true when evaluating the resources and 

capabilities. If the next step for the company is a phase I trial, they do not need the resources of sales 

forces and the capabilities it possess, at that specific point it in time, despite the fact that they might need 
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it later. Just like it is the case with cash, the company can make evaluations for different points in the 

development stage to enhance the business development planning.  

The difficult question is how to assess whether the company has the adequate resources and capabilities. 

The resources that the company has to possess in order to develop the product does not have to be VRIN 

resources since it is not a necessity to have a sustainable competitive advantage in every operation. The 

possible VRIN resource in the biotech company is often the product or project, but in order to fulfill the 

condition that the resource has to “Valuable” the company has to employ some other non-VRIN resources 

to develop it and make it valuable.  

So, what the resources and capabilities have to be able to, is to make the product more valuable in each 

stage, and the most valuable product in this case is a product that is approved by the regulatory bodies 

and is sold in large quantities at a high price. 

So we can divide the resources and capabilities in to two main types 

 Resources and capabilities that ensures the product is approved in each development stage 

 Resources and capabilities that ensures commercial success.  

The needed resources change depending on the company, and also which phase the development is in. 

For illustrative purposes we have made a suggestion to how a company could map the needed resources 

and capabilities at the different stages. It is important to say that the resources and capabilities in this 

illustration is not exhaustive, but serve as an example of what we have investigated in the different cases 

and find relevant for the companies.  

 

Figure 4: Suggestion to how the company can map the needed capabilities and resources. The resources and capabilities 

mentioned also serves as an illustration of which resources and capabilities could be needed at different stages. 
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The assessment of the resources and capabilities is a look in to the company’s engine to find out if the 

engine is fit for the long trip across the country where it may need to be able to climb mountain roads and 

drive in off-road dirt as well as drive at high speed down the highway. This may be much to ask of one car, 

and it may be very expensive to rebuild a car so it able to do everything. It may be more feasible to drive 

in your own unmodified car, and when you hit off-road find another person who owns a 4WD car and 

drive with him. This is the reasoning behind our model: We want to find out what is best, share the ride 

with another or modify the car. 

If you do not realize that your car is unfit for the off-road haul before you start driving in to the off-road, 

you will most likely get stuck and not be able to go backwards or forwards, and then your trip will only 

continue when you pay Triple A a lot of money to drag you to your destination, and your family (investors) 

will hate you.  

After the assessment of the existing and needed resources and capabilities, the company should be able 

answer yes or no to the question on whether the company has the adequate resources and capabilities.  

Attractiveness of disease area 
This element has its roots in Porter’s five forces that are described in the theory section. We have adapted 

Porter’s model so it is a measurement of the attractiveness of a disease area. Porter himself claims that 

his theory is applicable on an industry level, so when we apply the model on a disease area level, it may 

seem a little too narrow. We do this because of the very tight regulation on pharmaceutical products, 

where the companies are not able to promote a product for uses outside of its approved indication. This 

implies that a product approved in one disease area does not compete with a product in another disease 

area. They coexist without affecting and disturbing each other. The only thing they may compete for is 

the share of the total budget a government is willing to use on a disease area. However, the same is true 

for the dining industry and consumer electronics; they both compete for a larger share of the household 

budget, despite they are clearly in two different industries. Therefore we do not see any issues in adapting 

Porter’s model on a disease area level.  

The five forces, that are described in more detail in the theory section, all influence the attractiveness of 

the disease area, and we have applied a relative measure on the attractiveness: High or low. Whether the 

attractiveness is high or low is determined by comparing the attractiveness to other disease areas, and it 

therefore has a risk of being a bit subjective, which has to be kept in mind when applying the model. In 
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the following we give suggestions on how to determine whether the attractiveness is high or low, where 

we go through each element.  

Threat of new entrants 
The threat of new entrants in to the disease area can be very different from one disease area to another. 

As a baseline the threat of new entrants is very low, because it requires long development time and 

extensive work to get a product approved. This does not differ depending on the disease area, so this is 

not a factor we can use to evaluate the relative threat of new entrants.  

One measure is how many existing products there are in the specific disease area, and how efficient they 

are. If there are many very efficient treatments the threat of new entrants are low, but if there are few 

inefficient treatments the threat of new entrants is higher.  

This is however a very single sided measure. If there are few existing treatments and they are inefficient, 

it may be because it is a very difficult area to work with. Therefore it is also relevant to see how many 

products for this disease area that are in development and if many of these get rejected by the 

governmental bodies. If there are many products in development the threat of new entrants is high. If 

relatively many products get rejected because of the data, the threat of new entrants is lower. Depending 

on the disease area the regulatory bodies accept different levels of efficacy and side effects. For a rare 

cancer they may accept more severe side effects and limited efficacy, because the patients may be 

terminal so side effects are more preferred than early death, but for an antibiotic side effects have to be 

less severe because the patients are expected to continue a normal healthy life. This acceptance of side 

effects and efficacy is also influenced by how the side effects and efficacy is of existing treatments (Thaul, 

2012). 

Another thing to keep in mind when assessing the threat of new entrants is when the products in the 

disease area lose their patent or exclusivity. When that happens the threat of new entrants gets very high, 

since it requires less regulatory effort to get a generic product approved (EMA, 2012; FDA, 2016a).  

There are most likely other factors that influences the threat of new entrants, but we believe we have 

identified the most major factors, but they are not exhaustive. Below you find a summary of the factors 

and their influence.  
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Factor Influence on threat of new entrants 

Many existing treatments Decrease 

Many products in development Increase 

Many products get rejected  Decrease 

Existing efficient treatments Decrease 

Existing treatments will soon loose exclusivity Increase 

Table 1 Suggestions to factors to look for when determining threat of new entrants and their effect 

Bargaining power of buyers 
The buying structure is quite complex and very country dependent when it comes to pharmaceutical 

products. In many European countries the government pays a major share of the prescription drugs, and 

they therefore act as the buyer. However they are often not the entity that makes the buying decision. 

Often it is a physician who, to a large extent, makes the decision on which product to use if any. However 

there are trends towards making a health economic assessment of the efficiency and price such as in Great 

Britain, where a great emphasis is put on national treatment guidelines (NICE, 2016). This moves more 

power towards the actual payer – the government. Also in some countries there are rules that require 

pharmacies to only offer the cheapest alternative if there are more alternatives with identical active 

ingredients no matter what the physician prescribed. This also moves more bargaining power towards the 

actual payer – the government.  

Since we are working in relative terms we argue that the above mentioned country dependent differences 

are irrelevant, because they will not change from one disease area to another.  

Where there may be differences is for instance if the product is in an area where there are Over the 

Counter (OTC) product instead of prescription drugs. In OTC products there are many less powerful 

buyers, compared to prescription drugs where there are few powerful buyers – under the assumption 

that prescription drugs are as a minimum partly paid by governments or insurance companies, where OTC 

products are solely paid by the user. 

Factors that were important to determine the threat of new entrants were the number of existing 

products and the efficiency of these, and that factor is also important for assessing the bargaining power 

of buyers. If there are many efficient products on the market the buyer has a relatively higher bargaining 

power.  
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Another influential factor is if there are strong treatment guidelines on the disease area that takes health 

economics in to the their guidelines. If there are such strong treatment guidelines the bargaining power 

of the buyer gets much higher, since the product that is the last option in the treatment guidelines will 

most likely have much limited sales. 

To summarize we have identified some of the important factors to consider when assessing the bargaining 

power of the buyers.  

Factor Influence on bargaining power 

Many existing treatments Increase 

Existing efficient treatments Increase 

The product is a prescription drug Increase 

Rigid treatment guidelines Increase 

Strong treatment guidelines that takes price in to consideration Increase 

Table 2 Factors to consider when analyzing the bargaining power of buyers 

Bargaining power of suppliers 
The bargaining power of suppliers is something we will use less time on, since we assume the price of the 

finished pharmaceutical product is much higher than the raw ingredients, meaning that the relative 

impact on the bargaining power of the suppliers is relatively low. This is because the real added value in 

the value chain is happening when the intellectual property rights are applied.  

The needed input factors for one product in the disease area may be completely different from another 

product since they can have different chemical structures and mode of action. Also, some products may 

be produced entirely by the company that is commercializing the product, which minimizes the need for 

suppliers.  

So, as a baseline the bargaining power of suppliers in the all disease areas are low. However, if the user 

of the model finds something that contradicts our assumptions mentioned above, this baseline bargaining 

power of suppliers has to be reevaluated.  

Threat of substitute products or services 
Since we are having a disease area perspective, the level of analysis in this case is on the disease area and 

not on a product area. This means that the threat of substitute products are not only within 

pharmaceutical products for a specific disease, but if the pharmaceutical products for a specific disease 

has other substitute products or services. An example could be in the market for painkillers, where 
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physiotherapy can help cure some types of headaches, so patients don’t have to take painkillers. Another 

example is for Psoriasis where there are many pharmaceutical products, but trips to the dead sea can also 

help patients because the combination of sunshine and salty waters are beneficial for patients (Aggerbeck, 

2015). A third example is for antidepressants where a psychologist can be a substitute for a 

pharmaceutical treatment.  

When assessing the threat of substitute products the analyst has to map the threat in several disease 

areas to find out how the “average” threat of substitution is, in order to find out if the threat is high or 

low.  

Below we suggest some factors to keep in mind when assessing the threat 

Factor Influence on threat of substitutes 

Other ways than pharmaceuticals to treat the condition Increase 

Other ways of treatment is recognized for its efficacy  Increase 

Other ways of treatment are recommended by physicians Increase 

Trends in society towards other ways of treatment Increase 

Table 3 Factors to consider when analyzing the threat of substitutes 

Rivalry between products 
The rivalry among existing competitors are partly affected by the other four factors in Porter’s model. A 

quite objective measure of the rivalry among existing competitors is the number of products in the disease 

area. If the number is relatively high compared to the number of patients the rivalry gets more intense. 

Another factor is competition of generic products, since the price of these products are typically lower 

than other products. The generic products increase the rivalry since they drive the prices down, and the 

products with exclusivity may not be able to claim as high prices. A third factor is the level of 

differentiation in the disease area that can decrease the rivalry in the disease area. There can be different 

ways of targeting the disease e.g. if the products are treating different niches of disease area. 

Factor Influence on rivalry 

High number of products compared to incidence Increase 

Efficient generic products Increase 

High differentiation in the disease area Decrease 

Table 4 Factors to consider when analyzing the rivalry in the disease area 
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High or low attractiveness? 
The disease area attractiveness is an aggregate of the different forces that we just described in detail. It 

may not be very easy to do since the different forces most likely point in different directions, but based 

on the analysis it is in most cases possible to find out if the disease area’s attractiveness is high or low.  

Strategic fit 
The strategic fit is a measure where the biotech company has to look outside of its own boundaries. The 

biotech company has to find out whether it is possible to find another company down the value chain that 

has a strategic fit with itself.  

The strategic fit can seem a bit hard to define, but we have, in the theory section, defined some 

parameters that influence the strategic fit, that we summarize below.  

The drivers of strategic fit are:  

 A shared strategic vision 

 Compatible strategies 

 Strategic importance 

 Mutual dependence 

 Joint activities add value 

 Alliance is accepted by the market 

One could ask why the strategic fit determines whether to continue alone or start a partnership with 

another company. One example of instances where partnerships could go wrong if they do not have a 

strategic fit, is if we imagine that the partnering company already have a marketed product. If the 

partnering company do not want to utilize the partnered product’s full potential because they do not 

want to cannibalize their own product, the biotech company could in some cases be better off if they 

market the product alone, or find another partner. This was an example of lack of the driver shared 

strategic vision. 

Another example could be a partner that has no experience in the disease area, and do not have any 

resources in place that the biotech can benefit from. In that case the driver joint activities add value is 

missing or lacking.  

The strategic fit factor is used in our model as a last checkpoint for the biotech to ensure they do not 

continue alone, without making sure that a potential partner has a strategic fit.  



 Nielsen & Ravn 17-5-2016 
 

Page 34 of 139 
 

Pipeline 
The pipeline refers to the biotech company’s own pipeline, and is a very simple measure. If the company 

has other products in the pipeline that could use a steady stream of income to be funded, the yes-direction 

of the model should be used. If they do not have any promising other products in the pipeline, and are 

what could be called a one-trick pony, the no-direction of the model should be used.  

The rationale for applying this in the model is quite simple: If the company do not have anything to use a 

steady income for, they should get all the risk-adjusted money immediately. A counter argument for this 

is that the company is most likely to increase the value of the product the longer they continue with the 

development. We dismiss this argument with a perfect information assumption, so both parties have the 

same info and are able to assess the right risk-adjusted price.  

Outcomes 
We have three possible outcomes of the model. Continue alone (+ capital), Partnership or Sell company. 

The outcome is the most appropriate business development strategy. In the sections below we explain 

what the reasons are to choose the different outcomes. 

Sell company 
The sell company outcome will always happen if the company has no other products in the pipeline and 

the company does not have the adequate resources and capabilities to continue the development. The 

reason why we think selling the company in this situation is optimal is that the company is not able to 

continue alone, because they need access to resources and capabilities. Going alone is not an option 

without investing large amounts in building these capabilities and acquiring the resources. Partnerships 

on the other hand will give a steady stream of income, but a steady stream of income is not needed when 

there are no other products in the pipeline. Therefore, assuming that getting a fair risk adjusted price is 

possible, the owners of the company will be better off selling the company.  

Continue alone 

To be able to continue alone, the company should be able to operate on its own. This means that the 

company should possess enough cash and also have the required capabilities and resources. There are 

cases where we suggest that companies without adequate resources and capabilities continue alone. We 

do this assuming that those resources and capabilities to a large extent can be acquired. In these cases 

the company has adequate cash. 
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We also suggest in some cases that the biotech company should continue alone, despite the fact that they 

do not have sufficient cash. In these cases the biotech should seek capital on the financial markets and 

not through a partnership because we believe that in these cases it will be more attractive to continue 

alone, and not share revenue with another company. This is when the product is in an attractive market 

or if there is no clear strategic fit with another company. If there is no strategic fit the risk of the project 

not being prioritized gets higher and also the benefits of working together gets lower. If the product is in 

an attractive market, the product can be developed and commercialized at a low risk.  

Partnerships 

The benefits of partnerships are many as we have already described in detail earlier. The partnerships can 

offer cash, access to resources and capabilities and expertise in development and commercialization in 

less attractive markets. Therefore, we have treated the partnerships as the most beneficial thing to do 

unless there are good reasons to continue alone or to sell the company. 

The point of doing partnerships is to get access to cash, resources or capabilities which is why the partner 

should be selected carefully before doing the partnership. In order to get to the outcome, the user of the 

model has conducted an extensive analysis of the needed cash, resources and capabilities, and therefore 

knows what is needed. The user of the model has to make sure that the partner company is able to cover 

the need the biotech company has, otherwise the partnership has limited value. There can be situations 

where the partner company has all the needed resources the biotech company needs internally. There 

can also be cases where there are some needed resources and capabilities that the partner company does 

not have. In these cases the biotech company has to make sure that they get enough cash to acquire or 

build the resources.  

For the reasons above we hesitate to draw up an optimal deal structure between two partners, because 

it is, among other things, heavily dependent on the needed cash, resources and capabilities and the 

offered cash, resources and capabilities. The biotech company has to ensure that the deal they get with 

the partner company makes it possible to cover the need for cash, resources and capabilities.  
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Research Method 
The aim of this thesis is to present the model we have developed, and use the cases to validate the model 

in the real world. The findings from this research should be applicable for pharma-biotech firms in general. 

This section will therefore explain the research method and why we have performed this research as a 

case study. 

Research approach 
To find a research area is easy, but developing a research method and design requires substantial work 

and research on the topic. Many different approaches were considered, but the research started with a 

blank paper in order to decide on the best possible approach for this study. 

The first distinction is the qualitative and the quantitative based research. A qualitative approach usually 

requires interviews, focus groups, observations etc., while the quantitative approach focuses on specific 

variables that are predefined and used in a survey or test (Hancock & Algozzine, 2006, pp. 7–10). Both 

directions of research comes with advantages and disadvantages and on the decision on which one to use 

there are four factors to consider (Hancock & Algozzine, 2006, p. 8): 

 Access 

 Words to numbers 

 The relationship between those being studied and the researcher 

 Time 

Access: Studies that use the quantitative method can require little involvement of participants and if it is 

difficult to get access to individuals the quantitative method can be preferred. We wanted a deep 

understanding of partnerships and the qualitative research approach in the form of interviews is beneficial 

for this type of research.  

Words to numbers: Numbers that describe variables is the common way of using the quantitative method, 

but only using predefined variables would limit our investigation and not allow us to see the bigger picture 

and analyze and discuss the cases in relation to our model, which only can be done by using the qualitative 

method and the interviews which provided us with greater insights than a questionnaire. 

The relationship: The qualitative and quantitative approach have a different relationship to data. The 

qualitative data is normally obtained with an individual from a specific organization. This enables the 

researcher to see it from perspective of the participant, and obtain a thorough understanding of the 
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complexities involved. The quantitative data is structured in a database and do not necessarily requires 

human interaction to conduct the analysis. This enables the researcher to conduct the analysis on the 

specified variables selected for the study. The quantitative relationship is the outsider perspective, while 

the qualitative perspective is the insider perspective. The insider perspective enables the researcher to 

see it from the participants’ perspective, and in these cases get a thorough understanding of the individual 

partnerships. This enables the authors to discuss the decision in greater detail than with a perspective 

from an outsider. 

Time: Both the quantitative and qualitative method requires a substantial amount of time. The 

quantitative method can require time consuming data collection from different databases and coding of 

the data. The qualitative method requires identification with the people that are interviewed. In order to 

obtain specialized knowledge it was important to identify and have interviews with relevant people with 

practical experience in this area. The interview itself did not require more than an hour, but the work 

ahead and after the interview took time but was necessary in order to be able to use the interview in the 

analysis and discussion.  

Since in depth knowledge is required to understand the partnerships and as the four factors clearly 

highlight the qualitative method to be advantageous for this kind of research, the qualitative method will 

be used.  

Furthermore Yin (2011, p. 6) says “The allure of qualitative research is that it enables you to conduct in-

depth studies about a broad array of topics, including your favorites, in plain and everyday terms.” 

This statement is core to the research approach, because the idea of the model came from a general 

wonder and curiosity that nobody had developed a model for something that is a crucial decision for a 

biotech company. This wonder and curiosity was increased by the two interviews we had prior to the case 

study (Areias, 2016; Wegner, 2016). Since the model should be used by practitioners, the aim has been to 

show in-depth knowledge and experience from people in the industry, which corresponds with the 

definition of a case study that Hancock & Algozzine (2006) present in their book: 

“Through case studies, researchers hope to gain in-depth understanding of situations and meaning for 

those involved.” (Hancock & Algozzine, 2006, p. 11) 

Even though the case study seems to be the perfect fit for this research it is worth mentioning that it is 

not seen as academic valuable science by everyone, and has been, and still is, criticized, because: 
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“Investigators who utilize case studies are regarded as having deviated from their academic disciplines 

and their investigations are purported to lack precision, objectivity and rigor.” (Patton & Appelbaum, 2003, 

p. 60) 

Patton and Appelbaum (2003) further explain that this is not only true for case studies, but also for other 

research approaches including the quantitative approach. Furthermore they highlight that some 

researchers argue that case studies cannot be generalized, which is in contrast to Yin (2014, p. 66) who 

thinks that case studies are able to make generalizations. These two perceptions are not necessarily 

mutually exclusive, in the sense that we will argue the factors that will be presented in the model are 

generalizable, while the outcome of the model is unable to be generalized based on the case study.  

The case study reasoning can be done inductive or deductive. The inductive reasoning “involves deriving 

some conclusions from observations or a set of data” (Ormerod, 2010). On the other side is the deductive 

reasoning which “refers to arguments that are certain to be true by definition” (Ormerod, 2010). As This 

is a case study where the focus is on the observations and interviews, the we will use inductive reasoning 

throughout the paper and make that the foundation for conclusions. Some have argued that the 

researcher is limited by own preconceptions, but Eisenhart (1989) argues that this is not always the case 

and that the researcher is less biased if the inductive approach is applied. 

Patton and Appelbaum (2003) describe that a case study researcher should be able to get access to key 

stakeholders and have a sufficient preunderstanding of the topic before the research is initiated. The topic 

researched is of big interest to the authors. Jobs and school experience have provided an extensive 

preunderstanding of the topic, and the interviews that are the foundation for the case study is with key 

employees from the companies involved in partnerships. We believe that this foundation is sufficient to 

do this case study.  

Research design 
The research question highlights the need for an investigation of how applicable the model is in the real 

world and why biotech companies should use this model. It is necessary to have a good research design 

in order to analyze and discuss the cases and the model’s usefulness in the real world. A case study can 

be done as a single case study or as a multiple case studies and we have chosen the multiple case study. 

Yin (2014, p. 74) states that a multiple case study is likely to be stronger than the single case study, and 

furthermore we believe that partnerships and the model will be covered more thoroughly when it includes 

more cases. Two definitions of case studies are: 
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“In brief, a case study allows investigators to focus on a “case” and retain a holistic and real-world 

perspective” (Yin, 2014, p. 44). 

“Case study research represents a much broader view. It means conducting an empirical investigation of 

a contemporary phenomenon within its natural context using multiple sources of evidence” (Hancock & 

Algozzine, 2006, p. 15). 

These definitions fit the aim of the research question and since we do not want to study one unique case, 

but multiple cases, we are able to understand and compare the similarities and differences in the cases 

(Baxter & Jack, 2008).  

Selection of cases 
The selection of cases was very open, because the selection criteria for the chosen case companies was: 

 Biotech company within pharma 

 Companies who currently tries to develop or have developed a drug with or without a partner 

The model we have developed aims at being applicable for all biotech companies that need to decide 

whether or not to do a partnership in order to move forward with their product. In this sense it should be 

possible for all biotech firms to be part of this research. This opened the doors for many potential firms, 

but we focused on Danish companies, since they most likely would have Danish personnel and an easier 

entrance to an interview. We initially contacted four firms, where three came back with a positive 

response of having an interview and the last one did not reply. This enabled the multiple case study and 

the fact that the study would be able to give stronger recommendations that could be generalizable for 

biotech firms (Eisenhardt, 1989).  Furthermore we contacted Celgene, which is a biopharmaceutical firm, 

that is well known for their many partnerships with biotech firms (Timmerman, 2013) and since both of 

us work within the company key people were available for interview. This case is primarily used to put the 

other cases into perspective and highlight what Celgene, as a partner to many companies, thinks is truly 

the most important thing for a biotech company. 

We understand through the literature that there can be a selection bias, meaning that biotech companies 

that are able to make a partnership with a pharma company has a product that involves good science 

(Nicholson et al., 2005). Our model is unable to capture this and the model therefore assumes that all 

potential products are good science.  
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Unit of analysis 
The unit of analysis is: partnerships between biotech and pharma companies that have been made, 

extended, terminated or never made. In three of the cases this is seen from the view of the biotech 

company, while it is seen from the view of pharmaceutical company in the Celgene case. All cases 

investigate the partnership at a product level. The best possible research would be to have both the 

biotech and pharma company to answer the same questions related to the same specific partnership. We 

did not pursue this, since we wanted the study to be about the considerations that the biotech has to 

make and the Celgene case is there to show the perspective from the pharma companies and to create 

substance for the discussion later on.  

Data collection 
The data collection is the foundation for the discussion of the cases and the model. We have used both 

primary data and secondary data for this research, which is described as data triangulation, and according 

to Wahyuni (2012) this enables us to collect more comprehensive data, but also to cross check the data. 

Riege (2003) furthermore explains that this serves as an protection against researcher bias. Throughout 

the data collection comparison between primary and secondary literature has been applied to have a 

thorough understanding of data for this study.  

Primary data 
Hancock (2006) states that interviews is a common form of data collection which is also how we have 

done it in this case study and Hancock (2006, pp. 40–41) furthermore suggest that a successful interview 

should follow five guidelines: 

 Identify key participants 

 Develop interview guide 

 Setting of the interview 

 Record the interview 

 Adhere to legal and ethical requirements 

The identification of key participants was straight forward since the business development departments, 

which usually do these partnerships, often have a direct email on the company website. We therefore 

explained that they were investigating biotech and pharma partnerships and why particularly their case 

was of interest to us. This enabled us to get in contact with people who made the deals and have key 

insights in the cases we selected.   
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The interview guide was formed before the interview and we conducted semi-structured interviews with 

the participants. The questions for the interviewees were developed around the suggested model we have 

created and were specific questions to the biotech company’s products and partnerships. The 

interviewees was presented with the fact that we wanted to discuss biotech and pharmaceutical 

partnerships specific to their partnerships and partnerships in general, but they were not informed about 

the model. We choose the semi-structured interview form, because this enabled us to be flexible, but still 

get answers to the questions we had. According to Hancock (2006, pp. 40–41) this is a well-suited 

approach compared to the alternatives of structured and unstructured interviews. The interview guide 

was developed with open ended questions, and we continuously sought more information from the 

interviewed participant, if we did not believe the answer provided sufficient information. This approach 

sometimes meant that participants repeated themselves, but they also elaborated and we obtained 

deeper insights in this area. 

The setting was by us suggested to be either a face to face meeting or a telephone interview with the 

length of approximately one hour. Based on the suggestions and the psychical distance from the 

participants we had one face to face meeting in Denmark and three telephone meetings from people 

located in USA. We believe that this did not influence the results from the interviews and the data 

obtained from each interview is of high quality. 

We did not record any of the interviews since our first interviewee asked not to have it recorded (Wegner, 

2016). This made us take notes by hand, which we followed throughout the process. We decided that 

both researchers took notes during the interview and then soon after collected the notes to do a resume 

of each interview on a PC. Hancock (2006, pp. 40–41) argues that it is not optimal only to have written 

notes, but since both of us took notes and discussed them afterwards we believe that everything essential 

was captured in the notes. 

Adhere to legal and ethical standards was a natural part of the interview. One of the interviewed people 

wanted to be anonymized together with the company to make sure than no one could quote from the 

thesis. Two others wanted to read through their case in order to be sure that no confidential information 

was revealed in the thesis. We have naturally complied with these requests. 
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Secondary data  
The secondary data has been used in two ways: To build the model and to test the model. The purpose of 

using secondary literature is to get a comprehensive overview and challenge the information from the 

primary data. The secondary data was obtained by the following sources:  

 Academic journals  

 Books 

 Websites 

 Company statements (annual reports and press releases) 

The model is built on academic articles and well established economic theory and we have used peer 

reviewed academic articles and books to ensure high reliability. The articles that is used as secondary 

literature in this research have both been based on quantitative and qualitative methods. 

The model is tested by the actual cases, which besides the primary literature have used websites and 

company statements which have been evaluated critically before use, as Hancock (2006, p. 51) suggests.  

The extensive amount of secondary literature in this area have provided a solid foundation for answering 

the research question in combination with the primary data.  

Data analysis 
The data analysis will use the primary and secondary data to paint the full picture of the cases (Wahyuni, 

2012). Case studies can be performed in two ways as a within-case analysis and a cross-case analysis 

(Eisenhardt, 1989). Eisenhardt (1989) explains that the within-case analysis is a detailed write up of each 

case, with the intention of thoroughly explaining what the case is about and what is unique in this case. 

Since the we have used a multiple case study we are able to also do a cross-case analysis, which Eisenhardt 

(1989) describes as an advantage, because it enables us to look at the data in many divergent ways. 

Eisenhardt (1989) further describes that looking at the data in divergent ways can be done with three 

strategies: 

1. Look for similarities and differences in selected categories or dimensions 

2. Select pair of cases and list similarities and differences 

3. Divide the data by data source 
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The theory section outlined the categories that we wanted in depth knowledge about, and by this using 

the first strategy mentioned above. This has enabled us to do cross-case analysis and the comparison of 

cases should counteract tendencies of making false conclusion based on poor information-processing 

biases (Eisenhardt, 1989). 

Since the individual cases discuss more than one partnership this study will include pairs of cases, where 

the similarities and differences are discussed as the second strategy describes. This has resulted in both 

case specific results, but also identical results seen in more than one case. 

The third strategy of dividing the data by data source has not been applied since the primary and 

secondary data have been collected and analyzed as a team instead of individually as Eisenhart (1989) 

suggests. Eisenhardt (1989) argues that the division of data by data source makes the findings stronger 

and better grounded, since the findings are corroborated by findings in other data.  

The aim of these strategies is to secure the accuracy of the findings and enable us to create reliable theory 

on their study (Eisenhardt, 1989).  

The last important point of using both the within-in analysis and cross-case analysis is that it enables the 

constant comparative method (Wahyuni, 2012). The constant comparative method “provides a more 

systematic way to identify any difference that emerges in empirical data” (Wahyuni, 2012) Having multiple 

cases provided a more nuanced picture and the analysis therefore provides a more thorough 

understanding of why the companies decided the way they did in the different partnerships.  

Research Validity and Reliability 
Researchers that have used case studies are by some seen as researchers that have deviated from their 

academic discipline, because the case study is purported to lack precision, objectivity and rigor (Patton & 

Appelbaum, 2003). In order to cope with this we have followed Yin’s (2014, p. 103) case study tactics on 

how to secure validity and reliability of the case study.  
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Test Case Study Tactic 

Construct validity  Use multiple sources of evidence 

 Establish chain of evidence 

 Have key informants review draft case 

study report 

Internal validity  Do pattern matching 

 Do explanation Building 

 Address rival explanations 

 Use logic model 

External validity  Use theory in single case studies 

 Use replication logic in multiple-case 

studies 

Reliability  Use case study Protocol 

 Develop case study database 

 

Construct validity 
Yin (2014, p. 103) explains that “People who have been critical of case studies often point to the fact that 

a case study researcher fails to develop a sufficiently operational set of measures and that “subjective” 

judgments—ones tending to confirm a researcher’s preconceived notions.”. This should be circumvented 

by using the case study tactics.  

This case study has used multiple sources of evidence in the form of observations, interviews, literature 

and other documents. All of these sources highlight what biotech companies should consider when 

making a partnership and the sources have given great insights. The different sources have been collected 

in a database, on a cloud storage drive, where all information used in this study is available. 

The chain of evidence has throughout the project been crucial and as an addition key informants have 

been given the opportunity to read the notes from the interview that was conducted with them and a 

draft version of their own case, before hand in of the thesis. Neither of the informants had complaints of 

how they or their company were presented in the draft, but both Genmab and Onxeo had minor 

corrections to the draft, which we changed accordingly.  

Internal validity 
Doing pattern matching has been one of the key arguments for doing a multiple case study and 

considering several partnerships to understand the partnerships that was initiated and the partnerships 
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that was not initiated. These several cases and patterns should do explanation building for the 

generalization of the cases and explain advantages and disadvantages of the model. 

Addressing rival explanations has been key in this study and one of the advantages has been that the 

interviewed persons have not agreed on everything and have different explanations which have created 

a great substance for the discussion. Furthermore the logic model is used as an analytical technique to 

match the observed events with what was theoretically predicted (Yin, 2014, p. 265). The purpose of the 

logic model is that the biotech companies are able to have a structured approach to deciding the next 

step of the development for the pharmaceutical product. Our model serves as the intervention and will 

create intermediate outcomes which in the end should pave the way for the ultimate outcome which is 

the decision on whether to make a partnership, go alone or sell the company. Riege (2003) supports Yin 

and shortly explains that the phenomena should be established in a credible way. This has been the aim 

for us throughout this thesis and it has been obtained by relying on the interviews and data available. 

External validity 
Use theory in single case studies is set as a requirement by Yin (2014, p. 103). Even though this is not a 

single case study we have used central economic theories to underline the model and discuss the cases.  

Use replication logic in multiple-case studies has not been performed in this area since the biotech 

partnerships deals are quite unique, and these unique partnerships initiated the interest in the topic in 

the first place. The partnerships between biotech and pharma could have been compared with 

partnerships between computer chip manufactures as Intel Cooperation and computer manufactures as 

Hewlett Packard. In these cases the partnerships are necessary for both parties. The computer chip 

manufactures, because they are not able to build the computers themselves and the computer 

manufactures need the computer chip manufactures to have the best performing computers. This would 

have increased the complexity of this study significantly and our initial thought has the whole time been 

to develop a model specific to the biotech industry, and the cases we have used have provided insights 

sufficient for the case study. In this regard Riege (2003) explains that the definition of scope and 

boundaries is key, which have been performed earlier on in this thesis. 

Reliability 
“The general way of approaching the reliability problem is to make as many steps as operational as 

possible and to conduct research as if someone were looking over your shoulder.” (Yin, 2014, p. 108). 
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The statement above has been key in the research and even though the interviews have not been 

transcripted the resumes give a clear picture of each interview. The interviews were based on a case study 

protocol and all data is in a case study database. Based on the overall process and research method we 

will argue that the research and its conclusions are reliable. 

Summary 
The case study was the one way that gave us the opportunity to get in depth knowledge about this area 

and understand why partnerships were made, extended, terminated or never made. In this way the 

qualitative case study approach has given us deep insights in partnerships which will be analyzed and 

discussed in order to provide an explanation on why and how our model is relevant for biotech firms.  

The multiple case study, where both within-case analysis and cross-case analysis have been used, 

provided a strong foundation for making our conclusions generalizable to the real world. The aim of this 

was to enable biotech firms to use the model in a real world setting.  

We believe that sufficient primary and secondary data have been collected for this study. Especially the 

interviews have provided valuable insights to the case study which have been challenged by us and the 

secondary literature.  

We have applied processes and techniques in line with descriptions from the literature in order to secure 

validity and reliability of the study.  
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Cases 
Disclaimer 
The following case studies are based on interviews with key people in the involved companies. The case 

studies includes analytical conclusions by the authors and these analytical conclusions made by the authors 

are based on interviews and third-party information. The interviewees do not necessarily support the 

analysis or agree with the conclusions.   

Bio Biotech  
Bio Biotech is anonymized upon request from the interviewee. We have the original source material from 

the company and the partner companies stored on a hard drive.  

Bio Biotech is a European biopharmaceutical company with a lead in the field of antibodies. The company 

employs around 100 employees so therefore we characterize it as a larger biotech company. The company 

states that they are able to identify, select and manufacture optimal antibody combinations. These 

treatments primarily focus on cancer and the company does clinical studies alone and together with 

partners in order to develop these products (Bio Biotech, 2016a). 

The company has several products in the pipeline, but we will do a case analysis on: 

 Eladrin, in development for treating an infectious diseases.  

 Tellarite, early stage products in immunotherapy, 6 targets. 

 Piefling, an antibody in development for treating colorectal cancer. 

These three products all have been involved in a partnership and all indicated great variation that is 

interesting for testing our model. This enabled the within-case study and cross-case study to show the 

different focal areas in the different partnerships. The variation would have been broader if we also 

included the products that do not have a partnership, but these cases that we selected had variation in 

other areas and would be able to highlight differences in decisions within the company. 

The interview was conducted by phone and the interviewee was the Chief Business Officer and in charge 

of partnerships. The interviewee requested the interview to be anonymized in order to be able to reveal 

as much information as possible, and the person will be named CBO (Chief Business Officer) throughout 

this thesis (CBO, 2016). 
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Before we started investigating the cases we started the interview with questions about partnership in 

general and why a biotech company should to do a partnership. The CBO highlighted these factors to be 

the primary reasons for doing a partnership (CBO, 2016): 

 To obtain non-diluting financing (cash), because investors do not like to be diluted. 

 Get access to capabilities such as development and commercialization capabilities. 

 Learn (learn best practices from the collaborator).  

Other important aspects CBO mentioned when doing a partnership were to: 

 Obtain validation and signaling of the company. 

 Sharing risk with a partner. 

The CBO also highlighted the main reasons to go alone: 

 Value of full ownership is higher if you have the capabilities to go alone. 

 Increasing the valuation of the product. 

Eladrin 

 

Figure 5 - Model path for Eladrin 

This product will be difficult to discuss since the target, the existing cellular or molecular structure that 

the drug should act on, is undisclosed, and the only thing we know for sure is that it is within an infectious 

disease area. This case is therefore very dependent on the interview with the CBO, because we are not 

able to investigate the attractiveness of the disease area. This is of course unfortunate, but the partnership 

itself is interesting, because Bio Biotech is not involved in the project anymore (CBO, 2016). The structure 
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looks more like an asset sale than a partnership. The partnership started in 2008 in between the discovery 

and the preclinical phase, and it is also from that point in time we will analyze the partnership.  

Cash  
The annual report from 2008 states that the company had a cash position of 4.2 million USD. The company 

had at that time 80 employees and had used 21.2 million USD on operating activities in 2008 (Bio Biotech, 

2009). The cash position was therefore limited and the CBO also states that cash was necessary for the 

company. The CBO states that they also searched for a validation of their product, and a partnership with 

this pharma company would also signal the value of Bio Biotech’s product (CBO, 2016).  

Based on this we conclude that they do not have adequate cash. 

Resources and Capabilities 
The CBO states that they wanted to have a partnership with a company who could develop this 

groundbreaking therapy, and the choice of the pharma company was therefore based on their internal 

resources of scientific expertise. An implication of this is that Bio Biotech were not able to develop Eladrin 

themselves, and needed the partners resources and capabilities to develop the product.  

The acknowledgement that they were not able to develop it themselves is an advantage for Bio Biotech, 

because they could have used several years on this product without getting anywhere when they did not 

have these resources or capabilities to develop this product.  

We conclude that they did not have adequate resources or capabilities. 

Attractiveness of Disease Area 
Since the disease area is as broad as infectious diseases it is difficult to say anything specific about it, 

because it could be anything from the flu to ebola.   

Nevertheless infectious diseases are by the U. S National Library of Medicine (2016) said to kill more 

people worldwide than any other single cause. This alone does not make it an attractive disease area. 

There are over 200 infectious diseases and while some of them have poor treatment a lot of them already 

have good treatment (Sokol & Ordway, 2016).  

We are not able to investigate the disease area since the target for this treatment is undisclosed. The CBO 

states in the interview that there will not be many competitors to this product and that this is a novel 

treatment (CBO, 2016). Few competitors increases the attractiveness of the disease area and a new novel 

treatment should be first in class and thereby secure a competitive advantage.  
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The limited knowledge about the disease is only to the public. Bio Biotech and the pharma company who 

now develops it knows the target and the potential value of this. We, as a part of the public, are unable 

to analyze if the attractiveness of the disease area is high or low. 

Strategic fit 
The CBO states that the strategic fit was essential, because of the novel science. In this case the shared 

strategic vision is important, because Bio Biotech needs to align what they want from this partnership 

with the pharma company.  

The other crucial thing for this partnership is that joint activities add value, which was the intention Bio 

Biotech had with this partnership. They have delivered their part of the activities and it is now the pharma 

company’s job to deliver their part and in the future commercialize it.  

The pharma company is active within infectious diseases, but compared to other areas in the company 

this is a small business area for them (Bio Biotech pharma partner, 2016). This questions the importance 

of the partnership for the pharma partner. Making a partnership and to a certain degree divesting this 

product makes sense for Bio Biotech since their focal area is in oncology and not infectious diseases, and 

by divesting they can focus on their specialty. Considering this, the partnership is not of strategic 

importance to any of the partners, which in the end limits the strategic fit.  

Bio Biotech is no longer involved in the product development, which further underlines that this product 

is far from Bio Biotech’s core competencies. The full development and commercialization is at the pharma 

company and Bio Biotech now collects milestone payments and potential royalties in the future.  

Based on the interview with the CBO (2016) the strategic fit is limited. 

Within-case analysis 
According to our model Bio Biotech did not have adequate cash nor resources or capabilities to continue 

development of this drug themselves. This means that if they have products in the pipeline they should 

make a partnership which also was their decision.  

Bio Biotech seems to have followed the model and they have not just attracted any partner, they have 

attracted a partner with the resources they were looking for. It is for us difficult to say whether the pharma 

company really has the needed resources and capabilities, because they only have two other products in 

infectious diseases, and they would be able to close down this part of their business with relatively limited 

costs.  
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The  strategic fit with the partner is limited and they only have two other products in infectious diseases 

besides the Bio Biotech product. It would be easier to close down this department compared to their 

other main franchise and the importance of this partnership is therefore limited for both partners.  

Tellarite  

 

Figure 6 - Model path for Tellarite 

Bio Biotech discovered some targets within the Immuno-Oncology area, which is therapies that works by 

activating the immune system that recognizes and destroys e.g. cancer cells in the body (European Cancer 

Patient Coalition, 2016). Shortly after the discovery of these checkpoints a big pharma company was in 

2016 ready with an upfront payment exceeding 100 million dollars and a total deal value that exceeds 1 

billion dollars (Bio Biotech, 2016b).  

The partnership was made in 2016 and requires Bio Biotech to do the initial preclinical and phase I study. 

The pharma partner will after a successful phase I study take over and do the late stages of development 

and commercialize the product (Bio Biotech, 2016b).  

We have decided to look at this project from the initiation of the partnership in 2016, because it is 

interesting to investigate if Bio Biotech could have done the early phases themselves and thereby 

increased the value of the project before making the partnership. 

Cash 
Bio Biotech have not delivered their financial results for 2015, because their financial year does not follow 

the calendar year. The cash position is therefore difficult to estimate since Bio Biotech raised money in 

the late 2015 (MedWatch, 2015).  
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With that being said an oncology-immunomodulation phase I trial is set to cost from 4.5 to 6.6 million 

dollars (U.S. Department of Health & Human Services, 2014). With having raised capital in late 2015 there 

should be adequate capital to perform such a study. This cash infusion could be allocated to other 

projects, and not to this inexpensive trial, so it becomes a question about prioritization.  

The CBO is of another opinion, because the CBO clearly states that they chose the pharma company 

because of the big upfront fee they was offered which was necessary to continue developing not only this 

product but also other products in the pipeline (CBO, 2016).  

This creates a dilemma, because it looks like Bio Biotech potentially had the money, but they had allocated 

them to other projects. 

We therefore conclude that Bio Biotech did not have adequate cash to take the project further, because 

the money in the company was allocated to other projects. 

Resources and Capabilities 
The press release announcing the partnership actually states that Bio Biotech have capabilities within this 

area. We assume that they should be able to conduct the preclinical development and phase I trials 

themselves because they have done so with other projects (Bio Biotech, 2016a).  

The CBO (CBO, 2016) explains that the pharma company does not have the early development capabilities 

as Bio Biotech has and the upfront payment should be able to fund the preclinical and phase I study that 

Bio Biotech would conduct in-house.  

We therefore assume that Bio Biotech had adequate resources and capabilities for the preclinical and 

phase I study.  

Attractiveness of Disease Area 
In this case it is difficult to estimate the attractiveness of the disease area, since the partnership includes 

six targets within the different disease areas.  

The CBO (2016) states that the products are in a highly competitive environment which is one of the 

reasons for them to do a partnership. The fact that it is a highly competitive environment decreases the 

attractiveness of the disease area.  

This analysis is not as elaborate as it should be due to limited information. Since the competition is said 

to be fierce we conclude the attractiveness of the disease area is low. 
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Strategic Fit 
The CBO states in our interview “The Pharma company does not have the deciding vote on anything in the 

collaboration” (CBO, 2016). We believe this is worth noticing, because the pharma partner paid more than 

100 million dollars upfront.  

The CBO states in our interview that the upfront payment in cash was so high that they could not turn the 

other offer down, because this payment could fund this and other projects. Did Bio Biotech really see a fit 

with the pharma company? Probably not entirely, because they state that other companies would be able 

to provide stronger capabilities, which is underlined by the fact that the pharma company have not 

commercialized a single product in their oncology franchise. 

There might be a shared strategic vision and this partnership is important for both partners, but it is not 

crucial for either of the companies and it can be questioned if the pharma company really have the 

capabilities to take these potential products to the market. The joint activities might not add the 

significant value for this project. As we know other companies had stronger capabilities within this area 

of expertise and the joint activities would therefore be able to add more value with another partner.  

We therefore conclude that there is not a strategic fit between the companies.  

Within-case analysis 
We concluded that Bio Biotech did not have enough cash, but they had resources and capabilities 

available. The attractiveness of the disease area is considered low and they chose a partner that did not 

have a strategic fit. Our model suggests that they continue alone and raise cash on the capital markets. 

This would enable them to do the preclinical and phase I themselves and potentially increase the value of 

the drug. Why did Bio Biotech choose the specific pharma company? 

The answer is: The price offered. 

The cash offer was simply to compelling to turn down. Our model suggests that they should choose a 

partner if they had a strategic fit, which they did not have with this partner. If they could not find a partner 

with a strategic fit they should have continued alone and obtained capital according to our model. Bio 

Biotech had the possibility to choose another partner with a strategic fit, but they did not offer the same 

amount of money as this partner. In this case an offer from a strategically fitting partner was overruled by 

a higher bid from a less strategically fitting partner. In this case Bio Biotech values the cash higher than 

strategic fit. If strategic fit is important, which we argue in this thesis, this is a short term decision rather 

than a long term decision. Our model does not consider the factors to be weighted, but they are seen as 
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equally weighted factors in the model. This possess limitation to the model, but does not suggest that 

strategic fit is not important. Bio Biotech thought that this cash infusion was more important than the 

strategic fit. 

Since the disease area attractiveness is not within their core business this decision could be beneficial for 

Bio Biotech and they are able to use the money on their core business. 

Bio Biotech obtained a large cash infusion that was able to fund this project and other projects. The 

disadvantage is now that they are tied to a partner who does not have a strategic fit and another partner 

could potentially have better capabilities. They have tried to cover this by securing that the pharma 

company does not have a deciding vote on anything in the partnership.  

An alternative way Bio Biotech could have handled this was to allocate some of the money from other 

projects to do the preclinical and phase I study within Bio Biotech and then look for a potential partner 

after phase I. Good results from phase I would increase the value of the potential products and this could 

have provided them with an even better deal and a partner with a better strategic fit than the current 

one. 

Piefling 

 

Figure 7 - Model path for Piefling in both 2012 and 2016 

Piefling is a drug candidate which was licensed to a big pharma company in 2012 (Bio Biotech, 2012b). 

The partnership was terminated in late 2014 and Bio Biotech regained the rights to the compound in 2015 

after the pharma had done an assessment of their pipeline (FierceBiotech, 2015a). The potential drug is 

currently in phase IIb investigating efficacy in metastatic colorectal cancer and Bio Biotech now does the 

clinical trials alone (Bio Biotech, 2015a).  
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This partnership is interesting to analyze at the point in time when they initiated the partnership in 2012 

to check if the model would also have suggested a partnership. It is also interesting to analyze from the 

current point in time, because they will soon finish the phase IIb trial and want to start a phase III study. 

We have therefore investigated it in both 2012 and 2016. 

Cash 
The CBO states that the company needed cash to move on with this project and take it to phase II trials in 

2012 (CBO, 2016). The cash position at the end of 2012 was less than 2 million USD and therefore not 

sufficient to cover a phase II trial (Bio Biotech, 2012a; U.S. Department of Health & Human Services, 2014). 

In January 2011 they received a cash infusion by their investors, and this could cover the start of the phase 

II trial (Bio Biotech, 2012a) and some of the money were allocated for the startup costs for the phase IIa 

trial.  

In 2016 the situation is different and with the capital infusion in 2015 money is allocated to complete the 

phase IIb trial when the big pharma company is no longer involved. It is difficult to say if they have enough 

cash to perform the phase III clinical trials alone, but we assume they do not because of the cost.  

We conclude that they did not have adequate cash to complete the phase II study in 2012 and the phase 

III study 2016.  

Resources and Capabilities 
At the end of 2011 Bio Biotech initiates the clinical trials alone, and this seems to be a bold move, because 

we would not expect them to have the adequate resources or capabilities for a phase II trial. They have 

never performed a phase II trial and it is the first time they enter this uncharted territory.  

The CBO also highlights that the pharma partner had experience and the downstream capabilities as for 

example production facilities that could take this project further, and she describes it as a perfect partner 

for Bio Biotech (CBO, 2016).  

In 2014 Bio Biotech moved to a new headquarter, where they should be able to produce antibodies, and 

they were therefore able to move on with the phase II trial without the pharma company. After the 

completion of a phase II trial they would still need to complete the phase III trial which they have never 

done before, which requires substantial clinical trials capabilities they do not possess.  

We conclude that Bio Biotech did not have adequate resources and capabilities to take the project through 

phase II in 2012 or phase III when that time comes.  
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Attractiveness of Disease Area 
It was in 2015 estimated that 93.090 Americans would be diagnosed with colorectal cancer which makes 

it one of the most common types of cancer (Amercian Cancer Society, 2015). Colorectal cancer can be 

cured by removing the tumor and then treated with chemotherapy (Medscape, 2016b). The cancer can 

also be metastatic, which is when the cancer has spread outside the tumor and to other parts of the body. 

Bio Biotech wants to operate in the metastatic area, because they believe their product can extend 

survival time for the patients.  

The annual reports from Bio Biotech states that there are currently three competitors which are Erbitux® 

and Vectibix® that have combined sales of 2.1 billion USD in 2010 and the new therapy Stivarga® which 

had annual sales of 313 million EUR in 2015 (Bio Biotech, 2012a; IHS, 2016; MedWatch, 2015).  

Threat of new entrants 
The threat of new entrants is interesting, because this disease area only has three competitors and a lot 

of patients fail on traditional therapies which increases the attractiveness (Bio Biotech, 2015b). There are 

currently 707 ongoing clinical trials for colorectal cancer which is a lot more than the average of 46 clinical 

trials per disease (Clinicaltrials.gov, 2016). The threat of new entrants are therefore considered to be high. 

Bargaining power of buyers 
Since there are few existing treatments and the efficiency of these treatments are low the bargaining 

power of buyers is low, because there is an unmet medical need. A new efficient drug would most likely 

also be able to change the treatment guidelines, because the current therapies are not that sufficient (Bio 

Biotech, 2015b). 

Threat of substitute products and services 
The threat of substitute products or services is low. Normally the disease is discovered quite late and 

physicians need to remove a big tumor from the patient. If physicians could discover the tumor earlier on 

they might be able to remove it before the cancer has spread to the rest of the body. A new way to 

diagnose the colorectal cancer could heavily influence this. The need for the treatment with Erbitux®, 

Vectibix® and Stivarga® would then be substituted by having the tumor removed earlier on, but so far 

there are no substituting products and the threat is low.  

Rivalry among products 
The rivalry among products is present, but it is few products competing and there are no efficient generic 

products in the competition. A more effective treatment could change this environment. We therefore 

consider the rivalry among the products to be low. 
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The analysis above highlights that it is only the threat of new entrants that is high, and we conclude that 

the attractiveness of the disease area is high. 

Strategic Fit 
In 2012 the strategic fit with the pharma company is by the CBO highlighted to be a perfect match. The 

CBO states the pharma company had the right downstream capabilities and they knew how to bring 

Piefling from development to the market (CBO, 2016).  

There was a shared strategic vision for the product, but they might lack strategic importance and mutual 

dependence. While this drug is important for Bio Biotech the pharma company also have another product 

in development in this indication and the partnership is most likely not as important to them as it is to Bio 

Biotech (Bio Biotech pharma partner 2, 2016; CBO, 2016). The fact that the pharma company already had 

a product in development in the same indication could lead them to focus primarily on their own product. 

Even though the CBO states that the pharma company had the right capabilities the strategic fit might be 

limited.  

Within-case analysis 
In 2012 Bio Biotech did not have adequate cash and they did not have adequate resources and capabilities 

to develop Piefling. They had products in the pipeline and they decided to make a partnership. This is the 

same solution our model would suggest. The pharma company they choose as partner was by Bio Biotech 

seen as the best possible partner. The fact that the pharma company already had a product in the pipeline 

has probably not been beneficial for Bio Biotech, because if the pharma company really believed in the 

product they would probably not have terminated the partnership with Bio Biotech based on a pipeline 

review as they did. Our model does not consider the strategic fit when you do not have cash or capabilities, 

because it is necessary for a company to make a partnership despite the lacking strategic fit if they do not 

have cash or capabilities. The strategic fit is still relevant if there are more than one potential partner and 

if Bio Biotech had this they might have increased their chances of success with another partner that would 

have a strategic fit.  

In 2015 Bio Biotech regained the rights to the potential product and they expect phase II results in 2016. 

Depending on the outcome of these results the company will consider how to move the product forward 

(CBO, 2016).  
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In 2016 the situation is the same. They do not have cash to take this product through phase III and they 

do not have the capabilities or the salesforce to commercialize. Bio Biotech should therefore be on the 

lookout for a partner, which can be difficult after the pharma company terminated the relationship.  

The CBO states that they will consider their opportunities after the end of phase II (CBO, 2016). Since we 

estimated that they do not have cash to go through phase III and do not have the resources and 

capabilities they should according to our model find a partner. It is difficult to say who the partner should 

be, and the earlier terminated partnership might limit the potential partners. Bio Biotech should 

remember that this is a crucial product for them, and it should be the same for a partner, so they do not 

end up in a partnership like the last one. 

Cross-case analysis 
Hereby an overview of the cases and our analysis: 

Bio Biotech Eladrin Tellarite Piefling (2010/2016) 

Realized strategy Partnership Partnership Partner/Will be decided 

after phase II 

Cash No No No/No 

Resources/Capabilities No Yes No/No 

Attractiveness of 

Disease Area 

Unknown, could be 

more than one area 

Low High/High 

Strategic fit Yes, based on the CBO No Limited/No partner 

Pipeline  Yes Yes Yes 

Suggested strategy Partnership Continue alone + 

capital 

Partnership/Partnership 

Table 5 - Model path for Bio Biotech 

Cash 
The three cases all indicate a need for cash in order to bring the projects further. This is primarily 

highlighted by the CBO and the annual reports from the company. Bio Biotech have over the years raised 

a lot of cash from their investors, and this cash has primarily been used for R&D (Bio Biotech, 2015b). The 

R&D can be used to both discover new products or develop the existing products. The CBO always state 

that there is a lack of cash to continue with the projects and this was the reason to do partnerships. (CBO, 

2016). This could be because the cash they have on hand is used to discover new compounds and not 
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further develop the ones they have discovered and prioritization within the company therefore plays a 

significant role.  

The cases highlights the struggle of having insufficient cash as a biotech company and how to get cash 

through partnerships. 

Resources and Capabilities 
It is worth mentioning that there have been around 100 employees in the years we have investigated the 

company and that these people definitely are a resource to the development of their potential drugs. 

Despite this, it is only in the Tellarite case where we state they have the resources and capabilities to 

actually take the product on to the next phase alone. We therefore believe they should have continued 

the Tellarite project alone and performed the preclinical and phase I study alone, because that could have 

increased the value of the project. Bio Biotech chose the cash and the offer they received was too 

compelling for them to turn down.  

The CBO states that the partner on the Eladrin case had the capabilities to commercialize Eladrin and that 

was why they licensed it. Eladrin was furthermore within the infectious disease area, which is not the 

primary focus of Bio Biotech. The perfect match in the Piefling case was primarily based on the resources 

and capabilities and this was probably the decisive factor, but even though that was considered good by 

the CBO the partnership was terminated. The termination of the partnership could be due to the fact that 

the pharma partner had another product in their pipeline and the strategic fit was therefore limited. The 

partnership was in this sense more valuable to Bio Biotech than to the pharma partner. This highlights the 

importance of a thorough analysis of the strategic fit before entering a partnership.  

The cases highlight a strong resource and capability focus from Bio Biotech when they do a partnership 

except for the Tellarite case, where the focus was on the cash. This focus shows that they acknowledge 

that they lack resources and capabilities, and search for the missing resources and capabilities in their 

partners in order to continue with the develop of their products. This shows that resources and 

capabilities are essential when doing a partnership and an important factor in the model.  

This seemed to have been a clever move, but it must not stand alone, because if the partners are not 

aligned strategically we believe there is an increased probability for the partnership to fail. 

Attractiveness of Disease Area 
The attractiveness of the disease area is mainly about the competitors, and besides the Piefling case we 

have limited knowledge about the disease areas and both the Eladrin and Tellarite cases are likely within 
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attractive disease areas. This is a problem for this analysis, since it will make a difference for Tellarite if 

the disease area attractiveness is high or low. 

Since both Bio Biotech and the pharma companies know the disease area they are able to judge whether 

the attractiveness of the disease area is high or low and they might disagree in our analysis. Based on the 

interview with the CBO the competition was a central focus, which it also should be, but it would be 

beneficial for Bio Biotech to look into the other parameters that we have described in the attractiveness 

of the disease area. With that being said the data in the Bio Biotech cases does not provide a solid 

foundation for discussing whether disease area attractiveness is a valid factor in the model. We do not 

know enough about the disease areas to analyze this properly. 

Strategic Fit 
The CBO states that there is a strategic fit in both the case of Eladrin and Piefling, while it could be better 

in the Tellarite case.  

Our investigation does not suggest the same, because the Piefling case suggests that the strategic fit is 

not as optimal as the CBO thinks. The two companies are not mutually dependent. This concern is 

confirmed by the fact that the pharma company in the Piefling case have their own product in the pipeline 

and they are not dependent on Bio Biotech the same way that Bio Biotech is dependent on them. Looking 

back Bio Biotech should have investigated the strategic fit better, and eventually found a partner with a 

better strategic fit. The strategic fit was not part of the model path for the Piefling case, because the 

company did not have cash nor resources or capabilities. They therefore needed outside help, in order to 

continue development, even if the outside help did not have a strategic fit. We also claim that Bio Biotech, 

if they had the option, should choose the partner with the best strategic fit. This highlights the importance 

of strategic fit, but in this case Bio Biotech had to take the chance with this partner, because they were 

not able to develop the product alone. 

Summary 
The fact that Bio Biotech have been constrained on cash have almost made it clear that they needed 

capital in order to proceed with their pipeline and add further to the pipeline. They have funded the future 

operations via investors and partnerships. So far, they have one terminated partnership and two ongoing. 

The Piefling case where the partnership was terminated could potentially have been avoided if they had 

focused more on the strategic fit, but strategic fit is actually not a part of the model path for Eladrin.  
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All the cases have shown that cash is a prerequisite in order to progress with development of projects in 

the pipeline. The cases have shown that Bio Biotech have created partnership in order to get cash and 

finance their projects. 

Resources and capabilities have been an integrated part of Bio Biotech when they have evaluated 

potentials partners and they have acknowledged that the needed a partner who had the resources and 

capabilities that they lacked themselves. 

The attractiveness of the disease area have been unable to validate through these cases since two of the 

cases do not have information about this.    

The strategic fit has been investigated in the sense that is was not considered carefully enough by Bio 

Biotech in the Piefling case which was reason for the termination of the partnership. The Tellarite case 

shows that Bio Biotech preferred cash over the strategic fit which we find to be a short term decision. The 

Eladrin case shows a strategic fit which the CBO stated was important due to the novel science.  

Onxeo 
Onxeo is the result of a merger of the French company BioAlliance Pharma and the Danish company 

Topotarget in 2014. Both companies had before the merger a focus on development of treatments within 

oncology and hematology, and the strategy today is to develop orphan oncology products.  

Onxeo has around 60 employees situated in both Paris and Copenhagen. Onxeo states they have their key 

expertise within preclinical and clinical development as well as within areas of regulatory affairs, strategic 

and medical affairs, business development, quality assurance, intellectual development and intellectual 

property (Onxeo, 2016e). 

The company currently focuses on three products, which are the subcases in this case study (Onxeo, 

2016a): 

 Livatag® is in phase III and focus on liver cancer, which Onxeo actively has chosen to run by 

themselves.  

 Validive® has just completed phase II and Onxeo currently seeks a partner who wants to co-

develop this product with them. 

 Beleodaq® is currently marketed in USA by a partner and a phase III trial is planned as a post 

marketing requirement from FDA. 
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Onxeo would consider bringing Validive® and Livatag® to the market in Europe and USA, and they believe 

these drugs are meeting an unmet medical need. Beleodaq® is now on the market in the USA and it should 

in the future become available on the European market. This strategy should enable Onxeo to benefit 

from the products in the whole world (Onxeo, 2016a).  

Onxeo has two products that are marketed in different parts of the world (Onxeo, 2016d).  

 Loramyc® against fungal infection in mouth and throat, and this product is marketed through 

partnership agreements, with different partners on each continent.  

 Sitavig® against Herpes labialis known as cold sores, and the product is marketed or will be 

marketed through different partnerships in USA, Brazil, Italy, South Korea and Israel. 

Onxeo states that these products have been successful and should contribute to fund development 

projects in Onxeo. 

We contacted Dr. Elisabeth Carstensen who is director of alliance management and she was able to 

provide more detailed information on the partnerships for the three products (Carstensen, 2016). 

As in the other interviews we asked Dr. Elisabeth Carstensen some general questions about partnerships 

to set the scene and these were her answers (Carstensen, 2016): 

What are the main reasons to do partnerships?  

 Cash. 

 Knowhow. 

 Validation of your product towards other partners and investor community. 

What are the main reasons to go alone? 

 You get the full profit margin. 

 But within the field of orphan drugs, smaller companies have an opportunity to manage the full 

development alone. 

What other considerations do you have on partnerships? 

 Partnership is a good strategy instead of building up a salesforce by yourself, which I know from 

experience, can be very expensive, if you do not have a range of products in the reps’ bag. 
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 The strategic fit of our product and the partner’s pipeline is very much looked upon when we 

consider a partnership.  

 The in-house resources in a big pharma company are important when selecting a partner.  

 It is easier to take a drug through phase I, II and III yourself, if you have the money, as you do not 

need to agree with your partner on the development path. 

Livatag® 

 

Figure 8 - Model path for Livatag® 

Livatag® is developed for the treatment of primary liver cancer (Hepatocellular carcinoma). The 

technology in this drug allows it to be able to bypass the mechanisms of multidrug resistance developed 

by the tumor cells. The phase II study showed increased survival time of two months compared to current 

best standard of care, and Livatag® has obtained orphan drug status in both Europe and USA which in 

Europe is provided to drugs that affects less than 1 out of 2000 citizens and in the USA affects less than 

200.000 citizens in USA (EURORDIS, 2014; FDA, 2016b; Onxeo, 2016c).  

Livatag® is now in phase III and Onxeo has actively chosen not to pursue a partnership, because they 

believe they are able to do the phase III study themselves (Carstensen, 2016). Our case will take its starting 

point where the phase II study ended and investigate if our model also would have suggested them to go 

alone and perform the phase III trials themselves. Livatag® initiated phase III trials in May 2012 and it is 

still ongoing (BioAlliance Pharma SA, 2012). The analysis starts in 2012. 
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Cash 
The U. S. Department of Health & Human Services (2014) states in their investigation that a phase III study 

in the oncology area costs 22.1 Million USD to perform and conduct. We did not ask Dr. Carstensen about 

the costs for this study, but we assume it will cost the average of 22.1 million USD.  

At the end of the financial year 2013 Onxeo had a cash position of 11.3 million Euros and limited income 

from their two products on the market (Onxeo, 2014), and therefore not enough money to both run the 

business and perform the clinical phase III study without a cash infusion. They did therefore not have 

adequate cash when they initiated phase III. 

Resources and Capabilities 
The resources and capabilities are difficult to obtain knowledge about, because of the two companies’ 

merger in 2014. But a press release about the merger states that BioAlliance’s key competencies were 

within identifying, developing and registering drugs, while Topotarget’s dedication was to clinical 

development and registration of oncology products (Topotarget, 2014). This indicates that BioAlliance at 

the time they initiated the study did not have adequate resources and capabilities to do this clinical trial. 

They later obtained some of these resources through the merger with Topotarget, but that was two years 

after phase III was initiated. We therefore conclude that they did not have adequate resources or 

capabilities to do this on their own when they initiated the clinical trials.  

Attractiveness of the disease area 
Primary liver cancer has three primary treatment options, which is a liver transplant, chemotherapy or 

embolization and all of these options have several side effects (cancer.org, 2016). There is one approved 

drug that can prolong the life of the patient by inhibiting the specific enzyme that increases the growth of 

cancer cells (DLI, 2016a). The competition is therefore from one drug and substituting treatment. Dr. 

Carstensen (2016) furthermore states in the interview that there is competition in the disease area. 

Threat of new entrants 
The threat of new entrants is considered high since there is currently only one drug that can prolong the 

life of the patient. Besides that, the other treatments available are not considered to be optimal 

(cancer.org, 2016). Furthermore, there are 469 studies ongoing in primary liver cancer, and there are 

therefore many players who are active within this field (Clinicaltrials.gov, 2016). 
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Bargaining power of buyers 
The bargaining power of buyers is considered low since the current treatment is far from optimal and a 

new drug with increased efficacy would have substantial impact on the patient’s life and thereby the 

market (cancer.org, 2016).  

Threat of substitute products 
The threat of substitute products and services is high in this case, since patients are able to get liver 

transplants if there is a donor. Chemotherapy and embolization is currently also treatment options if the 

patient is not eligible to having a liver transplant. Livatag® will compete with them and it would need to 

show significant increased survival in order to be the preferred treatment.  

Rivalry among products 
The rivalry between products is considered low since Livatag® could be the second product within this 

indication.  

Based on the indicators mentioned above the attractiveness of the disease area is considered to be high. 

Strategic fit 
The fact that there are 469 studies in progress concerning primary liver cancer shows that there is a big 

interest in this area, and big pharmaceutical companies as Pfizer, Novartis and AstraZeneca are involved 

in this area (Reseach and Markets, 2015).  

This means that there are companies who probably share the same vision as Onxeo (at that time 

BioAlliance). Despite that strategic fit is not part of the model path for Livatag we still claim that they 

should choose the partner with the best strategic fit and with the many companies involved in the disease 

area it should be possible to find one. 

A key thing to keep in mind for a partnership would be the strategic importance for Onxeo, who believes 

this drug is a potential blockbuster and therefore value the asset extremely high. This should be reflected 

in the partnership and Onxeo should find a partner who sees the same great potential and acknowledges 

the importance for Onxeo. 

Within-case analysis 
The fact that Onxeo (or BioAlliance) had limited cash, limited resources and capabilities suggests that 

Onxeo made a wrong decision when they continued alone if our model was applied. They should according 

to our model have pursued a partnership with a partner who had the capabilities to develop the drug and 

potentially market the product.  
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In order to capture most value they have continued with the development alone because they believe 

they possess the needed cash and capabilities to do so. We do not find evidence that they have the needed 

cash and capabilities to do so, and this is probably one of the reasons why this trial has taken almost four 

years without any results.   

If our model is true they would have benefited from a partnership, because a partner would have done 

the phase III trial faster, and they would have the cash and the resources and capabilities to complete the 

phase III trial. This shows the importance of the right resources and capabilities and the effect it can have 

on development time. 

If they are able to complete the phase III trial themselves the value of the drug will be higher if the clinical 

data is as good as they expect.  

Validive® 

 

Figure 9 - Model path for Validive® 

Validive® is a tablet that patients with head and neck cancer can be prescribed in order not to develop 

oral mucositis, which is an inflammation in the mouth and throat that can cause intense pain. Onxeo states 

that 80-100% of the patients treated with chemotherapy or radiotherapy against head and neck cancer 

will develop oral mucositis (Onxeo, 2016c).  

Validive® was granted orphan drug status in Europe and received a Fast-Track status by FDA, which Onxeo 

assumes enhances the value and recognition of the drug (Onxeo, 2016c).  

At this point in time, Onxeo is searching for a partner to take the drug through phase III and afterwards 

commercialize it.  
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Cash 
Due to the lack of Orphan Drug status in the US, two phase III trials needs to be performed. Dr. Carstensen 

(2016) states that Onxeo needs a partner to perform these trials. Onxeo has evaluated that they cannot 

perform two studies alone for two reasons. They do not want to take the full investment alone and they 

do not have the cash to do it. The cash position at year end in 2015 was 33,6 million Euro and Onxeo had 

a cash burn of 25.7 million Euro in 2015 (GlobeNewswire, 2016; Onxeo, 2016b). With a recurring revenue 

just short of €3m we conclude that there is not adequate cash to progress on this project.  

Resources and Capabilities 
Dr. Carstensen states that Onxeo from a resource and scientific capability point of view would be able to 

do the rest of the development themselves and thereby the phase III study on their own. They would as 

most biotech companies, and even pharma companies, do, use third party vendors, so called CROs 

(Clinical Research Organizations) to insource resources and capabilities they miss in order to perform the 

clinical studies themselves. Since they do not have sufficient cash to buy these resources they do not have 

adequate resources and capabilities.  

Attractiveness of disease area 
To the question about the industry’s attractiveness Dr. Carstensen (2016) explained that she does not see 

the competitive environment to be very tough. The difficult thing for Onxeo is to set up a sales department 

to market the drug worldwide, and this is one of the reasons why they search for a partner. We will dig 

deeper into the attractiveness below. 

Threat of new entrants 
The threat of new entrants is considered high since there is currently not a treatment approved for the 

disease, and only one treatment is found to significantly reduce the effect of oral mucositis (Medscape, 

2016a). On the other hand there are only 22 clinical studies investigating mucositis, which is below the 

average of 46 across disease areas (Clinicaltrials.gov, 2016) and since the treatment with Kepivance shows 

significant results on oral mucositis this reduces the threat of new entrants.  

Bargaining power of buyers 
The bargaining power of buyers is considered low since there is only one existing treatment. The price of 

the product can affect the treatment guideline, but since there is only one competitor a new effective 

product should be able to take market shares in this disease area.  
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Threat of substitute products and services 
The threat of substitute products and services is low in this case, since we are not able to find any 

substituting products for this disease that is not a drug. It is though possible that the disease can be limited 

if patients obtain good oral care throughout the cancer treatment (Medscape, 2016a).  

Rivalry among products 
The rivalry between products is considered low since there is only one product available for this disease 

and this disease area will be interesting for a drug that can improve efficacy for the patients. 

Based on what is mentioned above the attractiveness of the disease area is considered to be high. 

Strategic fit 
The strategic fit seems essential in this case, because Onxeo is clear about what they want to do with this 

product. They want to find a partner who is able to do two phase III trials and are able to do the 

commercialization of the product.  

The first important thing here is to get the clinical trials to show the effectiveness of the drug and obtain 

this effectiveness in both studies. As we still assume that this is based on good science, Onxeo should find 

a partner with experience in this field. Few pharma companies have this as a specialty, so Onxeo should 

find a partner with high experience within supportive care, who should be able to do this study fast and 

efficiently. This is naturally easier said than done and Onxeo currently awaits the right partner with the 

same shared strategic vision, so that they can co-develop the product and the partner can commercialize 

the product. 

A point worth highlighting is that the model suggests Onxeo to make a partnership even though they are 

not able to make a partnership with a strategically fitting company, but such a company is of course 

preferred. However, according to the model it is critical that Onxeo still chooses a partner that has the 

capabilities to take the drug through the clinical trials. 

Within-case analysis 
The fact that Onxeo does not have adequate cash and does not have adequate resources to continue 

alone, suggests that Onxeo should try to find a partner according to the model. This is also what Onxeo 

have chosen as their strategy, and it is in alignment with the model. This highlights that Onxeo are aware 

of the fact that it is critical to have cash and resources and capabilities in order to continue the 

development.  
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Validive® is currently on hold until they find a partner. This make us question the science of the product, 

because if the science is good we believe that there would be a potential partner that would like to 

develop this product. If the product is bad science they will likely not be able to find a partner who will 

pay for the phase III studies and the value of the asset is limited.  

The future for this product is exciting and Onxeo seems to be aware of the fact that it is essential to find 

the partner who can do both phase III studies and the commercialization in order to get return on 

investment. 

Beleodaq® 

 

Figure 10 - Model path for Beleodaq® 

Beleodaq® (belinostat) is a product that has been developed to treat Peripheral T-Cell Lymphoma (PCTL), 

which is a rare blood cancer disease. The development was initiated by Topotarget, but after signing a 

license and commercialization agreement with Spectrum Pharmaceuticals (US) in the first quarter of 2010 

during the clinical phase II, the development has been led by the partner. The partnership was a 

partnership with commercialization rights for North America (including Mexico), India and an option for 

China. Spectrum Pharmaceuticals paid $30m upfront, and the deal included milestones that could exceed 

$350m, double-digit royalty payments and 1m shares in Spectrum Pharmaceuticals, worth approximately 

$4.6m. In addition to this, Spectrum Pharmaceuticals is to pay 70% of the clinical trial costs(The Pharma 

Letter, 2010). Belinostat is currently being commercialized on the US market by Spectrum Pharmaceuticals 

since summer 2014. 

In the following, we will go through the elements in the model, to find out what the model suggests the 

company should have done.  
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Cash 
According to Dr. Carstensen, Topotarget did not have enough cash to complete the clinical phase II trial 

that was in progress at the time of initializing the partnership. Therefore we conclude that the needed 

cash to continue the development was not sufficient at the analyzed point in time (Carstensen, 2016).  

Resources and Capabilities 
According to Dr. Carstensen Topotarget had sufficient capabilities to complete the clinical trial. When the 

partnership was initiated, the phase II trial had already started, but the needed resource was cash. We do 

not dig deeper in to whether it is true that they had adequate resources and capabilities for the clinical 

trial (Carstensen, 2016).  

Attractiveness of disease area 
There are two main classifications of 

Lymphomas: Hodgkins’s lymphoma and non-

Hodgkins’s lymphoma. PTCL is a sub-type of the 

non-Hodgkin’s Lymphoma, and the PTCL 

accounts for 15-20% of the non-Hodgkins 

lymphoma in incidence1 (Lymphomation.org, 

2014). In Figure 11 we have outlined where 

PTCL is placed among other cancers.  

The outlook for PTCL after first relapse2 is quite depressing. A study found that the median overall survival 

of the full investigated cohort (N=1539 was 5.5 months, whereas the median overall survival for patients 

who have received chemotherapy (N=89) was only marginally better at 6.5 months (Mak et al., 2013).  

Threat of new entrants 
At the time of the partnership there was only one other product approved for relapsed PTCL, which was 

Folotyn (pralatrexate), but there were four other common chemotherapies being used. As mentioned 

before, the chemotherapies have very limited effect, and Folotyn (paraltrexate) has not demonstrated 

any overall survival time (Spectrum Pharmaceuticals, 2016).  

                                                           
1 Incidence: Number of patients diagnosed per year. This is significantly different from prevalence which is the 
number of total diagnosed patients living with the disease.  
2 A relapse is the return of disease or signs of symptoms after a period of improvement.(National Cancer Instititue, 
2016) 

Figure 11 Basic table to show the classification and incidence of 
PTC. Incidence is in brackets. (Cancer Statistics Center, 2016; 
Lymphomation.org, 2014) 
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Folotyn was the first product to be approved for PTCL, since the existing chemotherapy treatments are 

used more generically for a wide array of cancers. Folotyn (pralatrexate) was approved in 2009, and in 

2011, during the phase II study of belinostat, Istodax® (Romidepsin) was approved. With the approval of 

Beleodaq® (belinostat), currently three products are approved and commercialized in the US for PTCL. 

Notice, that no products are currently approved for the treatment of PTCL in EU. All three products are 

approved in a relapsed setting, meaning that they will be used after another treatment has been given 

and the condition progresses. We consider three treatment options, where some were approved after 

the point in time where we conduct this analysis, as a relatively low number of existing products, which 

led to higher threat of new entrants.  

All products were quite new in 2010 and would not lose any exclusivity in near future.  

We use a proxy for the number of new products in development, namely the number of ongoing clinical 

trials. The average number of ongoing clinical trials for an indication is 46, and the number of trials at the 

time of the analysis (= start of partnership with Spectrum) was 34 (Clinicaltrials.gov, 2016). This means 

that there is a relatively low number of new products in development.  

Overall, it seems like the threat of new entrants is relatively high compared to other disease areas. 

Bargaining power of buyers  
As we have already mentioned PTCL is not an indication with a lot of efficient treatments. This makes the 

bargaining power of buyers low.  

Threat of substitute products or services 
Radiation therapy is mostly used in first line treatment3, often combined with chemotherapy (Leukaemia 

Care, 2014), and also stem cell transplantations are used (Lymphoma Research Foundation, 2015). 

Otherwise, we could not find any other products or services that can substitute pharmaceutical products. 

It is also unclear whether these alternative treatment options are complementary or substitute products. 

Therefore, we regard the threat of substitute products and services as low.  

Rivalry between products 
There are only two other products specifically approved for PTCL but some chemotherapy agents are also 

used to treat in second line. Because of the small amount of products we regard the rivalry between the 

products as low.  

                                                           
3 The first treatment a patient receives after diagnosis  
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We have many factors that indicate that the attractiveness is high. The rivalry is low, the threat of 

substitute products and services are low, bargaining power of suppliers is low. The only thing that is high 

is the threat of new entrants. Therefore, we find that the disease area’s attractiveness is high.  

Within-case analysis 
According to our model, Topotarget should have continued alone and gotten cash from the capital 

markets, if the product would be commercialized after phase III. 

The case of Beleodaq® was a bit unusual because of the orphan drug status, which led to a marketing 

approval already after a pivotal phase II. We have found that Topotarget was capable of conducting the 

phase II trial, but not commercializing the product. The orphan drug status makes it possible to 

commercialize already after phase II. This means that a marketing organization should be in place already 

shortly after the phase II trial to utilize the full potential of the product. Acknowledging that Topotarget 

did not have the resources and capabilities to commercialize the product alone, the idea of making the 

partnership at phase II, actually does not contradict our model in this special case. Approval after phase II 

was not something Topotarget could rely on, sometimes the orphan drugs needs a phase III trial to be 

commercialized. If Beleodaq® was not approved after phase II our model would in hindsight not have 

suggested a partnership in phase II but in phase III. Now when Beleodaq® was approved after phase II, a 

partnership is exactly what our model would suggest – simply because the needed commercialization 

capabilities is moved to an earlier stage.  

The fact that the company cannot tell with certainty when the commercialization capabilities are needed, 

interferes a bit with our model. One of the foundations of the model is that the needed resources and 

capabilities can be mapped quite accurately, because the process is highly regulated, which enables the 

company to make long-term planning using the model. If it is unknown when the time an expensive 

resource to acquire or build like commercialization is needed it makes this planning less accurate. If 

Beleodaq® was not approved after phase II Topotarget may have been better off waiting until after phase 

II to make a partnership when the value of the product has increased.  

Cross-case analysis 
Hereby an overview of the cases and our analysis: 
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Onxeo Livatag® Validive® Beleodaq® 

Realized strategy Go alone Find partner Partner 

Cash No No No 

Resources/Capabilities No No Yes 

Attractiveness of 
Disease Area 

High High High 

Strategic Fit No partner  Searching for a partner Reasonable 

Pipeline Yes Yes Yes 

Suggested strategy Find partner Find Partner Continue alone + 
capital 

Table 6 - Model path for Onxeo 

Cash 
All the cases indicate that there is a need for cash and even though Onxeo has had cash constrain’s, they 

have managed to get capital for further developing their drugs. The primary focus for the company is still 

Livatag® and from what we can see many resources are allocated to this project, while Validive® is on hold 

until they find a partner who can take it further.  

The cash needed makes it difficult for Onxeo to continue all of their activities and this is why cash is 

included in the model, because cash is needed to continue activities. This is best illustrated by the way 

that they need to put development on hold, until a partner is ready to share the risk on this project and 

take it further. This cash constraint can in the end also hit Livatag® the same way it has now hit Validive®, 

because if Onxeo has burned all of their cash before they have results from the study, it could very likely 

damage them and their product.  

Resources and Capabilities 
It is only in the Beleodaq® case that Onxeo have the resources and capabilities to take this through to the 

next clinical phase alone, but the need to commercialize the product shortly after development created a 

need for a partnership. Dr. Carstensen also states that they are able to do it themselves in the Validive® 

case, but they would need external resources, such as CRO’s, to complete this phase and since they have 

limited cash to buy this knowledge, we believe they do not have adequate resources and capabilities to 

do this on their own. This highlights that resources and capabilities are important factors for Onxeo, and 

they must be in place in order to continue development of their product.  

The interview could have been more in depth regarding this area and have separated cash and capabilities 

better, because here we assume that they need outside resources. According to our research method, we 

could have structured the interview more and made them answer specific questions. Dr. Carstensen has 

been given the opportunity to read this chapter, and she agrees that the company for all studies and 
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projects would need to rely on external resources to conduct the trials, which would require cash, which 

at some given times in the life of the two individual companies has not been available in sufficient 

quantities.  

The Livatag® case shows that Onxeo was able to proceed with the study alone. This could be the case for 

Validive® as well, but the company would need cash in order to buy the resources and capabilities they 

need in order to continue with the project.  

Attractiveness of Disease Area 
All the products have obtained orphan drug status in either Europe, USA or in both regions. This does not 

necessarily highlight an attractive disease area, but the orphan drug status provides competitive 

advantages upon commercialization, but more importantly provides valuable development opportunities 

with respect to timelines and number of clinical studies to be performed. A lot of companies have been 

successful in orphan disease areas, because they are more protected as a company if they are able to 

develop a treatment that has a significant effect.  

The limited amount of competition is connected to the relatively small number of patients, but it is the 

strategy of Onxeo to focus on these small orphan diseases. There are some advantages that makes orphan 

diseases quite attractive. One is that the number of competitors are often limited, another is the 

regulatory incentives this designation gives. These are e.g. tax credit on clinical research, fast-track review 

by FDA and 7 years market exclusivity in USA and 10 years in EU (EMA, 2016a; FDA, 2013).  

Strategic Fit 
The strategic fit between the partner company and the biotech company is according to Dr. Carstensen 

especially considered with regard to the pharma company’s pipeline. Beleodaq® is the only product that 

has a partnership of the three products outlined above, and in that specific case the strategic fit with 

Spectrum Pharmaceuticals seems reasonable.  

The fact that Dr. Carstensen and Onxeo is focused on the pharma company’s pipeline when they do a 

partnership is most likely one of the reasons why they have not made a partnership with Validive® yet. 

They are waiting for the right partner to develop the product with them.  

Since two of the cases do not have a partnership and the last one is on a path in the model where strategic 

fit is not considered it is hard to draw conclusions about strategic fit from these cases.  
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Summary 
The Onxeo case highlights that sometimes a company has the faith to develop a product alone. The case 

of Livatag® is interesting, because according to our model, they should have made a partnership, but they 

chose to go alone.  

All the cases have considered that cash is a prerequisite in order to have continuous operations. 

All the cases have shown that resources and capabilities are necessary in order to develop a product and 

in since they do not have either cash nor resources or capabilities they are not able to continue 

development of Validive®. 

We not seen the impact of the attractiveness of the disease area in these cases, and we are unable to 

make conclusions based on this. 

We cannot draw any conclusion on the strategic fit since the products was on another path in the model. 

Genmab 
Genmab is one of the larger biotech companies only focused on research and development. It was 

founded in 1999 and according to their annual report of 2015 they have 186 full time employees. It has 

two marketed products and seven in clinical development (Genmab A/S, 2016a).  

Recently Genmab has received a lot of attention because of excellent results of their latest marketed 

product Darzalex® (daratumumab), which also helped skyrocketing their market capitalization which 

more than quadrupled between September 2014 and April 2016.  

We have talked to Steve Bryant Vice President & Head of Business Development at Genmab who has led 

the partnering deals of the three Genmab products in this case study. We will use this interview as a 

foundation for our case study of the three projects.  
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Zanolimumab 

 

Figure 12 - Model path for zanolimumab 

Zanolimumab has been developed for Melanoma, Arthritis, Lymphoma, but today the product is not in 

clinical development (Clinicaltrials.gov, 2016). None of the trials have been successful.  

The story of zanolimumab is that Genmab entered a partnership with Serono in 2005 that were granted 

the rights to commercialize zanolinomab worldwide. The development continued at Serono and Serono 

paid $20m in upfront payment, purchased $50m worth of Genmab stocks and covered all development 

cost. The total deal value could be worth $215m plus royalty payments (Genmab A/S, 2005). 

Later Serono was acquired by Merck, and because of a change in the “strategic direction” of the merged 

company, Merck Serono, Genmab regained the rights to zanolimumab at no cost in 2007 (APM Health 

Europe, 2007). Later Genmab outlicenced the product to TenX Biopharma which was later acquired by 

Emergent BioSolutions. 

We want to focus our attention in this case to the point where Genmab makes the agreement with Serono, 

and analyze how the model suggests Genmab to continue their development.  

Cash 
According to the annual report of 2005 Genmab had 381m in cash and equivalents which is about enough 

to run the Genmab operation for one year (Genmab A/S, 2006a). In our interview with Steve Bryant he 

said that Genmab had sufficient cash to take the project through phase III of clinical development alone 

(Bryant, 2016). We weigh the words of Bryant highly, and conclude that there was adequate cash.  
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Resources and capabilities 
In 2005 Genmab was still a young company that did not have much experience in the late stage clinical 

development. They have not had another product through phase III before, which makes it more difficult 

for them to conduct this trial because they do not have much experience. As we have argued before, a 

phase III study requires resources like high quantity production facilities, an international network, access 

to and agreements with trial clinics. Many of these resources are built while going through a phase III trial. 

In addition to this is capabilities such as the experience and an organization that is geared for going 

through such a trial.  

In 2005 the number of employees was 209 (Genmab A/S, 2006a) and Genmab had offices in both USA and 

The Netherlands apart from the Danish headquarter. The subsidiary in US was mainly focused on 

conducting clinical trials in USA and Canada and the Dutch subsidiary was mainly focused on antibody 

development (Genmab A/S, 2006a). The presence in USA points in the direction that Genmab had access 

to an international network and access to trial clinics.  

We claim that Genmab did not have the resources and capabilities for conducting a phase III trial simply 

because they have not conducted a phase III trial before. The phase III trial is known to be the most 

expensive and difficult to administrate. Genmab will have to build the resources and capabilities in order 

to conduct the trial alone.  

Attractiveness of disease area 
In the following we will estimate the disease area attractiveness based on the described procedure in our 

model description. The disease area is Cutaneous T-Cell Lymphoma (CTCL), and we have already analyzed 

Peripheral T-Cell Lymphoma (PTCL) in the Beleodaq® (belinostat) case of Onxeo. They are both subtypes 

of T-Cell lymphoma which again are subtypes of the Non-Hodgkin lymphoma (Pro, 2015). Therefore the 

disease area’s attractiveness will be the same to a certain extent and there will be times where we refer 

to the Beleodaq® case to avoid repeating ourselves.  

CTCL is one of the low-risk lymphomas, there is no cure for the patients, but many live and die with the 

condition and not because of it. It does not change that it is a fatal condition for many, and there is a need 

for better treatments (Hansen & Kjems, 2015a). Since the indication for zanolimumab was for the 

advanced CTCL we will focus our attention to this sub-indication.  
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Threat of new entrants 
There are many treatment options and also many pharmaceutical treatment options. Many of the medical 

treatments are chemotherapies, but there are also some that are not in the chemotherapy category, and 

zanolimumab would be one of them. There are today five non-chemo pharmaceutical products for CTCL, 

but none of them were approved in 2005. There were 24 studies ongoing in phase III or IV for CTCL which 

is below the average of 46 (Clinicaltrials.gov, 2016). The threat of new entrants was in retrospect very high 

since five products have been approved afterwards, but this threat was not reflected in the number of 

ongoing trials, meaning that many of the ongoing trials have been with potent drugs.  

All in all, we must conclude that the threat of new entrants was high.  

Bargaining power of buyers 
We consider the bargaining power of the buyers low, because there was a low amount of non-chemo 

therapies in 2005, and we have found no rigid treatment guidelines for CTCL. 

Threat of substitute products and services 
For CTCL medical treatment is not the first choice and there are several other treatments that patients 

benefit from. CTCL is a condition that affects the skin. These alternative treatments are local radiation, 

photopheresis and ultraviolet light (Lymphoma Research Foundation, 2016). Given this wide array of 

substituting products and services the threat of substitute products are high.  

Rivalry between products 
Rivalry between the existing products were very low in 2005 since none of the non-chemo agents were 

approved. You can argue that the rivalry between the products in development was high since there were 

many efficient products and many got approved, but within the commercialized products we conclude 

that the rivalry between products was very low.  

High or low attractiveness 
The attractiveness is difficult to determine since the different forces point in different directions. The 

forces that point in the direction of high attractiveness is the bargaining power and the rivalry between 

the products. The forces that point in the opposite direction is the threat of substitute products and 

services and the threat of new entrants. The threat of substitute products and services can be discussed 

since many of the mentioned substitutes are taken in combination with other medication, so whether the 

products are substitutes or complementary is difficult to have a clear-cut answer to. With this uncertainty 

taken in to account we determine that the attractiveness of the disease area was high in 2005. 
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Strategic fit 
In 2005 when Serono was Serono and not merged with Merck it was possible for Genmab to find a partner 

company that had a strategic fit the product or project. Serono was, according to Steve Bryant, a great 

potential partner with a great reputation and a strategic fit, and they also had other research ongoing in 

oncology (Bryant, 2016). Therefore, we have no reason to question that in 2005 there was a potential 

partner with a strategic fit, despite the strategic fit the same partner was ceased because of Serono’s 

merger with Merck. 

The model outcome 
Our model suggests that Genmab should pursue a partnership, which is what they did, but later the 

partnership was terminated, which is something we want to analyze in the following.  

Within-case analysis 
Zanolimumab has not been the most successful product of Genmab, in fact the product has never been 

marketed despite the fact that a significant effort has been made by several organizations to develop the 

product. Today the product patent are old and anyone who finds a use for zanolumumab will most likely 

not be able to get a positive return of the development since other companies most likely will be free to 

use the findings. 

The case of zanolimumab highlights why we are including “strategic fit” in to our model. Based on theory 

we know that a partnership in many cases is to be preferred, but we also know that there are cases where 

it is not. Our initial thought was that the strategic fit is an important factor to consider when choosing a 

partnership and is one of the determining factors for a successful partnership, and this case highlights why 

the strategic fit is important. When Merck acquired Serono the zanolimumab project was closed because 

of a strategic decision – in other words there was no strategic fit anymore. Here it was the counterpart, 

Merck Serono, that took the decision that there was not a strategic fit for the project in their company 

and gave the rights back to Genmab, so they could continue alone. To continue alone is what our model 

suggests if there is no strategic fit, so the decisions made in this case is aligned with our model. What can 

we learn from the case and how does this case help validate our model?  

First, we can ask ourselves what would happen if Serono decided internally that there was no strategic fit 

for the project but did not give the rights back to Genmab? They would spend a minimum of resources on 

the project only to comply with the agreement with Genmab. If they still kept the project internally the 

project would not be developed quickly if it would be developed at all. This is not in the interest of 

Genmab, so one could argue that handing back the rights of zanolimumab was a curtesy of Merck Serono.  
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When Genmab regained the rights of zanolimumab it entered into a new partnership with TenX 

BioPharma for them to continue the development. That would follow our model if the project and TenX 

BioPharma have a strategic fit. TenX BioPharma was a company that focused on oncology with a high 

unmet need, which is a category that zanolimumab would fall into. We have earlier argued that it is 

important that the partner company has the resources and capabilities that the licensor lacks in order to 

get access to them. We identified that the needed capabilities and resources were experience in running 

a phase III trial and marketing capabilities. These resources TenX BioPharma did not have; they did not 

have an approved product or other late stage development which could have built the resources and 

capabilities we identified Genmab needed.  

Another question that must be addressed is if zanolimumab meets the assumption of good science. 

Zanolimumab has been investigated for several indications without success, and it is reasonable to think 

that the product did not have compelling data. It would be strange if Merck Serono gave the rights back 

to Genmab for free if the data was promising.  

Ofatumumab 
 

 

Figure 13 - Model path for ofatumumab 

Ofatumumab was approved by FDA in 2009 (Genmab A/S, 2014) to treat chronic lymphocytic leukemia 

(CLL) and was approved by EMA in 2010 (EMA, 2016b) to treat the same disease. Ofatumumab is the first 

product developed by Genmab to get a marketing approval. It is marketed as Arzerra®. 

Genmab made a partnership with GlaxoSmithKline (GSK) in late 2006 when ofatumumab was initiating 

phase III development. The deal had several elements, but the part of the deal that is relevant to this case 
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analysis is that Genmab and GSK co-developed the product and GSK received worldwide license to 

commercialize ofatumumab, but Genmab had the option to co-promote the product in an oncology 

setting in the Nordic region and in US (Genmab A/S, 2006b).  

In the following we will analyze how our model would recommend Genmab to continue their 

development after phase II.  

Cash 
The phase III trial is the most costly of the three phases, and a trial in oncology is estimated to cost on 

average $22.1 million (U.S. Department of Health & Human Services, 2014). In the beginning of 2006 

Genmab had DKK 381m in cash, and the operating cash burn in 2006 was DKK 438m, but the company 

issued additional shares in order to generate enough cash to continue the operation (Genmab A/S, 2006a, 

2008). This falls in line with what Steve Bryant from Genmab told us, namely that the company could use 

some extra cash at the time they made the partnership (Bryant, 2016). Therefore we conclude that 

Genmab did not have the sufficient cash at the time they made the decision to enter into a partnership. 

Resources and capabilities 
Genentech was another company that had an antibody in development that was targeting CLL as an 

indication. Genentech was a larger and more experienced company with the full value chain compared to 

Genmab, so they needed to get some resources and capabilities that made it possible to outperform 

Genentech. These resources and capabilities were especially needed in the late development and global 

commercialization (Bryant, 2016). Ofatumumab was the first product developed by Genmab that got to 

phase III apart from zanolimumab, and as we know zanolimumab was cursed with some unfavorable 

events outside of Genmab’s power and in addition to this never got commercially approved. Because of 

this it is safe to assume that Genmab at that time did not have adequate resources and capabilities for 

completing the phase III trial.  

Disease area attractiveness 
CLL is a cancer affecting the blood producing cells in the bone marrow, and the most common symptoms 

are weight loss and fatigue(Hansen & Kjems, 2015b). The median overall survival is 43 months 

(Beauchemin, Johnston, Lapierre, Aissa, & Lachaine, 2015).  

Threat of new entrants 
CLL has a lot of treatment options, and the National Cancer Institute has listed 25 approved drugs 

(National Cancer Institute, 2016), but many of them are classical chemotherapeutic agents, and not 
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antibodies as ofatumumab is. Antibodies are often used as complementary products to the chemotherapy 

agents, and only three are approved for CLL. This finding suggests two different impacts on the threat of 

new entrants. On the one hand the many different regiments for treating CLL limits the threat of new 

entrants, but the limited number of antibodies that are available indicates the opposite. 

The number of ongoing clinical trials in phase III or later was 45 at the time the partnership was agreed 

on, and the average across disease areas was 46 (Clinicaltrials.gov, 2016). The number of clinical trials 

indicates that the threat of new entrants is neutral. 

We conclude that the threat of new entrants is high, because we regard the impact of the limited amount 

of non-chemo agents as high.  

Bargaining power of buyers 
The bargaining power of buyers is high since there are a lot of available treatments and a large amount of 

these are off patent, which enables more producers to enter the market with identical products.  

Threat of substitute products and services 
Like in many other cancers that affects the bone marrow there is the option of a stem cell transplant, but 

in CLL a stem cell transplant is not very common. Also, as part of a stem cell transplant comes high doses 

of chemotherapy so stem cell transplant is a complementary treatment to the treatment using 

pharmaceuticals. Radiation therapy is also an option used to a limited extent and, as with stem cell 

transplants, is combined with pharmaceutical treatments (Cancer Research UK, 2016). Because of this, we 

regard the threat of substitute products and services as low. 

Rivalry between products 
With the many approved products and especially the chemotherapy products the rivalry between the 

products is high. The rivalry depends on the unit of analysis and we decided that the unit of analysis is the 

pharmaceutical products in CLL. In this unit of analysis there are several other subgroups where one could 

be the chemotherapy products but ofatumumab is not a chemotherapy but an antibody. It has a 

completely different mode of action, so it can be questioned if the antibody treatment is a rival to the 

chemotherapy – but since both products are treating the same condition and they are not necessarily 

used in combination, we conclude that the rivalry between products is high.  
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High or low attractiveness?  
Based on the analysis above we regard the CLL disease area as an area with low attractiveness. The only 

part of the disease area analysis that point in the direction of an attractive disease area is the threat of 

substituting products and services. 

Strategic fit 
GSK is one of the largest pharmaceutical companies in the world and generally considered as “Big 

Pharma”, so they have extensive experience in the full value chain from development to 

commercialization. This also means that they have an extensive product portfolio and pipeline. The 

oncology business area was the smallest of GSK’s eight therapeutic areas in terms of revenue, but it was 

backed with a strong pipeline of six products in phase III (FDA, 2016c; GSK, 2007). GSK has chosen to 

develop the oncology business and together with their broad expertise their contribution in the 

partnership creates added value. One thing to keep in mind before getting too excited about the match 

in business areas is the threat of cannibalization; the situation where another product blocks the sales 

and development of ofatumumab because they are in the same disease area. Looking at the pipeline and 

the product portfolio we have no reason to believe that is a threat of cannibalization were present at the 

time.  

In general we can conclude there was at least one company with a strategic fit and one of them, GSK, was 

the one Genmab made a partnership with.  

Pipeline 
Genmab had in late 2006 a pipeline of other products in development (Genmab A/S, 2007). 

The model outcome 
The outcome of the model is that Genmab should find a partner for the continued development. They did 

not have the resources and capabilities or the cash, so future development would be impossible without 

the cash, and if they could get cash from the financial markets it would require large investments in 

building resources and capabilities needed. They had other products in the pipeline that could use the 

continuous payments as a partnership often would give instead of a single large payment. In addition, 

working in a partnership Genmab would be able to learn and develop the resources and capabilities of 

the partner company that will be useful for other projects. 

Within-case analysis 
This case is a “successful” case meaning that the product was successful in completing phase III and being 

commercialized. The case also followed our model, so the lessons learned from this can easily get very 



 Nielsen & Ravn 17-5-2016 
 

Page 84 of 139 
 

self-satisfied. Instead we will focus on the different dynamics in the partnership to gain a deeper insights 

into this type of partnership.  

The partnership with GSK was constructed in such a way that there was a large extent of involvement in 

the project from both parties. The development was a co-development agreement, instead of letting GSK 

take over the full project or keeping it inside Genmab with financial support from GSK. This type of 

agreement is very close to what we had in mind about “a partnership” in our model. When Genmab 

decides to co-develop they can start building the capabilities and resources needed for a phase III trial at 

their own pace, because they have GSK backing them in areas where they are lacking. Genmab also 

incorporated the option of co-promoting the product in US and the Nordic region, which also will help 

Genmab build a commercial organization, with the power of a large pharmaceutical company backing in 

areas where they lack skills. Genmab did not, to our knowledge, exercise this option, but it was a way for 

Genmab to ensure that if they strategically wanted to build a commercial organization in the future, they 

had a way to do it with limited risk.  

There is of course the risk that the two companies are facing frictions, lacking coordination and unaligned 

interests. This is why we incorporated the “strategic fit” in our model. The careful reader will know that 

“strategic fit” was not included in the path in the model for ofatumumab. The reasoning we had was that 

if the company does not have the capability and resources nor the adequate cash, they just have to get 

the product off their hands since they have less probability of being successful. The two ways in the model 

of getting it off their hands is to make a partnership or sell it. What determines which of the two is the 

most beneficial is if the company is a one-trick-pony with only one or maybe two products. If they do not 

have other products in the pipeline, it makes no sense to keep a company alive for the sole purpose of 

cashing milestone payments and royalties since it may lead to inefficient allocation of resources. Then it 

is better to sell the product and reward the shareholders directly.  

There are two perspectives from our reasoning in the model that are relevant to this case. The first is that 

the two companies had a strategic fit, despite strategic fit is not a factor in this path of the model. The 

other is that our initial thought was that Genmab should get the product off their hands through a 

partnership, but instead they were heavily involved in the future development.  

The question is whether or not it is true that strategic fit is not important when there is no cash or 

resources and capabilities in the biotech company. This is not possible to tell from this case, since this case 

had a strategic fit and the outcome was positive. Our reasoning when we excluded strategic fit from this 
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path was that because of the lacking cash, resources and capabilities they should get help from another 

company even if it has no strategic fit. We know from this case that the fit adds value to the deal, so If a 

company has the option to do a partnership with a strategically fitting company they should do so. 

However, the strategic fit is not a prerequisite because the company will not be able to do the 

development alone anyway.  

Genmab decides to not let GSK take the product and continue the development all by themselves. Instead 

they co-develop the product and make sure they have an option to co-promote the product as well. This 

would be a brilliant way of learning how to develop a phase III drug and how to promote a product from 

some of the most experienced companies in the world. By being close to the development and promotion 

there will be some knowledge spill-over from GSK to Genmab, and when Genmab is ready for a phase III 

trial for another product they will be better able to do it alone or with less involvement from a partner. 

This way of working closely with the partner is not something we have incorporated in our model, and in 

the model a partnership is just a partnership no matter how it is structured. In this case working closely 

together with the partner has several good reasons, but we do not see the close cooperation as a 

prerequisite for doing a partnership.  

Daratumumab 

 

Figure 14 - Model path for daratumumab 

Daratumumab was given the marketing approval by FDA in 2015 for treatment of Multiple Myeloma 

(MM), and it is has received a positive CHMP opinion in Europe. The CHMP opinion is the last step before 

formal approval (EMA, 2016c).  
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Daratumumab is today marketed as Darzalex® and was developed by Genmab but in 2012, when the 

product was in phase I/II Genmab made a partnership with Janssen where Janssen made an upfront 

payment of $55m, invested $80m in Genmab shares, and promised milestone payments worth around 

$1b. In addition Genmab is eligible for double digit royalty payments of the commercial sale of 

daratumumab. Janssen is a subsidiary of the large conglomerate Johnson & Johnson, focused on complex 

diseases (Janssen, 2016).  

Cash 
The cash position at Genmab was low in 2012 when they decided to make a partnership. This is reflected 

in their annual report where they only had DKK 69m cash and equivalents at the end of 2011 and 79m at 

the end of 2012. This is not much cash to run a biotech company with several products in development, 

that has had a net result around negative 500m in 2011 and 2012 (Genmab A/S, 2013). This is supported 

by Steve Bryant that says that they could not have funded the further development alone (Bryant, 2016). 

Therefore we must conclude that available cash was not adequate. 

Resources and capabilities 
Genmab has already completed several trials in phase I and II, for instance zanolimumab and ofatumumab 

that we have described already. In addition ofatumumab was targeted for leukemia which like MM is a 

cancer that affects the bone marrow (American Cancer Society, 2016), and they should have gained some 

disease specific experience from the leukemia area that can be transferred to the MM area. We have no 

reason to believe that Genmab did not have the internal resources and capabilities to take this product 

through phase I/II.  

Attractiveness of disease area 

Threat of new entrants 
In 2014 the threat of new entrants was quite high. The number of phase II and III trials was 

144(Clinicaltrials.gov, 2016), and the average number for trials is 46 which is the number we have used 

before. This is also reflected in the fact that since mid-2015 FDA has approved five new products targeting 

multiple myeloma, which is high in relation to the four products already approved before that(FDA, 

2016c).  

Bargaining power of buyers 
In 2012 there was only three products approved for treating multiple myeloma, and two of them were 

controlled by the same company, Celgene (Celgene Corporation, 2016b). With only three products and 

two companies it was a duopoly, which is not a situation known to give buyers a high bargaining power. 
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Threat of substitute products and services 
There are not many other treatment options than medical treatments. A large group of the newly 

diagnosed patients gets a stem cell transplant (American Cancer Society, 2016), but this treatment is 

supplemented with medication, as it is the case with CLL. Other threats are if there is growing public 

pressure against medical treatment for cancer, and many think that a diet or change of lifestyle can 

substitute a medical treatment. We regard the threat of substitute products and services as very low.  

Rivalry between products 
In 2012 the main products for treating MM was Velcade® (bortezomib), thalidomide and Revlimid® 

(lenalidomide). There are different lines of treatments, where only bortezomib and thalidomide were 

approved for first line treatment or newly diagnosed patients at it is also called. When the patient got its 

first relapse in the disease lenalidomide was allowed to be used. Since it is not regarded as efficient to 

give the same medication before and after a relapse (Raab et al., 2015), the rivalry between the products 

were very low. Today in 2016 and in the future, the rivalry between the products is fierce especially among 

the many new treatments that all are specifically approved for almost the same late line of treatment. 

The conclusion is that back in 2012 the rivalry was very low, but it has changed today.  

High or low attractiveness?  
We regard the attractiveness of the disease area as high in 2012 because of the limited amount of 

approved competitors, low threat of substitute products and service and low bargaining power of buyers. 

In 2016 this environment has changed a lot, so if the analysis should have been made in 2016, the 

attractiveness would be low.  

The model outcome 
The model suggests that Genmab should continue the development alone, but because of the lacking cash 

they should seek capital in the capital markets. It could be through a loan or by issuing shares.  

Within-case analysis 
Genmab did not do as our model suggests, but we, the inventors of the model presented in this thesis, 

thinks that Genmab made the right decision. There are several factors that work together that make us 

take this opinion, which also makes this an outlier that we can learn much from, or as some would call it 

an “extreme case”.  

An almost perfect strategic fit 
Janssen was very interested in making the partnership with Genmab which was expressed when Janssen 

presented Genmab to a comprehensive development plan for daratumumab that involved all layers of 
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the Janssen organization (Bryant, 2016). The interest is not without reason, because Janssen is the 

company behind the commercialized product in multiple myeloma Velcade® (bortezomib), so they already 

have experience in the specific field. In addition to this the patent of Velcade® expires in 2017 in US and 

in 2019 in EU (Dunshire, 2012). This means that Velcade® has the organization ready for commercializing 

the product when it gets approved – an organization that otherwise has to be moved in to other fields or 

fired. This means that the two companies has a shared vision and a mutual dependency which makes 

them less likely to be intervened by changed strategies, since there is no risk of cannibalization 

Strategic fit was not a part of the path in the model in this case. The reasoning we had when we decided 

not to include strategic fit in to this path was that if the disease area is attractive and you have the internal 

resources and capabilities, the value is maximized by continuing alone. The reason for this belief is that 

the only thing needed to continue is cash, and then the organization is ready to move on in an area that 

is very attractive, with few barriers. In this case the value that Janssen brings to the table is most likely 

much higher than the stake they give away in the deal.  

The extreme change in the competitive environment could be predicted 
One reason why we analyze the attractiveness of disease area at the time the agreement is entered is that 

the future is hard to predict in life sciences. In this case our claim is that it was clear to most people 

knowledgeable about the disease area that the rivalry in the disease would increase significantly in the 

future. There was a large amount of trials going on by strong companies that showed positive results. If 

we changed the attractiveness of the disease area to low, the model would suggest that Genmab should 

make a partnership, which Genmab did. 

High competition for clinical trial patients.  
A third factor in this case that we do not incorporate in the model is the competition for clinical trial 

candidates. Often it is not much of a problem, but with MM that is an orphan disease and with that many 

trials ongoing, the competition for the candidates and trial sites gets fierce. Genmab was not experienced 

in MM and by making a partnership with Janssen they obtained immediate access to a large international 

network of trial sites.  

In summary the reason why we think this is an extreme case that falls out of the model is the very 

significant change in the competitive environment combined with the perfect fit Genmab had with 

Janssen.  
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Cross-case analysis 
We have investigated three cases of products developed by Genmab where some products have had or 

are expected to have high success on the market, while the last did not make it to the market. The product 

that is expected to have a high market success did not follow our model (daratumumab), while the least 

successful product (zanolimumab) followed the suggestion of our model. This is not something that helps 

us prove the reliability of the model outcome, but as we found in the individual cases, there are quite 

some abnormalities in these cases. Some of these abnormalities are not something the biotech company 

has any influence on, like Serono’s merger with Merck that led to strategic changes. The abnormality in 

the daratumumab case was the high amount of ongoing clinical trials which made the competition for 

trial participants fierce, and a strong international network is needed in that case. Another abnormality 

was the perfect strategic fit Genmab had with Janssen.  

Genmab Zanolimumab Ofatumumab Daratumumab 

Realized strategy Partnership with 

Serono 

Partnership with GSK Partnership with 

Janssen 

Cash Yes No No 

Resources/Capabilities No No Yes 

Attractiveness of 

disease area 

High Low High 

Strategic fit Yes – No after 

Merck/Serono merger 

Yes Yes 

Pipeline Yes Yes Yes 

Suggested strategy Partnership Partnership Continue alone + 

external capital 

Table 7 - Model path for Genmab 

Cash 
The cash position at Genmab has been very volatile during the years, which is not something that is 

unusual to biotech companies. Many biotech companies do not have a steady stream of income if they 

have no commercialized products. For them the cash comes in large portions as stock emissions or 

milestone payments, that have to be spent over several months or years. Therefore it is not sufficient to 

use the cash position alone and compare it to the development cost, to evaluate if the company has 

adequate cash to continue the development alone. In the zanolimumab and the ofatumumab case 

Genmab had about the same amount of cash, but in the zanolimumab case there was adequate cash but 

not in the ofatumumab case according to Steve Bryant. We have put much weight to the statements of 

our respondents regarding cash position, because of the many factors influencing whether the cash 
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position is adequate or not. When doing this evaluation the analyst has to take a much larger context in 

to account, such as other products and when the next income is expected. It is difficult to judge from an 

annual report and in a practical setting an annual report will not be the source of information since the 

analysis will be done internally where there is access to much more elaborate information.  

Resources and capabilities 
In two of the three cases Genmab did not have the resources and capabilities needed. This was when the 

company was still young and inexperienced. In the zanolimumab case Genmab decided to make a 

partnership where they were not involved in the further development because Genmab realized that their 

resources and capabilities were not sufficient. In the daratumumab case Genmab made a partnership with 

Janssen where they had the resources and capabilities to continue the development but not the cash. In 

the daratumumab case Genmab was deeply involved in the continued development. One was successful, 

the other less successful. We can see this from a knowledge transfer perspective and see it as an example 

of how difficult it is to transfer knowledge from one entity to another. During the development of 

zanolimumab Genmab built great capabilities linked to the zanolimumab antibody, but such capabilities 

linked to the product is hard to transfer from one entity to another, which may have been one of the 

reasons why zanolimumab was less successful. Serono took the development off Genmab’s hands and 

when they got the rights back Genmab was not deeply involved in the development so knowledge had to 

be transferred from Serono. It is interesting to see that the two products that got to the commercialization 

phase were co-developed. The two companies making a partnership come with two sets of resources and 

capabilities, and the added value of a partnership lies in the added value of combining these two. The 

ofatumumab was a great example of a partnership deal where the two companies used each other’s 

competences. The deal was structured as a co-development and a co-commercialization, so Genmab was 

able to build resources and capabilities for other projects. The more developed a product is in terms of 

clinical phases the more valuable the product is, so the company will gain most by taking the product as 

far as possible but it requires the right resources and capabilities. In the ofatumumab case Genmab started 

to build these resources, but they could have built these resources earlier if they have structured the 

zanolimumab deal with Serono as a co-development deal. If they did so, and built sufficient capabilities 

they may have been able to develop ofatumumab to a later stage internally and extracted more value of 

the product.  
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Attractiveness of disease area 
Our reason for including the attractiveness of disease area in the model was that we thought that if there 

is high competition and barriers to enter the market, it becomes more important to have a partner that 

has a world-wide network and a strong voice. Genmab made all three partnerships with strong 

international partners, so we do not have much variation of the cases in this sense, but highlight the 

relevance of this focus.  

Strategic fit 
The Genmab cases tell a lot about the importance of strategic fit between the two companies engaging in 

the partnership. We have two extremes: The zanolimumab case and the daratumumab case. It will not be 

right to claim that the presence of a strategic fit between the partners makes the product successful, 

because there are too many outside factors that influence this e.g. the quality of the product. In the 

zanolimumab case we that a partner without a strategic fit can destroy value and not only keep the value 

at status quo. In the daratumumab case we saw how a strategic fit adds value when Janssen provided 

Genmab with a development plan and access to their full organization. A partnership should increase the 

total value i.e. the size of the pie, but if the partnership does not do so the costs associated with the 

partnership (transaction cost, coordination cost etc.) takes a slice of the pie and makes the total value 

smaller. The biotech should always pursue the partnership with the best strategic fit. Sometimes the 

strategic fit is not included in a specific path in the model, but this is when the company is locked from 

continuing alone, and then the presence of a strategic fit is not prerequisite for the partnership.  

Pipeline 
Genmab always had an interesting pipeline that would benefit from the cash infusion that a partnership 

could provide. Since this is quite static throughout all cases, we will not analyze this in this cross-case 

analysis.  

Suggested strategies 
As we mentioned in the beginning of this cross-case analysis, our suggested strategies did not prove to be 

successful in two of these three cases, but we do believe there were extraordinary circumstances that 

were present here. Our suggested strategies are what we believe will create most value i.e. what makes 

the largest pie. What this does not take in to account is how that pie is sliced, so if Genmab can make a 

deal they believe will cut them a slice that is larger than the size of the pie if they continue alone, it will of 

course make most sense to do so. This also highlights an important aspect of our model, namely that a 

partnership is not just a partnership. The partnership made with Serono is completely different from both 
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the GSK and Janssen deals, in terms of cooperation, risk sharing and how the value is distributed. A 

partnership is a construction of many different parts that can have great influence on these elements. The 

specific elements can be valued but this has to be investigated in further research.  

Celgene and Morphosys 
Celgene is a global biopharmaceutical corporation who focuses on the discovery, development and 

commercialization of products for treatments of cancer and inflammatory conditions (Celgene 

Corporation, 2016a). Celgene’s biggest blockbuster drug is Revlimid® which in 2015 had annual sales of 

5.8 billion USD (Celgene Corporation, 2016c). Revlimid’s® primary indication is multiple myeloma, which 

is the same indication that Genmab and Janssen entered together with the product Darzalex® (DLI, 2016b; 

Johnson&Johnson, 2015). Revlimid® is patent protected to 2027 in USA and 2024 in Europe (Investopedia, 

n.d.). 

Morphosys is one of the leading biotechnology companies in the area of fully human antibodies 

(Morphosys, 2016a). The company has a pipeline with 26 different antibodies for a variety of different 

indications. Morphosys has made partnerships on 24 of the antibodies and it is only two products that 

they currently develop alone (Morphosys, 2016c). 

As already described in the Darzalex® case Janssen and Genmab were a perfect fit. Celgene tried to do the 

same and find a successor to their blockbuster multiple myeloma drug and made a partnership with the 

German company Morphosys in 2013 (FierceBiotech, 2015b).   

The partnership between Morphosys and Celgene indicated on many levels that it could be as successful 

as the Genmab and Janssen partnership, but that would not be the case. In early 2015 Celgene walked 

away from the deal, which left Morphosys without a partner and Celgene without a potential drug to fill 

the empty spot for Revlimid® after patent expiration (FierceBiotech, 2015b). 

The fact that both authors work in the Nordic affiliate of Celgene enables us to contact the headquarter 

in USA to get further information on why the partnership was terminated. We were put in contact with 

Peter Greaney who is Associate Director in Business Development and Gertjan Bartlema who is Vice 

President for Corporate Franchise Operations. Mr. Greaney was involved in the Morphosys deal while Mr. 

Bertlema was not involved in the deal. 
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In the other cases we asked the biotech companies why they made partnerships, but in this one we asked 

Celgene why they make so many partnership, which provided the following answers (Greaney & Bartlema, 

2016): 

 Place more bets, more shots on goal. 

 Diversify your risks. 

 To get access to a technology or a compound. 

This case has the interview from the perspective of the pharma company. This was a deliberate choice 

since we were able to obtain insights from key employees. This perspective is contrary to the other cases, 

where we have interviewed people from the biotech firm. Not using the same technique in all the cases 

should not influence the outcome of our model, but in the other cases we have relied heavily on the 

interviews, which we cannot do in this case since we do not have an interview with an employee from 

Morphosys. This case will still be seen from the perspective of Morphosys, but we do not have the insider 

perspective and the questions in our model will be based on secondary data and not primary data as in 

the other cases. We still believe that our analysis is valid, but it would be beneficial to check our 

conclusions with an employee from Morphosys.  

This partnership is interesting, because it challenges our assumption about good science and that is why 

we will use this example.  

MOR202   

 

Figure 15 - Model path for MOR202   

MOR202 is the name of the fully human Hucal-antibody targeted for the treatment of multiple myeloma. 

The partnership and co-development between Morphosys and Celgene started when MOR202 was in 
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phase I/IIa, which means there would also be a phase IIb and a phase III. Morphosys received an upfront 

payment of 92 million dollars and Celgene would buy new shares worth 60 million dollars. Besides that 

Celgene would pay 2/3 of the development costs and Morphosys would be entitled to milestone payments 

and double digit royalties (Morphosys, 2013a). 

We will investigate this partnership from the moment they made the deal with Celgene and analyze if 

they were able to take it to phase IIb alone.  

Cash 
Morphosys had a cash position of €45.9m at the end of 2012 where they shortly after initiated the 

partnership with Celgene (Morphosys, 2013b). Morphosys had a positive net income in both 2011 and 

2012 and a positive cash flow of €8m in 2011 and a negative cash flow of €10m in 2012, but over these 

two years a very limited cash burn due to the fact that partnership deals brought in revenue to finance 

the business (Saxo Bank, 2016).  

A clinical phase I and phase II study will have a combined cost of approximately $21.3m, and based on the 

current burn rate and cash position we conclude that Morphosys had enough cash to do this phase IIb 

alone (U.S. Department of Health & Human Services, 2014). 

Resources and capabilities 
This part has often been dependent on the answers from the interviewed, but since we did not interview 

anyone from Morphosys we will rely on their clinical experience from the past. The annual report from 

2012 reveals that they have initiated nine phase II trials. Two of the phase II trials were done alone and 

without a partner (Morphosys, 2013b). We therefore argue that they are able to do this for MOR202 and 

thereby believe that they had adequate resources to do the phase IIb on their own. 

Disease area attractiveness 
This partnership was initiated around the same time as the Genmab and Janssen Partnership. The 

attractiveness of the disease area is therefore considered to be the same. The outcome of that analysis 

was that the multiple myeloma disease area attractiveness is high. 

Strategic Fit 
One of the arguments for doing this partnership was the big cash that was provided by Celgene, but the 

strategic fit between the companies should not be neglected.  

Celgene and Morphosys had a shared strategic vision, because both companies could see the potential 

for MOR202 to takeover for Celgene’s blockbuster drug after the patent expires in 2024 and 2027. The 
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strategic importance was therefore also present and Celgene’s extensive knowledge within this disease 

area would add value to the joint activities. The partnership was also well received by the market, where 

the stock price of Morphosys reacted positively to the announcement of the partnership (Morphosys, 

2014). 

The strategic fit between Celgene and Morphosys was definitely present. 

The model outcome 
Our model suggest that Morphosys should have continued alone and performed the full phase II alone, 

because they had cash and resources and capabilities and furthermore developed something that was in 

a disease area with high attractiveness. 

Within-case analysis 
Hereby and overview of the case and our within-case analysis: 

Morphosys MOR202 

Realized strategy Partnership 

Cash Yes 

Resources/Capabilities Yes 

Attractiveness of Disease Area High 

Strategic Fit Yes 

Pipeline Yes 

Our model suggested Go alone 
Table 8 - Model path for Morphosys 

Morphosys did not do as our model suggested, but they partnered with Celgene during phase I/IIa. The 

question is, why did Morphosys do this when they were able to increase the value themselves before 

eventually entering into a partnership in phase III or after approval of the product?  

The answer must in this case be Celgene. Celgene came with a big bag of money for a partnership that in 

the end could be brilliant for Morphosys. Even though we are in the within-case analysis now the 

comparison between the Genmab and Janssen partnership is interesting, because those two companies 

made it work, so why did Celgene and Morphosys not succeed? 

The interview with Celgene reveals that this was because of the science of the product. At first, it looked 

as great science, but after further data Celgene could see that they would be second after Genmab and 

Janssen and that was not good enough. Celgene therefore decided to terminate the partnership (Greaney 

& Bartlema, 2016). This is in contrast to our assumption about new products providing good science. In 

this case the science was to weak, and even though the partnership has covered everything in the model, 
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the science of the product must be good in order to have the foundation for a beneficial partnership for 

both parties. 

This meant that Morphosys regained the rights to MOR202 in 2015 and they would keep the upfront 

payment plus the cash they received from the new shares they sold to Celgene. In the end the signaling 

of Celgene leaving the company was not received well, and Morphosy’s stock price “tanked” as an article 

states (FierceBiotech, 2015b). If Celgene believed that this product could be the next big thing in multiple 

myeloma they would not have terminated the relationship, and they knew that Genmab and Janssen were 

ahead of them (Greaney & Bartlema, 2016). 

From another perspective Morphosys is currently where we would have suggested they should be if they 

had not made the partnership with Celgene. The partnership therefore provided them with a huge cash 

infusion and they still have all the rights to the asset, but the value of the asset is now questionable since 

Celgene terminated the partnership. But since it is not good science our model is not applicable. 

The future for this product is exciting because Morphosys still believes in this product and have continued 

the development alone. 

Overall Cross-case analysis  
The overall cross-case analysis is based on the different companies’ decisions and challenges and on the 

specific deals. This comparative method was highlighted in the research method chapter and the cross-

case analysis should provide an overview of the companies involved and make sure that the big picture of 

the cases is captured in this thesis.  

The cross-case analysis will continue the focus on cash, resources and capabilities, attractiveness of 

disease area and the strategic fit between the companies. 

It can be a bit difficult to remember all the cases, so the page provides an overview of the cases and the 

outcome of them. Take the page aside and use it as you read along, because it will help you when you do 

not remember the specific deals that we went through 30 pages ago. 
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Bio Biotech Eladrin Tellarite Piefling (2010/2016) 

Realized strategy Partnership Partnership Partner/Will be decided 
after phase II 

Cash No No No/No 

Resources/Capabilities No Yes No/No 

Attractiveness of 
Disease Area 

Unknown, could be 
more than one area 

Low High/High 

Strategic fit Yes, based on the CBO No Limited/No partner 

Pipeline  Yes Yes Yes 

Suggested strategy Partnership Continue alone + 
capital 

Partnership/Partnership 

Table 9 - Model path for Bio Biotech 

Onxeo Livatag® Validive® Beleodaq® 

Realized strategy Go alone Find partner Partner 

Cash No No No 

Resources/Capabilities No No Yes 

Attractiveness of 
Disease Area 

High High High 

Strategic Fit No partner  Searching for a partner Reasonable 

Pipeline Yes Yes Yes 

Suggested strategy Find partner Find Partner Continue alone + capital 
Table 10 - Model path for Onxeo 

Genmab Zanolimumab Ofatumumab Daratumumab 

Realized strategy Partnership with 
Serono 

Partnership with GSK Partnership with 
Janssen 

Cash Yes No No 

Resources/Capabilities No No Yes 

Attractiveness of 
disease area 

High Low High 

Strategic fit Yes – No after 
Merck/Serono merger 

Yes Yes 

Pipeline Yes Yes Yes 

Suggested strategy Partnership Partnership Continue alone + capital 
Table 11 - Model path for Genmab 

 

Table 12 - Model path for Morphosys  

Morphosys MOR202 

Realized strategy Partnership 

Cash Yes 

Resources/Capabilities Yes 

Attractiveness of 
Disease Area 

High 

Strategic Fit Yes 

Pipeline Yes 

Our model suggested Go alone 
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Cash 
All of the companies we have covered in this thesis have at some point in time experienced cash 

constraint, and this have forced the companies to prioritize what projects they really believe in. The cash 

position and cash burn rate have been relevant parameters in our cases, because they provide an 

impression of how long the companies can continue with their current operations.  

Onxeo has put Validive® on hold until they have a partner who can help them finance the trials, because 

they want to focus on Livatag®. Genmab searched for a partner to daratumumab because they needed 

cash to take this project further. Bio Biotech had the same challenges with their products and Morphosys 

has received much money from their partnership agreements. 

The revenues from a biotech company is often categorized in two groups: 

 Recurring revenues, which is revenue from sales of current products or services. 

 Non-recurring revenues, which is revenue from upfront payments, milestones etc. 

Onxeo and Genmab have recurring revenues from the products they already sell (Genmab A/S, 2016a; 

Onxeo, 2016b). Bio Biotech and Morphosys have no approved products and therefore limited recurring 

revenues, if any (not specified in the annual reports) (Bio Biotech, 2015b; Morphosys, 2016b). The 

recurring revenues are limited in Onxeo, while Genmab on the other hand makes money on ofatumumab 

and their new drug daratumumab and recently adjusted their guidance for this financial year with higher 

expected revenue (Genmab A/S, 2016b; Onxeo, 2016b). The fact that many biotech companies for long 

periods of time only have non-recurring revenues makes the business more risky and difficult to predict.  

Genmab is now the only firm that we would say have a secure cash position, because they have 3.5 billion 

DKK in cash and increase their recurring revenues each month.  

The cases show that the firms are cash constrained and it is only in the zanolimumab and MOR202 case 

we believe that they have enough cash to take the project to the next stage themselves. This is because 

clinical studies are expensive and with little or no recurring income you have to be sure that you are able 

to fund a trial that can run for several years. The cash position is therefore essential when we look at the 

possibilities on how the company can move forward and an adequate cash position is essential for the 

company when it wants to continue on its own. 
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The cases have shown that the cash position of the companies are one of the primary focuses for doing a 

partnership, and we therefore consider it to be a highly relevant consideration in our model and the cases 

have clearly shown that the financing of the projects is a key issue for the biotech firms. 

Resources and Capabilities 
The important thing in the perspective of resources and capabilities is that the individual biotech company 

should consider if they are able to do the clinical trial or commercialization themselves. The judgement of 

this is crucial, because if they are not able to do it themselves the trial will most likely fail or be incomplete, 

and the value of the drug will most likely decrease. If they are able to do it themselves and the results are 

successful, the value of the potential product will increase.  

In the Onxeo case we have argued that they do not have resources and capabilities in two of the cases, 

because we believe they will need to buy some of the resources from a CRO. The cash position is limited 

and they are therefore not able to buy these resources. 

In this relation the resources and capabilities view is not entirely separate from the cash perspective. This 

can be seen as an advantage and a disadvantage. An advantage because the model will force the user to 

split these in two and make the separation. A disadvantage of the interconnectedness is that if the biotech 

does not have adequate cash then some can argue that you as biotech do not have resources or 

capabilities, because cash is what buys your resources and capabilities. That argument further can suggest 

that resources and capabilities should not be in the model, because you are able to buy them with cash, 

so if you have cash, you have resources and capabilities. We do not find this to be valid, because a 

company can have the resources and capabilities to a specific project, but these resources and capabilities 

could be allocated to other projects in the company. They are in the company, but at the moment used 

by another project, and therefore not available. Having resources and capabilities will decrease the need 

for cash, since a biotech company do not need to purchase these from a CRO.  

Bio Biotech is an example of this. We assume that they do not have cash to take the Tellarite project 

further, but that they actually have the resources and capabilities internally, and if they allocated the 

relatively small amount of cash from another project they would be able to do it.  

We therefore believe that it is natural to see a relationship between these two factors, but the division of 

them is necessary, because it is relevant to discuss if the biotech company has the resources and 

capabilities to take this project further without a partner. Internally they could also use this to prioritize 
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different projects based on the NPV. That is another discussion, but it highlights that there is a need to do 

a split and this in the end will be a question of resource allocation.  

This analysis should be performed in cooperation with the biotech company and the insider and outsider 

perspective will be discussed later on. The estimation of adequate resources and capabilities have been 

challenging to do, and we have not always relied on the interviewees, because of the simple reason that 

other information have suggested they did not have the adequate resources or capabilities to do 

development alone.  

We have in several cases seen that the executive acknowledge that they are looking for resources and 

capabilities when they need to proceed with the development of a product. In order to get access to 

resources and capabilities the biotech companies make partnerships, buy the them from a CRO or spend 

money building them themselves. This affirms that resources and capabilities should be a part of the 

model 

Attractiveness of Disease Area 
The attractiveness of the disease area has been the least difficult to estimate as an outsider, because 

internal information is less critical for the analysis than for the other factors. The attractiveness is based 

on the measurements that we believe are relevant to estimate if the attractiveness of the disease area is 

high or low.  

We have especially considered the competitors in the area and if the drug that the biotech is developing 

is able to compete with the current drugs. This was especially interesting in the Bio Biotech case where 

Piefling would compete directly with three other drugs that had showed poor effect, which may make it 

easier for Bio Biotech to enter this disease area without a partner compared to a disease area where the 

products have shown good effect.  

The attractiveness of the disease area will to many be synonymous with a market research which it to 

some extent also is. The difference is that we have used the same theoretical framework in all the cases 

that is relevant to judge if the disease area attractiveness is high or low. A market research will highlight 

the possibilities and limits in the market, but not necessarily apply the same logic as our modification of 

Porter’s Five Forces.  

The questions on how to measure the attractiveness in the different areas defined by Porter have been 

difficult. The threat of new entrants is based on whether there are more or less clinical trials than the 

average number of trials. This provides an indication on how many others are experimenting in this area, 
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but it is still a proxy of how many compounds that are on its way to the market. We could have outlined 

which phases these potential competitors were in and how the data on each of them were perceived, but 

this would extend the analysis, and we would not have been able to make ten different case studies. This 

should be something that an individual biotech should consider, because if they are in phase III and all 

their competitors are in phase I then the ability to get first mover advantage can be crucial even though 

there are many potential competitors. We saw this in the daratumumab case where the attractiveness of 

the industry changed because in 2014 the threat of new entrants was high, but when Genmab had clinical 

trials there were only three products approved.  

This leads us to the time perspective, because it should be considered more carefully when you want to 

apply the model as a biotech. Having many competitors in phase I might not be as critical for the biotech 

company as having few big competitors in phase III. This is especially relevant for Onxeo, because now 

they have put Validive® on hold, but a competitor can catch up and potentially outcompete Validive® 

before it ever enters the market. This is also relevant for Bio Biotech which had their partnership with a 

big pharma company terminated. They need to be either some of the first or the best in class if they should 

obtain any market share with this product.  

The overall perception is that the disease area’s attractiveness provides valuable input to the model, 

because it enables the biotech firm to estimate the potential for the drug and highlights how fierce the 

competition is in the disease area. This is relevant because biotech companies are small and therefore do 

not have the same strength to penetrate a market as a big pharma company does. The attractiveness of 

the disease area does, as mentioned earlier, provide the company with a market analysis and this can be 

valuable for other stakeholders as well. The attractiveness of the disease area is therefore an essential 

perspective as both the cash and resources and capabilities perspective. 

Strategic Fit 
The strategic fit has caused much discussion, because while we in Bio Biotech see that they in the Piefling 

case focused on this factor it was the completely opposite in the Tellarite case where they focused on the 

upfront payment. Genmab showed a partnership with a brilliant strategic fit in the daratumumab case, 

where the partnership with Janssen was almost too good to be true. Onxeo have a partnership on their 

marketed product Beleodaq®, but the strategic fit of this product is limited. The companies have made 

partnerships that have a strategic fit but certainly also partnerships that do not, which raises the question, 

how important is strategic fit?  
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There are no crystal clear answer to this, but throughout the cases we argue that a biotech should find a 

partner with the best possible fit, because a better a strategic fit has less probability of destroying value. 

This should not be a surprise to many, but it can be difficult to find a partner with a strategic fit. The next 

question could then be, how much of a strategic fit is then necessary? This is difficult to answer, but the 

answer is - it depends. 

It depends on the involvement from the two partners. Bio Biotech’s partnership around Tellarite is an 

example of this, because the partner does not have any decisive vote in any decision. Bio Biotech have 

tried to compensate for the lack of strategic fit by having the decisive vote. Onxeo have limited their 

partnership with Spectrum Pharmaceuticals to the USA, and they need to find a new partner in Europe. 

The strategic fit is reasonable and the partnership is therefore limited.  

The strategic fit is included because drug development takes a substantial amount of time and if you want 

the partnership to be beneficial for both parties there should be a least some fit that can justify a 

partnership.  

Our cases have primarily focused on how dependent the biotech and pharma company are on each other 

and how they add value to each other. Bio Biotech was dependent on their partner for Piefling, but the 

pharma partner was not dependent on Bio Biotech, because they had their own internal candidate. This 

was the opposite with Genmab and Janssen, because Janssen’s blockbuster drug in multiple myeloma 

soon will expire and they would need a new product in order to continue their high profit margins in this 

disease area. The dependency is therefore stronger in the Genmab case than it were in the Bio Biotech 

case. In many of the cases we have seen how crucial the strategic fit is to a partnership, and therefore it 

makes sense in our model that it is the decisive factor before deciding on a partnership. 

The strategic fit is not always a necessity as we also described in our model, but we believe that the 

strategic fit is not considered as much as it should be. The strategic fit can be crucial for both parties in a 

partnership and a good strategic fit, that have considered the factors that we outlined in our model, can 

be crucial for the success of the potential product that takes many years to develop.  

Pipeline 
I has been difficult to validate the importance of the pipeline, but as already described in the theory and 

model explanation it makes sense not to sell the company when you have products in the pipeline.  
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Summary 
The cross-case analysis shows that there is a need for all four factors. The cross-case analysis have also 

questioned how good our knowledge has been in especially the factors cash, resources and capabilities 

and strategic fit, because we take the perspective of an outsider with limited information.  

The learning of the cross-case analysis is that companies operate in different ways in this business 

environment, and some have been able to make beneficial partnerships, while others have had their 

partnerships terminated. We claim that more partnerships would be successful if the parties consider the 

factors in the model.  

The cross-case analysis also highlights the need of having the company involved in the analysis even more 

than it was possible for this thesis. This will enable the company to be crystal clear about their 

prioritization, resource allocation and abilities for a potential product. 

Model Validation 
George E. P. Box is famous for the quote: “All models are wrong, but some are useful”(Kaznatcheev, 2013). 

The validation of our model relates closely to our research method in the sense that the validation of our 

findings is essential. We described that the findings from this case study aimed to be generalizable and 

the model should be able to be used in a real world setting.  

We define the validity to be the applicability of the model in the real world, both for the factors used in 

the model and the outcomes of the model.  

Not all the cases we investigated have the same output as our model suggests. This has created insight in 

the analysis on how and why the companies chose as they did, but this have not disqualified the validity 

of our model.  

In order to discuss the validity of our model certain criteria to evaluate the model are essential. We have 

chosen to evaluate our model based on four aspects suggested by Tesfatsion (2016):  

1. Input Validation: Are the exogenous inputs for the model empirically meaningful and appropriate 

for the purpose at hand? 

2. Process Validation: How well do the structural conditions, institutional arrangements, and human 

behaviors represented within the model reflect real-world aspects important for the purpose at 

hand? 
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3. Descriptive Output Validation: How well are model-generated outputs able to capture the salient 

features of the sample data used for model identification (in-sample validation)? 

4. Predictive Output Validation: How well are model-generated outputs able to forecast sample 

data withheld from model identification or to forecast new data acquired at a later time (out-of-

sample validation)? 

Input Validation 
The exogenous inputs for the model have been carefully considered, and are based on what we have 

found in the literature and in the real world examples. All cases use the factors from the model and these 

have provided insights for the analysis. We find the exogenous variables empirically meaningful and 

appropriate, because our experience from the interviews and literature have shown that these are the 

factors that the companies should and do consider when deciding if they want to make a partnership, go 

alone or sell the company. 

Process Validation 
The real world aspect is represented in the way biotech and pharma companies do partnerships and this 

is the structural condition for the model. It is furthermore difficult to evaluate when to do partnerships. 

Our model provides a structured approach to evaluating how a biotech company should proceed 

development of their product. 

Cash, resources and capabilities and strategic fit were evaluated by the case companies when they 

initiated a partnership. The attractiveness of the disease area was considered on the level of competitors 

and not the attractiveness of the disease area as whole. Our modification of Porter’s Five Forces and the 

attractiveness of the disease area is close to the real world and will provide the companies with in depth 

analysis of their potential.  

Descriptive Output Validation 
Five of the ten cases had the same outcome strategy as our model suggests. In these five cases two of the 

cases have terminated the partnership (zanolimumab and Piefling). The individual cases describe the 

reasons for this in greater detail. The other three cases that follow our model is ofatumumab, Eladrin and 

Validive®. Both ofatumumab and Eladrin is considered successful since ofatumumab has been 

commercialized and Eladrin is still in development. Validive® is currently on hold and the success of this 

product depends on a new partner. 
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Five of the ten cases did not make the same decision as our model suggested. In these cases Morphosys 

had their relationship with Celgene terminated, and they now continue with their product alone as we 

initially suggested. The four other cases are considered successful since they are still in development and 

in addition Genmab now receives royalty payments of daratumumab. 

The cases show mixed results which indicate that our model is not a direct way to success for a biotech 

company. The factors we have concentrated on are the salient features for making a decision, but our 

case studies have not validated the outcome, the last row in the model, of this decision. 

We acknowledge that we are unable to validate the outcome, the last row in the model, by our case 

studies. 

Predictive Output Validation 
The predictive output of our model can be tested by a regression analysis. In order to do so future research 

could analyze a sample of biotech companies that would use our model and compare that to other biotech 

companies who did not use the model. This requires an extensive amount of time, but it would be able to 

make a regression analysis and show if the decisions using our model were better than decisions made of 

biotech companies without our model.  

Our model serves as a strategic tool to evaluate how to move forward and based on the research we have 

conducted we believe that the outcomes of our model will provide the biotech companies with insights 

into how they should continue their current projects.  

Summary 
The case studies have validated the input and the process of the model. The factors we have considered 

in the model are necessary for a biotech company in order to make an informed decision on how to 

continue with the development of the potential drug.  

We are unable to validate our model through the case studies with the results of the descriptive outcome. 

Future research should be able to validate the predictive output of the model and validate if the model 

suggests the best possible strategy for a biotech company.  
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Discussion 
Applicability 
It is important for us that our model is a simple, applicable and yet true model of how biotech companies 

can decide how to proceed with the development of drug. In this section we will discuss how well we 

succeeded with the applicability of the model.  

Simple model – elaborate work required 
The model is simple because of its decision tree structure and it provides a simple suggestion on what 

solution the biotech company should pursue, but the different elements require extensive analysis of the 

user. The different sections of the analysis require work from most parts of an organization and all the 

input has to be consolidated into the analysis. The company needs to be able to work cross-functionally; 

for instance an analysis on whether there is adequate cash to continue alone will require the finance team 

to work together with the R&D department to estimate the cost of a trial.  

Despite the elaborate work required for the inputs in the model, we do not believe that the model requires 

more work than the biotech companies are already doing – or should do. The finance team should be able 

to tell if there is enough cash to begin the next stage of the development, the management should know 

if they have the right capabilities and how attractive the disease area is. Our model helps to structure this 

analysis and combine the different analyses to help them make a decision on how to continue the 

development.  

Reversibility 
We have claimed that our model can be used to make long term plans for the company and project. If the 

company makes such a plan and finds out that it is most beneficial to make a partnership for phase III 

development and commercialize the product themselves, it is often not possible because a partnership 

agreement is hard and expensive to revert. When a partnership agreement is made, it is close to 

impossible to revert the agreement, and the same is definitely true if the company is sold. After working 

with our cases we do not see the missing reversibility as an impediment to the model. The more developed 

a product is, the more resources are required, it is therefore unlikely that a partner will add negative value 

at the later development phases.  
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For the outsider or insider?  
As we have explained earlier in this thesis the usage of the model requires extensive work. Because of the 

complexity, it is worth considering who is the right user of the model. We found in our research that our 

outside position limited our ability to get the in depth knowledge about the company, and sometimes we 

had to use proxies in our analysis. This was especially evident when we analyzed the cash position, 

resources and strategic fit. We missed deep understanding of the company’s capabilities and what 

resources were needed to move the product forward, so we had to trust our respondents without 

knowing whether they have conducted a deep analysis or not. The same was true for the strategic fit and 

cash position. This was also the time when one of the strengths of the model became evident; the sections 

are binary. Even with limited access to the company it is often possible to determine if there is a strategic 

fit or not, but harder to decide how well the strategic fit is. 

The insider of the company will have better access to knowledge and people in the organization and will 

be able to do the in-depth analysis. Since many of the measures used in the model are relative to the 

industry, e.g. disease area attractiveness, the insider has limited experience in analyzing the relative 

disease area’s attractiveness. An outside analyst with much experience in using the model in many 

companies and disease areas will, in contrast, have an advantage in analyzing the relative disease area’s 

attractiveness compared to the insider.  

One thing is clear, the analyst needs to have access to information in the biotech company. The outside 

consultant may lack the deep understanding of the organization’s capabilities, but will have experience 

from multiple disease areas and companies – and vice versa for the insider. Both the insider and the 

outsider has its advantages, but the insider perspective is crucially needed and the outsider can potentially 

add extra value especially in regards to disease area attractiveness 

Bounded rationality 
Our model seeks to help the manager make a decision based on a simple model in a complex environment. 

We must not forget the complexity of this environment, which makes humans more likely to make 

suboptimal decisions because of our bounded rationality. This is because (i) we are missing perfect 

information, (ii) our human mind has limited capacity to absorb and process the information and (iii) we 

have limited time to make a decision. These three boundaries make us make satisfying decisions rather 

than perfectly rational decisions, but we think we do make rational decisions because we have the 

intention of being rational (Simon, 1955). 
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This implies that some of our conclusions in this complex environment are based on our bounded 

rationality and it is also based on interviews with bounded rational interviewees. Using a model is a way 

to help limiting the bounded rationality, because it offers a structured way to conduct an analysis and 

therefore helps process information. 

Assumptions 
Good Science 
The good Science assumption we found difficult to control especially as an outsider, and in addition to 

that, it is biased depending on who is analyzing. The reason for inclusion of the good science assumption 

was that if the science or product is not good, it is likely to be difficult to make a partnership or sell the 

company. The problem with the assumption arises when the perception of how good the science is 

changes e.g. after trial data. This is what we saw happened in the Celgene and Morphosys case. Celgene 

terminated the partnership because they perceived the trial data insufficient, leaving Morphosys with 

some transaction cost that would have been avoided if they had not entered the partnership. The two 

companies did not perceive the science of the product in the same way, although they may have done so 

earlier, but Celgene changed their perception of the product. This illustrates that the assumption is 

difficult to comply with in a real life setting. The assumption serves the purpose of telling when the model 

is applicable, and therefore is on the borderline between a limitation and an assumption.  

You can say that if the science is not good, the product has no or limited market potential and the 

development should be terminated – and we agree with that statement. What would happen in reality 

could be different for several reasons. One is that the biotech company may overestimate their own 

product, just like more than 60-90% of the population believe that they have a sense of humor or driving 

skills that are higher than average. In behavioral finance this is called overconfidence. Overconfidence is 

not only associated with financial analysts and Wall Street, but also physicians, engineers and corporate 

managers (Szyszka, 2013). The overconfidence combined with bounded rationality does not make human 

beings the best judges of their own products. Another reason could be opportunistic behavior by the 

biotech company. This would be when the biotech company does not have overconfidence its own 

product and actually knows of it lacking science and market potential, but still tries to sell it by withholding 

that information. 

In these two cases the model would be simple: Sell the product as expensive as possible. What complicates 

the model, is that the overconfident do not acknowledge the lacking science. Another complicating factor 
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is that this is most likely not a “single game,” but a “repeated game” as we know it from game theory, so 

the company has reputation considerations to take in to account.  

The bottom-line of this is that the good science assumption is important for the model, but the perception 

of the science may change over time and be dependent on the subject. If the perception of the science 

changes from good to inferior the total loss is not dependent on which partnership strategy the biotech 

has chosen, but the distribution of the loss between the parties is.  

Single point in time 
In the model description we said that the analysis should be conducted for a single point in time. This 

meant that the analysis should be made using knowledge and factors from one point in time to tell what 

the biotech company should do at that same point time. We still think this is one of the forces of the 

model in a real life setting. In our case studies it was hard to be strict in analyzing only using information 

that was available until that specific point in time, which most likely have caused minor biases in the 

analysis.  

Research design 
Strong overweight of cancer products 
We have a strong overweight of cancer products in our case study, where all except one case (Eladrin) 

was in the oncology field, which some may say can be problematic to the model, since we are claiming it 

has universal applicability across disease areas. However, we do not find that the analyzed cases have 

illustrated issues or insights that are specific to cancers. In addition, many professionals state that we 

should stop regard cancer as single disease since there are many subtypes that are different on many 

parameters (Kræftens Bekæmpelse, 2016). The products in our analysis are targeted for different types 

of cancer including hematological cancers, lymphomas and solid tumors.  

Mainly cases where a partnership was involved 
In our case study we have only used cases where the biotech was involved in a partnership at some point, 

except the Livatag® case where Onxeo so far have decided to continue alone. In our model we have three 

different outcomes: Continue alone, make a partnership and sell the company. In our cases we, in addition 

to the Livatag® case, implicitly have cases that cover the “continue alone” outcome because this is what 

happens until the partnership is commenced. We have not included the “sell company” outcome in the 

research, which limits our ability to investigate the model for the paths where this is the outcome. The 

missing inclusion was not intentionally excluded from the research. What we should have done, was to 
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contact a company that has acquired a small biotech company and to make our research based on 

interviews with key people in the process in order to get this perspective.  

Empiric aspects the model does not include 
One asset – many applications 
Many of the products we have analyzed are being researched for multiple indications. The disease areas 

these indications are in, can be different from each other. The most extreme example is ofatumumab that 

is investigated for both CLL, which is a cancer, and for multiple sclerosis which is a central nervous system 

disease. The disease area attractiveness of the same product can therefore be extremely different in the 

different indications, and the strategic fit with the partner will also be influenced when there are multiple 

indications. For instance, there may be mutual dependency in one disease area and not the other, the 

joint activities may add value in one disease area and not the other and the strategies may be compatible 

in one disease area and not the other.  

The ofatumumab case was the most extreme in relation to this with different indications, but also Piefling 

is investigated in different indications. The disease area we analyzed for ofatumumab was colorectal 

cancer which is the most advanced, but ofatumumab is also investigated for brain tumors and esophageal 

cancer. Compared to ofatumumab the risk of lacking strategic fit is less for Piefling because all indications 

are in cancer, and colorectal cancer and esophageal cancer are both cancers in the digestive system. 

Tellarite and Darzalex® are also in development for multiple disease areas.  

This poses a problem for our model. If the model is applied on all the individual disease areas it may 

suggest that the company pursue different strategies at the same time. In addition, one partner may be 

beneficial in one disease area and not in the other. In theory the biotech company could, from a property 

rights perspective, make contracts for the individual disease areas, but it is less applicable in practice 

A pharmaceutical product is an asset, and in property rights terms an asset is also a bundle of rights. Such 

rights can e.g. be the right to use the asset for a specific purpose, earn income from the goods and enforce 

the property right. When a biotech company is making a partnership they are in essence transferring some 

of these rights to the partner. There will always be a “residual claimant” which is the entity that owns the 

remaining rights that are not contracted, and that person is referred to as the asset owner. Assigning 

specific property that gives rights to develop a product in one disease area and rights to another entity 

for developing the product in another area, leads to some difficulties. The first is that it is impossible to 

make a perfect contract, which means that there are transaction costs associated with a contract. These 
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transaction cost are e.g defining, enforcing and monitoring the contract. When there are more contracts, 

with more entities the transaction cost increases. Another property right problem that will be increased 

by assigning property rights to more than one other partner is in relation with investments. Following 

Grossman & Hart (1986) investments in an agreement are often both non-contractible and non-verifiable, 

meaning that they cannot efficiently be written in a contract and enforced (incomplete contracts) and 

cannot be verified by a court or likewise. Inspired by the article by Hart & Moore (1990) we can say that 

in a system with a biotech company and two partners developing the product for two indications, 

investments made by one partner is a positive externality to the other partner. When investments are 

non-contractible and non-verifiable, the investing partner will not be appropriately rewarded for the 

investment. The partner bears full marginal cost, but only captures a part of the marginal gain. This can 

lead to under-investment and a hold-up problem by the partners. 

We do not claim that it will necessarily harm the company to make a partnership in different indications, 

but it imposes some potential problems to be aware of. Notice, that the same property rights issues are 

present when there is only one partner, but it gets more complex with two or more partners. One more 

obvious thing that complicates having more than one partner is that it is hard to measure to what 

indications the products are sold after commercialization.  

We must conclude that the single disease area focus harms the applicability of the model. We will not 

state that the basic concept of the model is unusable when there are more than one indication, but the 

analysis of the disease area attractiveness and strategic fit gets more complex. A way to work around this 

could be to weigh the different disease areas with the incidence or expected sales when determining high 

or low attractiveness or if there is a strategic fit, even though this is a bit ambiguous.  

Outsourcing tasks and In-sourcing resources and capabilities 
For many specialized biotech companies it will make less economic sense to conduct clinical trials 

themselves because of their limited product range that does not create economies of scale. To get the 

economies of scale many biotech companies use Clinical Research Organizations (CROs). In 2015 $141b 

was spent worldwide on R&D (EvaluatePharma, 2015) and $25b was spent on CROs in 2015 (ISR, 2016), 

so it is a significant amount of the R&D spending the CROs account for. As a contract with a CRO represents 

access to resources and capabilities it leads to an interesting question for our model: Can resources and 

capabilities acquired on the markets be added to the biotech companies’ capabilities when doing the 

analysis in our model? If the answer is yes, the company can, to a large extent, have all the resources and 

capabilities they need if they have unlimited cash to contract them. Adequate cash and resources and 
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capabilities become interdependent in the model, which is not beneficial for the simplicity of the model. 

If the answer is no, then we exclude some options the biotech company has in a real life setting.  

In principle it would make sense to outsource every task, so a biotech company is a virtual organization 

and only uses the price mechanism like many biotech companies actually do today (Whalen, 2014). Coase 

(1934) suggests that firms are organized because there are transaction costs associated with using the 

price mechanism. These include negotiation, enforcement and keeping trade secrets. So the equilibrium 

is when the marginal costs of using the price system is the same as the marginal administrative costs of 

performing the task internally. Therefore the firm will continue to grow until that point is reached. Coase’s 

concept means that a biotech company will not have unlimited resources and capabilities by contracting 

them on the market. The reason is that it will not always make economic sense to contract for resources 

and capabilities using the price mechanism. This transaction cost perspective helps the company to 

determine which resources and capabilities can be contracted using the price mechanism, and in the end 

help the company understand what resources and capabilities they have access to and if they can afford 

them.  

To summarize we can conclude that a company with unlimited cash does not have unlimited resources in 

the model – simply because they will be better off by building the capabilities alone, or making a 

partnership to access the capabilities. This means that despite the fact that the cash and resources and 

capabilities are interdependent the company is able to tell which resources can be contracted using the 

price mechanism.  

It is possible to contract for resources without making a partnership like the ones we are investigating in 

this paper, and it complicates the analysis significantly.  

Cash is about prioritization 
We have seen in our cases that hardly any company has adequate cash for all the projects they have, but 

when looking at their annual reports many have adequate cash to develop at least one project. When 

analyzing whether there is adequate cash to continue alone, the answer could be yes for most of our 

cases, if it was at the expense of another project. This is, however, not what we have concluded in our 

case analyses and our conclusions have largely been relying on our respondents answers. The question is 

what leads the respondents to state that there was not adequate cash to continue the development? The 

best answer is that the biotech company has acknowledged that they did not have cash to develop all 

products. But what if external cash was not available and they had to prioritize, would they then have 
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enough cash to continue the development? This question will be hard to answer for a biotech company 

which is why the conclusion from the cash analysis to a large extent becomes an analysis of whether or 

not the company has enough cash to develop all their desired products, and not the specific one in 

question as it was the intention.  

We have not found a good way to work around this problem that impacts the applicability of the model.  

An asset can be sold, not only the entire biotech company 
In our model, one of our suggested strategies is to sell the company, but we have not suggested to sell 

the asset only in any of the scenarios. This seems strange when acquisitions of assets is something that 

happens in real life. We did not include it in our model because we did not find a logic for the option in 

any of the paths in the model. Since we have the assumption of good science, bad projects that an 

(opportunistic) biotech company may want to sell is not included in the model. We did not find the logic 

for selling the asset from a capability building perspective because by making a partnership instead of 

selling the asset, the biotech company can build capabilities. A company will only sell an asset to another 

company if the price offered is at least the same or higher than the asset is worth to the company. There 

are a lot of transaction costs involved in selling intellectual property, since a lot of the value is intangible 

and often linked to people and processes, and these can be hard to transfer from one entity to another. 

Therefore, it will only be in special cases that another company will value an asset higher than the biotech 

company, taking these transaction costs into consideration. In partnerships you get the best of both 

worlds, where you share resources and the joint activities create value.  
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Conclusion 
The purpose of this thesis was to investigate how a biotech company can decide on how to proceed with 

the development of a new pharmaceutical product. The literature on this topic reveals that partnerships 

between biotech and pharma companies are common, but the same literature have divergent conclusions 

in regards to the benefit of these partnerships. We therefore decided to develop a model that could help 

biotech companies decide on when they should make a partnership, go alone or sell the company. In order 

to test the model we have conducted ten case studies of products in development by four different 

biotech companies. Our model contains input factors and suggested strategies (outcomes). The model is 

structured as a decision tree and the suggested strategy will be dependent on the input factors.  

Sub question one: Which factors determine whether a biotech company should 

enter a partnership, go alone or sell the company?  
The factors in this model are based on well-established economic theory and involves, among other 

things, the resource based view and an adaptation of Porter’s Five Forces. The input factors to the decision 

tree is an analysis of whether the company has (1) adequate cash and (2)adequate resources and 

capabilities internally to continue the development. In addition the input factors are (3)how attractive the 

disease area is, (4) if they can identify a company with a strategic fit and (5) if they have other products in 

development. An analysis of these factors determines if the biotech company should enter a partnership, 

go alone or sell the company.  

Sub question two: Why is it important for a biotech company to consider these 

factors in order to decide the path of the development? 
Our interviews as well as the literature repeatedly mention the input factors and therefore we found the 

presence of these factors unneglectable when a biotech company has to decide the next step of the 

development. Most factors are based on well-established economic theory, despite the fact that our 

respondents and the literature not necessarily refer to this theory explicitly. 

Cash is important because every biotech company needs funding in order to develop the products in their 

pipeline.  

If the biotech company does not have adequate resources and capabilities they need to build them, which 

can be both time consuming and costly. Otherwise, they can get access to the resources and capabilities 

by making a partnership with another company that has the resources and capabilities available.  
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The attractiveness of the disease area is important because if the disease area has low attractiveness a 

biotech company will have more difficulties in penetrating the market. A product should be able to 

generate a return on investment. A disease area with high attractiveness will have higher probability of 

generating a positive return than a disease area with low attractiveness.  

The strategic fit is beneficial for a partnership and it will reduce the coordination cost and will most likely 

increase the probability of a successful partnership. If the partnership does not have a strategic fit going 

alone could, ceteris paribus, be more beneficial for the biotech company.  

The pipeline is important, because if the company only has one product it is more beneficial to sell the 

whole company instead of making a partnership and collect royalties over several years. If there is no real 

pipeline, keeping a company alive to receive royalties and milestone payments can create inefficient 

resource allocation and harm the shareholders. If the company has other products in the pipeline it is 

more beneficial to collect royalties to fund other projects in the pipeline. 

Overall research question: How can a biotech company decide on how to proceed 

with the development of a new pharmaceutical product? 
By evaluating the factors described above a biotech company is able to use the model developed by the 

authors, and the outcome of the model will decide how the biotech company should proceed with the 

development of the new pharmaceutical product. The model you see below will suggest a strategy to 

either make a partnership, continue alone or sell the company.  

The case studies have validated the input factors to be generalizable and applicable to all biotech firms 

when they evaluate how they should proceed development of a pharmaceutical drug. The case studies 

were unable to validate the outcomes of the model and future research has to test this in the future. 
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Applicability and future research 
The model is meant to be applicable to all biotech firms within pharmaceutical development. Extensive 

information and work is required to use the model and even though the model is simplistic in its form, the 

outcome is based on extensive inputs from the organization. The model requires cross-functional work 

between the departments and alignment of the results is necessary in order to use the model correctly. 

Making a decision based on the model is non reversible in the sense that it can be difficult and costly to 

terminate a partnership agreement, or reacquire the company if it is sold.  

We recommend that the model is used by insiders from the company and that it can add value if an 

outsider with specialty in disease area attractiveness is able to complement the insider in order to have a 

thorough understanding of all the factors in the model. 

The model is a tool to limit bounded rationality in an organization, because the structured approach will 

help the managers make an informed decision in a highly complex environment. 

It is a task for future research to validate the outcomes the model. The model can be validated by analyzing 

a sample of biotech companies that use our model and compare that to other biotech companies who do 

not use our model. This should enable the authors of such a study to conclude if biotech companies using 

our model have a higher probability of developing successful projects. 

Our hypothesis is that by applying our model the biotech companies will have a higher return on their 

project investments, and less partnerships will fail.  
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Appendix 1 – Interviews 
 

Interview Notes: Interview with Lars Wegner, Bavarian 

Nordic 
This is our first interview to get some real life perspective on deals and partnerships together with a basic 

understanding.  

Deal structure 

 Upfront payment is a good indicator of the real value of the product. The partner then takes a lot 

of risk in the beginning of the partnership.  

 90% of the payments will be used on clinical trials.  

 The deal should be a win-win for both partners. Otherwise there is a risk that one partner will not 

invest more in the partnership ex post.  

 There are a lot of parameters available to construct the optimal deal structure that fits the 

strategy of both partners.  

The right partner 

 Lars Wegners perception was that it is rare to have a partnership that is not set in place because 

of financial constraints of one partner.  

 Focus on the capabilities of the marketing organization in the partnering company  

 The optimal partner is:  

 Market leader 

 Has products treating the same patient population already.  

 Is able to execute and have a proven track record.  

 You should consider to buy the company if you want all assets and the price for the company is 

less than the individual assets.  

The value 

 To find the risk and thereby the value of a deal, Bavarian Nordic are benchmarking against other 

deals.  

 Ranking in indicators of high value 

 Upfront payments 

 Royalties 

 Total deal value 

 Don’t ignore the rest but they are less important.  

To be investigated 

 Does partnership compounds do better than acquired compounds?  
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Interview Notes: Interview with Alexande Areias, Ariad 

Pharmaceuticals 
Second interview which was conducted via phone. 

Deal structure 

 A company should be able to show proven track record. The rest is for negotiation, but a proven 

track record is essential. 

 Alexander specified that he looks at what the company need to add to its portfolio. Companies 

that gives us infrastructure and experience to the market is the essential key words for Alexander 

when looking for a partner 

 

The right partner 

 Do they have the capabilities to takes this to the market. Hand in hand or what Lars Wegner 

described as win-win. 

 Bigger companies look for something to supplement their portfolios. 

 

The value 

 The problem with valuation is that the level of uncertainty is very high and thereby significant 

risk. 

 The value for a pharmaceutical company is bigger when they partner or acquire a company in 

which they already have capabilities and resources. 
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Interview Notes: Interview Peter Birk, Accelerace 
The interview was semi-structured with questions about partnerships in general.  

We started with a presentation of our current model to show what we are working on, and the 

interview was semi structured. 

Partnerships 

 Small Biotech companies try to make deals as fast as possible. 

 The pharma companies try to make a deals earlier on as well, because they want to be in the 

front line. 

 The new trend within biotech-pharma deals is option deals, where the pharma company often 

have the first right to buy a company or project in a certain phase. 

Value 

 The value of a partnership for a biotech company with a pharma company shows that another 

company believes in the product and this functions as an external approval/quality stamp. Size 

matters in this case. 

 The value of products after discovery, preclinical and phase I is limited, and it is after a successful 

phase II that the value really increase. 

Biotech in general 

 Many biotech companies exit after the preclinical tests. 

 Biotech does often not have a product, but they want to create a product for the future. 

 The resources within the individual biotech company defines what they need from a partner. 

 The value of the science is key.  
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Interview Notes: Interview with Chief Business Officer, Bio 

Biotech 
The interview was semi-structured with both open and specific questions to each of the partnerships.  

Introduction questions: 

What are the main reasons to do a partnership?  

1. To obtain non diluted financing (cash) (investors do not like to be diluted) 

2. Capabilities (development and commercialization capabilities) 

3. Learn (learn best practices from the collaborator). Who would add most value to the company 

Other important things CBO mentioned when doing a partnership are to: 

 Obtain validation and signaling of the company 

 Diversify your risk when you have a partner 

What are the main reason to go alone? 

1. Value of the ownership if you have the capabilities to go alone 

2. Increase the valuation 

Eladrin case  

Why did you choose this pharma company? Which resources and capabilities did you need from this 

pharma company to commercialize the product? Did you find a strategic fit between your company and 

this pharma company? 

 Cash was necessary, but it was validation of the product. The scientific expertise was very good 

with the pharma company and it was necessary to have this when you are doing a novel 

approach in infectious disease area - groundbreaking therapy. Bio Biotech were not able to take 

it all the way themselves. 

Did you find a strategic fit between your company and the pharma company? 

 Bio Biotech is not involved at all anymore. Strategic decision to put in the basket of the pharma 

company.  

If you were to commercialize this yourself, how would the competitive environment look? 

 The antibody is not to crowded, and the novelty of this product will have few competitors. The 

pharma company will do the commercialization of the product and Bio Biotech will get royalties.  

Tellarite Case  

Why did you choose this pharma company? 

 Bio Biotech chose this pharma company primarily due to cash constraints, because they would 

be able to fund their other projects as well with this. They needed cash to take it further. There 
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were other potential partners who could provide stronger capabilities within this area, but the 

upfront payment was very high in this case. 

Did you need the cash payment to take the product further? 

 Yes 

If you were to commercialize this yourself, how would the competitive environment look? 

 Highly competitive environment for the products and that is why they want to collaborate. The 

probability to bring it to the market is higher. Also in clinical development. It is easier to get 

patients when you do this with a big company because they simply have more resources to 

attract the right patients. 

Which resources and capabilities did you need from the pharma company to commercialize the 

product? 

 Experience in the biological manufacturing and commercialization. The pharma company do not 

have the early stage development which is why Bio Biotech does the preclinical and phase I 

studies. 

Did you find a strategic fit between your company and the pharma company? 

 The pharma company do not have the deciding vote on anything in the collaboration. 

 

Piefling case  

Why did you choose this pharma company? 

 It was ideal with this pharma company, because they knew this area (they understood the 

clinical development and commercialization). 

Did you need the cash payment to take the product further? 

 It costs more and more money and the amount of cash to maximize the clinical development is 

enormous. The program needed funding to move forward.  

If you were to commercialize this yourself, how would the competitive environment look? 

 Highly competitive like the Tellarite case. Other products from the pharma company that were 

competing with this product and cancelled several collaboration. 

Which resources and capabilities did you need from this pharma company to commercialize the 

product? 

 The pharma company had the resources and capabilities to bring it all the way to the market. 

Did you find a strategic fit between your company and the pharma company? 

 Yes, they had the knowhow and the fit was very good for this product.  
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The press release says that the pharma company wanted to focus elsewhere, has this slowed down the 

development of the product? Do you search for a new partner for this product? (Has the termination of 

the partnership with the pharma company affected the potential for a new partner?) 

 They expect data this year. Afterwards it will be discussed whether or not they should find a 

partner. 

 It speeded up their development of the product after the termination with the pharma company 

and after a huge investment. Biotech are faster than the big pharma.  

Other considerations from the CBO: 

 The two extremes: Exclusive partner or go alone, but Bio Biotech will probably try to find a 

partner in between these two extremes, where they have the market in maybe the US and out 

license the market in other parts of the world to other countries.  

 Challenges for Commercialization: 

1. It is difficult 

2. You need partners for everything and where would you commercialize 

3. Decide where you want to build your salesforce 

4. Few biotech companies build it all themselves 

 Should you commercialize for only one product? Take time to build the salesforce for 

commercialization.  

 Alliances fail do to the fact that the companies are not aligned! Diverging strategies over time 

from the pharma and biotech company. 
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Interview Notes: Interview with Elizabeth Carstensen, 

Onxeo 
The interview was semi-structured with both open and specific questions to each of the partnerships.  

Introduction questions: 

What are the main reasons to do a partnership?  

 Cash 

 Knowhow 

 Validation 

What are the main reasons to go alone? 

 Big sales potential 

 Orphan drug status 

What other considerations do you have on partnerships: 

 Damn expensive to build up a salesforce. 

 The strategic fit of the biotech products and the big pharma’s pipelines is very much looked upon 

when we consider a partnership.  

 The in-house resources from a big pharma company is important when selecting a partner.  

 It is easier to take a drug through phase 1, 2 and 3 yourself, if you have the money. 

Validive® case 

Why do you search for a partner instead of going alone? What do you need? 

 Need to perform two phase III trials, which is expensive and we would like a partner to come in 

with money for this trial. 

Which resources and capabilities do you need from a partner to commercialize the product?  

 Onxeo could do the rest of the development themselves, but they would have to find a partner 

for commercialization. 

How important is the strategic fit in this case, is cash more important, is capabilities more important?  

 They need to have the salesforce to commercialize, that is the important thing, so really a 

resource. 

If you were to commercialize this yourself, how would the competitive environment look? 

 Not so tough, but still a lot of costumers which requires a lot of sales reps. 

Beleodaq® case 

Why did you choose spectrum pharmaceuticals as a partner?  
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 Onxeo had a cash need that they were able to provide and they would furthermore pay 70% of 

the development costs.  

Did they have the right resources/capabilities? 

 Yes they did for that. 

How was the strategic fit in this case? 

 Spectrum pharmaceuticals had a big interest and it sounded like a great fit for both companies.  

Could you have commercialized it yourself? 

 No, they would not take on the risk to build be the commercial business unit on their own. 

Livatag® case 

 No partner – active choice to do it alone 

 Able to do it themselves. 

How is the rivalry in this area? 

 Low 

Last question: 

In another interview we were told that partnerships often fails – do you have the same experience? 

 Do not know if most of them fail, but each individual partnership is difficult to manage. 
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Interview Notes: Interview with Steve Bryant, Genmab 
The interview was semi-structured with both open and specific questions to each of the partnerships.  

Introduction questions: 

What are the main reasons to do a partnership?  

 Not possible to further develop and commercialize it yourself. 

 Economic (missing infrastructure) 

Missing infrastructure example, salesforce, no late stage clinical development. 

 Validation of the product, push it into development to enhance its value. This could be enough. 

 A you partnering the whole asset or just a part 

What are the main reasons to go alone? 

 Genmab face it now. Retain product value of the asset. 

 Risk-adjusted NPV 

 Take on more risk and investment 

 Control of the asset and economics. 

Other considerations on partnerships? 

 The deal should be valuable to both parties. 

 Do not want to bet on something that will be failure. 

 You have to show some efficacy also in the early development. 

Zanolimumab case – HuMax-CD4 partnership with Serono in 2005, terminated 2007 and passed on to 

BioSolutions 

 Merck bought Serono and did a strategic walk through of the portfolio. 

 There was no easy way forward for this drug, and Genmab did not want to move further on with 

it. 

 Found a partner in Tenex  

 Moved from Tenex to BioSolutions  

 Now contacted with two clinics in the USA. Patent is gone. 

Why did you choose Senoro as a partner?  

 Willing partner to pay the right price 

 They would develop the product 

 Serono had a great reputation 

 Phase II data 

Which resources and capabilities did you need from a partner to develop and commercialize this 

product? 

 Genmab had money 
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 Get some clinical data and partner it out. 

What happened with this product? 

 Might have been different if they weren’t purchased by Merck. Slowed down by years after 

Genmab got it back 

Ofatumumab case – HuMax-CD20 partnership in 2006 – transferred to Novartis in 2015 

Why did you choose GSK as a partner?  

 Had promising clinical data 

 Initiating phase III  

 Could use the cash injection and therefore they needed a partner 

Which resources and capabilities did you need from a partner to develop and commercialize this 

product? 

 Met with a lot of others 

 Could outperform Genetech 

 Ran due diligence 

 Develop and commercialize 

 Challenged the companies to present a development plan. 

 Co-development and there was an option to co sell. 

 The would really go for it. 

How do you consider the competitive environment for this product? 

 Subject to clearance in the US 

 Was and more competitive now 

 Unceed retoximap and Genentech had a 2. Generation antibody 

 CLL was the lead indication 

Are there many products within this area? 

Do you see many products in clinical trials? 

How fierce is the competition? 

 Highly competitive  

 Many products and companies 

How do you consider the strategic fit with GSK? 

 GSK really wanted it 

Daratumumab case - HuMax-CD38 – partnership in 2012  

Why did you choose Janssen as a partner?  

 Had to be willing to value the asset as high as us. 

 Again, they put it out in for partners. 
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 Potential partners had to be serious and present a development and commercialization plan. 

 They couldn’t have raised the money themselves. 

 Partnered early due to financial reasons 

Which resources and capabilities did you need from a partner to develop and commercialize this 

product? 

 The clinical development plan 

 Janssen engaged the whole organization to show the interest and they convinced Genmab. 

 Needed resources and capabilities from a partner 

 Janssen could run combination study 

How do you consider the competitive environment for this product? 

 Quite competitive 

 First in class 

 There was no effective antibody in this competitive environment 

How do you consider the strategic fit with Janssen? 

 Beneficial for both parties 
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Interview Notes: Interview with Gertjan Bartlema and 

Peter Greaney, Celgene 
The interview was semi-structured with both open and specific questions to each of the partnerships.  

What do you do in Celgene? 

Gertjarn Bartlema: Operations, Hematology & Oncology and Inflammation & Immunology, work with big 

data, networks of networks. Previously worked in business development. 

Peter Greaney: Part of business development and was part of the team who made and terminated the 

deal with Morphosys. 

Partnerships in general 

Why does Celgene make so many partnerships? 

 Notion that innovation are in the innovation model.  

 Notion combining what you know internally and combines with what you can get externally.  

 Place more bets, more shots on goal. 

 Diversify your risks. 

 To get access to a technology or a compound. 

 A partnership should work for both partners and should be driven to maximize the value for the 

partners. 

 Partners have freedom to operate. 

How do Celgene finds potential partners? 

1. Requests coming in via mail or phone, because Celgene has a reputation of doing partnerships 

2. Network 

3. JP Morgan healthcare congress  

When you have established contact, what is then the next step? 

 Sign NDA to get access to the science behind the project. 

 95% is about the science and whether we value it to be good science or not. 

 Few expert people involved in this part. 

 If we decide that it is good science we will try to make a deal that is beneficial for both partners. 

Why doesn’t the outside firm seek capital on the capital markets instead of via Celgene? 

1. An IPO is not for everyone and you should have some results  

2. VC are not willing to put in that amount of money 

3. Celgene going in with an investment is a validation of your project 

Other comments from the interview: 

 It is mentioned that you should ask yourself why a potential drug candidate is still available after 

phase II. Why have no one done a partnership with the company? 
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 Celgene seeks to gets the greatest compounds to develop the business if necessary expand to 

new areas   

 Having multiple partnerships requires you to: 

1. Be flexible. 

2. Have an open mindset and listen to others 

3. Have clarity over who do what and when. 

 Celgene is always interested in finding the next breakthrough product for the world. 

Termination of partnership with Morphosys 

Why did you do a partnership with Morphosys? 

 Few companies who targets CD38 in multiply myeloma, but Morphosys was one of them – 

Celgene are the leader and still wants to be the leader in this area. 

 Science was strong and the likely candidate to win. 

Why did Celgene choose to opt out? 

 Science reasons, because we could see that Celgene would not be the leader with this product 

 Genmab’s daratumumab was more advanced 

 


