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“Business Development is so many things..
But still, nobody can really say what it is.”

Gary P. Pisano, Harry E. Figgie Professor of Bussmedministration at the Harvard Business School
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CHAPTER 1

INTRODUCTION

1.1 Research background

High levels of scientific and technological comptgxalong with extremely uncertain and long
R&D processes make firms growth in the biotechngloglustry a particularly tough goal to pursue.
Furthermore, early stage studies on biotechnolbgilzaforms exploration and exploitation, make it
clear that knowledge bases are still heterogengalispersed among diverse organizations (Malerba
and Orsenigo, 2001; Pisano, 2007) and spread all the world; space, as a factor of corporate
strategy and operations, loses every physical dating, reducing the constraints that once limited

corporate activities (Gnecchi, 2009).

In such a context, globalization requires compatoesperate according to a competitive market-
oriented management (market-driven managementghatbads to the development of an “outside-in”
thinking process (Day, 1998; Brondoni, 2007; Sdiare008). The latter stimulates firms to
continuously investigate the market in order tonidg new business opportunities and adapt their
strategies to changing conditions (Lambin, 2008liMand Simoni, 2009; Doz et al., 2001). It faNs
that organizations able to timely monitor infornoatiderived from the outside, have a greater aptness
to perform “before and better than competitors”aitoni, 2008, p. 25) in sensing and seizing new
development projects. At the same time, firms neechaintain a high level of innovation, risk taking
and proactive orientation, in order to grow in dyma contests such as Markets for Technology. To
such a purpose, firms in high-tech industries pearfgarticular “Business Development” (BD)

activities to support identification and managenwdniew business opportunities.
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Nowadays, although the term BD is well known witlmrany operative enterprises, (often with
individual interpretations in the minds of varigusctitioners), the concept of Business Development
has, up to now, little presence in the academaeditire. Accordingly, Davis and Sun (2006) sustain
that Business Development has received little attenn scholarly works regardless of its importanc
to firm growth, and Giglierano et al. (2011) argubat due to the early stage of the concept, no
common language or definition has yet emerged.féWweacademic approaches that have explored the
BD phenomenon agree on its connection to the ffigstibn of business opportunities leading to the
creation of additional revenues for the companygli@&iano et al., 2011; Kind and Zu Knyphausen-
Aufsel3, 2007; Davis & Sun, 2006). However, littlashbeen done to provide a comprehensive
theoretical background in the study of BD and tplax how firms can build a BD capability (Davis

and Sun, 2006).

With the aim of expanding our knowledge on theserging management issues, this thesis has
drawn both from entrepreneurship and marketingditee as well as from firm's Dynamic Capability

View.

In terms of outcomes, the present research makesvit the concept of Business Development as
interface between the broad fields of entrepred@prsand that of marketing. The
marketing/entrepreneurship interface brings togethesearchers who have an affinity and
understanding of the rich heritage of both markgtind entrepreneurship. While both literatures have

their own distinctive characteristics, the intedaecognizes substantial commonality between tle tw

In addition, it proposes Business Development stoddels in Markets for Technology, where
continue recombination and integration of resoutisefsindamental in facing a dynamic competitive
environment. Thus, on the basis of relevant reconalagons from the above mentioned literature, this

study examines BD at two distinct leveBirstly, it provides a solid definition of the Business
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Development phenomenon and its related dimensaes;ending theoretical background from both
entrepreneurship and marketing literatuBecondly it examines the microfoundation of a BD
capability, which is essential to increase the @t@ew product development and gain competitive

advantages in Markets for Technology .
1.2 The research context

Among others, I've chosen to analyse the Businegsve@pment phenomenon within the
biotechnology industry, because in such a cont&ssBows features that are highly representative of
high-tech industries (Carest al,, 1997), and because biotechnology has becomg adtestry of the
future (Shan and Song, 1997). The growing inteliasthigh-tech businesses in general, and
biotechnology in particular, is based on the spatiaracteristics of the sector, where the chabsngf
globalized world economy are extremely emphasid®ygl. definition the high-tech firms creates
products and services with leading edge technddofiell, 1995). Mohr et al. (2005, p. 9) defines
high-tech more specifically: “high-tech is engagedhe design, development, and introduction of new
products and/or innovative manufacturing procesbesugh the systematic application of scientific
and technical knowledgeThis makes dependence on the latest technologeséhtral feature of
high-tech. This typically means that the firms &ighly specialised, high quality producers, with
products or technologies having short life cycled apecialised niche markets spread thinly actuess t
world (Bell, 1995; Crick and Jones, 1999; Madsed &ervais, 1997). According to Mohr (2001),
high-tech industries also face greater market Ioi#tlg technological uncertainty and competitive
volatility than more traditional industries. He sdggh-tech business environment are charactebged
expanding complexity and ambiguity, high knowledgensity and high level of tacit knowledge, and

often systemic nature of the products.
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Today, such context represents an increasinglyoesgl territory, where scholars in economic
disciplines address the nature and dynamics of 8laror Technology, (Serrano 2010, Lamoreaux &
Sokoloff 2003); here, companies basically excharBe rights with other globally dispersed
organizations in order to develop and grow (Gamédédet al. 2006). Market for Technology is
usually characterized by a dense network of congsaspecialized in single stages of the R&D
pipeline. Given the high risks and costs of inn@mmgtsuch companies prefer in fact buy, sell or co-
develop technologies rather than to invest in epstr or downstream assets (Gambardella et al. 2006;
Arora et al. 2001). Despite the increasing releeanicMarkets for Technologyhere is still a lack of
advices from management literature on how manageosildact in Markets for Technologyrora et
al. 2001). The present PhD thesis wishes to natiosvresearch gap, taking as study context the
biotechnology industry, a widely adopted exampletiad functioning of Markets for Technology

(Arora et al., 2001).
1.3 Study theoretical underpinnings

In examining the notion of Business Developmerns $itudy essentially draws from both marketing
and entrepreneurship literature in order to idgrtie core dimensions of the phenomerioraddition,
using a Dynamic Capability View (DCV), the reseaestplores the microfoundations underpinning the

development of a BD capability

Entrepreneurship literature has emphasized theepbrod Opportunity Identification (Ol) as lying at
the heart of entrepreneurial activity (Shane andkRdeéaraman, 2000) and as a major theme of study
within the research field (Zahra and George, 2@iitratos and Plakoyiannaki, 2003; Oviatt and
McDougall, 2005; Dimitratos and Jones, 2005). Sit@gportunity Identification is what drives
Business Development as well (Davis and Sun, 20G&)opt entrepreneurship as part of the literature

background for defining the phenomenon. Howeveyaréless of its criticality, the concept of Ol as a
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entrepreneurial firm-level phenomenon, still li¢saa early stage of investigatioimdeed, research on
Ol within the entrepreneurship literature tendsex@minethe particular notion at a entrepreneurial

level rather than at a corporate level.

On the other hand, the lack of marketing studieMarkets for Technology suggests that, in such
context, marketing practices may result particylaifficult to grasp if analyzed under the lensés o
classical marketing approaches. Since commerciaizand relationship management come out to be
among BD’s main tasks (Kind and Zu Knyphausen-Aifs2007), | resolved to include marketing
literature in my study and integrate the two abawntioned tasks to explain the nature of the BD

phenomenon.

A particularly unexplored topic in marketing littwee is the study of marketing in high tech
industries. In particular, even though there impleof literature on marketing and its featuresénav
been tested in a variety of empirical settingseaesh has been very silent on what constitutes
marketing in the biotech industry. In such contéxthnological advancements result into produocts an
markets that differ in their characteristics fromaditional markets and, hence, a different type of
marketing is needed for them (Moriarty and Kosrdif€89). Previous researches have introduced the
idea that, given the specific nature of Markets Technology, biotechnology marketing might differ
from what classical theories and common industwakks consider as marketing (Eriksson and
Rajamaki, 2009). According to recent researchs“thises the question whether there are deficisncie
in biotechnology marketing or whether the meanirfg beotechnology marketing still remains
unexplored” (Eriksson and Rajamaki, 2009, p. 99siBess Development is a phenomenon which has
been mainly studied in high tech industries (Grgli® et al., 2011). The tasks and activities deedri
by authors who elaborated on the topic, include rmamication, commercialization and relationship

management, as typical responsibilities of a margefunction. In addition, Business Development
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concerns the management of the firm pipeline the.identification of new in-licensing, out-licensi
and co-development opportunities, (endogenouslly hgky and innovative), which will impact on the
rate of new product development of the firm. ThBB, appears as a multidimensional phenomenon

that may help to redefine the concept of markeiiniglarkets for Technology .

Also, to my best knowledge, there is a lack of gtad capability development within the marketing
literature, particularly when coping with high veity, rapidly changing environments (Bourgeois and
Eisenhardt, 1988; Day, 1994). As suggested by D894), the identification of distinctive capabii
of market-driven organization is one of the mostnpising research streams to pursue, since its enabl

firms to outperform their competitors.

The importance of internal capabilities is rooted eivolutionary economics view (Nelson and
Winter, 1982), which implies that the superior @pibf certain firms to sustain innovation and,aas
result, to create new knowledge, leads to the deweént of organizational capabilities, consistifig o
critical competences and embedded routines (Knagitt Cavusgil, 2004). However, the Dynamic
Capability approach (Teece et al., 1997) has detraied that a sustainable competitive advantage do
not necessarily rise from the accumulation of seaned difficult to imitate resources. Indeed, firms
need particular and identifiable strategic and oizitional processes that continuously integratk an
recombine resources, in order to compete in risid/rapidly changing environments (Eisenhardt and
Martin, 2000; Teece et al., 1997). Consistenthyjhwitis ideas, the Dynamic Capability perspective ha
been adopted , in this thesis, to explore the rfoaredations of Business Development. This
constitutes an innovative approach, in terms oh lesttrepreneurship and marketing literature. Figure
1.1 depicts the development of the theme understigagion through identification of key gaps in

relevant literature.
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Figure 1.1: Identification of literature gaps

Gaps in Business Development literature

*The topic of business development has
received inadequate research attention

*Most research has focused only on SMEs
within a specific geographic location

Gaps in the entrepreneurship literature
*The concept of opportunity identification
still lies at an emergent stage of investigation

Gaps in the marketing literature

* Marketing studies do not provide enough
guidance for managers about how to operate
in markets for technology

Need to study the broader theme of

Business Development in markets for
technology

Need to study the theme of Business
Development in markets for technology as an
emerging phenomenon that can be relevant to
all types of firms, irrespective of nationality

and size.

Need to define the theoretical dimensions of
The Business development phenomenon
drawing from both entrepreneurship and
marketing literature

In order to provide a deep understanding of
what constitute Business Development, there
is a need to focus on both entrepreneurship
and marketing literature.

v

Gaps in the Business Development literature

* Further academic work is still required to
explore how firms operating in fast changing
environments can develop a Business
Development capability, hence follow a
dynamic capability view of the firm

Gaps in the entrepreneurship literature
*Opportunity identification has mainly been
studied as a process related to the individual
entrepreneur, rather than an organisation-
wide phenomenon

Gaps in the marketing literature

*The young literature on entrepreneurial
marketing do not provide any framework to
study the development of a firm-level
capability

Gaps in the Business Development literature
* Business Development lack of a solid
theoretical background

Gaps in entrepreneurship literature

eIt is uncertain wheather entrepreneurial
firms in high tech industries lack of marketing
capabilities or carry it out in different ways

Gaps in the marketing literature

*Marketing studies incresingly call for the
integration between marketing and
entrepreneurship due to the dynamicity of
global markets

Need to study the microfoundations of
Business Development capability adopting a
dynamic capability perspective

The present thesis uses the dynamic capability
framework to study how firms operating in the
biotechnology industry may build up a
Business development capability

Source: author’s elaboration
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1.4 Research framework and research objectives

Business Development is a concept that has recdiwated direct attention in the academic
literature (Davis and Sun, 2006). However, manyhhigch companies devote part of their
organizational structure to BD. While the definitiovaries from company to company, BD has
generally involved activities and processes reld®dhe identification and management of new
business opportunities. However, as some authoph&size, there is contrasting evidence on the way

such practices are carried out:

Although marketing and entrepreneurship have beenentionally regarded as two separate areas
of research, marketing/entrepreneurship interfhessconstituted one of the most promising emerging
iIssues in management during the last two decadebin€n and Shaw, 2001). This is due to the
growing awareness surrounding the significance afketing tools and practices for entrepreneurs
(Murray, 1981; Hills, 1987); similarly, given thendreasing dynamic of market environments,
entrepreneurship can inspire marketing to adoptenmamovative and proactive behaviors. Firms that
report a combination of both Market Orientation (M@nd Entrepreneurial Orientation (EO) have
shown a greater performance compared to thosetedigna MO only (Eggers et al., 2012; Grinstein,
2008). Limited research on how firms operating irarkéts for Technology perform and manage
marketing activities (Battistella et al., 2012; #&-Johnston et al., 2012) is an additional matvato

explore BD.

According to some authors, fast growth high-team$i use new methods, along with new
integrative business models to promote and selir iimmovations (Mohr, 2001; Viardot, 2004;
Davidow, 1986). In particular, interactive processaliances and networks are considered partigular
used and useful to maintain flexibility in orderrteeet the demands of highly competitive and dynamic

marketplaces. Moreover, particularly in such higbbmpetitive and risky environments (Nelson and
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Winter, 1982), firms need dynamic capakes to constantly integrate, reconfigure and exploair

basic resources and achieve superior performarescé€Tet al.,

1997), Therefore, in order to study

companies build a BD capability in rapidly changmgrkets, this thesis adopts a Dynamic (bility

approach, considering three focal dimensions astitotive of Dynamic Capability: 1. organizatior

structures, 2. processes and 3.pe

Figure 1.2: The conceptual research frameworl

Busmess
Development

=

Need to explore the
phenomenon of Business
Development more in
depth

I
Qntrepreneurshlp < Marketing

Qualitative analysis

Core dimensions of
Business Development

Fine-graned definition of
Business Development

Source: author’s elaboration

——

—

Dynamic capability
view

Microfoundations of
Business Development
capability
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In conclusion, there is a need to further explbeetheme of Business Development at a firm-level,
as a value creating phenomenon. Given the lackstfoag theoretical base, | decided to identify the
core dimensions of BD by drawing from both entreprgship and marketing literature. In addition,
once we deal with a clearly defined phenomenors, tinesis further explores how firms develop BD
capability in order to maintain a sustainable cotiipe advantage. Such issues are addressed through

the following three research questions.:
1. What is Business Development in the biotechnolodysitry?

2. What are the theoretical dimensions characterizitige Business Development

phenomenon?
3. What are the microfoundations underpinning a Bussnigevelopment capability?
1.5 Research approach

This study follows a qualitative methodology in eskking its research objectives. The first stage
involved conductingnultiple exploratory case studie&iven the scarcity of empirical work on the
theme of OI in corporate entrepreneurship liteegtuhe exploratory method was deemed most
appropriate in addressing research purposes. In@e@tbratory studies are particularly useful when
little knowledge exists on a topic and hence therénited empirical data to form a sound basis for
drawing propositions (Bryman and Burgess, 1995tdfbg-Smith et al, 2001; Ghauri and Grgnhaug,
2002). Also, multiple case studies are generallgfeuable, in that they offer advantages such as
increased robustness (Herriott and Firestone, 1983;2003) and generality of findings (Patton, 099

Miles and Huberman, 1994).

More specifically, detailed case studies were cotetliin the global biotechnology industry. The
underlying principle in choosing the case studynfirhas been to select “information rich cases”

worthy of in-depth investigation (Patton, 1990, }81), i.e. highly competitive firms with an
21



institutionalized business development functione Tdddition of new case studies to the sample
stopped when theoretical saturation was reacheseijBardt, 1989). Specifically, this study has
considered ten small and large firms from differentintries (UE and Europe), which facilitated the
generalization of findings. Based on a review oftxg literature in the fields of entrepreneurship
relevant previous theories were taken into conaitter during this qualitative stage, particulanty i
developing interview guidelines and in analyzingaliative data. Exploration into the topic of
Business Development (resulting from qualitativeesech) helped in the development of specific

research propositions.

1.6 Structure of the thesis

This PhD dissertation is structured as follows:

This first introductory chapter resumes the rede#opic, the main research question, the literature

gap and the methodology followed in the study.

In chapter 2 the few empirical studies on BusinBevelopment are in depth analysed, thus
providing a brief overview on the evolution of metikg literature and on its increasing relatedrniess
entrepreneurship, together with a review on enémepurship studies on Opportunity ldentification
(OD). Finally, an overview of related studies onrktt for Technology along with emerging studies on

entrepreneurship/marketing interfaces is provided.

In order to identify the best approach to invesggBD capability, Chapter 3 analyses the main
theoretical arguments of the Resource based vigmardic capability view, competence-based view
and knowledge based view. The goal is to identifiatbest fits the nature of Business Development,

in order to create a theoretical framework apeteenl the factors underlying a BD capability.
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Then Chapter 4, explores the biotechnology industiy its unique features. In addition, it provides
an overview of the characteristics of the biophamudical sub-sector, i.e. the main context of the

present study.

Chapter 5 articulates the research methodologgescribes the philosophical stance behind the
study as well as the research process, startimg the selection of cases and the data analysis. The
chapter also summarizes ten case studies of smallaage biopharmaceutical companies located in

Europe and US, enlightening BD best practices anloagbserved firms.

Chapter 6 presents the research results. In pltjat provides an updated definition of Business
Development on the light of the case study testie®nollected, describing seven core dimension that
underlie the phenomenon. In addition, by combiditegature and case studies, makes it possible to

articulate different propositions regarding the mafoundation of a BD capability.

Chapter 7 provides a research summary, followedrbgverview of the theoretical and managerial
contributions of the thesis. The chapter concludéh a scrutiny of some study limitations and

granting a few advices for future researches orstitgect.
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CHAPTER 2

BUSINESS DEVELOPMENT:

BLURRED LINES BETWEEN ENTREPRENEURSHIP AND MARKETIN G

2.1 Introduction

The purpose of the present chapter is to advanee step further the study of Business
Development, utilizing both marketing and entrepreship literature as supportive theoretical
background (Shane and Venkataraman, 2000; Gaglicate, 2001; Ardichvili et al., 2003; Davis and
Sun, 2006). In fact, an in depth scrutiny of pregisesearches on BD, shows various interconnections
between Business Development and both Market Giient (MO) and Entrepreneurial Orientation
(EO) dimensions (Sgrensen, 2012; Murray, 2012; iAug006; Kind and zu Knyphausen-Aufsel3,

2007).

Although marketing and entrepreneurship have beewentionally regarded as two separate areas
of research, exploring marketing/entrepreneurshigriace has represented one of the most promising
emerging issues in management during the last agadks (Collinson and Shaw, 2001). This is due to
the growing awareness surrounding the significasfaaarketing tools and practices for entrepreneurs
(Murray, 1981; Hills, 1987); similarly, given thendreasing dynamism of market environments,
entrepreneurship can inspire marketing to adoptennanovative and proactive behaviors. Moreover,
firms that make use of a combination of both Mai®eentation and Entrepreneurial Orientation have
shown a greater performance compared to those ab® Uised only Market Orientation (Eggers et al.,
2012; Grinstein, 2008). Limited research on howniroperating in Markets for Technology perform

and manage marketing activities (Battistella et2012; Zortea-Johnston et al., 2012) is an addtio
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motivation to explore BD. According to some authdast growth high-tech firms use new methods,
along with new integrative business models to prenand sell their innovations (Mohr, 2001; Viardot,
2004; Davidow, 1986). In particular, interactiveopesses, alliances and networks are considered
particularly valid and now amply utilized methodsmaintain flexibility in meeting demand in highly

competitive and dynamic marketplaces.

In order to provide a more comprehensive literatumekground, it seems then worthy to explore

BD concept by taking into consideration both margand entrepreneurship studies.
2.2 The concept of “Business Development”: literate review

Aim of this part of the thesis is to analyze alb#able contributions on the subject matter, ineord
to identify common features that may help to setauframework for exploring the BD construct.
Business Development is a concept that has recéimééd direct attention in the academic literatur
(Davis and Sun, 2006), in spite of the fact thathynhigh tech companies devote part of their
organizational structure to BD. Although not unityudentified and defined by each company, BD has
generally involved activities and processes reld®dhe identification and management of new

business opportunities.

The first attempt to explore the theme of BD perisehe work by Davis and Sun (2006), who
conducted an exploratory study involving survey26nT SMEs in Canada. The study demonstrated
that BD was a recognized concept in all the eniseprsurveyed, BD being defined as a set of
“routines and skills that serves to enable growth iteentifying opportunities and guiding the
deployment of resources to extend the firm’s valtesation activities into technological or market
areas that are relatively new to the firm” (DavisdaSun, 2006, p. 146). While documenting BD

careers, functions and attributes, Davis and SO0QR identified different BD tasks all directed to
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increase the customers base through the use cf dusiness network and through the combination of

knowledge about products, technologies and induistmamics (Davis and Sun, 2006).

In line with that, Kind and Zu Knyphausen-Aufse®@2) described the BD process identifying the
following phases: 1) the identification of new mess opportunities — such as a licensing partneér an
companies to acquire - through a screening of mamk®rmation and networking activity; 2)
evaluation of the most profitable opportunities, dnyalyzing potential partner profiles and markets,
financial evaluations and strategic fit with thergmany; 3) negotiation of terms and conditions and

adaptability of internal resources to enable im@etation.

Merrilees et al. (1998) explain SMES’ internationadrket selection by proposing a similar multiple
stage process: 1) networking, i.e. the participatio formal and informal meetings through which
entrepreneurs open their outlooks and get the ehaocidentify new potential opportunities; 2)
identification of emerging opportunities; 3) quicksponse to pivotal opportunities; 4) adaptation of
resources to external environment. This is sintibathe progression of BD activities, but still lack
formalization in terms of “dedicated BD functionD4vis and Sun, 2006), which entails specific
activities, practices, and routines (Nelson andt&irnL982). More in line with the latter concepgl&
et al.’s 2002 seminal work starts from the conadpalliance capability” (Anand and Khanna, 2000),
which, according to the authors, has empirical nmeponly when we find what they call “dedicated
alliance functions” within the firm. Clinical devadment and product maturation are not precise
sciences and inter-firm knowledge transfer is erely complex. Several authors have discussed the
difficulties of transferring tacit knowhow (Wintet988; Jensen and Meckling, 1991; Szulanski, 1996),
and others have emphasized that such difficultieslikely to be more pronounced in an inter-firm
setting than in an intra-firm setting (Baker et 4B97). This is why keeping the communication open

with the partner and constantly monitoring theaaltie is required from time to time over the lifesim
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of the agreement (Murray, 2012). Whenever formdlizbe alliance management function constitutes
a device for learning, observing markets, mobilizimternal resources and evaluating alliances
performance. Such function has only been studiedbign organizations and it constitutes only a
part/sub-activity of Business Development (Kaleakt 2002). Another study by Keil et al. (2008),

concerning established companies, considers BD sianymous of external venturing operations:
corporate venture capital, mergers, acquisitiond, sirategic alliances. This is a common perspectiv
on BD, largely subsumed in the literature on sgiatalliances in large and established companiat. B

according to recent literature on the topic, BDegp to be more than a pure business operation.

In fact, when Kind and Zu Knyphausen-Aufsel3 (20€xamined a sample of 15 Germany-based
SMEs operating in the biotechnology industry, tivésd to clarify the nature of the BD organizatibna
function. In particular, according to the size bé tfirm, they observed three different levels of BD
function configurations: implicit, established, aindtitutionalized. Moreover, the case studies sebw
that BD “entails all activities that aim at creaivalue and revenue potentials for the company,
developing products and technologies so that tlaeylbe commercialized, building relationships with
potential partners, customers and other stakehglded maintaining and enhancing those relations in
the interest of the company” (Kind and Zu Knyphausefsel3, 2007). The authors suggest that
business developers performing the above mentitunettions possess personal skills that are rooted
in a solid scientific education, along with a wakperience that has also been related to the kmssine
side of the industry. At the same time, they teméhdve strong external network links that bring new
and sensitive information into the company. Accogtly, BD function in biotechnology companies is

often led by a vice president who is also a membéne board.

Austin (2008)’s book on Business Development in liiechnology industry defines BD as “any

activity that alters the status quo of the busiriggs 1). According to the author, activities unigeng
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the BD function include planning, adding for growtbubtracting for profit, business process
improvement, competitive awareness and advantagawibg from a pharmaceutical business
development course of which he is in charge, AU&08) analyzes and explains in depth each step of
the BD process, i.e. portfolio planning, search amdluation of new opportunities, due diligence and

negotiation of the contract’s terms and, finalljiaace management.

Giglierano et al. (2011) tried to understand thgawt of BD on the early commercialization of
disruptive innovations by using corporate entrepueial approach as suggested by Davis and Sun
(2006). BD includes external contacts, in most sasestomers. This “commercial function” associated
to BD (Davis and Sun, 2006; Giglierano et al., 201ittenbogaard et al., 2006; Murray , 2012) isyver
much in line with the concept of “External TechrpjocCommercialization” (ETC), which refers to a
contractual-regulated transfer of technologicaets$rom one firm to another in return of a specifi
compensation (Lichtenthaler, 2005). In situatioteere knowledge bases are widely distributed, such
as in Markets for Technology, firms increasinglgédheir development on external innovative assets
(Chesbrough, 2003). The topic of ETC as a developrs&ategy has stimulated the curiosity of
management and economics scholars only recenttht@gmthaler and Ernst, 2007; Bidault and Fischer,
1994; Teece, 2000) leaving many theoretical andagearal issues still unexplored (Gassmann, 2006).
The commercialization of internal assets is in kvith Sgrensen (2012)’s definition of BD, as aafet
“tasks and processes concerning analytical prdparaif potential growth opportunities and the
support and monitoring of the implementation ofvgito opportunities” (p. 26), excluding from BD the
decisions on strategy or implementation of oppoties In particular, Sgrensen underlines the
differences between BD, sales, marketing and erm@nepirship, specifying that the nature of contacts
with prospective customer partners is quite difierédrom sales contacts because it involves
investigating the needs and gaining the understgsdof the partner’s situation, both current and

future. Thus, BD implies an interaction focused mowre on learning than on selling.
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In general, all the above mentioned works adoptsidptive approach to BD, concentrating on the
analysis of functions, attributes and skills redate it. Moreover, a summary of BD specific defioit

as given by various authors is reported in Tahle 2.
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Table 2.1: Theoretical contributions on Business Delopment: an overview

Orie ntation of

Theoretical _— . . ) Number and type of Methodological
L Definition of Business Development Main themes Business ) vp 9 Industry
contribution [ m— firms analyzed approach
Business development describes a business fumtioh has been widely Technology exchangg
established in biotechnology companies. Undertthéegic guidance of to o=
management, its principal task is to prepare aaldeenput, throughput ard Relationship
Kind and Zu output deals. BD entails all activities that ainsraating value and revenug management
Knyphausen-Aufsel3|potentials for the company, developing productstaclnologies so that Communication Market orientation 15 SMEs Qualitative Biotechnology
(2007: p. 185) |they can be commercialized, building relationshitls potential partners, Value creation
customers and other stakeholders, and maintainihgishancing those
relations in the interest of the company. Relationship buiding
Opportunity
identificatior
Relationship buiding
Business Development is a set of routines and il serves to enable Relationship
Davis and Sun (2006: fgrowth by identifying opportunities and guiding theployment of resourcep manageme Entrepreneurial 26 SMEs Qualtative T
146) to extend the firm's value-creation activities itéehnological or market Market intelicence orientation
areas that are relatively new to the firm g
Value creation
Change
Opportunity preparatign
"Business development" refers to the tasks andepess concerning Coordination
Sorensen (2012: p. 2 )ﬁjr;alytlcal preparation of potential growth oppaities) the support and Business Planning Market orientation i ) High tech

nitoring of the implementation of growth oppottes, but does not

include decisions on strategy and implementatiama#th opportunities

Growth

Integration of general
knowledge
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Orientation of

Theoretical — . ) ) Number and type of Methodological
o Definition of Business Development Main themes Business ) p 9 Industry
contribution (cont.) firms analyzed approach
Development
change
. Business Development is any activity that altegsstatus quo of the Portfolio managemen L !
Austin (2008: p. 1) . P Y actvity q - g Market oreintation - - Biotechnology
business. Communication
Project management
Gigierano et al. (2011 :Busmess deve_lopment is an activity different fisring or key agc_:ount Commercialization Entreprenervial _
29 management, intended to find and develop new revepportunities. . . - Theoretical -
p. 29) Disruptive innovation orientation
Business development involves the actual developofigmoduct-market .
) Lo . L . . . Innovation ]
Uittenbogaard et al. [combinations, in other words it involves the ‘exiecuof the innovation Entrepreneruial L .
A , . . 5 MNE Qualitative High tech
2005: p. 259) process . orientation
Networking
Commercialization

BD can be defined as the totality of activitiesentaken to get a nascent

Murray (2012: p. 312)product licensed or sold to a go-to-market partbece the product has| Market inteligence Market orientation - - Biotechnology

been refined and approved for the market, the pade®ss starts.

Networking

Source: Author’s elaboration
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2.3 Two different theoretical perspectives

All previous works on the matter agree on the “pssual” nature of Business Development. Such
business practice starts with the identificatior @valuation of development options, followed by

negotiation of deal terms related to the best ogtio

However, there is contrasting evidence on how pinixcess should be carried out; in fact, a clear
tradeoff between break up and stabilization ofirms emerges. A group of authors sees BD as driven
by an entrepreneurial orientation, describing iaaset of unstructured activities, whose effectasmn
depends upon personal skills of entrepreneurs amd Sun, 2006, p. 148; Uittenboogard et al.,
2005). Such view stresses the firm’s tendency paddrom established practices (Lumpkin and Dess,
1996; Jantunen et al., 2005), assuming innovapiregctive and risk-taking behaviors. In this cdke,

BD process lies at the heart of entrepreneurshgrature (Ardichvili et al., 2005; Shane and
Venkataraman, 2000). On the contrary, other autf®osennsen, 2012; Kind and Zu Knyphausen-
Aufsel3, 2007) sustain that BD is a market-oriergescess that guides the commercialization and
exchange of products and technologies with longrtgartners, thus including marketing related
activities such as promotion, communication and roencialization (Murray, 2012 ; Kind and Zu
Knyphausen-Aufsel3, 2007; Austin, 2008 ); in additiBD main tasks include gathering technological
knowledge through market intelligence and vehi@ulatlue in a market oriented perspective focusing
on both firms’ and customers’ needs (Murray, 20IPhe emphasis on market intelligence and
customers focus is instead the common ground oketiag literature (Jaworski and Kohli, 1993; Day,

1994; Narver and Slater, 1990).

Such theoretical inconsistency among previous wsudggest that phenomenon investigation needs

a broader or different theoretical base (FrasédQp0
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While historically considered very different in oe¢, marketing and entrepreneurship are becoming
more and more interacting and complementary. Emwiubf economic and environmental contexts
have recently increased the number of studies wexetmine their relationship, which in fact, appears

consistent with each other (Miles et al., 2011 ;tidah and Hillis, 2011; Shaw, 1999; Stokes, 2000).

Thus, | suggest that BD should be explored usirth baarketing and entrepreneurship theories in
order to capture its blurred nature. The followpagagraphs provide an overview of the salient ®pic
observed by exploring the two disciplines interceetions, as well as their evolution and interfacing

over time.
2.4 The evolution of marketing in research: a briebverview

There is a wide agreement in the literature overféict that the marketing function plays a pivotal
role in firm support in an ever increasingly conifpe global market. The marketing function
constitute the unique and primary link betweenmgany and its customers (Day, 1994; Moorman and
Rust, 1999), ensuring that the flow of revenue fitbmn latter to the former remain constant (Harrison
Walker and Perdue, 2007). However, marketing is&ivity that has experienced a great evolution
over time (Webster, 1992). Based on differencesmarket factors (customers, competitors,
environment, etc), marketing shifted from an ecowsrbased perspective (Marshall 1927; Shaw,
1912; Smith, 1904), to a customer-oriented (Drucl®54; Levitt, 1962) and to a network-based

rationale (Achrol, 1991; Anderson et al., 1994).

Today prevailing conceptualizations of marketingitee on a series of activities that facilitate the
exchange relationships. A widely accepted definitipom the American Marketing Association
(AMA) reads: “Marketing is the activity, set of iitsitions and processes for creating, communicating
delivering and exchanging offerings that value dastomers, clients , partners and society at large"
(AMA, 2008). Taking a similar point of view, Pridend Ferrell (2000, p. 14) describe marketing
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management as "the process of planning, organigatraplementation and control activities to

facilitate exchanges effectively and efficientlyZikmund and D' amico (2001) suggested that the
attempt of explaining marketing concepts shouldagbkvconsider five assumptions: 1) at least two
parties are involved; 2) all parties have to gipesomething; 3) all parties have to receive somethi

4) same sort of communication must exist betweenpérties; 5) a mechanism must regulate the
exchanges. The marketing challenge is to shapeeldraent of the marketing mix (i.e. the “4Ps”:

product, price, place and promotion) in a way thetter suits target customers’ needs, simultangousl
granting to companies distinctive features whidfiedentiate them from the competitors. In addition,

the 4Ps must be continually adapted to reflect etadignamicity and technological evolution.

Given the fact that customers needs and expecsattbange over time, delivering products and
services with regular high standards requires @wabd&howledge and quick responsiveness to such
changing conditions, i.e. the firm need Market @t@#ion (Jaworski and Kohli, 1993). Marketing
scholars mostly describe Market Orientation (MO}ttes process by which companies (1) create and
spread market informatiothroughout the organization (Hills and Sarin, 20G8)d (2) act upon this
knowledge back in the market (Kohli and JaworsB9Q; Narver and Slater, 1990; Deshpande et al.,
1993). Almost all the vast marketing literatureaguizes the positive relationship between MO and
Business Performance (Deshpande, 1999; Jaworskkahli, 1993; Kotler, 1984; Narver and Slater,
1990; Slater and Narver, 1999) and explores thengxb which companies behave, or tend to behave,
according to the marketing concept (Kohli and Ja&kioi990). Even though literature has provided a
variety of definitions of MO, most authors adopteaoof two perspectives (Verhees and Meulenberg,
2004; Homburg and Pflesser 2000). The behavioredpeetive, proposed by Kohli and Jaworski
(1990), concentrates on organizational activitiekated to the generation, dissemination of and
responsiveness to market intelligence (Kohli andadski 1990). The cultural perspective focuses

instead on customers as central elements and besarganizational rules and values that support
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behaviors consistent with MO (Narver and Slater0l99eshpandé et al. 1993), namely customer

orientation, competitor orientation and inter-fuantl coordination.

Although both views are extensively adopted in liberature, in recent years, such marketing
interpretations have experienced a variety ofaisitns. (Davis et al., 1991; Hamel and Prahalad2199
McKenna, 1991; Moorman and Rust, 1999; Morris aadif 1988; Webster, 1997). Examples include
“an over-reliance on established rules of thumlzoaragement of formula-based thinking, lack of
accountability, emphasis on the so-called supppeiements of the marketing mix over product value,
a focus on the superficial and transitory whimgwdtomers, a tendency to imitate instead of inrggvat
concentration on selling products instead of cngatharkets, and the pursuit of short-term, low-risk

payoffs” (Morris et al., 2002, p. 2)

The relevance of such criticisms along with theréasing awareness of radical changes in the
competitive environments faced by the majority @nhtemporary organizations, induced several
researchers to admit that marketing discipline Haveove forward and look at new directions (Day

and Montgomery, 1999; Webster, 1992).

In particular, specific advices have been madetimusate a more inter-functional and inter-
disciplinary orientation to marketing (Deshpand®99; Kinnear, 1999). Among others, the study of
strategic alliance and networks dynamics emergeth@smost prominent direction for marketing
literature, in opposition to the classic, “one-shouyer-seller transaction (Achrol and Kotler, 999
Morris et al., 2002), whicbverlooks market actors other than customers amdpagitors Lambin and

Chumpitaz, 2000).

In line with Brondoni and colleagues from the BicacSchool of Management, Best (2009) sustains
that market orientation presumesnarket-driven managemeattitude, which calls for a managerial
culture built around the market, rather than tradpct (Brondoni, 2001), along with a prominent f®cu
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on intangible resources, considered the main soofgg®mpetitive advantage (Brondoni, 2010). In
particular, as supported by Arrigo (2012), markete&h management is a corporate, market oriented
development strategy that embraces the open inoovaaradigm (Chesbrough, 2003) “to draw
knowledge insights from external partners trouglbedter interaction with suppliers, universities,
competitors, customers,” (Arrigo, 2012, p. 63). Awtingly, market-driven firms are characterized by
the ability to sense market opportunities morecedfitly and effectively, compared to their compest
(Day, 1994, Brondoni, 2001). This anticipatory daipty is achieved “through open-minded inquiry,
synergistic information distribution, mutually infoed interpretations, and accessible memories” (Day

1994, p. 44).

Inspired by the similarities between entreprendprahd market-driven management, Zucchella and
Majocchi (2008), show that the outside-in viewpoiitich characterizes the latter (Brondoni, 2007)

fits properly with the entrepreneurial outward pedive towards opportunities.

In line with these views, in his early contributi@@noma (1986) suggests that marketing should
become a “boundary function”, in charge of maintagna constant relationship with key stakeholders.
He suggests that, as market conditions become dhgramic and complex, marketing is forced to
become more flexible and opportunity driven. Acéogdto Murray (1981) marketing has a unique
perspective on customers, competitors, and produnctghat it must become the natural “home” for the
entrepreneurial process in established firms, la#ing its observations into the redesign of the
corporate resource base and product/market mixeMecently, Moorman and Rust (1999) indicate
that marketing should take the lead in defining mearket opportunities and rallying the entire fiton

pursue these opportunities.

Ronstadt (1985) argues that “there can be no signif wealth nor major increase in the level of

wealth without entrepreneurship.” (p. 27). He aniheo scholars have provided evidence that
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entrepreneurial firms account for a greater shdr@ew jobs and innovations, as well as a high
percentage of the exports and tax revenue prodadéeé United States (Birch, 1981; Timmons, 2000).
As | will explain later, entrepreneurship is whaitvds change in the economic system. This change is
expressed by new combinations of resources (i.eovations), which may push existing

products/processes out of the market.
2.5 Entrepreneurship

Traditional marketing is considered as an interiprplanned process; it assumes that new
product/service development is responsive of aauletis identification phase, where customer needs

are identified through formal market research (Weh4.992).

Entrepreneurial behavior, on the other hand, i® ssea much more informal, unplanned activity

based on the capability to chase innovation, managand act proactively (Chell et al., 1991).

The majority of scholars interprets entreprenegrsts an individual-level phenomenon - typical of
managers and firm owners - which “declare” itselffemever a person provides an innovative response
to environmental challenges. However, entrepreiguian be significant not only for individuals,tbu
also for organizations (Hamel and Prahalad, 1989GMth et al, 1996). This firm-level approach is
consistent with classical economics where indivislwath entrepreneurial behaviors are compared to
firms. Schumpeter (1942) moved the focus from tidividual to the firm level , by suggesting that
entrepreneurship eventually would be led by orgeions that are able to invest more resources in
innovative projects and/or activities. More recdiérature also recognizes that entrepreneurial
activities are not relevant only to start-ups or EMbut it may also take place within larger firms
(Ahuja and Lampert, 2001). Corporate entreprendprishin fact pivotal to the survival, renewal and

growth of established organizations (Guth and Gangb1990; Kuratko et al., 1990; Zahra and Covin,
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1995; Lumpkin and Dess, 1996; Zahra et al, 1999jj@land Lampert, 2001; Miles and Covin, 2002;

Dess et al., 2003).

Thus, entrepreneurship can also be present inlisstadh firms that need to constantly identify new
opportunities, beyond existing competencies, ireott survive and prosper (Hamel and Prahalad,
1989; McGrath et al, 1996), constituting a phenoonethat occurs in organizations of all sizes and

types (Bygrave, 1989; Cornwall and Perlman, 1996rrd and Kuratko, 2001; Pinchot, 2000).

Researches on corporate entrepreneurship call tiatteio the multidimensional nature of
entrepreneurship. In order to explain the proceasgsmechanisms that firms use when they behave
entrepreneurially, scholars tend to adopt such geas entrepreneurial posture (Covin and Slevin,
1991), entrepreneurial style (Naman and Slevin3)19%ntrepreneurial orientation (Lumpkin and Dess,
1996), entrepreneurial management (Stevenson ailld,JA990) or entrepreneurial strategy-making
(Dess et al., 1997). More specifically, the terrmti€preneurial Orientation” (EO) has been mostly
used to describe an entrepreneurial firm’s strat@gientation, capturing particular entrepreneurial
expression in the decision-making styles, meth@igl practices (Lumpkin and Dess, 1996). In
general, these researchers commonly view EO asdhwination of three particular dimensians
innovativeness , proactiveness, and risk-takimgovativenesss the tendency to engage in and support
new ideas, experimentations and creative procefises,adapting new viewpoints and shifting from
existing practices (Guth and Ginsberg, 1990; Lumpkid Dess, 1996Proactivenesgefers to the
anticipation of actions within the market, thatdea a first-mover advantage (Miller, 1983; Lumpkin
and Dess, 1996). By adopting such a looking-forwaetspective, proactive organizations are usually
the first to benefit from new emerging opporturstiéastly, risk-taking involves the willingness to

invest significant resources to exploit or explarghly uncertain opportunities (Miller, 1983; Masri

! These dimensions find their roots in the earlierks of Miller and Friesen (1982) and Khandwall&q1)
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1998; Keh et al., 2002). Lumpkin and Dess (199@)gest two other slightly related dimensions:
autonomy described as the independence in implementingideas and businesses arampetitive
aggressivenesss a challenging posture with regard to competitbat wish to enter the market or

advance their position.

In general, entrepreneurial process includes thefsectivities necessary to identify an opportynit
define a business concept, assess the needed cesoand manage and harvest the business
(Ardichvili et al., 2005). Business “opportunity’s ia broad term, that may relates to customers,
partners, products, markets and any potentialt®tughat may create some kind of future valuetfar

firm (Casson, 1982; Timmons, 2000; Singh, 2000aSaathy et al., 2003).

Since Shane and Venkataraman (2000) suggesteédritrapreneurship concerns the discovery and
exploitation of profitable opportunities, the study opportunity has become the cornerstone of
entrepreneurship literature, which has intensiggbwn and flourished in recent years (Venkataraman

1997; Shane and Venkataraman 2000).

In conclusion, entrepreneurial firms tend to pursuvative projects through the identification of
always new opportunities scouted in the environmeith reward expectations that involve calculated,
but significant risks. On the contrary, non-enteggurial firms have the tendency to adopt a passive
and risk-averse attitude, which basically inducanirto follow or imitate competitors. As suggestgd b
Barringer and Bluedorn (1999), firms that lack epteneurial orientation adopt a “wait and see”

posture.
2.5.1 Entrepreneurship and opportunities: an indivdual-level

Opportunity Identification has always been recogdias one of the most important abilities of
successful entrepreneurs (Shane and Venkatarar@@f; Ardichvili et al., 2003), and consequently

has become an important element in scholarly studie entrepreneurship. Gaglio and Katz (2001)
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sustain that “understanding the opportunity idésdgtion process represents one of the core intatiéc
questions for the domain of entrepreneurship.” Tegearch of Alvarez and Busenitz (2001) on
entrepreneurship and resource-based theory hasdexteits boundaries to include Opportunity
Identification as a resource that, through the gsemf exploitation, can lead to competitive adzget

(Shepherd and DeTienne 2005).

In his attempt to define the entrepreneurship canstVenkataraman (1997) stressed the need for a

deeper understanding of entrepreneurial opporasénd their sources.

Shane and Venkataraman (2000, p. 218), furthenefihe scope of entrepreneurship as including
“the study of sources of opportunities, the proegssf discovery, evaluation and exploitation of

opportunities, and the set of individuals who disgp evaluate, and exploit them."

So, the concept of opportunity plays a central molentrepreneurship research. However, the notion
of "opportunity" describes a wide range of phenom#rat can initially appear indistinct, but become

shaped through the time (Ardichvili et al., 2003).

Opportunities may emerge as undefined market needs)under-employed” resources and
capabilities (Kirzner, 1997). In other words, arpopunity can be viewed as the chance to meet a
market need through an original combination of veses that generates a higher value (Schumpeter,
1934 Kirzner, 1978; Casson, 1982). Venkataramafi{)lA&ssumed that a business opportunity consists
essentially of a series of ideas, attitudes andrestthat lead to new products/services creation.
Eckhardt and Shane (2003) described entrepreneypelrtunities as "situations in which new goods,
services, raw materials, markets and organizinghoast can be introduced through the formation of

new means, ends, or means-ends relationships "@dkand Shane, 2003, p. 336).

Drawing upon a literature review of 25 leading aatt journals and conference proceedings in a

wide range of organizational and business-relatedigdines, Ardichvili et al. (2003) describe three
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related concepts, which correspond to the princadivities that take place before a deal is closed
opportunity recognition, opportunity evaluation aoplportunity development. This thesis adopt the
latter view, acknowledging the fact that, althoudtaracterized by different level of formalization

(Davis and Sun, 2006; Kind and Zu Knyphausen-Aufs&®7), previous literature on Business

Development agrees on the “processual”’ natureeoBbh phenomenon.

Besides shedding light on the concept of opporyupér se, entrepreneurship literature developed
three main theoretical perspectives that have gieefdienced the scope and legitimacy of the regdear
stream itself (Stevenson and Sahlman, 1989). Aghothe three perspectives rest upon a diverse
theoretical base, they should not be considereshsially exclusive. In fact, their interaction may
offer complementary views for the study of Oppoityindentification. The“functional perspective”
focus on the entrepreneur’s interaction with thenemic environment (Casson, 1982; Hebert and
Link, 1988). According to this neoclassical viewasftrepreneurship, opportunities are considered as
independent variables, available to everyone, nbt  entrepreneurs (Shane, 2000).Entrepreneurship
here is driven by incentives and by the willingnésgay for relevant information (Casson, 1998),
given the heterogeneous distribution of knowledydhie economic environment (Hayek, 1945). In
their attempt to study how economic actors identifyppportunities, Amit et al. (1993) and Bull and
Willard (1993) described a situation where diffdremsts and different incentives and rewards wase t
main drivers of Opportunity Identification (Cassatf95). More recent literature on Opportunity
Identification have shifted the focus from the “@tional approach”, considering individuals’ unique
personality as the key driving force of the entemaurial activity. The aim guiding theérsonality
perspectivé is to shed light on the specific individual tsaithat delineate the profile of successful
entrepreneurs (McClelland, 1961; Timmons, 2000)particular, two factors appear to better foresee
the ability to identify new business opportunitiesitrepreneurial alertness (Kirzner, 1973) andrprio

knowledge and experience (Venkataraman, 1997; SH20@0). Personality perspective is greatly
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based on psychological theories. Many authorsndjgish entrepreneurs from other individuals by
looking for particular cognitive traits, such askripropensity, need for achievement, and self-
confidence (McClelland, 1961; Brockhaus, 1980; Bgghnd Boyd, 1987; Shaver and Scott, 1991;
Forlani and Mullins, 2000). However, since empiristudies on the topic didn’t produced convincing
results (Brockhaus and Horowitz, 1986; Low and Mdlei, 1988), researchers have moved the focus
from cognitive traits to cognitive processes andcma@isms that entrepreneurs use for collecting,
selecting and processing information to identifypounities in the external environment (Baron,
1998; Nicholls- Nixon et al., 2000; Shane and Veakeman, 2000). Although this perspective has
shed light on new and subjective factors influegoamtrepreneurial behaviors, it has received many
criticisms for being too static (Gartner, 1988; @&ra 1995). In this sense, théehavioural
perspectivé has made an effort in order to explain entrepuesigp from a more dynamic and
integrative viewpoint. Lee and Venkataraman (2006inted out the importance of the position in
social networks as a key structural parametertiafysng the opportunity identification process. ligar
research also assumes that entrepreneurship tfiecng should be individual's behaviors (which
depend also upon personality) rather than meretggpality traits, i.e. what entrepreneurs do rather

than who they are (Gartner, 1988).

Table 2.2: Theoretical perspectives on opportunitydentification and their main focus.
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Opportunity identification approach Theoretical focus

Functional perspective Entrepreneur’s interactioith whe economig

environment

Personality perspective Personality traits of theividual entrepreneu

=

and their link to opportunity identification

Behavioural perspective Individual entrepreneuctsviy

Source: author’s elaboration

Based on different and often conflicting assumgianderlying these approaches, various models
of opportunity identification explain Opportunitgdntification process through diverse and specific
driving factors (Bhave, 1994; Schwartz and Tea@&@®9]1 Singh et al., 1999, De Koning, 1999). Most
of these integrative models depict Opportunity td@ation as a staged process (Christensen et al,
1990; Bhave, 1994) pointing out several variabkeamecedents to the process itself. One of thé mos
comprehensive models of Opportunity Identificatimas introduced by Ardichvili and colleagues
(2003). They see “entrepreneurial alertness” agegndition for Opportunity ldentification and dwedi
the three central factors that determine it: 1 speality traits, 2) prior knowledge and experierar]

3) social networks. A more creativity-based framewof Opportunity Identification is proposed by

Hills et al. (1999) who identifies two distinctiyghases i.e. opportunity discovery and opportunity
formation, and focuses on the social study netwsarktext. Also Sigrist (1999) and Shane propose
models of opportunity identification, analyzingspectively, the cognitive processes involved in and

the prior knowledge and experience necessary faressful opportunity recognition.

While the above mentioned research attempts toigeay model of Opportunity Identification have
certainly contributed to gather important insights the opportunity identification construct, they d

not provide an holistic view of the process for tmain reasons. First, authors on entrepreneurship
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literature focus only on some peculiar elementhefOpportunity Identification process, depending o
the theoretical approach followed (Ardichvili et,&003). Second, existing models tend to consider
Opportunity Identification as an entrepreneur’snpaf view, rather than as a firm-level phenomenon,

failing to provide the basis for the developmenad@pportunity Identification capability .
2.6 Markets for Technology, entrepreneurshipandmarketing

The discussion above is particularly relevant ia fiotechnology industry contest, given the profound
and persistent environmental uncertainty, the rteethtegrate the different disciplines involved in
R&D and the tacit nature of the majority of knowded Pisano, 2006) In such a context, the managerial
approach of classical marketing activities has mexn widely adopted. Markets for Technology, in
fact, follow different rules compared to traditibnadustries, since technological innovations aeeat
products and markets that change the competitivéra@rment quite often (Moriarty and Kosnik,
1989). As | explained in Section 2.4, the “focusfwn marketing research mostly derive from the
emergence of new organizational forms (Webster2)],98uch as strategic partnerships and networks,

that substituted traditional market-based transastand bureaucratic hierarchical organizations.

When talking about entrepreneurial biotechnologmpanies and their business operations, several
authors suggest that this industry poor commepadiormance could greatly be explained by the lack
of marketing capabilities (Costa et al., 2004).abidition, they sustain that the great difficultias
setting up marketing strategies for firms competmguch peculiar markets are caused by the lack of
market-orientation, along with weak commerciallskileeded to lead the company towards the market.
However, recent studies have also introduced tba ibat, because of biotechnology business specific
characteristics, marketing here might be diffefemtn what is considered marketing in prior research

and common industrial knowledge (Renko, 2006). Taises a fundamental doubt, that this PhD thesis
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aims to clarify: biotechnology firms' marketing fmmance is poor not because of deficiencies in the

way it is carried out, but because its nature lmadaen completely explored.

In his recent works, Rajamaki (2008) very likelyp&ins how biotechnology industry opts for
marketing practices which follow different pathsmmared to other industries: firstly, he recognitres
uncertainty related to R&D which is endogenoushte biotechnology science, secondly, he accounts
for the life cycle of a biotechnology product whishexposed to premature failure: the high ratees
products introduction within the market, and thaited duration and extension patents increase the
risks associated to obsolescence. Moreover, thgtHemand the costs associated with product
development processes, reflect the continuous refedinancial resources in order to sustain
innovation. These challenges make it difficult tetimate the size of the potential market in

biotechnology.

When she explored the market-orientation of enénepurial biotechnology companies through
qualitative data, Renko (2006) further found tladttyough biotechnology firms may also show market-
oriented behaviors, these were highly related teepreneurial orientation, making the identificatiof

the two distinct concepts difficult to define.

In line with that, the association of marketing ardrepreneurship have been increasingly studied
in recent years. An example of a relevant issu¢his area is a stream of literature exploring the
relationship between the MO and the EO of a firnilsket al., (1997) and Shaw (2004) explain that
organizations are more productive in finding angleiting new market opportunities if marketing and
entrepreneurial activities are merged into oneebent years, a new concept of marketing, known as
entrepreneurial marketing, focuses exactly on titerface between the two disciplines, providing an

ideal base to the study of Business Developmettitarbiotechnology industry.
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As proposed by Slater and Narver (1995, p.68): {fliag a market orientation with entrepreneurial
values provides the necessary focus for the firmfermation processing efforts, while it also
encourages frame breaking action, thus greatlyeasing the prospects for generative learning.”
Previous literature has consistently revealed mifsignt positive correlation between MO and ECd an
between each orientation and firm performance (®avial. 1991; Miles and Arnold, 1991; Jaworski
and Kohli, 1993). One possible explanation of thegtcomes is that the two orientations might be
more than related: they could be part of a distidominant firm-level phenomenon. Thus, in linehwit
the heterogeneous nature of BD as emerged in 8e2tly combined customer focus, continuous
innovation, and proactivity rather than delay icifig the market, are interdependent elements that

could work together (Deshpande et al., 1993).
2.7 Entrepreneurship/marketing interface and Busings Development

Bjerke and Hultman (2002) suggest that, given tloeeiasing technological and social change that
characterize today’'s world, firm may be able to quer and sustain competitive advantages by

adopting an Entrepreneurial Marketing approach.

The term “Entrepreneurial Marketing” (EM) was caingy Morris and colleagues in the last decade
(2002). Their purpose was to get nearer the bdsdereen two disciplines that, until recently, were
considered distinct, if not opposite. AccordingMorris et al. (2002) EM can be conceptualized as “t
proactive identification and exploitation of opporities for acquiring and retaining profitable
customers through innovative approaches to riskag@ament, resource leveraging and value creation.”
(p. 5). As such, EM adopts an opportunistic stamdp@xpressed through a hybrid organizational
function that is not simply responsible and focusadcommunication and customers needs; it is also
looking into a continuous discovery of new sourdesn improvement through innovation and

substantial risk taking.
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In particular, according to Hamel and Prahalad 4)9¢he entrepreneurial approach to marketing
emerged as “a mechanism to mediate the tyrannyefserved market” (p. 83). In support of this
proposition, Atuahene-Gima (1996) discovered thdtigher focus on customers (i.e. the classical
milestone of market-orientation), corresponded toweer focus on product innovation. Other scholars
found that a “too close” relationship with custosarould block firm’s ability to engage in disrupiv
innovation, which constitute the main cornerstofduture competitive advantage (Christensen and
Bower, 1996; Christensen, 2001). Therefore, whalering current customers is a necessary condition
to create competitive advantage, it is not suffitiéor the firm to sustain or renew competitive
advantage in high-velocity, dynamic markets (Dauisl Sun, 2006; Uittembogaard et al., 2005). By
contrast, the EM perspective applies to firms teaerage incremental innovation and creativity to
serve existing customers (Collingson and Shaw, R00kile harnessing radical innovation to create
and serve new product-market spaces. This is litie thve idea of Business Development as a key
function in charge of finding new knowledge thah s integrated within the firm and developed/co-
developed in order to pursue innovations thus coriaeing the same innovative products stemming
from R&D activities. In addition, in Markets for Tknology, a continuous long-term relationship is
more likely to evolve compared to discrete excharggsed upon a single transaction, since mutually
beneficial outcomes may accrue over time (Houstoth @assenheimer, 1987; Gummesson, 1991,
1998, 2002; Gronroos, 1994). As | will further expl later, firms in the biotechnology industry
wishing to sustain their competitive advantage, tnessablish and renew their long-term relationships
with customers and partners, regardless of thees@ccording to previous literature on the topigs
can be achieved through an effective organizatioth management of the Business Development
process, which also generates reciprocally adgaotss long-term relationships between the company

and its customers (Kind and Zu Knyphausen-Aufs@B72Davis and Sun, 2006; Austin, 2008;).
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In what is likely the most comprehensive debateEdh to date, Morris and colleagues (2002)
suggest that EM constitutes a proactive organigaticonvergence towards customer satisfaction, led
by innovative value creation. Consistent with thgcdssion on Business Development earlier in this
paper, Morris et al.’s (2002) core elements of ENectively capture aspects of market and
entrepreneurial orientation. In particular, custormensity and value creation are at the heart of
marketing theories (Berthon et al., 1999; KotlddD2, Keefe, 2004). Other elements of EM, such as
risk management and organizational propensity toagiive behavior, better reflect a more
entrepreneurial approach to management (Miller319vin and Slevin, 1989; Lumpkin and Dess,
1996). This suggests that innovation from an EMspective must encompass both radical and
incremental product advancements, which not ordaters and renews competitive advantage but also

serves current profitable markets.

In summary, EM is increasingly proposed as an natdge base to conceptualize marketing in an
historical moment characterized by information ¢ov@d and continuous environmental change. By
merging aspects of entrepreneurship and markefhg, construct has proven to provide a valid

alternative in exploring market orientation of epireneurial technological firms (Jones et al., 2013

Given these premises, and in line with the abovetimeed debate on the heterogeneous nature of
BD activities,this thesis adopts a EM perspective, consideringiriass Development as an interface

between entrepreneurship and marketing.
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CHAPTER 3

OVERVIEW ON CAPABILITY DEVELOPMENT:

TOWARD A MODEL TO STUDY BD

3.1 Introduction

A number of theoretical perspectives offer insigbts how firms might develop organizational
capabilities. These primarily include perspectivemsn 1. resource-based view (Wernerfelt, 1984;
Barney, 1991), 2. dynamic capabilities approache€eet al., 1997), and 3. knowledge-based view

(Grant, 1996; Decarolis and Deeds, 1999).

An important theory on Capability Development igamizational learning (Conner and Prahalad,
1996), which adopts a learning perspective andeargjuat firm capabilities are developed on thesbasi
of incremental learning and fine tuning of relevday-to-day activities (Singh and Zollo, 1998; Kale
and Singh, 2002). Although the latter approachariqularly appreciated in the strategic management
literature, the aim of this work is not to undenstdearning mechanisms leading to the developmient o
a BD capability, but to provide conceptualizatiafishe different dimensions underlying firm Busises
Development capability. In order to do so, | wiltsfly confront the Capability Development

approaches examined above, in order to identifyties most appropriate for our aim.

Guided by the Dynamic Capability approach, | wilen elaborate a model to study BD capability

and its relation to competitive advantage.
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3.2 Capability development: exploring different appoaches

For two decades, many researchers have tried toeptumlize new ways to describe a firm’'s
resources; moreover, they have often labeled therk as a “new” theory of persistent superior
performance or competitive advantage (Barney aratkCR007). Thus, the literature currently has
proponents of “resource-based” (Wernerfelt, 198drnBy, 1991), “dynamic capability” (Teece et al.,
1997), “competences” (Foss, 1996) and “knowledgeeta(Grant, 1996; Decarolis and Deeds, 1999)
theories of superior performance (Barney and Ck&®7). While each of these theories has a slightly
different way of characterizing firm resourcese\tishare the same underlying theoretical structite.
focus on similar kinds of firm attributes as cridgndependent variables, debating on the condition
under which these firm attributes will generatesggtent superior performance and will lead to lgrge

interchangeably empirically testable assertions.

Table 3.1 below offers a summary of the main prarstprecursors, followers and scholars that
have written on each theory i.e. Resource Basew/ M¥ynamic Capabilities View and Knowledge

Based View.
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Table 3.1: Main contributors to the different theoretical perspectives

THEORETICAL AGAINST THE
PERSPECTIVE PRECURSORS PROMOTERS FOLLOWERS THEORY
¢ Penrose (1959)| « Wernerfelt (1984) | « Prahalad & Hamel » D’Aveni (1994)
» Learned (1969)| « Barney (1986), (1990) » Foss, Knudsen &
* Rumelt (1984) | Teece (1980, 1982) | » Grant (1991) Montgomery (1995)
* Nelson (1991) » Grant (1996)
e Milgrom, Qian & * Mosakowski & Mc
Roberts (1991) Kelvey (1997)
» Mahoney & Pandian * Williamson (1999)
(1992) * Priem & Butler (2000,
» Peteraf (1993) 2001)
* Amit & Shoemaker * Bromiley & Fleming
(1993) (2002)
RBV » Henderson & Cockburn| « Hoopes, Madsen &
(1994) Walker (2003)
» Teece & Pisano (1994)
» Wernerfelt (1995)
» Collis & Montgomery
(1995)
» Conner & Prahalad
(1996)
» Porter (1996)
» Teece, Pisano & Shuen
(1997)
» Makadok (2001)
» Barney (2001)
e Hayes, e Teece, Pisano » Powell (1996) * Mosakowski & Mc
Wheelwright & | (1994) « Magretta (1998) Kelvey (1997)
Clark (1988) + Martin, Dosi & « Zollo (1998) * Williamson (1999)
* Eisenhardt Marengo (1994) « Lane & Lubaktin (1998)| « Priem & Butler (2000)
(1989) * Teece, Pisano & | « Dougherty (1992)
« North (1990) Shuen (1997) « Sull (1999)
e Clark & « Eisenhardt & + Gulati (1999)
DCV Fujimoto (1991) | Martin, 2000 « Larrson & Finkelstein
« Judge & Miller (1999)
(1991) » Helfat & Raubitschen
¢ Kogut & (2000)
Zander (1992) « Wetlaufer (2000)
* Burgelman + Graebner (2000)
(1994) » Eisenhardt & Martin
(2000)
* Nonaka and « Kogut and Zander, | « Blackler, 1993 » Spender, 1996
Takeuchi, 1995 | 1992 » Weick and Roberts, » Cook and Brown, 1994
e Polanyi, 1962 | « Grant, 1996 1993  Patriotta and
KBV ¢ Decarolis and  Blackler, 1995 Pettigrew, 1999

Deeds, 1999

» Spender, 1996

» Cook and Brown, 1999
« Patriotta and Pettigrew,
1999

» Blackler, 1995
* Chacar and Coff, 2000

)

Source: author’s elaboration
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Since an entrepreneurship resource-based appraeibally can be considered as a process of
identification, acquisition and accumulation ofaesces to take advantage of perceived opportunities
(Bergmann-Lichtenstein and Brush, 2001), | willrsthe analysis of capability development theories

from that.

3.2.1 The Resource Based View

RBV approach was first formulated by Rumelt (198Akrnerfelt (1984) and Barney (1986). The
RBV has its roots in the seminal work of Penros85@), who first shifted the firm strategic
management point of view from production to resesr@Besides looking “inside” a firm to analyze its
ability to growth, Penrose (1959) made severalrotbatributions to what became the resource based
theory (Barney and Clark, 2007). First, her wordd® at the firm as a “bundle of productive resositce
that must be coordinated (Penrose, 1959); i.fitmedevelops and differs from other firms becaote
its own — tangible and intangible - resources, tiake it unique. Thus the focus is on the firm
capability to manage its competence portfolio thiewe advantages deriving from an efficient
differentiation and exploitation of resources. Setothe author adopted a very broad definition of
what may be considered a productive resource. Whaitbtional economists like Ricardo converged on
only a few resources that might be inelastic inpgfland, etc), Penrose was the first to analyee t
competitive implications of other inelastic resagcsuch as managerial groups and entrepreneurial
skills. Finally, Penrose recognized that, even wvitinis extended typology of productive resources,

there might still be additional sources of firmédreigeneity.

Since then, the Resource Based Approach has grapidly until it became one of the most
influential streams in Strategic Management (Malyoaard Panclian, 1992) and recognized as “an
influential theoretical framework for understanditngw competitive advantage within firms is

achieved and how that advantage might be sustaiwedtime” (Eisenhardt and Martin 2000). The
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RBV perspective focuses mainly on the internal pizgtion of firms, and on the “soft and intangible
variables” (culture, learning, development, etan.prder to explain the firm performance. In patiacu

it is possible to draw RBV essential postulatefolsws:

« Firms are systems combining material and immateradluctive resources that are subjective,

individualized and strategic, because they allowadioieve extra profits;

« thus, firms are heterogeneous both for the nat@irtheir stocks of resources and internal

capabilities, and for their exploitation;

« with regard to the available resources and thedy fisns realize rents representative of various

levels of extra profits.

With the term “resourcesthe RBV involves those tangible and intangible &sgbat can be
estimated and exchanged to create, produce andgoitels in the market (Barney and Clark, 2007). In
addition, a firm is strengthened by the presencahpetences”, that are those abilities in manggin
and exploiting resources, allowing the developnwnthe resources themselves, that is important to
achieve the real firms’ goal of competitive advgeta The right combination of resources and
competences can lead to the competitive advanifaigeprresponds to the VRIN condition@Barney,
1991). According to Barney (1991) a firm resouraestrpossess four attributes in order to have this
potential: it must be valuable, in the sense thakploits opportunities and/or neutralizes threata
firm’s environment; it must be rare among a firngsrrent and potential competition; it must be

imperfectly imitable; and it must be able to belekpd by a firm’s organizational processes.

So three RBV fundamental linked concepts explaia ties between resources, competitive

advantage and governance:

> More information about the VRIN conditions can berid in Bowman and Ambrosini (2003), while the Hesjet al.
(2003) critic them hardly.
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+ Resources and competences are the fundamentablbéismss;
+ These elements are source of competitive advaatagiguarantee a rent;
+ The RB perspective contributes to the firm managenieough good governance.

Two conclusions can be drawn from these premisest, Fesources which are rare and valuable can
induce a competitive advantage. Second, resourbehare additionally not imitable, not replaceable
and not transferable can induce a sustainable ditapeadvantage. However, the connection between
specific resources and performance of a corporasiostill not clear (Priem and Butler, 2001: 25).
Moreover, RBV is considered not suitable for higHoeity environments (Bourgeois and Eisenhardt,
1988), because it focuses on resource accumuldtidngh tech industry, for example, the continuous
change of resources and knowledge is considerbd tkey factor for improving firm’s performance
(Song et al., 2005; Ambrosini and Bowman, 2009pl@&.2 presents an analysis that summarizes the

principal RBV characteristics, strengths and weakas.
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Table 3.2: RBV summary

RBV

« ltis a strategic theory, because it uses difféated resources according to the specific goathiexe.

e It transforms the B-C-P paradigm into a new one,RRC-B.

Features « The firm value depends on the services it can pliféted to scarce strategic resources.
* Resources and competences must be simultaneouklgble, Rare, Inimitable and Non-substitutable
(VRIN conditions).
« It focuses on strategic internal factors such asues and capabilities; their mix determinesfitine
performance.
e It tries to understand why firms belonging to tleene industry have very different performance: it is
Focus because of their heterogeneity in terms of theec#j resources, their accumulation and their use.
« It focuses on internal resources, their accumutatievelopment and exploitation.
e It opens the door to analysis on ex ante/ex posthamsms that maintain and strengthen fjrm
heterogeneity.
< It recognizes that firms differ in terms of hetezagous internal resources and competences, so that
their performance are different even if firms bgjda the same industry.
« It considers strategic resources scarce, not ragetiinimitable, irreplaceable.
Strengths
« According to this theory, firms are allowed to ashé long-lived rents.
e This framework encourages a dialogue between schfslam a variety of perspectives and emphasjzes
the importance of organization in business research
e ltis considered “static” with respect to new thesrbecause it considers resources at one poiim,
without thinking about their evolution.
¢ In changing environments, it lacks of dynamic atpec
« Itis not able to operationalize its concepts catasitly across firms.
e« It does not explain why certain firms have compatditadvantage in situations of rapid and
Weaknesses npredictable change.
e It has three general isolating mechanisms to ptetles imitation of resources and competences
(property rights, learning and development costssal ambiguity) but they are not the only existithgre
are many other mechanisms that do not depend iom'a fesources or competences.
e It has been called conceptually vague and tautcébgivith inattention to the mechanisms by whjch

resources actually contribute to competitive adzget

Source: author’s elaboration

Thus, the practical implications of the resourcedaaview on management are limited. A specific

issue of many RBYV related studies is their stagew there is no time series included and, speaific

path dependencies are often not considered. Artiawdai problem is that often researches on pasicul
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resources forget the processes within the orgaaizawwhich are instead important in gaining
competitive advantages. Many research describe itlernal environment and processes of
corporations as a ‘black box’. Both problems -istaiew and ‘black box’ - are partly solved by

adopting a Dynamic Capability View.

3.2.2 Dynamic Capabilities View

The dynamic capabilities View gathers long termutijids and proposes a new approach which
integrates RBV and focuses attention on the firatity to renew its resources in line with changes
its environment. Thus the dynamic capabilities V(®CV) gives emphasis on the firm’s reactivity in

complex contexts.

As Teece et al. (1997) explain, “the global contpatibattles in high-technology industries have
demonstrated the need for an expanded paradigmnderstand how competitive advantage is
achieved. [...]"” (p. 515). Winners in the global metiflace have been firms that can demonstrate
timely responsiveness and rapid and flexible prtdaocinnovation, coupled with the management
capability to effectively coordinate and redeployernal and external competences” (Teece et al.,
1997). So they refer to this ability to achieve néwms of competitive advantage as “dynamic

capabilities” in order to emphasizes the firm'sligpto involve adaptation and change.

In order to avoid misunderstandings, Table 3.3 sanras some definitions of dynamic capabilities
that have followed one another in recent yearg)khido the contributions of many scholars that have

applied DC framework to their studies.
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Table 3.3: Definitions of Dynamic Capabilities

AUTHORS DEFINITION OF DYNAMIC CAPABILITIES

Teece, et al. (1997: p. 516) ‘the firm’s ability to integrate, build, and recagdire internal and external competences to
address rapidly changing environments.’

‘the firm’s processes that use resources - spedlifi the processes to integrate,
Eisenhardt and Martin (2000: p.reconfigure, gain and release resources — to match even create market change.
1107) dynamic capabilities thus are the organizationa atrategic routines by which firms

achieve new resource configurations as marketsgameollide, split, evolve, and die.’

A dynamic capability is a learned and stable pattdrcollective activity through which
(Zollo and Winter 2002: p. 340) the organization systematically generates and nesdifs operating routines in pursuit jof
improved effectiveness.’

(Winter 2003: p. 991). ‘those that operate to extend, modify or creaténay capabilities.’

(Zahraetal. 2006: p. 918). ‘the abilities to reconfigure a firm's resourcesl aoutines in the manner envisioned and
deemed appropriate by its principal decision-maker.

‘a firm's behavioural orientation constantly toeigtate, reconfigure, renew and recreate
its resources and capabilities and, most impostanghgrade and reconstruct its care
capabilities in response to the changing envirotnberattain and sustain competitiyve
advantage.’

Wang and Ahmed (2007: p. 35

~

‘the capacity of an organization to purposefullgate, extend or modify its resource

Helfat et al. (2007: p. 1) base’

Source: author’s elaboration

Listing these definitions highlights the generahsensus about the Dynamic Capability construct.
These definitions reflect that dynamic capabiliteeg organizational processes in the most general
sense and that their role is to change the firessurce base. The literature also explains thadrdyn
capabilities are developed rather than acquireoh filee market (Makadok 2001), are path dependent
(Zollo and Winter 2002) and are embedded in tha {iEisenhardt and Martin 2000). These definitions
also show what dynamic capabilities a. First, Winter (2003), Helfat et al. (2007) anch&xy0gg
and Kliesch-Eberl (2007) emphasize that Dynamicabdjy is not an ad hoc problem-solving event
or an unplanned reaction. It must contain somespat element, i.e. it must be repeatable. Zoltb an
Winter (2002, pp. 340) also suggest that dynampabdities are persistent and that “an organization
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that adapts in a creative but disjointed way touecsssion of crises is not exercising a Dynamic

Capability”. Secondly, Zahra et al. (2006) and Hekt al. (2007) highlight that the use of dynamic

capabilities is intentional, deliberate and canbetassociated with random “good luck”. Lastly, the

definitions show that, while dynamic capabilitia® @oncerned with strategic change, they are not a
synonym for it. In summary, all the previously ditgefinitions clarified the intentional effort tb@nge

the firm's resource base that stands behind themynCapability construct.

dynamic capabilities include the abilities to leam solve and prevent problems and to accumulate

relevant new competences and knowledge, that niekirin able to respond to market changes.

According to the DCV, the strategic dimensions @ifra that lead to a competitive advantage are:

+ the position on the market, which is determinedtbyearning processes, by the coherence of
its internal/external processes and by its speaiisets (technological and knowledge assets,

reputational and relational assets, etc.);

« organizational and managerial processes, whiclctsirel the activities of a corporation. Very
important processes are the learning-related psesesncluding the accumulation of

experiences or articulation and codification of kexige (Zollo and Winter 2002)

« path dependencies, that concern previous decidrvnsesses and positions of a corporation are
results of historical events, hence, current deashave to pay attention to this finding (Kogut
et al, 1992). Moreover, corporate experiences and kragdeinfluence the path of a

corporation by learning processes.

DCV is thus a system of shared values, manageroathes (in decision making, adoption of rules,
tacit knowledge) that reveal its importance in ethfficult to imitate, because dynamic capabittie

are built within the firm rather than bought in thmarket. But capabilities that are hard to imitates
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also hard to develop and transfer internally, eifecodified. Although it places emphasis on the
internal processes that a firm utilizes, some suiBolre skeptical about the existence and the

application of dynamic capabilities.

However, DCV suffers from terminological ambiguitin particular about its key concepts of
competence, capability and routine. It emphasizgsihic efficiency but does not propose feasible
criteria for evaluating it. DCV is also difficulbtbe measured and put into effect with the stanttanid

of industrial economics.
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Table 3.4 DCV summary

DCV
Features e Itintegrates RBV adding the dynamic componeniacks.
< Building firm specific (or “idiosyncratic”, in th&BV terminology) capabilities is a slow and gradyal
process, based on collective learning, that is newematic.
« It indicates not only how the firm plays the garbet also how it has to play it in relation to other
assets, to understand how they need to be deptmededeployed in a changing market.
e DC are built inside the firm rather than boughthie market and they are likely to be path depengent
routines.
« DC are embedded in their organization so that #reyhard to be imitated by rival corporations.
« A firm can be able to achieve and sustain a cotipetadvantage analyzing three classes of factors:
processes (technological, organizational, mandyepasitions and path dependencies.
Focuses < It underlines the capacity an organization facinggpidly changing environment has to create new
resources, to renew or alter its resource mix.
« |t focuses on resources and capabilities birthetigment, integration, recombination, reconfigumati
Strengths « It places emphasis on the internal processes thiahautilizes, as well as how they are deployed an
how they will evolve.
« It focuses on dynamic environments, that were nositlered in the RBV
Weaknesses « It suffer from ambiguity about its terminology, particular about its key concepts of competence,
capability and routine.
« It emphasizes dynamic efficiency but a feasibleedn for judging it still has not been proposed.
* Some scholars are sceptical about the real DCeexistand application.
« Dynamic capabilities are necessary, but not seffiGi conditions for competitive advantage: they are
however, used to build new resource configurationghe pursuit of temporary advantages (in a lagfig
opportunity exploitation).
« DCV is a good explanation of firm performance, Husuffers from problems of measurement and
operationalization with the standard tools of irtdaseconomics.

Source: Author’s elaboration

3.2.3 Knowledge Based View

The recognition that knowledge is the main drivérsostainable competitive and collaborative

advantage has been a major breakthrough in managdhieking (Sousa 2008). Organizations in

knowledge intensive industries, such as IT andegitmiology, have understood that, in order to
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prosper, they must find new ways of acquiring thewdedge they need exactly when they need it, so

as to adapt to a rapidly changing and increasiogigplicated environment.

The approach of “knowledge as resource” has becttedominant perspective of Knowledge
Based View (KBV) in strategy (Grant, 1996). In fattte dominant KBV considers the latter as a
development of the resource-based thinking, whieeecbncept of resources is extended to include
intangible assets and, specifically, knowledge-bassources (Grant, 1996; Decarolis and Deeds,
1999). According to the Knowledge Based View “tloenpetitive advantage of corporations is caused
by the knowledge management” (Kogut and Zander2)198 particular, Grant (1996) argues that what
determines firms’ competitive advantage in dynaenwironments is tacit individual knowledge; its
value, in fact, does not suffer from erosion duelteolescence and imitation, because it is botueni
and relatively immobile. In order to overcome tlsequent issue of integrating specialized and taci
knowledge of individuals, Grant identifies threeaddcteristics which increase knowledge’s strategic
value: 1. efficiency, 2. scope and 3. flexibility imtegration. The former depends upon common
knowledge, frequency and variability of tasks, andtructure that economizes on communication
(Eisenhardt and Santos, 2002). A broader scopentefyiation facilitates instead the creation and
conservation of competitive advantage. The fleiipibf integration refers to the inclusion of new
knowledge and the reconfiguration of existing dneaddition, Grant, along with other authors (Kogut
and Zander, 1996; Kogut, 2000), supports that kadgé can also be integrated externally through
relational networks that span organizational bouedgEisenhardt and Santos, 2002). These networks
act as effective systems to access and integrate kreowledge, especially in high-velocity
environments, where the speed and scope of knowledgbination play a key role in sustaining

competitive advantage (Bourgeois and Eisenhar@®3)19

Another central theme of KBV is that knowledge detd at both individual and firm level enhance

the development of firm-level capabilities that mapd to competitive advantages (Grant, 1996).
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According to Leonard-Barton (1992) a core capabibt the knowledge set which distinguishes and
provides a competitive advantage to an organizatioth describes four dimensions underlying this
knowledge set: employees skills and knowledge nieah systems, managerial systems and values and
norms associated with the knowledge itself (Leotadon, 1992). Thus, according to KBV,
organizational capabilities develop as a resuliecbmbining and/or integrating knowledge inside and

outside the firm.

Within KBV, knowledge is also related to innovatidviany studies on knowledge sourcing suggest
that external linkages are important for a var@tynnovation-related outcomes such as patentsnpat
citations, speed of product development, qualitytred product pipeline, and introduction of new
products (Allen, 1977; Katz and Tushman, 1981; Bramd Eisenhardt, 1998; McEvily and Zaheer,
1999). External network seems to supports managele identification of new technical knowledge
and understanding trends of their industry’s trigjges. Thus, in dynamic environments, searchimg fo

identifying, accessing, and sharing new knowledgdraportant activities for innovative performance.
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Table 3.5: KBV summary

main

KBV

Features « Knowledge is the most importante resource of tia fi
« knowledge is held by individuals (know-what and Wrloow), and yet it is also embedded in the
organizing principles by which people voluntarilyoperate in an organizational context
« firms are able to grow and deter competitive inwtatonly by continuously recombining their
knowledge and applying it to new market opportesiti

Focuses e The KBV focusing on intangible resources, ratheanthon physical assets. In this perspectjve,
knowledge is the most important resource, and bgéreous knowledge bases across firms are the
determinants of performance differences (DeCafbli3eeds, 1999).

Strengths e The theme of knowldeg is highly related to bothawation and networking
< It is suitable for dynamic environment
e justifies the existence of differences in perforg®rbetween organizations as a consequence of

knowledge asymmetries
Weaknesses ¢ The basic tenets of KBV have not received much engbiexamination

« The theory has not been tested with regard to ttare of competitive advantage (temporary
sustained) or the source of that advantage (kn@eled. knowledge

e processes).
« the normative implications of the theory have reedilittle empirical examination

« Measures used for performance (speed of knowledgesfer, patents, learingn) are not actu
measures of performance that can yield insights tim¢ nature of competitive advantage, the souftkad
advantage, or whether that advantage exists at all

« there appears to be little, if any, empirical ewicke that this assumption is true.

« the strategic logic is simply an extension of tagource-based view of strategy in general

ally

Source: author’s elaboration

3.3 Discussing the different approaches

The discussion above provides a comprehensive ieverof the four main theories on capability

development. They are all valid and consolidatadhworks, although each of them has peculiarities

that makes them better applicable to different estst

The objective of this thesis is, among others,ttolys how firms develop a Business Development

capability (BDC) in the biotechnology industry. Astensively explained in Chapter 2 (Section 2.2),
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BDC in high tech industries concerns the identtf@maof new business opportunities that createevalu

for the firm (Davis and Sun, 2006).

While Resource Based View and Capabilities BasesWMocus on resources and capabilities that
are stable and enduring sources of competitive rdega, Business Development is a future-oriented
practice that aims at developing the existent mssinthrough the identification of new external
opportunities which are expected to create a cedagree of change within the company’s stock of

resources (included the customer base) and congast¢hlurray, 2012).

The knowledge based view has been very much appbedigh tech and knowledge intensive
contexts, such as the biotechnology industry, btstause of its ability to detect innovative behessio
However, its empirical application is still extevely criticized due to the lack of solidity in the

“knowledge” construct itself.

Wondering if it is even possible to sustain contpatiadvantage in high-velocity environments,
some other authors (Eisenhardt, 1989; D'Aveni, 1¥denhardt and Martin, 2000) focus on the
capacity to change, rather than to possess ankhasdedge or other types of resources, “as therakent
driver of a flow of temporary advantages that leamsuperior performance in such environments”
(Eisenhardt and Santos, 2002, p. 145). This Dyn&aigability perspective (Teece et al., 1997), has
been criticized mainly because of the difficultyimerpreting the two distinct terms “dynamic” and

“capability” as one single word.

According to an in depth analysis of seminal agg8cbn the topic (see Section 3.2.2) a Dynamic

Capability should not to be intended as a capgbilithe RBV sense; in fact, it is not a resource.

More specifically, the RBV sees capabilities abagitprocesses that firms deploy to utilize resairce

(Amit and Shoemaker 1993) or a type of resourcesn®y,1991). A valuable resource base grants a
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firm the substantive capabilities to get enoughiegs to survive in the preserahraet al's, 2006);
in other words, it grants operating capabilitiesir{idf, 2003). Dynamic capabilities, instead, are
processeshat impacts upon resourcethat lead to the development of a most satisfactespurce
base (Eisenhardt and Martin, 2000; Teece, 2007habyc capabilities are “future oriented”, while
capabilities refer to something the firm needsclmmpeting today; thus “static”, if dynamic capdiei

are not developed and applied to change them.

In addition, it is unclear to what the adjectiveyfidmic” refers to. According to Eisenhardt and
Martin (2000), dynamic capabilities can be deploydsio in relatively stable environments, thus
excluding the reference to environmental dynamismay also be possible that the capability itself
dynamic, i.e. it changes overtime; but this is algmrrect because, according to Eisenhardt andiMar
(2000), dynamic capabilities consist r@éfpeated processesuggesting that we are dealing with quite
stable phenomena. Thus, according to my interpoetaf the phenomenon, the term “dynamic” refers
to how the resource base is changeddynamic environmenttrough the deploymerdf dynamic
capabilities In other words, the dynamism relates to the piégr between the dynamic capability and

the resource base, which leads to the modificaifahe latter.

Accordingly, this thesis adopts such interpretatioh dynamic capability, proposing a new

framework for capturing Business Development dymracapability.

3.4 Toward a model to study Dynamic Capabilities ilMarkets for Technology

The Dynamic Capability View argues that competitadvantage does not necessarily stems from
scarce, difficult to imitate and firm-specific resoes, but from how they are configured by managers

Indeed, Teece (2007) describes dynamic capabiliBes set of specific, but hard to identify, preess
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procedures, systems, and structures. Otherwisstdisable competitive advantage would erode with

the effective communication and application of DyinaCapability concepts” (Teece, 2007:1321).

Besides shedding light on the dimensions underpgqmBusiness Development, the goal of this
thesis is to explore the managerial and organizatiantecedents, i.e. the microfoundations, that ar
capable of explaining a superior BD capability. Wireg from Teece et al. (1997), | argue that such
capability is dynamic in nature since it is destguato effect organizational change and to alldwra
“to integrate, build and reconfigure internal andeenal competences to address rapidly changing

environments” (Teece et al., 1997, p. 516).

A Dynamic Capability approach has been adoptedh@n literature to look into a number of
phenomena similar to BD, e.g. new product developniPeeds et al., 1997), alliance formation
(Rothaermel and Deeds, 2006), innovation (Jantu2@05) and external knowledge acquisition (Zahra

and George, 2002).

In the biotech industry, there are many variabbg thtervene between BD and growth. As | will
explain later, the uncertainty of R&D is the bigver of growth volatility (Pisano, 2006). In thisrsse,
it would be very difficult to support a direct linketween BD and performance. What is possible,
instead, is to suggest that BD is what allow fitm&xploit and recombine its resource base thrabgh
identification and acquisition of new external ofdpaities. Such opportunities (the resulting deals)
will be impacting on the rate of new product depeh@nt of the firm, a fairly used expression of

performance in the biotechnology industry (Stald &out 1990).

Consistently with this reasoning, | advance thah&wyic Capability constitute an ideal approach to
study a specific organizational phenomenon, Busifi@svelopment, through which resources and

competences can be exploited, integrated and rigcoatl.
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For the purpose of the thesis, | developed a framnewn order to combine the different variables

mentioned above. The framework encompasses fourrajlding blocks:

(1) Resources, represent both tangible and intén@im assets (i.e. resources and competences);

(2) Firm competitive advantage, conceptualizes ékient to which a firm is able to maintain a

competitive leadership in specific market segments;

(3) A BD dynamic capability results in the integoat and reconfiguration of the firm’s knowledge
base to address rapidly changing environments. Wighpurpose of capturing such phenomenon, |
draw from Teece’s work (2007), who suggests thatadyic capabilities posse two critical functions:

sensing and seizing new business opportunities;

(4) Microfoundations include the organizational anthnagerial antecedents of a dynamic
capability. In particular, Teece (2007) defines nmicundations as the distinct “processes, proceiure
organizational structures, decision rules and skhkt lie behind dynamic capabilities. Thus, meli
with Bianchi et al. (2009), | propose a distinctemmong three microfoundation blocks: (1) proce2s; (

structure; (3) people.
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Figure 3.1: Theoretical framework proposed for studying BD capability

RESOURCES COMPETITIVE
ADVANTAGE

DYNAMIC
CAPABILITY

STRUCTURE PROCESS PEOPLE

Source: author’s elaboration
3.5 Rationale of the Model

The underlying principle of the theoretical framelwv@roposed above is that, particularly in h
tech industries, resourcealone do not explain comjitive advantage, because specific dyna
capabilities are needed in order to deploy and mbioe resources so as to achieve sustair

competitive advantage (Teece et al, 1997; Eisemnlaaud Martin, 2000)

In a Market for Technology, a primary exption of enterprise competitive advantage is the ah
which the firm develops new products and explogirttmarket potential (Stalk and Hout 1990). S
ability is important in order to get early cashw for greater financial independence, exte
visibility and legitimacy, early market share, andnicrease the likelihood of survival (Schoonhcet
al., 1990). In addition, firms that develop new produetsd bring them to market faster tt

competitors, have a higher probability to gaint-moveradvantages. This is particularly evident in

* From now on, when Wwill use the term “resources” as a term that inekichssets, capabilities, processes, attrib
information, knowledge, etcontrolled by the firms (Barney, 19¢

68



biopharmaceutical industry, where restrictions atept protection leads to “market races” where “the
winner takes it all” (Gilbert and Newbery 1982; dle 1988). However, even in more “low tech”
industries, the advantages of being first, in teahmarket supremacy, reputation effects, expedenc

curve effects, and the like, can still be of giegtortance (Lieberman and Montgomery 1988).

Let us consider a firm that has been able to devebonmercial opportunities from its technological
know-how. To convert this know-how into a viableoghct, the firm has to bring together a set of
assets that usually include complementary techmabgnow-how, manufacturing know-how, market
know-how, and, of course, financing (Teece 1988&)e Tmportance of complementary technological
know-how reside in the increasing interdisciplibaof new product development, that calls for the
integration of know-how from different areas (Dak882; Mowery and Rosenberg 1989; Rosenberg,
1982). Marketing know-how may also be relevantoiider for new products to succeed, they have to
be designed to best satisfy customer needs (Ruekdrtwalker, 1987). Firms need manufacturing
know-how to understand how to efficiently manufaeta new product while minimizing its time to
market (Stalk and Hout 1990). Finally, access taricial resources is important, because without
funds many entrepreneurial firms will be unabléudher advance their technological know-how into a

commercial product.

Theoretically, given time and initial financial msces, a firm can develop internally the
complementary technological, manufacturing, and ketarg assets needed to transform new
knowledge into a commercially viable product, th@menercialization of which will then provide

enough resources to further invest in the abovetioresd assets.

Given that, firm resources influence performancé&ew tenet of the Resource Based View of the

firm: the more the resources of the firm, the gre#iteir expected value (Barney, 1991).
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However, in high tech markets, where environmetttainge is extremely high, firms may have lost
the ability to capture any first-mover advantageaster competitors by the time resources hava bee
achieved. When minimizing time to market is an im@ot competitive requirement, as is often the
case (Stalk and Hout 1990), firms source compleangriechnological, marketing, and manufacturing
know-how, as well as financial resources, outdidefirm boundaries (Hamel et al., 1989; Mitchellan

Singh 1992; Shan 1990; Pisano 1990).

Thus, in line with this reasoning, | argue that telationship between resources and competitive
advantage is mediated by the development of a Bssimevelopment (dynamic) capability. Such
capability is expected to quickly integrate andbrabine the extant resource base through the pveacti
identification and capture of external business copmities (Teece, 2007). Such continuous
dynamicity in the resource base is expected toaede time it takes to develop new products and
bring them to market, thereby increasing their plolity of survival and/or capturing first-mover
advantages. In summary, firms with a Business [@@veént capability are expected to manage their

resources better than competitors.

As suggested by Bianchi et al. (2009), when dynacaipabilities (DC) exist, the relationship
between resources and competitive advantage oaatsiwise, “the relationship does not occur, is
weaker, or is not sustainable over time” (Bianchiagé, 2009, pp. 42). This explain why some

companies are not able to fully realize their reses potential (Ray et al., 2004).

In line with the authors, my framework suggestst thaBD capability is built and shaped by
managerial decisions on the process, the orgaormadtstructure and the people that involved in BD.
That is to say that the main drivers of superiorsggg and seizing of BD opportunities are particula
organizational and managerial systems that firmsntarily develop and implement. | will thoroughly

explain such microfoundation in the following paigghs.
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3.5.1 Microfoundations: Structure

According to the evolutionary economics theory €dal and Winter, 1982), firms will likely be
more effective at capability development when theyld up procedures, or “routines” that are
purposefully designed to gather, integrate, andesignate relevant organizational knowledge acquired
through individual and organizational experiencalet al., 2002). Expanding on the foundations of
evolutionary economics, Zollo (1998) and Kale andgB (1999) argue that firm capabilities are
developed through incremental learning and fineriof relevant daily activities in the firm. Other
scholars have argued that organizational capaslitould also be developed by substituting or
complementing incremental learning from daily at&s (Zollo, 1998; Kale and Singh, 1999) with
organizing rules through which individual and grduwledge is configured and managed within the
company. Such “architectural competence” (Hendemsoth Cockburn, 1994), basically encompass
organizational processes that are applied to iategand coordinate information and actions among
various people and sub-groups within the firm. Ehedegrative mechanisms constitute a significant
locus of firm learning, by facilitating generatiaf feedbacks from past and ongoing experiences in
different parts of the company (Pisano, 1994).thar purpose, Grant (1996) suggested the adopfion o

hierarchical structures, teams and rules.

Along with some other authors (Harbison and Pek888; Mitchell, 2000), Kale et al. (2002)
suggested that centralized coordination of thisd ki:m equally important in the alliance context. In
particular, they sustained that an alliance capghlould rest upon how effectively the firm is alib
capture, share, and disseminate the alliance marageknow-how associated with prior experience
with regard to every aspect of an alliance, frommfation to termination. To the extent that firms

engage in these activities in the form of a fastgble and repetitive pattern, these activities lman
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viewed as the knowledge management routines that tioe basis for a capability. (Kale et al, 2002, p

750).

3.5.2 Microfoundations: Process

While some professionals in the firm may possessntessary cognitive and creative skills, the
more desirable approach is to embed scanning, &u@h) negotiation and alliance management
activities within the firm itself. The company 13 fact exposed to more risks if such activities lafe
to the cognitive traits of a few individuals: irfexample, they left for pursuing new job oppotties,
they competences and knowledge would also be Tbsts, dynamic capabilities are impacted by the
organizational processes that the enterprise leagedt to manage its business in the past (Teete et

1997, Teece, 2007).

The scouting activities that are relevant to “segisconsist of information about the business
ecosystem scenario. With respect to technologi&f) Rctivity can itself be thought of as a form of
“search” for new products and processes. Howevé&D s too often usually a manifestation of
“local”, internal search, which is only one compponef relevant search. In fast-paced environments,
with a large percentage of new product introdudi@oming from external sources, exploration
activities should not just be local. Firms ‘searobst, in fact, embrace potential collaboratorse- i.

customers, suppliers, co-operators - that are@aticomplementary innovative activity (Teece, 2007

Opportunity creation and/or discovery by individsaequire both access to information and the
ability to recognize, sense, and shape knowledgeinAhe case of R&D, BD processes can be put in
place inside the enterprise to obtain new technigBirmation, to monitor customer needs and
competitor activity, and to shape new products protesses opportunities. In addition, the way

information and resources are shared within thepamy is also a fundamental element of innovative
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behaviour (Kanter, 1984; Pinchot, 1985). Commuiocatclassified by its amount and quality, has
proven to be a pivotal element of the success wépreneurial initiative in large organizations t@te

and Waterman, 1982; Zahra, 1991). Because of thblgm of information decay as information
moves through a hierarchy, firms must create systand practices to retain knowledge within the

firm.

Information must be sorted out, and must reachkdhodividuals or groups capable of making sense
of it. If companies fail to engage in such actasti they won't be able to assess market and
technological developments and spot opportunitids. a consequence, they will likely miss

opportunities available to others.

In their work on dynamic capabilities, Zollo and nér (2002) propose that deliberate efforts to
articulate and codify collective knowledge relevamtarry out complex organizational tasks, aca as
basis for improving a firm’s ability to manage teamsks more effectively. According to the authors,
such efforts may be especially important in thetewiof building capabilities to manage tasks or
activities that occur repetitively. It is thus inmfamt to understand how the BD process is carrigd o
and which are the practices and tools that mostitain and guide the effective identification and

management of new business opportunities.

3.5.3 Microfoundations: People

Dynamic capabilities reside in large measure whik €nterprise’s top management team (Teece,
2007). Maintaining dynamic capabilities thus regsientrepreneurial capacities. Entrepreneurship as
intended here is different but related to other aggmial activity; in fact, entrepreneurial managame
is about recognizing and comprehending opportusjitigetting things started, and uncovering

innovative and improved systems of putting thinggether. It is also about creatively coordinating t
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aggregation of diverse elements, getting authaoadmatfor activities that are “out of the ordinarghd
sensing business opportunities. Entrepreneurialagement has little to do with analyzing and
optimizing. It is more about sensing, seizing amgliring out the next big opportunity and how to

address it (Teece, 2007).

Literature has come to associate the entreprenébrtie individual who starts a new business
offering a new or improved product or service. Sachievement is clearly entrepreneurial, but an
entrepreneurial management function embedded iardiyncapabilities is not confined to startup or
new ventures activities and to individual actotanVolves recognizing problems and trends. Success
involve the exploration of all the new opporturstiepen to the company, and decisions on which
business model is the most appropriate to exgheint Entrepreneurial managers can thus sense and
even help shaping the future, release the entergram the past, and stay ahead by increasing
knowledge assets, protecting them with intellecpralperty rights, establishing new value enhancing

asset combinations, and transforming organizatistnattures.

Understanding the personal peculiarities that atar&es the ability of such individuals to sense

and seize new opportunities is one of the objeavéis thesis.
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CHAPTER FOUR

THE BIOTECHNOLOGY INDUSTRY

4.1 Introduction

Today few leaders in the biotechnology and lifeesces industry can feel secure or confident that
their company has what it takes to succeed in areasingly turbulent environment. The day-to-day
work is focused on managing projects and peopiaegbsoncerned about costs, fund raising, producing

results, and so on.

In this scenario, it is a must to spend some timo&ihg at the overall strategic picture. Being aavar
of the extremely competitive landscape in whichirtitompanies compete, is a pivotal necessity
for any manager and entrepreneur, particularlysiach a fast paced sector as biotechndlofiye next

pages provide an detailed overview of this indystith a specific focus on life sciences.
4.2 Markets for Technology

High tech industries are populated by firms thatcggize in the creation of new technologies.
Today, this represents an increasingly explorettioprhere scholars in economic disciplines adglres
the nature and dynamics of Markets for Technold§grrano 2010, Lamoreaux and Sokoloff 2003),
and where firms basically exchange IP rights ireotd develop and grow (Gambardella et al., 2006).
As reported by Gambardella and colleagues (200®gllsand large firms are responsible for,

respectively, 25% and 9% of the patents licemsé&tlrope (Gambardella et al., 2006).

Markets for Technology are usually characterizecaldense network of companies specialized in

single stages of the R&D pipeline. Given the higiks and costs of innovation, such firms prefer in

“Murray, Michael and Michael Hopkins (2012) Biotech Manager’s HandbooRublishing Series in Biomedicine
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fact to buy, sell or co-develop technologies rattien to invest in upstream or downstream assets
(Gambardella et al. 2006; Arora et al., 2001). [tesphe increasing relevance of Markets for
Technologythere is still a lack of advices from managemeetditure on how managers showldt in
Markets for TechnologfArora et al., 2001). The present PhD thesis @gsio narrow this research
gap, taking as study context the biotechnology s$trgy a widely adopted example of the functioning

of Markets for Technology (Arora et al., 2001)

Arora et al. (2001, pp. 3-5), provide one of thetlmrerview on the scope surrounding Markets for

Technology. Consistently with their definition:

1. Technologys defined as useflinowledgeoriginating and being rooted mostly in the engrimvee

and scientific fields;

2. The maimmotivation that drives commercializatiomthe knowledge held within physical assets ,

rather than the assets themselves;

3. Sometime knowledge can be embodied in physitdhcts (e.g. a method for rapidly screening
biological compounds may be embodied in the chgt gerforms the screening). In such a case the
cost of developing the knowledge embodied in thiéaat significantly exceeds the cost of creating

artifact;
4. Technology may be tangible and accessible bustier development;

5. In the denomination “Market for Technology”, anket” is used in a broad sense . In fact, while
in the consumer market transactions involve thénamge of products/services for money, in Markets
for Technology firms usually exchange IP rightgyuiated by rigorous contracts and embedded in

some sort of collaborative agreement.

Market for Technology consists of transactions ofeliectual property and (not necessarily

patented) know how, as well as patent licensingi@et al. 2001 )-or the aim of the thesis, | want to
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emphasize two features of this particular type afkats that, for their part, justify the relevarafe
investigating further market orientation in thisntext. The first feature is about the sources af ne

product ideas, and the second is about the nature@pe of demand.

Identification of new product idea3he generation of innovative ideas is frequectipsidered a
critical activity for the development of new prodsicGagliano (1985) suggested that idea generation
brainstorming should not aim at identifying “theést way, but should instead aim at discover the
greatest possible number of new ways. In suppdttisfprinciple, other scholars demonstrated that t
percentage of new product ideas generated in a lias a very high correlation to performance
measurements (For a review, see Troy et al., 2@PBater amounts of market information, as well as
the key organizational structure and manageriaiceisoof a firm, contribute to enhance idea genemati
(Troy et al. 2001). In other words, one of thesmres for companies to be market oriented is that th

orientation helps them to create new, more sucgkisisfas for future products.

In order to clarify the nature of the contestsitmportant to specify that in Markets for Techrgylp
ideas for new products anechnologies originate from basic science and rekeaot from customer
needs. Business in such markets is about seardoingises and commercial possibilities for
technologies ideas. Consequently, the marketingrteif viewed as aecessary consequence of the

product or technology, and not vice versa dshould be” (Levitt 1960, pp. 8).

Demand conditionsThe second point | wish to make here is aboun#tare and scope of demand.
Most businesses today face a highly competitiveketasituation. End-user demand is declining in
many sectors and companies are struggling witstricing markets. End-users simply do not need

and/or cannot afford all the goods available tarthgo customers are selective in what they buy.

Often, the demand side of Markets for Technologgamewhat different. New technologies and
solutions that stem from science and researchréth@ customers’ wishes have a potential to create

new markets. Let us consider an extreme exammeetis a large number of medical conditions and
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illnesses for which there are no cures today. Theseet medical needs do not constitute markets as
for today, because there are no suppliers in th&et® hence no exchange. However, if a new product
is commercialized which addresses such unmeicalatked, it has for a while “all the demand ia th

world” , thanks to patent protection.

Even though this example of unmet medical needanisextreme one, there is no doubt that
technology markets have been filled, in the pasith products and concepts that have creatediyot

new and profitable markets upon their introduction.

The field of biotechnology is a prime example of thnctioning of Markets for Technology, and it
is also the context of the empirical study in tthiesis. Due to strong contact with profession&s li
medical doctors and customers, market leadersotediinology often utilize their superior posititan
collect leading information on the market and texbgy (Takayama et al., 2002). However, young,
small, science-driven organizations, mainly in eéahinology, are not “naturally” exposed to market
knowledge. For these firms, the network of existingtomers is often nonexistent; a large number of
small innovative firms operate totally in the dledf R&D and have no products on the markets fer th
time being. This is why being market oriented ipessally challenging for these young, small

organizations.

In summary, Markets for Technology have distinctigatures that make sources of new product

ideas, demand conditions and the resulting conmpetitifferent from other more traditional markets.
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4.3 Biotechnology as a Science-Based Business

For a better understanding of what biotechnologgnds for, we first need to define which
technologies can be characterized as science-bassk the categorization of a specific technolagy

science-based is not unanimously accepted.

Meyer-Krahmer and Schmoch (1998) defirsziénce-based technoldggs a field with frequent
references to scientific publications, whose mapberest is the observation of science. In general
compared to others , science-based business euntégjse challenges that require different kinds of

organizational and institutional arrangements affdrént management approaches.

Gary Pisano (2006), more precisely, points out whadistinctive about science-based business.
Many firms use scientific knowledge to create inabxe products and solutions. But the use of s@enc
in itself does not characterize a science-baseméss The author defines as science-based conspanie
those who attempt to both create science and eptlue from it. That is, science-based business,
actively participates in the process of advancing ereating science and, in this sense, bioteciggolo

falls within this category (Pisano, 2006).

As discussed before, biotechnology is an interglisary field built on the interaction between
different areas, such as biology and engineeringraws upon a wide array of scientific fields, s@s
microbiology, biochemistry, molecular biology, cblblogy, immunology, protein engineering and the
full range of bioprocess technologies. Over the pasades, a hallmark of sukhowledge-intensive
industries has been the hiring of a relativalghhpercentage of people with advanced education,
training, and experience. A longitudinal analysionducted over more than 300 US biotechnology
firms by Powell et al. (2009), has shown thaiwhone-third of the employed personnel held a Ph.D

or M.D. degree.
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Furthermore, in accordance with Niosi (2003), bt®logy is a science-based activity since it is
highly research-intensiveand since research is not only performed inteynalthe R&D department
of the firms, but also carried out in partnershiggh universities, research centers and other
companies. From 1999 up to now , the pharmaceutidaktry has noticeably increased the amount of
R&D partnerships, due to the high costs of clihicals and the high risk profile of the R&D
activities. R&D in biotechnology is based on the&lepment of scientific activities in universitiead
in public laboratories, with whom these firms etaim dense collaborations. In fact, as a scieraset
technology, biotechnology is especially dependenthe cooperation and interaction with academic
institutions, governmental and/or industrial , sine its sector, academic knowledge needs to be

transferred to the industry at an early stage (&sies, 2000).
4.4 Biotechnology Industry Structure

The biotechnology industry predominantly consigtsampanies that use at least one biotechnology
technique to produce goods and service or to parfmotechnology R&D. These companies have been
historically differentiated from the mainstream phaceutical industry which includes traditional
pharmaceutical companies which base their apprt@adrug development more on chemistry than
on genetics. Over time, this distinction has beconoee and more slim , as the business models of
companies operating in the industry have continoeelvolve. Nowadays, as we discussed in Chapter
1.3, biotech firms can often afford to move theuglproduction further along the clinical phasasis
maintaining more control on the revenue, and adgptmultiple alliances strategies, to outsource the
regulatory, marketing and distribution activitidsat the big pharmaceutical companies are usually

better equipped to handle.
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The OECD Biotechnology Statistics Database shoasdbrrently Europe had the largest number
of biotechnology firms (6,500+ firms), while thenited States, with a slightly smaller number of
companies than Europe, currently leads the warttie area of biotechnology because its patent law
and legislation - such as the Bayh-Dole Act (198@rovide favorable incentives to mitigate thghi
risks associated to this businesis their research, Zucker, Darby and Brewer (30fw that the
American biotechnology industry was essentiallyeastent in 1975 and has grown to seven hundred
active firms in only 15 years( Zucker et al., 2008)their study, the authors suggest the existenee
tight connection between the intellectual capitabted by frontier research and the creation ofdim
the industry, claiming that the presence of inttllal capital was the main driver for the growtttlod

industry itself.

Compared to Europe, the US biotech industry hasattgest and most successful companies, which
benefit from a greater availability of venturepital, invests three times more on R&D and generate
twice as much revenue in totalThe US leading position is also due to a greatgrepreneurial
culture, a greater mobility of research scientsstd a strength in information technologies critifcal
life sciences research. Moreover, the developmiethteoUS biotech industry has largely been financed
in the initial stages by venture capital firms, lehthe European venture capital market is still
fragmented and not sufficiently structured to supplee biopharmaceutical sectorAs reported by
OECD, about two thirds of the 2012 total venturgited in the US is invested in life sciences,

compared to only 20% in the European Union.

Biotech companies range in size from small stagt-tgpmulti-billion dollar firms, but most of them

are still not yet cash-flow positive and are bugninvestors' capital on research and developmant. |

> www.oecd.org. Data presented here refer to 20lase consider that different sources provide Bagmitly different
data since different methodologies and definitiaresused.

® www.bio.org

" http://www.oecd.org

& www.ec.europa.eu/cip
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Europe biotech companies are mainly researchsitensmall and medium enterprises that generate

very limited revenu®

In analyzing the biotechnology field, six domihanterdependent categories have to be taken into
consideration: pharmaceuticals, medicine, agricgjtubiomaterials, computing, and military
applications. The common thread that runs throbgise categories is dependence on the function of
genes at the molecular level (Bergeron & Chan 200®8his study, however, focuses on

pharmaceuticals, medicine and the application afaiterials for medical purposes.
4.5 The Biopharmaceutical Sector

Pharmaceutical industry experienced a structuwedlbin terms of performance in the mid-eighties
after the introduction of the first successful btnology drug, i.e. human insulin, launched982L
The emergence of biotechnology has not led to deeay of the existing pharmaceutical companies
(Rothaermel, 2001). Rather, the traditional phaen#cal industry has looked with favour into the
biopharmaceutical industry, leading to a cooperatietween traditional pharmaceutical firms, like
Merck or Pfizer, and new biotechnology firms, sashBiogen or Immunex. Sharp (1999) identifies
three main historical phases in the relationshigwben established firms and biotechnology

companies.

The initial phase, regarding the initial stagé lmotechnology industry formation, was mainly
characterized by uncertainty and skepticism by tmestablished companies which distanced
themselves from the new-born biotechnology industiigey also invested in sufficient scientific

expertise to keep abreast of developments and ardhi industry.

° EuropaBio 2006
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At a second phase , the established pharmaceuticapanies recognized the valuable market
potential of biotechnology and began to invest iitto either through acquisitions/alliances of

biotechnology firms or the development of in-housepetences.

The last, more recent, phase involves the comaleration of biotechnology products: the large
pharmaceutical companies procure themselves thdupts developed by biotechnology companies

and evolved them into large-scale marketed prod&ttarp, 1999).

Biopharmaceutical clusters typically arised in eloproximity to academic medical centers,
universities and nonprofit research institutionsthwstrong biomedical R&D bases, with most
opportunities for collaboration and public/privatartnerships (PhRMA, 2010). As mentioned eatrlier,
the interconnection among these key figures iscafiand crucial. No wonder if biotechnology is the
industry with the highest absolute number of striatalliances (Hagedoorn, 1993). Biotech reseasch i
a field where the growth of strategic alliances bagn really remarkable from inception, with an
annual average growth rate of 25% (Audretsch, Fafgn2003). Furthermore, biopharmaceutical
companies are increasingly forming partnership$ whe public sector, in particular universities and
academic medical centers, to generate breakthsoingbasic research that may result into clinical
development opportunities. In the vertical allianckain, typical of this sector, many young
biotechnology firms act as intermediaries: theyeemarly partnerships with public sector research
institutions and universities and - later on - Budownstream commercialization alliances with
incumbent firms (Stuart et al., 2007). A possibiplanation is that biotech development requires
complementary and heterogeneous assets that oftgderin different types of organizations.
Established large companies have usually experienctarge scale production, marketing and

distribution and, most of all, they have the resesrrequired to brings products to the market. l@n t
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other hand, new biotech startups are very speedbnd better able to deal with innovative setus

technologie¥.

Therefore, strategic alliances between large andllsfiims are often formed to bring these
complementary competencies together and are hwgelgspread in the biotechnology industry. In
fact, they do not only allow firms to leverage theampetitive assets, but also to benefit of lagpale
economics and productivity for both the companiesolved, especially in terms of product
development and go-to-market (Audretsch, Feldma03R Stuart, Ozdemir and Ding (2007)
emphasize that the enormously costly process fonnoercializing biotechnologies distinguishes
biotechnologies from many other university-origathtechnologies. Early stage biotechnology firms
cannot raise sufficient capital to directly market products, and hence depend on downstream
alliances. The substantial financial and capabb#ged requirements for commercializing biomedical

technologies entails that early stage companidagrawith established organizations.

In line with this concept, Rothaermel (2001) ddsesi the new biopharmaceutical industry as the
result of extensive interfirm cooperation betweastablished pharmaceutical firms and new biotech
firms. According to the author, that happens beeabsirmaceutical firm$ace severe difficulties in
adapting to radical technological change, while nbwtechnology firms lack the necessary
competences and scale to commercialize the ougpuiteir drug discovery and development research,
and also the capital to fund them. Therefore thegsed in accessing mutually complementary value

chain activities through extensive interfirm coagiem.

101t is useful to refer to the large literature abthe "attacker's advantage" and the "resistanzétirtovate by incumbent
companies. Cfr. Foster R. (198&)novation: The Attackers Advantagg&immit Books, New York NY. Beinhocker E. D.
(1999), “Robust adaptive strategies3Joan Management Reviewl0(3), pp.83-94; Snull D.N. (1999), “Why good
companies go bad’Harvard Business Review7(4), pp. 42-52; Englehardt C. e Simmons P. Z200Creating an
Organizational Space for Learninghe Learning Organization. An International Journ@{1), pp. 39-47
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4.5.1 Main Players in the Value Creation Process

What stands out about the biopharmaceutical ingustrthat it takes many partners to create
economic value. To go from new ideas to new inngeatreatments calls for a wide range of
collaborations with university scientists and gibians (PHARMA, 2010). The biotechnology
industry depends heavily on public science, definedknowledge that originates from universities,
research institutions and government laborator@s.( McMillan, , F. Narin, D. L. Deeds, 2000).
Unlike many other sectors, in which there is arcthstinction between the basic research performed
universities and public sector R&D institutions ahe applied research and development undertaken
by private enterprises, in biotechnology sectoridband applied research are often deeply inter-
connected. The history of the biotechnology industry canwewed as a series of licensing and
collaborative relationships, from universities totbch firms and, ultimately, to large pharmacealtic

companies.

Universities, as well as research institutes, heegource of basic scientific knowledge and new
breakthroughs and represent an input to innovagdaying a key role in the process of patenting
innovations. In particular, the approval of the Bdjole Act in 1980 has created a uniform patent
policy among the many federal agencies that fursgaech, enabling universities to retain title to
inventions made under federally-funded researchraros. In recent times, however, universities have
assumed a more active role in the commercializatibscientific ideas through patenting and the
establishment of technology licensing as part efrthcademic life. Many universities grant licenges
biotechnology companies, usually through variousemic provisions, like licensing fees, milestone
payments and royalty schemes (Edwards, Murray an®%03). The importance of academic research

to successful commercialization of scientific digewres is confirmed by Di Gregorio and Shane

1 www.wipo.int
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(2000). Jensen and Thursby (2001) confirm thatvectself-interested participation of university

professors is an essential condition for successiummercial licensing of university inventions.

The traditional pharmaceutical companies, ofteerrefl to as Big Pharma, encompass some of the
world's largest and most profitable firms (like debn and Johnson, Roche, GlaxoSmithKline, Merck,
Sanofi Aventis, Novartis, Astra Zeneca, Abbott,9Brl-Myers Squibb and Eli Lilly) whose main focus
is to identify promising discoveries and then tékese onto the market. The Big Pharma firms hage th
critical resources and capabilities necessary ¢ocibmmercialization process, for example internal
laboratories and experience in managing the FDA@@b procedures, but also the ability to screen
and understand potential commercial breakthrougften made in research-intensive companies like
biotech firms or universities and research insguiK. Haanes, @. Fjeldstad, 2000). During the-siar
phase of biotech industry development, US biotemhpanies were particularly interested in forming
strategic alliances with domestic pharmaceuticahganies, since they needed strong partners with

established distribution networks to conquer thenuisket (Forrest and Martin, 1992).

As Howe (2003) points out, historically, large phaceutical houses have been understandably
proud of their own research discovery capabilitiediich they housed internally, and tried to
manufacture their own products and develop hugessahd distribution forces. In the last decade,
pharmaceutical innovation has been particularlylehging (Fernandez et al., 2012), with the failure
rates of R&D projects escalating, the costs of R&panding, and the time taken to move from drug
patent to market launch increasing (Pammolli et26111). Even in this climate, the importance of in
licensing is increasing (Huggett et al., 2011; Wdddckenzie, 2003; Booth and Zemmel, 2004,
Featherstone and Renfrey, 2004) as establishednpbautical companies continue to sign large
numbers of deals to access promising drugs froorngewy smaller biotech firms (Munos, 2009;

Kneller, 2010; O’Neill and Hopkins, 2012, Hopkinsa., 2013). This trend is driven by the higher
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success of externally sourced molecules comparaateémally generated ones (Danzon et al., 2I

and emphasize the negative seguences of missing the markets for technologiex4 et al., 2001

Thus, although still maintaining a minimum degrédasic and preclinical research activitieig
Pharma companies are better at drug refinemenm(kebnical Development, onwardhan at drug
discovery and they are superior at bringing a dinagugh the intricate phases of testing, manufaojt
and marketing. Whereas most of the resources &lidday large, established firms are devote
downstream activities, upstart bioteclogy firms and universities generally dedicate ithesources t

the upstream segments of the value chain, as shofigure 4.1 (Stuart et al., 20C

However, all these entities are strongly interdeleem and interconnected by extensive cooper:

arangements (Arora and Gambardella, 1990; Powelg ]!

Figure 4.1: The value chain of the biopharmaceutidandustry

DISCOVERY PRODUCT
DEVELOPMENT MANUFACTURING MARKETING
(RESEARCH) (DESIGN)
BIOL.OGICAL PRE-CLINICAIL & DISTRIBUTION, SALES
IDENTIFICATION, CLINICAL TRIALS, TO CUSTOMERS
VALIDATION, SUBMISSION FOR
SCREENING, REGULATORY
OPTIMIZATION APPROVAL
VERTICALLY INTEGRATED
SMALL BIOTECH, RESEARCH MANUFACTURING SALES
UNIVERSITIES ORGANIZATIONS ORGANIZATIONS ORGANIZATIONS

HORIZONTAL CONTRACTING/OUTSOURCING

Source: Authors’ elaboration from https://web.dekki/soc142/team2/images/mychainz
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4.5.2 The Product Development Process

During the last 10-15 years, the biopharmaceuseator has become one of the most research-
intensive sectors and a key part of the knowledgeeth economy. Also compared to other major
industries - such as the chemical industry - tle#¢ on research and development (R&D), biotech
companies generally invest a significantly highesportion of their revenues in R&D, often between

40% and 50%.

Economic analyzes of the R&D process in the phaeutdcal sector indicate that it is high-risk,

even for large established firms. The main reasonthat are the following:

. the drug development is extremely capital intensoesting an estimated

$300 to $600 million dollars and taking 12 to 1&as to get from preclinical to

market?;
. most of the new drug candidates fail to reach theket;
. the process of bringing a new compound to the nhagkes a long time

the ability of revenue generation of marketed potslis highly skewed;

. the biopharmaceutical approval process is rigomus$ complex, since
biotechnology companies must comply with the stasglaof the Food & Drug
Administration (FDA) that regulates the introductiof new drugs or the US
Department of Agriculture (USDA) and the EnvironrtednProtection Agency
(EPA) that both impose safety/performance standamdsthe development of

pesticides, herbicides and genetically alteredsrop

The discovering and developing process of new feeridcs consists of different phases:

12 . .
WWW.wipo.int

Y http://www.oecd.org

88



» Discovery and early research;

* Pre-clinical testing;

e Clinical trials (Phase I, Il and IlI);

* Phase IV, Post approval and marketing testing.

The timeframe of the biotechnology drug discoverg development process is described in Figure

4.2. Below.

Figure 4.2: Timeframe of the Biotechnology Drug Disovery and Development Process
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Source: http://www.innovation.org/drug_discoveryéuts/images/chart_print.gif

In the following pharagrphs | will briefly explaithe different steps required to bring a new

compound to the market.
Early Discovery and Preclinical Development

Preclinical testing analyzes the bioactivity, safety, andceffy of the formulated drug product.
These testing activities are critical to the drugi®ntual success and, as such, is scrutinizedany m

regulatory entities. The preclinical stage of dugyvelopment requires the application of rigorous
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scientific standards and expertise to effectivelyamce drug candidates from the laboratory to cdini
trials. During this phase, plans for clinical tsand an Investigative New Drug (IND) applicatioe a

prepared.
Clinical Trials

Clinical trials are aimed at proving the safety and efffcaicthe new drug candidate for humans.

Clinical activity is articulated in four subsequé@hiases.
Phase 1: Clinical Development - Human Pharmacology

Thirty days after the IND application has beendjléhe biopharmaceutical company may begin a
small-scalePhase Iclinical trial unless the FDA places the studyhmid. Phase 1 studies are used to
evaluate pharmacokinetic parameters and tolerageeerally in healthy volunteers. These studies

include initial single-dose studies, dose escatatiod short-term repeated-dose studies.
Phase 2: Clinical Development - Therapeutic Explora

Phase 2clinical studies are small-scale trials to evaduatdrug’s preliminary efficacy and side-
effect profile in a small group of patients (tydlgaanging from 100 to 250). The participantsdsaa
in this phase are usually patients who suffer disgedhat the experimental medicine is intended to
treat. They are usually identified by physicians nmltiple sites (research centers, clinics, and
hospitals) all over the world. Additional safetydaclinical pharmacology studies are also included i

this category.
Phase 3: Clinical Development - Therapeutic Conétony

Phase 3studies are large-scale clinical trials for safety efficacy in large patient populations.
These trials generally provide the primary basisth@ benefit-risk assessment for the new medicine
and much of the core information about the drug ithanalyzed to be included in the future label of

the medicine.
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While Phase 3 studies are in progress, preparationsnade for submitting the Biologics License
Application (BLA) or the New Drug Application (NDA) NDAs are reviewed by the Center for Drug
Evaluation and Research (CDER). This applicatiohictv includes reams of data from all stages of

testing, is a requirement for FDA approval to matke new medicine.

Sometimes, when side effects come to light, the Fbdy require additional studies (Phase 4) to

evaluate long-term effects.
Phase 4: Post approval marketing testing

The final post marketing phase of drug testingagsdming more and more important to explore the
safety in larger number of patients after longemté&reatment (IRS, 2013). In fact, through sucaldi
researchers collect additional information aboaglterm risks, benefits, and optimal use. Thesdstri

often involve thousands of subjects and may coastiou several years.
Finally, once the new drug receives the FDA applothas to be manufactured and sold.

The development times are similar between the USEurope and also have not changed much
over the past decades. Not only is the time reduisenew drug development very long, but attrition
rates are also really high. According to PHARMAY, &wery 10,000 compounds synthesized, only one
will be approved by the FDA (Alexander and Salaz2009). Failure can result from toxicity,
manufacturing difficulties, inadequate efficacypeemic and competitive factors, and various other
problems. A successful drug can be very profitaflecompanies do manage to make a safe and

effective treatment for a major disedsgsuch as lung cancer or a burdensome diseaseasusénile

4 Data from O’Neil and Hopkins (2012) reveal thatréhare several million people worldwide affectgditseases that are
not treated with adequate intensity. Due to thé lugsts related to R&D, pharmaceutical companipE&ly concentrate
their pipeline investments in drugs that promisgehteturns. This is the cause of the still too i attention to illnesses
such as tropical disease that, although represémtga diffusion at a global level, are not widesgt in the developed
countries. On the other hand, diseases affectiagptbsperous, developed world, whereas patientsgamdrnments are
willing and have funds to pay for treatments, featmuch more prominently in drug development pitsjec
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dementia) and get the drug onto the market, thanmdsvcan be enormous (the so callelbckbuster

drugs)*®.
4.5.3 Alternatives to develop the business

Profitability and revenue growth is not easy toieek in general, and - for technolebgsed
companies - it is an even greater challenge. Farhn@ogybased businesses, such as

biopharmaceuticals, thalue chainis particularly complex and then difficult to déme and manage.

In a competitive market, characterized by rapichgfeeand uncertainty, many interconnected factors

influence the success of a firm.

Several cross-industry studies have shown patentsare crucial for biotech companies since, as in
any research-based industry, the protection ofarebaesults is a key determinant for the firm girow
Regulatory and patent issues can still hamper astdrtitrade flows. For example, the World Trade
Organization Agreement on Trade Related Aspectateflectual Property (TRIPS) establishes certain
minimum protections for intellectual property. Alsib is necessary to consider that biotechnology
industry has relatively low imitation costs andgras are a fundamental condition for future exgkisi
products (Niosi, 2003). In additiortollaborations are viewed as increasingly important to make
significant progress, improve productivity and ea@se biotech firms efficiency. Many companies
expand R&D collaboration vertically with grantscdnsing, and acquisitions, as well as horizontally
with private/public partnerships and pre-competitoollaborations. Many theories put the accent on
external factors to explain growth in biotechnoldgyns, considering strategic alliances to be the
major determinant, since firms must keep contattt the sources of constantly evolving knowledge
to succeed (Niosi, 1995, Powell et al., 1996 Gandi, 1995). Therefore, both internal activitiesla

strategies, such as the product area and pratectiontellectual property through patents, as vasli

!5 More than 120 drugs earned more than $1 billioreirenues in 2009 (O’Neil and Hopkins, 2012).
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external factors, such as venture capital finan@ng strategic alliances, have an impact on rapid

growth in the biopharmaceutical sector.

Besides being science-driven, the majority of fimperating in the biopharmaceutical industry are
very small and they may adopt different commerzaion routes for their innovations: either take
their technology direct to the market as a finabdurct or channel it through large established
companies that will then apply their know-how aedaurces to commercialize it. Some firms follow a
hybrid model and combine research services anddiog with research for their own product
development in order to survive while aiming foriategrated activity in the future (Pfirrmann 1999;
Costa et al. 2004). The deals between smalleryegstinventors and larger, downstream marketers
are often structured as licensing agreements, andtibnal complementarity is the driving force
behind such alliances. It is not surprising that iotivations for alliances differ significantlytheen

licensors and licensees (McCutchen & Swamidass)2004

The two notable and widely researched charactesistif the field of biotechnology are the
dominance of small firms and the dense interorgditinal networks within the small firm community
as well as between small and larger firms (Barlewle 1992). Organization level ties among new
biotechnology firms have been studied by Barlegle(1992), Kogut et al. (1992), Powell, Koput &
Smith-Doerr (1996), and Shan (1990). Relationshijgween biotechnology firms and large
pharmaceutical firms have been covered by Pisa®®0)] Arora & Gambardella (1990), and
McCutchen & Swamidass (2004). Liebeskind et al.9@)9looked at scientific knowledge transfer
through individual-level ties, and Oliver & Liebaesd (1998) combined the individual and
organizational network levels. The overall conttibn from all these studies seems to be that the
embeddedness of biotechnology firms in collaboeatiater-firm networks is essential for the

development of competitive advantages.
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CHAPTER FIVE

RESEARCH DESIGN AND METHODOLOGY

5.1 Introduction

This chapter presents the research methodologyingéds study to explore the theme of Business
Development. The guiding methodological principldopted is the achievement of consistency
between the philosophical stance behind the reseand its key objectives (Easterby-Smith et al,

1991), already identified in previous chapters (@bathree and Chapter four).

The present chapter structure is the following:tiBac5.2 analyzes general research philosophy
issues, discussing the positivist and construdtipgradigms suitability regarding the debate on
induction vs deduction and regarding the choicevbeh qualitative or quantitative research approach.
Furthermore , it is discussed d the philosophigalvpoint adopted by the present study, also pragdi
a brief research process overview. Sections 5.35ahgresent the qualitative analysis and its eelat
process, justifying the exploratory case study wetbhoice and providing a detailed explanation of
the rational behind cases selection. Finally, $act.5 describes the qualitative analysis in dgtail

providing a sample description and a case studyrsamn
5.2 Research Philosophy

This part of the thesis elaborates on the philomaplstandpoint of the research. Easterby-Smith et
al (1991) suggest three motivations underlyingrtéeessity of exploring the research methodology: In
primis, the researcher clarifies his/her reseatchtegy by redefining and specifying the research
method. This comprises the variety of evidenceectdld and its origin, how such evidence is, the way
in which evidence is decoded, and how it faciléatke research question answering. Secondly, the

understanding of the research philosophy allowsetlauation of different research methods and their
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pros and cons at the project early-stages , inrameavoid unnecessary and inappropriate work.
Thirdly, the enhancement of the author creativityeither the selection or the adaptation of diffiere
research approaches. The present chapter will iexghe philosophical stance behind the present
research, the theoretical orientation followednglavith the choice reasons for a qualitative veigsus

quantitative approach.
5.2.1 Positivism versus constructivism

When explaining the research philosophy of a palarcstudy, it is always fundamental to point out
the appropriate theoretical paradigm the authord uge conduct the scientific investigation. As
suggested by Bogdan and Biklan (1982, p. 30) ard¢ieal paradigm represent “a loose collection of
logically held together assumptions, concepts, @mopositions that orientates thinking and research.
The research philosophy comprises three main comgepunits: ontology, epistemology and
methodology. Ontology refers to the main assumptithe researcher made on reality, epistemology
analyzes the nature of knowledge (i.e. the relatioccurring between the researcher and the reality)
and methodology refers to how the researcher explue reality (Guba and Lincoln, 1994; Parkhe,

1993).

Positivisnt® sustains that objective reality is granted , amst jfound in the reality out there;
epistemologically, this goal can be achieved witac degrees of certainty using objective sciantifi
methodologies (Jean Lee, 1992; Carson et al., 2@igh reality is populated by discrete elements
with recognizable and classifiable features (Coli€94; Guba and Lincoln, 1994; Hirschman, 1986;
Nancarrow et al., 2001). Thus, the classical ingtechnique of positivism is deduction through tlyeo

testing (Layder, 1993). Using the hypothetico-déidecmethod allows the researcher to run statistica

'® positivism is the traditional approach of the pbaksciences, while it is also dominant in estt#id social sciences
disciplines, such as psychology and economics (€ali®90; Kidd, 2002).
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tests and generalize results (Guba and Lincolnd1¥xamples of typical data collection approaches
of this kind include quantitative surveys and datsbanalyzes. Finally, during the data collection

process, the researcher is generally far fromrthestigated phenomena (Anderson, 1986).

On the other hand, theonstructivist approactaims at “constructing” reality by investigatingeth
standpoints of individual respondents rather thaarg fixed observations (Hunt, 1991). This apploac
has a relativist ontology, since it assumes thgestibity of reality (Carson et al., 2001; Roy, 200
Jean Lee, 1992;). Epistemologically, objectivity regected by principle, while the interest is on
understanding a particular point of view (Morgard &@mircich, 1980); in this case, perception and
reality are two different things The main focus is then on the values behind péiaes, and on
which values, among others, emerge to surface iderlying perceptions and on which one come to
surface the inductive process. Opposite from thgitipest paradigm, the theory-building approach
typical of constructivism calls for an active reédatship between respondent and researcher (Guba and
Lincoln, 1994; Anderson, 1986) the latter requitedievelop subjective opinions about what discussed

during the interaction (Anderson, 1986, Guba amatdin, 1994).
5.2.2 Qualitative versus gquantitative methods

The issue now is to understand which of the preshodescribed philosophical stances is the more
appropriate. While pros and cons have been asedciateach method (Table 5.1), the answer lies in
the specific research goal. The in-depth and detadxploration of the qualitative approach is
particularly useful when the objective is to stualynew, unexplored or emerging topic. While the
guantitative approach is used to determine spef@fts or the correlation between two or more facts

Also, while quantitative analysis is based on medbahat simplify reality, qualitative methodologies

7 Perceptions are important because they assistimieing a complex reality, but perceptions or nplétirealities cannot
be the focus of constructivist research. Constvissti is interested in the values lying beneath getions.
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automatically reflects the reality. The former igesifically adapted for broad scale researches,

providing reliable statistically tested resultsttban be generalized to other contexts; on ther dtéwed,

the detailed picture that qualitative analyzes ples of a specific phenomenon, goes to the dettimen

of its generalized qualitative analysis.

Table 5.1: Qualitative versus Quantitative ResearciMethods

Criteria

Qualitative Method

Quantitative Method

:|y
the

Basic beliefs about the | « There is one objective reality thatlise There are multiple realities; reality is not pure
nature of reality not dependent on human  objective, and does not exist independent of
interpretation humans who interpret it
Main paradigm types * Positivism » Constructivism
Common research * Experiment » Grounded theory
methods . Surve » Action research
y » Ethnography
» Case study

Quality assurance * Reliability: internal and external . angtruct _v§!|d|ty, confirmability, interna

validity/credibility, external

Validity: construct, context

Sampling: random and deliberate

validity/transferability, reliability/dependability
Sampling: purposeful

Key differentiating
characteristics

Primarily deductive process used
test pre-specified concept
constructs, and hypotheses t
make up a theory

toe
S,
nat

Primarily inductive process used to formulz
theory

ate

More objective: provides observe
effects (interpreted by researche
of a problem or condition

Yo k)
IS)

More subjective: describes a
problem or condition from the point
of view of those experiencing it

Number-based

Text-based

Less in-depth but more breadth
information across a large number
cases

of e
of

More in-depth information on a few cases

Fixed response options

Unstructured semi-structured

options

or respo

nse

Statistical tests are used for analys

is

No statistical tests

Can be valid and reliable: large
depends on the measurement de
or instrument used

y L]
ice

Can be valid and reliable: largely depends
skill and rigour of the researcher

on

More generalizable

Less generalizable

Source: author’s elaboration from Liouka (2006)
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Summarizing , both qualitative and quantitative oeiblogies can offers critical contributions in the
scientific research. Hence, they should be regaefedomplementary, not competing methods, and
should be chosen depending on which method is fkalg to provide a more comprehensive, clearer,

more complete and above all the more descriptiggvanto the research question.

However, given the type of research this thesmuisuing, and the relative limited time at disppsal
it has been decided to select the qualitative ambroThe following section will explain why the

methodological choice is the most appropriatelies thesis research objectives. .
5.3 Philosophical posture of the thesis

This thesis aim to explore the phenomenon of Bgsii@evelopment. Given the scarcity of previous
academic work on the topic, a qualitative poinviefiv has been adopted to confront the phenomenon,
calling for a theory-building approach as a firstps The latter offers significant insights on tregure
of Business Development, as well as on its antetsd®oreover, many researches that studies similar
heterogeneous phenomena recommend the use ofatjuelimethodologies as well (Gungaphul and
Boolaky, 2009; Gartner and Birley, 2002; Fillis at, 2004, Eckhardt and Shane, 2003; Miles and

Darroch, 2004; Gaglio and Katz, 2001).

It is now important to explain and clarify the usfeprevious theories in the qualitative analysis of
the present study. The main issue related to the geductions achieved through a qualitative method
is that they might overlook results and concernserhin previous theoretical works. However, the
present study aligns with the idea that the comatt® of the existent body of literature is cehfoa
the qualitative study design and data analysisgdfnd Huberman, 1994; Yin, 1993; Perry and Coote,
1994; Neuman, 1994). In addition, some authorssée the importance of the “enquiring” qualitative
analysis techniques (Savage and Black, 1995; Mites Covin, 2002), especially when dealing with

research territories characterized by a very btblbedy of knowledge. This assumption is in linehwit
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the specific need of the present thesis, giventtirememerging topic of Business Development sé&8 |

at an early stage of investigation.
5.4 Selection of particular research methods

After explaining why a qualitative approach is es&e for addressing present study goals, | now
clarify the motivations behind the choice of thetjgalar qualitative method. The choice is basedion
critical analysis of the pros and cons associatiéld tive method, and in relation with the study eomt
The key element that drive the selection of thee sigdy approach has been to achieve the optimal fi
between research goal and methodological strat&gttan, 1990; Bryman, 1992). However, |
considered also other parameters, such as extimmgdtion (cost and time), as well as my own
capabilities (Ghauri and Grgnhaug, 2002). Tablepgsc®ides a general outlook of the basic research
methods considered, while the following paragraplssify the particular choice of the case-study

method and the survey research most appropriateochéd address present study goals.
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Table 5.2: Evaluating different research methods

Research Methods Pros Cons
S Generalisability of findings (larges Not in-depth, hence not useful for
urvey . )
samples can be tested) studying complex or conceptual issues
Particularly useful for hypothesgs  (limited information captured)
testing » Responses may be biased by the
Easy and inexpensive to administer questions
Offers anonymity » Statistical validity and reliability
concerns
*  Problems with low-response rates
Experiment Robust control of variables possiblee  High cost in terms of time and money
Causality can be established * Legal and ethical constraints
* Recruiting subjects is not easy
» Atrtificial
Grounded Theory Systematic generation ef new theqgry Perspecrive-based methodology
from data (interactive nature (perceptions vary)
between data collection arc  Difficult when conceptualising complex
analysis) phenomena, requires strong resedrch
Analyse experiences from the capabilities
standpoint of those who live it e Not recommended for description
Context-based and process-orientgt  Subject to researcher bias (requires
ability to maintain analytic distance)
* Generalisability questionable
Case Study Provides. in-depth and holistice  Limited . generelisability; _ no
perspective representative of entire populations
Multi-faced; can show differente Time-consuming and expensive [to
perspectives administered
Can show how processes work oyer  Subjective
time and give insight into cause and Data analysis depends heavily on the
effect analytical skills of the researcher
Can serve both exploratory. Particularly difficult when dealing with
descriptive and explanatoty rich and complex data
purposes
Can supplement statistics or survey
results
Ethnography In-depth arnd holisti.c.description . Biae ef the. researcher (liable to
Can identify causalities subjective interpretation towards
perspectives of the researcher's opwn
culture)
* Requires strong research capabilities
» Time-demanding
Action Research Find_ing_s have perfectly practicale Req_uires full access to the organization
implications (difficult to achieve)
Provides unique insights » Perceived as improving mainly
practitioner and not academic knowledge

Time-demanding

Source: author’s elaboration from Liouka (2006)

5.4.1 The case study method
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In terms of qualitative research, the case studghotewas chosen as most appropriate to address

the research purposes of this study mainly foretheasons:

Firstly, the case study research implies the egpilom of a phenomenon in its natural setting
(Eisenhardt, 1989). Hence, it is particularly soligafor research in new or emerging topics, whiee t
focus is to investigate a new research theme coimgeia contemporary set of events (Yin, 2003).
Given the lack of research in the particular subgcBusiness Development, the exploratory case
study approach was regarded as most appropriaie p@hicular research perspective is thus expected
to facilitate the immersion in the organizationahtext of the investigated firms and the collectain
rich data from multiple sources of evidence. Untlgs light, the case study method provides a
systematic and holistic view of the nature and manal factors associated with Business

development (Bonoma, 1985; Carson et al., 2001uthad Grgnhaug, 2002).

Secondly, since the exploratory case study apprpéadhmarily aims at theory building rather than
hypotheses testing (Eisenhardt, 1989), it appearst mppropriate to address the major exploratory
purposes of this thesis. In particular, the exptosacase study approach seems particularly etfeat
providing useful insights relevant to the underastgated theme Business Development (Eisenhardt,
1989; Gummesson, 2005) and may greatly assiskimni¢welopment and refinement of the conceptual

model presented in Section 3 (Figure 3.2).

Thirdly, the case study method is generally considievell suited for global markets researches,
where data are collected from cross-border andsarokural settings (Marschan- Piekkari and Welch,
2004). Considering that this research focuses romsfof different countries of origin, the use otea

study research is considered most appropriateefalirdy with cross-national differences.
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5.5 Qualitative Research

Given the nature of this thesis, exploratory caseliss were preferred over the two possible
alternatives (descriptive and explanat8rygiven the scarcity of relevant literature in thelds of
Business Development. In addition, exploratory &sidare particularly useful when little extant
knowledge exists and there is limited empiricaladd form a sound basis for making predictions

(Bryman and Burgess, 1995; Easterby-Smith et &12Ghauri and Grgnhaug, 2002).

Based on the research objectives and on a reviengl®fant literature, | later developed a semi-
structured interview guide. As previously explain&ection 5.2.4), some earlier theories were taken
into consideration prior to conducting qualitatresearches and during the analysis of qualitatate.d
Indeed, conducting case study research with a gtimethodological base, requires an initial
identification of previous theories in the area retearch (Lincoln and Guba, 1985, Miles and
Huberman, 1994; Neuman, 1994; Perry and Coote,; 1884 2003). Early theory can thus be viewed
as supplementary evidence that can be used t@gulezie data gained from the external reality of the

case studies.

Therefore, although the interviews began with wastired questions, some explorative questions
were also integrated in the interview guide. Thatuged that interviewees’ perceptions about ctitica
issues identified in prior theory were raised (##cb.3.2). The qualitative data examination itsedfs

also based considerably on prior theoretical camnaitbns that have been raised in Chapters 2.

After the interview has been developed, | condudtedepth face-to-face interviews with senior
manager, Business Development managers and CE@s.I'Hmalyzed data both at a single-case and —

subsequently - at a cross-case level (Miles anceHuoén, 1994; Patton, 1990).

¥ A descriptive approach is suitable for providing arcurate account of events and situations, whilexplanatory
approach is used to establish causal relationdigpseen variables (Bryman and Burgess, 1995; Hastmith et al,
2001; Ghauri and Grgnhaug, 2002; Yin, 2003).
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5.5.1 The selection of cases

The study focus on firms which develop biopharm#écalproducts and technologies. As explained
in Chapter 4, there are many definitions of “biophaceuticals” and this causes some difficulties in
defining and identifying biopharmaceutical entesps (Rader, 2005). As the study only focuses on
biotech for human healthcare (“red biotech”), |Iwilse the OECD definition of biotechnology
enterprises, namely “a firm engaged in key biotetbgy activities such as the application of at teas
one biotechnology technique to produce goods oricees and/or the performance of biotechnology
R&D”. However, firms specialized only in one speéciéctivity (e.g. bio-manufacturing firms, service

providers, consultancy companies, etc) were exdude

As specified in the previous Section 4, the chgiéem the biopharmaceutical industry is to develop
new products/technologies based on new scientifisedge and research results. Biopharmaceutical
firms typically develop new medicines based on énelogy platform. This technology platform
corresponds to scientific knowledge and tools fargddevelopment. The main challenge for many
drug-discovery companies is to move from the estdge in the value chain and reach the market with
new products. On the other hand, larger firms sagtpharmaceutical companies need to fill their
pipeline with new projects to develop, in ordeteweerage their “core” resources and capabilitiethen
clinical development, manufacturing and commerzaion phases. In order to provide evidence on
Business development covering the whole biopharotaa value chain, this study considers both
small and large enterprises focused on discovedydavelopment of biopharmaceutical products for
human healthcare, modern technology tools andoappes. Enterprises which have actually managed
to introduce a product on the market, may alsoareqf the target group if they are currently irnxed

in biopharmaceutical R&D.
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The underlying deciding principle in selecting casedy firms has been to choose “information
rich cases”, namely multinational firms, worthy oFdepth investigation as suggested by Patton,
(1990) and Yin (1994). According to their advicasultiple cases” should be regarded as “multiple
experiments” and not “multiple respondents in avey’, hence replication logic and not sampling
logic should be used for multiple-case studies.eDthsearchers support this method of case satectio
and endorse the inappropriateness of random sagn@#m example, Eisenhardt (1989, p. 537) states

that the “random selection of cases is neither sesng, nor even preferable”.
In particular, the present study cases selectisbaaed on the following three criteria:
1. The selected firms had to exhibit a declaredrizass Development function

2. Firms had to consider Business Developmentkaes/grocess for gaining competitive advantage

on competitors, sustained over time

3. Firms selection was based on their considenabiety in terms of value adding activity, industry
and country of origin. This criterion was adoptadorder to allow wide generality and entirety i th

findings.

Regarding the number of cases to be included inulipte case-study analysis, Eisenhardt (1989)
recommends that cases should be added until “thealrsaturation” is reached. In other words, the
addition of new case studies should stop when #tieal saturation is reached. In a similar vein,
Lincoln and Guba (1985, p. 204) recommend to prdcsgh sampling selection “to the point of
redundancy”. Similarly, Patton (1990) does not pevan exact number or range of cases that could
serve as guidelines for researchers, claiming ‘tthare are no rules” for sample size in qualitative
research (Patton, 1990, p. 181). Nonetheless, Easdn(1989) recommends studies to be between four

and ten cases.
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In line with the above , ten cases were includedhia study, following the logic of maximum
variety (Cook and Campbell, 1979), including firmaperating in different countries (U.S., Italy,
Germany, etc.) and of different size (ranging fréro 86.000 employees), active in diversified secto
(cancer, diabetes, vaccines, neurology, etc) amolvad in various value-adding activities (research
development, pre-clinical. commercialization, méirkg, etc). This aspect of the case study design

facilitated the generality of the findings in a widpectrum of firms.
5.5.2 Data collection

All but two companies accepted to be identifiecbtigh their real names. The case in which the
interviewees refused to disclose the company’stitjers referred to as “Bionium Pharmaceuticals”

and “Intracare”. Table 5.3 presents basic infororatibout the case companies.

Table 5.3: Overview of the case study companies

Company’s Name Home country Employees | Turnover ($)
Dompé Italy 700 550 min
Nicox France 43 6.8 min
Bionium Us 1300 872 min
Pharmaceuticals

Shire Plc Ireland 5000 4,3 bin
Merck Us 86000 48 bin
Janssen — Cilag Germany 700 537 min
Genextra Italy 19 499 thousand
Crown bioscience Us 520 210 min
Intracare Us 25 2.44 min
Quipu Italy 8 1.12 min

Source: author’s elaboration

The empirical data were collected from 2009 to 200i# main source of data was collected face-
to-face and by telephone interviews with key conypdecision makers (CEOs, top management

representatives, BD vice presidents, BD manag@ishf them can be considered as key informants,
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because their competence reflected the corporat¢egy, as fundamental decision makers. The

average interviews' time has been about one hatlr,seme interviews lasting as long as three hours.

During the interviews it has been utilized a setnkgured interview guide with thirteen open-
ended questions. All respondents agreed to talktgiarticular episodes and experiences relateldeto t
company’s life and behavior, which increased thiditg of the research. The questions covered
different topics, such as business developmenttipegc strategic company orientation and decision
making processes. Interviewees have authorizeddiags of the interviews, which were conducted in
English, except for Dompé, Genextra and Quipu, twvlvere conducted in Italian. Data obtained were
analyzed in several phases (Yin, 2003) beginnirtg veicordings transcription followed by within-case

analysis of each company (Eisenhardt, 1989).

In order to increase the reliability and validity the study, | triangulated interviews data with
additional primary and secondary information sustcansulting and financial reports, press releases,
trade journals articles, industry reports, proadssumentation and others. . As suggested by various
authors (Eisenhardt, 1989, Miles and Huberman, 1884uss and Corbin, 1998, Yin, 1994), for each
case it was developed a brief description , whiels when turned into a full description of the whole
case (Yin, 1994). Critical event analysis was zgii to describe the way opportunities were ideifi
and managed, along with the consequent examinatiorike relationship between specific aspects of

BD and BD effectiveness.

5.5.3 Case study summaries

The following paragraphs provide a short revieveath case study firm, with a focus on Business

Development activities.

Dompé.Dompéis one of ltaly's leading biopharmaceutical companiwith a solid history of
innovative drugs development mainly regarding rsghial impact illnesses. The company focuses its
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offer on Primary Care in orphan diseases areasn8ss Development activities at Dompé respond
directly to the R&D department and are carriedlmuta group of 4 people. The Senior Manager has a
degree in organic chemistry and, since 2006, slaelugily abandoned lab activities for more
managerial roles. Above all, Dompé considers thktyako put together and coordinate a team as the
most important skill of a Business Developer. Peogho are “called” to join the team from other
organizational functions, need to deserve high idenation from the BD manager, who must take into
account their daily commitments; at the same tithey also must be stimulated to take their
responsibility. The BD process starts with systéenapportunity-searching activities supported by
different knowledge sources. Beyond that, keepingmind the CEQO’s strategic directions and
recommendations . The role of BD manager is thatifieation of the company most profitable
opportunities ,the putting together of a team wité appropriate competencies and t the coordination
and the evaluation of the negotiation phases. Qutfre entire BD process, the most important and
strategic information is shared with the CEO thitowuggular contacts. In cases where the BD manager
supports the pursuit of an opportunity that is égmtcast with top management ’s strategic guidejines
she should challenge the management. This is ajg@atice at Dompé and contributes to increase the
renewal and alignment of strategies within marketirenment. In order to detect knowledge on new
business opportunities, the BD manager looks atistig specific databases and reports, goes to
conferences and meetings and, sometimes, is hblpsgecialized consultants. The BD manager also
uses her personal business network in order tosaamere sensitive information on interesting facts
and trends. Making the BD manager responsible ohbgons and decision is a very important aspect
for Dompé, since there is a specific evaluatiorntesysfor her function, which include two different
dimensions: a quantitative one, which varies whign humber of opportunities that reach the evaloatio
phase and the number of closed deals, and a dgivaitme, related to the ability to efficiently nzage

the team.
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Nicox Nicox S.A. is a French pharmaceutical company wWes conceived in Italy (Milanh 1996,
by an Italian-American team with strong technicackground and prior experience in the
pharmaceutical industry. The company was build @adoits owner's nitric oxide (NO)-donating
research platform. Nicox developed naproxcinodJMAD (Cyclooxygenase-Inhibiting Nitric Oxide-
Donating) anti-inflammatory drug candidate for gigns and symptoms of osteoarthritis relief, from
preclinical to regulatory submission. In line wits strategic re-positioning in the ophthalmic spac
Nicox's research platform is now focused on ocdiseases where NO has shown to play an important

role.

The BD manager at Nicox is a member of the Boatdafagement (Executive Vice president), has
a PhD in Chemistry and also a very rich experiencgrious management roles within the company .
The BD manager must be able to understand scient®ul necessarily being an expert in the
opportunity sector related to a specific theraefigid; he or she must instead be able to coopenad
coordinate with experts inside the company at flgatrmoment of the opportunity management
process, i.e. evaluation and due diligengé¢ Nicox, the BD function provides the Board of
Management, with two important types of informati@irst, the necessary data to evaluate the market,
the competition, and the new emerging trends andngk the quantitative and qualitative data on the
probability of success of a new idea, project, uemt in line with the corporate strategy. This
information becomes available through a systenmaticess of market scouting and analysis, which is
made effective by the capability of identifying appriate business opportunities. The evaluation of
information, resources and competences within arnside the firm may influence the BD manager in
choosing one or another opportunity. In order éamsfer the BD-related knowledge from the individual
to the firm level, three important procedures amoWed: constant relation, direct contact, and
information sharing. An efficient way to evaluatetBD manager is to link his pay to the number of

deals he closes and to the value of those dealthidnway, the Business Development manager is
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motivated to pursue the most profitable opportesitior the firm, that indirectly becomes the most
profitable opportunities for himself. Overall, BD ldicox has a very important and strategic role not
only for opportunity identification processes blgoafor strategy formation. The information thaé th

BD manager gets from the market is in fact precfagtors in the definition of the overall strategy.

Bionium Bionium is a biotechnology subsidiary of a Jagangharmaceutical company. The most
important cancer drug produced by the company aved as a treatment for blood cancer and
diaphragm lymphoma. Bionium has more than a dozkerarug candidates in the pipeline, most of
them cancer related. At Bionium, the best BD pedjpi@ot have necessarily a specific knowledge, but
have instead general knowledge in the field in Wwhilte company operates (e.g. oncology), and other
business skills such as in sales management, aégotiand interpersonal communication. The head
of the BD process has the “seeker” function. A dgpiseeker profile is a researcher with some
managerial skills, wanting to become more operati8eekers scout the market in search of
opportunities, and make early evaluations. In aglditthey must have the competence to strategically
understand what the company needs; in order tamdbey need to regularly attend conferences while
looking for opportunities that fit company strategieeds. When seekers find particularly interesting
opportunities, they bring them to the company, armdmmittee with BD management is formed. If the
opportunity passes this stage, scientific spetsalisll be increasingly involved, and some speciind
detailed scientific meeting may be set up. Theofeihg phase is the due diligence, where the
opportunity is discussed in depth from all possjints of view. If the opportunity is convinciniipe
negotiators/transactions team begins to discus3¢nm Sheet with the counterpart, where legal and
commercial issues (such as the type of paymentsuainof royalties, milestones, etc.) are discussed.
Since this phase is very complex and delicate i siscin cases requiring an acquisition, or a big co
development deal) top management is usually inebl\fethe agreement is signed, BD still has to put

efforts in making it work well and manage the nelaship through the Alliance management function.
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By Bionium experience, occasionally things went nga@fter the deal was done, because of biases in

communication between companies.

Shire Plc Shire is a global specialty biopharmaceutical gany with its major operations in the
US, UK, and Switzerland. The company operates ioc@tries and is organized into three divisions:
Specialty Pharmaceuticals division, Human Genehierdpies (HGT) business, and Shire Regenerative
Medicine. Business Development at Shire is headed bice president who reports directly to the
CEO and has three senior vice presidents reporbirigm. Each of the vice-presidents is responsible
for one division. In general, one of the most siyat tasks of BD is to constantly monitor new
technologies and products in the company’s thetapateas of current interest and identify new area
for business models expansion. “If developing neuwgd is about Research and Development, finding
new business opportunities for Shire is about $eard Development” (VP). In order to do so, all
people in charge of BD activities at Shire operaesextensive network and generally posses large
experience in Business Development acquired inrabepanies. Usually this means ten years for the
new acquisitions and up to more than twenty fivargefor the most experienced people. BD
responsibles are also involved in an internal itrialsorganization called the “Licensing Executive
Society” (LES) and interact with other companies B&unterparts at conferences like Pennsylvania
Bio, California Bio, the JP Morgan Conference. B&bple have to be aligned with company objectives
s and to know what the company is going to comra8rei , to develop and to develop and/or sell
company products. Internal communication practaresthe biggest issue, since they must ensure that
Business Development and the Commercial and the R&dpartments are aligned. Complex
communication rules are followed: this is a good/veacontrol the BD outputs, to make sure that what
they select and put forward in the BD process Bditable opportunity for the company itself; not
only a way to get larger bonuses at the end of/éae. This contributes to explain the managers need

of having a scientific and not just a business gemknd. The BD team benefits of direct access to
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internal expertise across the full range of funwiofrom initial scientific review through full

commercial evaluation.

Merck&Ca Merck is one of the largest global health care camyp Its operations are principally
managed on a products basis and consist of fotorsecPharmaceutical, Animal Health, Consumer
Care and Alliances . The BD department at Merattiveded into two main functions: one deals with
product licensing , and the other one is respoadinl commercial partnerships. In general, BD is on
the lookout for new opportunities, wich may include and out-licensing, collaborative research, co-
development, and co-promotion agreements. BD atsmdlly reviews and responds for every
opportunity that might complement company programsnight help to increase the competitiveness
of the firm. The partnership process is particylafficient: for each opportunity the company p@su
BD assigns an experts team to support negotiatedlence structure and alliance management. One of
the first steps involves connections: worldwide idsoare in charge of building relationships and
seeking for opportunities by relating with compahnigoing to conferences, looking on secondary data.
After an opportunity is identified, the opportunitgeds to be understood more in depth, through an
initial non-confidential review of the counterpast the Review and Licensing Committee and internal
face-to-face scientific meetings. If this phaspassed, the BD function starts the due diligenckthe
term sheet negotiations. Finally - excluding casésmergers and acquisitions — an alliance
management unit is appointed to monitor progressutfhout the agreement and ensure good

implementation of the collaboration.

Janssen-Cilag GmbRanssen-Cilag is a pharmaceutical company bas@ermany which focuses
on the research, development and manufacture ajsdrihe company has expertise in various
therapeutic areas and it operates through foursidivg according to their applications: 1. Internal
Medicine, 2. Central Nervous System, 3. Biotechgpland 4. Virology. The formal BD department at

Janssen-Cilag is headed by a BD manager suppoytddde other people. The BD manager responds
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directly to a Board member, namely the head of etarg and sales. In the BD unit it is important to
have both scientists and business people, sohbgtdan compensate one another lack of knowledge,
although , everyone has in general some experianuoeth fields . In order to be able to properlyrga

out the BD function, BD people have also accessther functional experts inside the company. In
such a case, the coordination of the team beconuesasingly delicate because more flexibility and
respect of other colleagues’ priorities are reqeobsThe BD process at Janssen-Cilag starts with a
strategic gap analysis: according to the overeditagy that the Board regularly communicates, tBe B
manager identifies the major strategic gaps to ditld the strategic timetable to be followed.
Afterwards, the team proceeds with the screeningxiéting and emerging business opportunities
through internet, open source databases or withelg of consultants, depending on the quantity and
type of information needed. This phase producesgpgortunities “short list” and, after going through
some strategy fixed criteria, BD people contactrtiost interesting potential partners to evaluateemo

in depth potential opportunities. If all the reguirents are met, deal management phase follows,
involving due diligence and negotiations. The altia function is separated from the formal BD Unit,
and it is dedicated to global deals; whereas salb#inces/deals alliance management practices are

dealt within the BD department.

Genextra Genextra is a holding firm created in 2004 by augref Italian entrepreneurs and
financial institutions in partnership with leadisgientists from the European Institute of Oncology
(IEO). Its main goal is to identify innovative resehes in life science and to develop new therapies
and tools by creating performing business initedivGenextra develops its products through four
companies which maintain flexibility within theindividual organizations, but share with Genextra
common strategic guidelines and pivotal resourEes. Genextra, BD activities are the heart of the
firm, along with R&D. The company has one corporB@ manager, who is responsible for new

opportunities identification with regard to threetcoof four companies of the Holding. Intercept
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Pharmaceutical, a US based firm, is the only exaephere the role of BD is still covered by the@E
mainly because there are many people in the Boamlhave worked in BD roles. In this case, BD is
not a formalized function, but a role implicitlyrci@d out by the entire Board. The BD process anéts
researches, including scouting, analysis and etialuaf projects of interest to be acquired witttie
holding structure. In a second phase, once a grejec part of it - is selected and acquired, ti2 B
manager starts scanning the environment agairgeotify new opportunities that help develop the
project itself. The final goal is to make it reacthevel of maturity such that it can then be lieshsut

or sold. The BD manager, who had both businesssamhtific/technical background, dedicated a lot
of his time to attend conferences and industryifipesvents in different countries, where he cogédt
updated information on the market and maintainterdaisiness contacts. At Genextra BD role is
considered of high responsibility, since BD manageperate a first selection of possible strategic
guidelines the group may follow. The evaluationBid deals is based on both quantitative and
qualitative criteria. The quality of a deal is esflted by the quality — in terms of market power and
share - of the partner. With regard to compenssafi8D managers receives bonuses according to the

number and the condition of deal closed.

Crown BioscienceFounded in 2006, Crown Bioscience is a premier diiggovery company

providing cutting-edge translational platforms acaist-effective drug discovery solutions for its
biotech and pharmaceutical partners in dedicatethpieutic areas: Oncology and Metabolic Disease.
TheBD function is carried out by four people, eachgssd to a particular geographical area (Europe,
China, Japan and USA). They are all relativelyeaiiar level and respond to the CSO (Chief Scientifi
Officer). All of them have both knowledge of scienand management. When more specific
knowledge support is needed, BD involves colleadt@a the R&D or any other particular company
function. In the past, the BD and the R&D departtadrave had some major misunderstanding, mostly

because of discontinuous communications and pagmraént on each other goals and priorities. That
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is why Crown Bioscience is setting up very specdtfiordination mechanisms, such as shared online
blogs, trough which each part keeps track on alaeduasis of the most important activities. BD at
Crown Bioscience may involve identification of @éifént kind of business opportunities, that may turn
into technology licensing deals, collaboration deglrtnerships with local companies to increase th
local presence and M&A activities. Before startthg opportunity management process, these growth
options are presented to CSO for approval; therBlgoroceeds with the evaluation, due diligence,
and final negotiation phase. Furthermore, BD gsdbiprovide to CSO any relevant market info that
the CEO and the Board may need for company growte. evaluation of BD performance is based
partly on quantitative evaluation of the deals ethsand partly on measurement of deals maintained
over time. This practice relates to whether BD isefy a prospective functionality that looks for
opportunities and brings opportunities in, or ialso responsible for the maintenance of relatigssh
and of collaborations. Overall, BD people at Crddinscience have a high level of autonomy within
each geographical area, and very good communic&iiiween each other. When the opportunity

entails the acquisition of another company, ther8aafully involved.

Quipu is a spin-off company of the Italian National Ba&ch Council (CNR) and of the University
of Pisa. The company’s IP is based on patent tdoggpdrom the Italian National Research Council.
Quipu mission is to provide products and servicethe high-tech diagnostic and preventive medicine
field. Specifically, the core business includestays and techniques to assess early markers of
cardiovascular risk by image/signal processifilge Company is located in the Research Area of Pisa
(Tuscany, Italy) and the team is composed of 4 leeaqupported by 3 scientific advisoiQuipu
management team is composed of four persons, nioathhom have both scientific and business
background and experience. In particular, Quipu G&ider has a MSc degree in electronic
engineering and a Master Executive Degree in HigbhTEntrepreneurship. The knowledge gained

from his previous experiences allowed him to dtag new venture, aiming to become global since its
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inception.BD is a consolidate set of activities performedsi@uipu inception with the aim to actively
integrate company products and services in the-teigh diagnostic and preventive medicine markets.
At the beginning, BD leader role at Quipu was heydthe founder, who concentrated his efforts on
finding partners that cold support the company’fivere development and the validation of the
methodology through epidemiological studies. In20dbllaborations with institutions and universstie

in UK, US and France allowed Quipu to be ready dommercializing its technology. In 2012, a
dedicated BD manager was hired and BD became fafstation on the Board. This was because the
company started to deal with different and pargbiejects and the CEO’s time constrains did not
allow him to follow all the BD processes. SincerthBowever, the CEO meets with the BD manager
monthly or weekly depending upon the volume of\aibéis. Such alignment meetings are highly
functional to both the CEO and the BD manager. TE® is kept posted with market/environmental
information on the evolution of each single oppnityy and the BD manager is updated on the
company'’s strategic outlooks in order to be awdrany firm good opportunity at any precise point in
time. Operating full time, the BD manager suppdnes executive team in three main ways. Firstly, it
constantly informs the organization on availabletiexing opportunities, providing quantitative and
qualitative data on the probability of success loé tmost interesting collaborations (both with
customers and R&D partners). This information beesravailable through a systematic process of
market scouting and analysis, which is made effecthy the manager's capability to identify
appropriate business opportunities. Secondly, #fieropportunity is selected together with the CEO
for further analysis, the BD proceeds with the R&Dlleagues in discussing further details with
potential partners (evaluation phase). Thirdly, BBnager guides the negotiation phase, with the aim
of closing the deal at the most favourable condgitor the company. Presently, Quipu BD manager is
evaluating partnerships with ultrasound equipmertsducers, in order to explore new potential

markets and product applications. In addition,shoking for the extension of Quipu’s sales nekwor

115



— which accounts already of distributors in 12 Be&an countries - to the US, through a sales

agreement with a local hardware producer.

Intracare. Intracare is a biopharmaceutical company focused the development and
commercialization of new therapeutic products &atrchronic liver diseases, such as primary biliary
cirrhosis, utilizing its expertise in bile acid chistry. Company’s product candidates have potettial
treat orphan and more prevalent liver diseasesvioch currently exist limited therapeutic solutions
Founded in 2002 and based in New York, Intracaaenteounts 25 employees; the management team
is composed of five members, all with internatioegberience and technical background. All members
of the team have worked within the industry for mamars and had leading positions in high tech
companies operating worldwide. For Intracare, Biivdes are the heart of the firm, along with R&D.
BD is responsible, since inception , for reseasatguting, analysis and evaluation of projects of
interest to be acquired within the holding struetuin a second phase, once a selected project is
acquired, the BD starts scanning the environmemdentify new opportunities which help developing
the project itself, making it reach a level of maguto be licensed or sold-out. Also in such aezdbe

BD manager is the person who searches for the mleshess opportunities .

The centrality of these activities is very well eegsed by the words of the Managing Director:
“...Without a strong BD capability the company bussenodel would have been incomplete”. The
BD process, clearly defined since the beginningeweitially managed and coordinated by the CEO.
He dedicated much of his time to attending confegenand industrial specific events in different
countries, where he could get updated informatiorth® market (technologies, trends, competitors,
new companies, etc) as well as maintain/createnbssicontacts. Through these systematic activities,
the firm has been able to effectively identify nepportunities, such as recent research, development

license and commercialization agreements with ae&ebh Institution in France and a licensing
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agreement with a Japanese Pharmaceutical firmgiidat amount of deal closed in the past 10 years is
also due to the appointment of a dedicated BD nmamaght after the inception, as CEO support. He
has a significant business network derived fronvipres experiences along with a biotechnology and
management background. His main task is to guidditi in the identification and evaluation of the
best global opportunities which may enhance thaevaf company’s resources, ultimately negotiating
the best contractual terms to exploit externaltasges an example, Intracare is actively collabarat
with different Institutions in the UK, Swisserlantbrael and Austria. In addition, it has entered
distribution agreements with companies in JapanTantétey. Given the high risks and responsibility
associated with the selection and evaluation ofodppities, BD manager variable pay and
recognitions are quite high; this has a positivpaot on the perception of the job and increases the
level of perceived personal responsibility. BD ftioc at Intracare is a staff function, in ordergi@ant
constant communication and a reasonable alignmerthe strategic objectives between the CEO and
the BD manager; the horizontal nature of the fumctfacilitates also the interaction with other
organizational functions. In fact, in order to exstk opportunities and negotiate contract terms, BD

integrates knowledge from the R&D department asiftioe legal and IP staff.
5.5.4 Integrity of the case study research

In dealing with Positivism’s criticisms about theeck of methodological rigor and the probability of
bias (Patton, 1990; Yin, 1989), case study reseaschave matured many different approaches for
incrementing the integrity of qualitative resea(Btiege and Nair, 1996). In order to achieve intggri
in the case study research and authenticate th@ieahpgjuality of the case study evidence this thes
applies some of the numerous techniques recommengdé#tt literature (Miles and Huberman, 1994;
Yin, 2003). Furthermore, during the evaluation lné tase study results, data- and between method-
triangulation were applied by gathering and comparinsights from multiple respondents (within

some of the firms) and using diverse methods (Wders, data from observations and archival data)
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(Denzin, 1989). In particular, company documentd aecords were used either to confirm or to
challenge the information collected from interviearsd field notes. | established the reliabilitytio®
analysis by creating a retrievable case study datlYin, 1989), and by developing of a case study
protocol, which included the use of “table shelig”record data (Miles and Huberman, 1994). These
procedures ensured the focus of data collectioBusiness Development concepts, verifying that the

same information was collected for all cases, andpteted through proper data analysis.

Internal and external validity were establishedotigh a pattern matching logic (Miles and
Huberman, 1994; Yin, 1994). pattern models thatrgetk from single cases were compared to each
other (literal and theoretical replication acroaseas) and also to pattern models emerged fromqugvi
literature (i.e. analytical generalization). Thiogess was determinant for the generalizabilityhef
findings. In addition, explanation building allowatterpretation and sequential inclusion of cases i

order to establish causal relationships.

Finally, the process of content analysis was dsedisvith knowledgeable scholars (Yin, 1989). In
particular, | requested advice from three acadethiosorder to gain additional insights on the key

issues/concepts that had emerged and also to eaggdrcher subjectivity concerns.

** During the case-study analysis, valuable advicepmasided by Prof. Michael Hopkins, Senior Lectuaethe University
of Sussex (SPRU), Prof. Antonella Zucchella andagite Denicolai, respectively Professor and Lectatghe University
of Pavia (Department of Economics and Managemeifi), took the time to review the interview transtsipnd discuss
with the researcher the key themes that had emerged
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CHAPTER 6

RESULTS AND DISCUSSION

6.1 Introduction

As seen above, ten case-studies, all of them coimgefirms operating in the biotech industry, have

been investigated to shed light on specific Busirigsvelopment features.

As illustrated in Chapter 1, the purpose of thiserch has been twofolded. Further to provide an
updated definition of Business Development, firgalghas been to reveal the constitutive dimensions
characterizing the BD phenomenon, by drawing frasthlmarketing and entrepreneurship literature.
The research on entrepreneurship/marketing intesfhas experienced a great development in the last
decade, and, thanks to the outcomes provided wopliterature , BD appears the most apt approach
to study the theoretical dimensions that charamtehe phenomenon. But this thesis goes beyond that
and aims at studying the managerial and organizaitiantecedents of a BD capability. Many authors
clearly define capabilities as processes that @mobnd across companies (Eisenhardt and Martin,
2008), and investigate the managerial processdks, gkocedures and values that lead to capability
building (Keil, 2004; Teece, 2007; Leonard-Burto@92). In fact, an analytical and empirical
understanding of these aspects is needed to exgaoites of competitive advantages deriving from
capabilities (Keil, 2004). Given the importance aapabilities for the success and growth of firms
(Chandler, 1992, Barney, 1992; Teece et al., 19%¢lo and Wilson, 1994), this thesis aims at
exploring the microfoundations that support theatiom of a firm-level BD capability. In order to do

so, it has been adopted a dynamic capability apgprand considered Dynamic Capability as
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comprising three building blocks: 1. the charastes of people that perform BD functions, 2. the

organizational structure, and 3. the best practoektools related to the BD process (Teece, 2007).

6.2 How do the investigated firms define BusinessaDelopment?

The present research examines the broader aspeBusihess Development. As thoroughly
explained in Chapter 2 (BD literature), the conaapBD is still recent in its emergence and evalati
and its distinctive character has not yet been delined. Furthermore, BD does not have a shared
language that describes it and its role (Giglieranal., 2011),Moreover, the few existing contribns
that studies on Business Development draw fromeidfit literature background, fail to provide a
shared definition of the phenomenon. After an iptdeanalysis of these contributions, ftilerouge
that emerges is the association between Businegsidpenent and new business opportunities, whose
identification seems to be the purpose of BD itdelffact BD has been defined as “routines andsskil
that serves to enable growth by identifying oppaittes..” (Davis and Sun, 2006), “a set of taskd an
processes concerning analytical preparation ofnpialegrowth opportunities..” (Sgrensen, 2012), “an

activity (...) intended to find and develop new rewempportunities...” (Giglierano et al, 2011).

Consequently, a more holistic and comprehensivenawaion of the phenomenon of Business
Development is necessary (Davis and Sun, 2006;igBagio et al., 2011). To this end, the early
objective of case study research is to clarify Béirdtion using the lenses of corporate management,

namely: what does Business Development actuallynrtee¢he individual firm?

The exploratory cross-case study helped to uncdkiexy question. Management of the ten
investigated firms was specifically asked to defBugsiness Development within their organization,

and to provide illustrative examples of BD actie#tiundertaken at the firm level. Table 6.1 indigate
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the terms, themes and ways used by the intervidovegplain “BD” meaning providing examples of

what they consider to be the main BD outcomes.
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Table 6.1: Business Development definitions and atames

BUSINESS DEVELOPMENT OUTPUTS (Deals closed)
Direction of the
COMPANY DEFINITION OF BUSINESS DEVELOPMENT . resource flows . .
Object of the deal (Company VS 3rd Third party involved Year
party)
Company shares IN AAA 2011
Company shares (acquisition) IN Anabasis 2011
Forus, BDis a process that aims at strengthemes@arch pipeline through the capt L -
Dompe . P reng =N pip g P Commercialization rights IN Dyax Corporation 2008
analysis and management of new business oppo#siniti
Manufacturing rights IN Protox Therapeutics 2p07
Distribution rights IN Altarex Medical Corporation 20
Commercialization rights IN RPS 2012
In our company, BD act as a “scouting function” fiew potential clients, new partnerd/arketing rights IN Immco Diagnostics 2013
Nicox and every new potential opportunity that can enkdino’'s growth Commercialization rights ouT Bausch& Lomb 2010
Development agreement JOINT Merck 2010
Development agreement JOINT TOPIGEN 2p05
Co-development agreement JOINT Abide Therapeutics 2013
BD at Merck actively seeks business opportunitiesdmplement and enhance the |pevelopment agreement JOINT Bristol-Myers Squibb b013
company'’s original research and product portfdfioparticular, it pursues discovery
Merck development collaborations and look for jointlyideting products with partners. Development agreement IN Cerecor P13
Commercialization rights ouT Adcock Ingram 2011
Development agreement IN Depomed 2009
Although the type of opportunities may vary acréisss, BD regards the systematic |Distribution rights IN Atossa Genetics 2013
analyses of the market, which allow the compangetect new interesting and profitabfsromotion rights JOINT Janssen 2010
- opportunity that are evaluated in order to deteertireir fit with the overall strategic N
p
Bionium objectives of the firm. Then BD manages the mostiging opportunities and look for Research agreement JOINT UC San Diego po10
turning theminto valuable deals. Distribution rights IN Golden helix 2010
Development agreement IN Trigen 2007
Business Development means identify, evaluate #rxb@ny deal that helps the Research agreement JOINT Beijing Purunao Biotech 2012
company ‘to grow. This conceltn thg identificatiqmnﬂ involvement in licensing deald Research agreement JOINT Jiangsu Hengrui Medicine 2012
Crown collaboration deals, partnerships with local conipsuthat may support your presenc -
particular countries, M&A activities and so on. Research agreement ouT Jasco Pharmaceuticals 2010
Research agreement JOINT Pfitzer 2009
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BUSINESS DEVELOPMENT OUTPUTS (Deals closed)
Direction of the
COMPANY DEFINITION OF BUSINESS DEVELOPMENT . resource flows . .
Object of the deal (Company VS 3rd Third party involved Year
party)
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Company shares (acquisition) IN Anabasis 2011
Forus, BD is a process that aims at strengthemesgarch pipeline through the ca|
Dompe . P . 9 ; . pip 9 pt J6%’mmercialization rights IN Dyax Corporation 2008
analysis and management of new business oppo#gsniti
Manufacturing rights IN Protox Therapeutics 2po7
Distribution rights IN Altarex Medical Corporation X0
Commercialization rights IN RPS 2012
In our company, BD act as a “scouting function”fiew potential clients, new partnerd/arketing rights IN Immco Diagnostics 2013
Nicox and every new potential opportunity that can enkdinm’'s growth Commercialization rights ouT Bausch& Lomb 2010
Development agreement JOINT Merck 2p10
Development agreement JOINT TOPIGEN 2005
Co-development agreement JOINT Abide Therapeutics 2013
BD at Merck actively seeks business opportunitiesadmplement and enhance the |pevelopment agreement JOINT Bristol-Myers Squibb 013
company'’s original research and product portfdfioparticular, it pursues discovery
Merck development collaborations and look for jointlyidefing products with partners. Development agreement IN Cerecor P13
Commercialization rights ouT Adcock Ingram 2011
Development agreement IN Depomed 2009
Although the type of opportunities may vary acréisss, BD regards the systematic |Distribution rights IN Atossa Genetics 2013
analyses of the market, which allow the compangetect new interesting and profitabigromotion rights JOINT Janssen 2010
- opportunity that are evaluated in order to deteertireir fit with the overall strategic "
Bionium objectives of the firm. Then BD manages the mostising opportunities and look fo Research agreement JOINT UC San Diego po10
turning theminto valuable deals. Distribution rights IN Golden helix 2010
Development agreement IN Trigen 2007
Business Development means identify, evaluate &rsé@ny deal that helps the Research agreement JOINT Beijing Purunao Biotech 2012
company to grow. This concern the identificatiorantl involvement in licensing dealg Research agreement JOINT Jiangsu Hengrui Medicine 2012
Crown collaboration deals, partnerships with local conipsuthat may support your presencp-# -
particular countries, M&A activities and so on. Research agreement ouT Jasco Pharmaceuticals 2010
Research agreement JOINT Pfitzer 2009

Source: author’s elaboration
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The majority of BD related researches take a sjgep#rspectives with regard to BD tasks and
scopes, such as commercialization of innovativelpets/technologies (Giglierano et al, 2010; Davis
and Sun, 2006; Bianchi et al., 2009; Murray, 20d2alliance management (Kale et al., 2006). On the
contrary, the firm case studies analized clarifiedt BD focus is not limited to particular types of
deals. Instead, its aim is to explore any potdgtiateresting opportunity anddécide which business

model is the most appropriate to expldit(Bhire).

The findings of the cross-case analysis prove thdiije Business Development encompasses
different types of initiatives (Kind and Zu Knyphsan-Aufsel3, 2007), it is essentially a broader
concept that relates to the sensing and seizingppbrtunities (Teece, 2007). More specifically, BD
process aim is to (1) identify external businegsoofunities (i.e. partners) that may enhance tine’di
resource base, (2) evaluate such opportunities)g@dtiate the best possible contract terms inrdade

effectively exploit them and (4) manage the reladitp with partners.

According to the interviews, Business Developmerdri extremely relevant activity as shown by all
the case study firms, because BD coordinates anl@gthe effective management of the firm’s inflow
and outflow of products and technologies with exaérpartners. The ultimate aim is to create
conditions in order to quickly manage the rapidhaging and risky environment and achieve a

competitive advantage in the market.

Given the previous literature contribution and tbgtimonies fronthe ability to proactively identify
and capture external business opportunities th&egrate and recombine the firm resource base in
order to manage continuous environmental changesexpand business into new market spates
case study firms, | suggest a more accurate defndf BD in the biotech industry dake ability to
proactively identify and capture external businepportunities that integrate and recombine the firm

resource base in order to manage continuous enmental changes and expand business into new
124



market spacesSo defined , BD represents @pportunistic perspectivavith BD managers continually

discovering new opportunities and sources of veduehe firm. Although mergers and acquisitions are
excluded from the Markets for Technology (Aroraakt 2002), Business Development may also be in
charge of managing such kind of deals as confirme®ompé, Shire, Bionium, Genextra and Merck

executives.

6.3 Core dimensions of Business Development

The notion of "opportunity”, thus, describes a widage of phenomena which can initially appear
indistinct, but which become shaped and seizeditfirout the BD process. In particular, as explained

in Chapter 2, the notion of BD is likely to liethe interface between entrepreneurship and magketin

Previous works (Kind and Zu Knyphausen-Aufsel3, 2@Qistin, 2008) suggest that BD ultimately
manages in-licensing, joint development and owH&ng deals. In particular, the pursuit of such
development alternatives calls for high level ohdmation and risk management (Murray, 2012;
Austin, 2008), since BD have to identify, amongeny resources and competences that will contribute
to advance the R&D pipeline and, as such, suffanfuncertainty by definition. They also involve a
high market focusing , since the ultimate goal & B to create value: directly, monetizing firm’'s
investments in R&D through the commercializatiort/icensing of products and technologies; and
indirectly, by finding complementary resources timatease the firm’s product development potential

(Davis and Sun, 2006; Giglierano et al., 2011).

As suggested in Chapter 2his thesis adopts a EM perspectiveynsidering the Business
Development phenomenon as an heterogeneous cdribtrticalls for the integration of marketing and
entrepreneurship practiceb line with the approach followed by Morris et(aD02), | explore the BD

phenomenon in order to define and explore the ¢atise BD dimensions.
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By following the approach adopted by Morris et(2D02) to explain entrepreneurial marketing, my
aim is the identification of theoretical dimensiotisat underlie Business Development in the

biotechnology industry, thus providing a compagtlaration of the phenomenon.

In order to address this research gap, managess ased to elaborate on Business Development
activities, responsibilities and goals, and to teel8D with the main themes and activities
characterizing marketing and entrepreneurship @#éad Darroch, 2004). Afterwards, interview
transcripts were analyzed (as explained in Chaptdollowing the “constant comparative analysis”
method (Glaser and Strauss, 1967), constantly congpanterview contents to prior theory and

available data, in order to produce valid dimensiofithe Business Development construct .

As illustrated in the following sections, BD roletin the firm is designed around seven key

dimensions.

6.3.1 Opportunity focus

As emerged from case studies and from previousatiiee (Davis and Sun, 2006; Sgrensen, 2012),
the main BD activity is to look for external bussseopportunities that can meet and enhance cogporat
strategy. So if the strategic goal is to sell ot-lmense products/technologies to monetarize maer
assets, or to move away from a market no morenm With corporate long term objectives, then BD
must search for partners that may be interestedaopt their assets (Kind and Zu Knyphausen-Aufsel3,
2007). If the goal is in-licensing/acquiring a puct technology in order to enrich the pipeline and
consolidate/enlarge firm’s presence within a cartaarket, then BD must search for partners that may
possess that asset and wish to out-license itllfsinfathe goal is to bring a product/technology &
further developmental stage, but the firm lacks whkingness (e.g. because of the high risk or the

newness of the market) or the necessary resourdd® @ompetences to do it alone, BD would look
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for a partner disposed to jointly develop the piftachnology. The focus on external opportunities
allow firms in the biopharmaceutical industry tosd®p their business without sustaining higher leve
of risks and uncertainty that comes with solo im&iR&D. Variety of opportunities — e.g a partner i

a target market or a company with complementargtass- are sensed by individuals with particular
characteristics and not other¥.du must be able to see opportunities outsiddyamtarket. This is not
an easy task, since you must have an heterogemamkground in terms of previous knowledge. But
also creativity (Shire) Creativity is particularly important togand the opportunity horizon dictated
by market boundaries and to explore new alternsitiWe weren’t thinking about it, but since our BD
manager suggested that Big Pharma would have betemested in buying our compound, then we
explored that option. We weren’t involved in thattular therapeutic area anymore and, in addition

the economic counter value was extremely intergs{Merck).

It may also happen that particularly perceptivaviiials may sense opportunities continuously in
any environment in which they find themselves (Heyls 1995). Too much creativity lead to
dispersion. This is why it is important for BD taimtain alignment with the corporate stratégy
(Bionium). Sensing opportunities is complex; segghe right opportunities, is even more challenging
Moreover, in the case of BDtHe focus on opportunity is maintained all along thpportunity “life
cycle”™ (Dompé). In fact, BD managers must evaluate asgduss the opportunity which, in time,

become a more elaborate concept (Koning and MuzAge0).

In line with that, Entrepreneurship literature coomly regards opportunity development as a
continuous and proactive process necessary fodéwvelopment of the business (Ardichvili et al.,
2003); it is very important for the firm to evaleabpportunity at each stage of their development,
although the evaluation may be informal or evenrtimdated (Timmons, Muzyka, Stevenson and

Bygrave, 1987). Once an opportunity has been rezedras strategically important for the firm, a

127



preliminary evaluation activity begins. In the cagehigh tech industries, such as biopharmaceuytical
the first step may involve a feasibility analysrsboisiness plan, that ensure whether the oppoytisit

in line with the strategic firms objectives and wWiex the proposed resource combination can, in fact
deliver specified value (Ardichvili et al., 2003)his activity may be very useful also for assessing
whether the value deliverable from a specific mixresources and competences can be actually
translated into growth. In addition, a business plaually implies the existence of a business qatnce
namely the “form” the opportunity will take form o it will be practically implemented (i.e. joint

venture, outsourcing, acquisition, corporate VQlabmration, licensing agreement, etc).

If this is not the case, the evaluation process specify the business concept that would be
feasible. Once a preliminary business plan for & nellaborative opportunity or for acquiring and
restructuring an existing business is completethesoases require an additional due diligence phase.
“This second and more in-depth evaluation step, llysuavolves both internal and external
counterparts; it is very long and complicate(Bionium). This phase is necessary to “scan” the
counterpart and assert the integrity of both theootuinity per se, particularly when the partnends
well known, and the potential deal have a partitylianportant impact on the strategy or on the kaidg

(e.g. acquisition of a company, out-licensing deigth a Big Pharma).

Whether or not an opportunity will pass throughstiprocess, highly depends on a number of
constraints or limitations such as strategic olpjest risk propensity, financial resources, indiat
responsibilities, and so on. An “opportunity” thddes not successfully pass through the evaluation
stage may be revised or even aborted. A carefeksasgent of resources and markets of both firms and
an in depth examination of the counterpart involvedhe deal, often lead to useful revisions of

business concepts (Ardichvili et al., 2003). Thisams that an opportunity may start with the idea of
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becoming, for example, a R&D contract, while, atieproper internal and external evaluation of key

factors, it ends to become a more suitable acgrisit

6.3.2 Innovation drive

Innovation is a key word utilized by all ten invigstted companies. In particular, most of them tend
to use the term “innovative” when describing th@apunities that are identified and pursued through
BD. Essentially, they describe innovation as cowgrthe entire sphere of business activity. For
example, BD may detect innovative ideas about @miati market or technology to exploit, may
identify an innovative product to buy may find amovative research project to pursue, or may
pinpoint an innovative academic research to finafités means that BD function is valuable until it
increases the innovative activity of the firms. dad, the notion of “innovation” has been strongly
linked to the concept of entrepreneurship in liter@ (Drucker, 1985; Lumpkin and Dess, 1996). “We
are always looking for opportunities that incredise innovativeness of the firm, either in terms of
markets or products” (Janssen Cilag). For exan@igpu is looking for new opportunities in the US,
trying to detect suitable companies available tterermnto distribution agreements. In this case,
Business Development activities will allow Quipudolarge its presence in a new and very profitable
market. In other cases, product innovation is venses BD managers to search for partners available
to jointly develop a particular compound. While BB manager at Dompé searches the market for
new opportunities, she has innovative ideas, iflenyj opportunities that allow the company to do
things better and differently from the pasky' job is also to propose and discuss with the CEO
innovative business solutions to pursue, giverfriggh and updated information | gather everyday out
in the market(Dompé). During the interviews, all respondentsphasized the importance of BD as a
“supplier” of innovative scenarios, contributing the renewal of corporate strategy and the

maintenance of a culture of continuous innovation.
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In other words, since promoting a culture of inrtava s critical for idea generation and Ol, these
ideas and opportunities actually form the basitheffirm’s innovation culture. A typical observatio
has been that of ShireCteating opportunities requires a specific kind inhovative mindset, an

innovative environment on site that we try to baitdl sustair.

6.3.3 Risk attitude

Literature has identified a risk-taking attitudeasimportant element of an firms’ entrepreneurial
orientation (Covin and Slevin, 1991; Lumpkin andsBel996). As defined in Chapter 2, risk-taking
refers to the extent to which an organization idling to undertake significant and risky resource
commitments and actions with uncertain outcomedléMand Friesen, 1978; Keh et al., 2002). The
results of the cross-case research corroboraterdgleyance of risk-taking within the Business
Development function. In particular, Genextra, D@&n@hire and Bionium acknowledge the
importance of promoting an internal “calculatedk+igking culture”. Management in these firms
explains how they constantly need to assess tha tEvrisk that they are prepared to take while

evaluating business opportunities.

The following interviewees quotes are indicativesoth a risk-taking standings:

“Uncertainty and risk are intrinsic to the industeipd BD knows that on 1000 promising molecules,
only 5 will arrive at the end and will be commeti@ad. This means that risk management is oneeof th
key components of the BD job. And BD managers beigbod enough to understand if an identified

opportunity will lead to a success or a failuré@Genextra).

“In general, every single opportunity that BD evaguss risky. This is due to the fact that you will

never know exactly what happens when molecules@ahisms interact, although the interaction has
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an high probability to be successful. This is whBx manager must have a scientific background: it

wouldn’t be possible to evaluate risk otherwig€rown Biosciences).

“Risk-taking is a central part of the BD. For usjstimportant to evaluate potential customers in
order to be sure we can effectively provide ouvises for an interesting period of time. If you are

overloaded with small customers you may lose thaahto get “the big one(Nicox).

From the above quotes , it is evident that Busimesselopment entails risk-taking decisions mostly
because of the nature of the biopharmaceuticalsingitself. This is probably one of the reasongywh
BD functions flourished the most in high tech inmhes (Davis and Sun, 2006), mainly to support

management in risk-taking decisions that diregtipact on the overall firm’s strategy.

6.3.4 Proactive orientation

During the interviews, management further explaihed important entrepreneurial opportunities
had emerged within the subsidiary boundaries thHroagcontinuous process of systematic and
proactive market scouting. Literature has definadhsattitude as an internal “proactive posture”
(Lumpkin and Dess, 1996). Proactiveness is viewethédnagement as the winning approach to gather
superior market- and industry- specific knowledigeother words, competitors superior knowledge ,
potential partners and emerging technological disges are considered central in a truly proactive
culture. Accordingly, Bartlett and Ghoshal (1998)& asserted the organizational learning relevance
in developing internal capability of sensing angidéy responding to change. This is evident in the

following quotes:

“Knowledge of our pipeline and industry dynamicgxtremely useful for Business Development
since it allows to be ahead of most companies eir thinking and in their practice implementatidn.

(Merck).
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Consequently, a proactive posture seems to be tamoio identify market opportunities prior to
competitors. In fact, as sustained by Nordman agteM(2006), windows of opportunities in high tech
environments rapidly open and close, requiring $itm be proactive in their scouting activities. S hi
notion is in line with the logic of “demand bubblg€orniani, 2002) which arise from a specific
company-driven stimulus able to pool a number déptal stakeholders that are homogeneous in their
interest regarding the company’s offering. Once gheduct or service has been bought, the bubble
tends to disappear. In line with that, the completof second Phase 3 trial of DX-88 - a Dyax
Corporation proprietary technology - attracted #igention of a pool of companies that aimed at
developing or consolidating their expertise in éinea of rare diseases. However, thanks to its pveac
search and monitoring, Dompé was the only one twed , grating exclusive commercialization
rights on angioedema technological development.eOttase study firms explained how their
willingness to be ahead of the market and indus#nelopments requires an increased alertness to new

opportunities, as these arise. Management quotes:

“It's extremely important to continuously scan tharket because opportunities are not available

forever. if you miss one, it can be gone forédanssen).

“We have to be ahead of what's actually happenirsgket developments or industry developments;

this allows us to proactively look for opportungie(Bionium).

6.3.5 Resource leverage

Markets for Technology enlarge the strategy spéicets can choose to license-in technologies
instead of developing them in-house; they can et&se to license-out the technology, instead oin(or
addition to) investing in the downstream assetsle@d¢o manufacture and commercialize the goods

(Arora and Gambardella, 2001). The concept of nesoaombination reflect the idea that, in a global
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competitive environment, with a risky R&D procefisms need to organize their business model in
order to do “more” with “less”. Thus, for exampl&tracare has been able to concentrate on
developing its technology rather than on its agpicn, by relying on licensing and other arrangetsien
to boost returns on its innovative effort. In limgth that, BD at Intracare ensured, among others,
integrative resources and competences to carrgertain preclinical experiments and tests, gaining
royalties from commercial agreements to financehtrr technological development. The fact that
firms value their resources while exploring andtadpg new opportunities facilitate the emergente o
new ways to use the same resources. For exampipy @uevaluating partnerships with ultrasound
equipments producers, in order to explore new prodpplications, thus stretching the use of avélab

resources.

BD, in fact, is not only about exploring the outsidBD is directly responsible to find external
business opportunities that can optimize and erenéme exploitation of internal assets; at the same

time, every single deal that BD closes resultstiea combination of the available resources.

BD managers in the case study companies have shimsvithe capacity to see the interactions
between internal and external resources and ptingirecombination in order to create a higher value
Leveraging resources is not an automatic and essdy tt is more a creative rather than mechanical
activity. This ability to recognize resources thet not fully exploited and see how they could bedu
in new, unconventional ways requires lot of expe& technical and business skills and
entrepreneurial perspective. For example, Bionitamehrenewed and recombined its tangible and
intangible asset base through more than twenty mpadnerships since its inception; these include i
and out-licensing, collaborative research, co-dgwakent, and co-promotion agreements. Today, their
late-stage development superior capability in oogwplencompass both small molecule and antibody

drugs; here Business Development works systemigtitalfind the most appropriate candidates that
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can be explored, leveraging resources and capebildn a constant base. By leveraging on the
company’s unique models, molecular profiling, ardadanalysis capabilities, Crown’s BD manager
signed a co-development agreement with Jasco Phautieals, providing the partner company the

“boost” they needed for the development of a newehll molecule.

6.3.6 Network focus

Although assessment of customer needs is the cbomer in market orientation, the word
“‘customers” has been rarely mentioned by managkrhe case study firms. The early stage of
exploration and exploitation of the biotechnologip&atform implies that knowledge bases are still
heterogeneously dispersed among diverse orgamsafMalerba and Orsenigo, 2001; Pisano, 2007)
spread all over the world. This oblige firms to ttonously enter transactions for the use, diffusaod
creation of technologies. This may involve fullhaoclogy packages patents and other IP know how
and patent licensing. It also includes transactionslving knowledge that is not patentable or not
patented (Arora and Gambardella, 2001). Such matketture and the complexity of the exchanged
technologies explains the importance of maintairgongd relationships with counterparts in the long
run, since their fundamental contribution is usuadiquired after the deal is signed. For all theeca
study firms, a partner can be the licensor or thenkee of the firms’ innovations or even a co-
developer (joint R&D, manufacturing, marketing,esgletc); in general, all the actors involved ie th
industry can be firms’ potential partners: reseal@horatories, hospitals, other firms, or health
management organizations, depending upon the typ@iaeline position of the object of the deal. As
sustained by Dompé and Genextra’s representatiiespature of the industry itself is probably the
main reason that explains the consolidation of Bess Development functions and departments within
the majority of firms operating in the field. BD$ao mean to exist if the company develops primaril

through internal operationsln*more traditional industries, such as food andamobile, the company
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doesn’'t need BD. It needs marketing and salgrown); “... Although it may seem like sales, BD is
about partners, NOT one-shot customers. Also irsaghen you are “selling” or licensing out your
technology to another company, the relationship goter brings you more than pure economic value
(Shire). Beyond conventional perspectives on madkgintation and customer centrality, Business
Development entails long term relationships withrtpers because the assets they exchange are

complex and call for a continuing interaction.

6.3.7 Value creation

In August 2011, Intracare entered into a reseatielvelopment, license and commercialization
agreement, granting a French organization the ekd@u license to research, develop and
commercialize a novel product used for severakimeats in all countries other than the United State
and Japan. In return, the licensee granted Intaaarexclusive royalty-free license to research and
develop various products used in the treatmentiaiiedes, obesity, atherosclerosis and reperfusion
injury in the United States and Japan. Often BussinBevelopment creates value in forms that go
beyond cash returns. This explains the difficuliiesevaluating BD performance. Every firms use

different criteria given the specificity BD goals.

The case study firms associate good Business Dawelot with higher profitability, enhanced
revenues and assets growth. In addition, BD vahre lie categorized as financial or non-financial,

intermediate or final, and short or long term.

Crown and Bionium long term value is associatediggher rates of new product, service, and
process introduction while for Merck long term mgagreat generation of new and value-enhanced
resources. All companies agree on the fact that wahaged and effective BD functions reflect more

productive external alliances and networks. Sherhtvalues may refer to financial resources traat fl
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into the company after commercialization or ouetising agreements (upfront payments), and to the
stock market gains following alliances announcemdit line with Kale et al., 2002). Long term
financial outcomes include the increasing profitenf co-marketing agreements, distribution

agreements in new territories, and so on. .

6.4 The interaction among dimensions

The seven dimensions that emerge from the caseestueflect the hybrid nature of BD as a
phenomenon at the interface between entreprenguasici marketing. In particulgproactivnessrisk
managemeninnovation focusas explained in Chapter 2 (Section 2.5), derivenftbe literature on
entrepreneurial orientation (Miller and Freisen839Covin and Slevin, 1994; Morris and Sexton,
1996; Zahra and Garvis, 2000)e$durce leveragandvalue creation on the other hand, are among
the most emphasized elements in the recent magkiétnature (Carson and Gilmore, 2001; Gaddefors
and Anderson, 2008; Morris et al., 2002), alschim light of the specific characteristics of the kr
for Technology (Arora et al., 2001). Besides betimg central focus of entrepreneurship study (Shane
and Venkataraman, 2000; Ardichvili et al., 2008pportunity focuss also very important to the
market-driven approach to marketing, which impliggportunity seeking to be one of the core
distinctive elements (Schindehutte et al., 2008sHind Sarin, 2003). Finally, as explained in Gbap
2 (Section 2.4 and Section 2.5.1), the themaativorkingis central to entrepreneurship (Burt, 1992;
Starr and MacMillan, 1990; Borch, 1994; Burt, 198&hapiet and Goshal, 1998; Lin, 2001; Adler and
Kwon, 2002; Powell et al., 1996; Singh et al., 1,99f1gh, 2000; Aldrich and Wiedenmayer, 1993) and
to the recent literature on relationship markefiaghrol and Kotler, 1999; Gummesson, 2008; Hunt et

al., 2006; Morgan and Berton, 2008; Palmatier e28I06).
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Figure 6.1: Dimensions of Business Development indvkets for Technolog)

Business Development dimensions

Marketing Entrepreneurship

Resource Leverage . .
Innovation drive

Opportunity focus

Value creation . .
Risk attitude

Network focus L
Proactivity

o

Source: author’s elaboration

/

It is important to underlie that the theocal dimensions described as the core of Busi
Development interact among each other. Risks, @mple, may be mitigated through resot
leveraging in the form of collaboration, which i results in increasing innovation levels stemi
from joinedexperiments on a compound. In addition, althougly thre all part of the same recipe,
all of the dimensions need to be operating at #mestime for Business Development to occur.
example, while innovation drive is higher ir-licensing and calevelopment deals, it is less import
when the goal is to commercialize a product or-license IP rights. In essence, according to

approachthe competitive advantage of biotech firms stems fthe ability to identify entrepreneuri
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opportunities through exploratory marketing aciieét and capturing them into value creating deals

As such, the focus of opportunities lies at thetheaBusiness Development.

When facing conditions of dynamism, change and dexily, companies are pushed to adopt
proactive and changing orientations, as well asyuog higher levels of innovation. Under these
conditions, there is no guarantee that a sustanedmhpetitive advantage can be achieved through
traditional, reactive, risk-aversive managemenhi(dton, Lee, Saini, and Grohmann 2003; Slater and
Narver 1995). Market instability rises uncertaimtyd doubts among all the actors operating in the
environment, but it also pushes companies to taa@smns quicker, opening a greater variety and
number of business opportunities. Here, marketeityiies are particularly central. In entreprenalr
marketing, for example, marketing efforts becomeaeaneersonalized and unique, with more choices
for different clients in different market segmen@®eshpande 1999; Sanchez 1999). Business
Development, on the other hand, concentrate onegathinformation from all third parties that are
related to the firms (past and present partnerd)aiits representatives (personal business nejwiork
the latter case, the systematic assessment omat@n through networking to identify new business
opportunities becomes paramount. Table 6.2 shownthé similarities and differences among
marketing, entrepreneurial marketing and businesgldpment, as resulting from the literature review

and the case study analysis.
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Table 6.2: Differences between Marketing, Entrepreaurial marketing and Business Development

Conventional Marketing

Entrepreneurial Marketing (EM)

Business Development (BD)

* An essentially reactive stance with respect to the external
environment

* The firm attempts to influence or redefine aspects of the external
environment

¢ The firms aim at redefine its resource base in order to
proactively shape external environment

e Strives to follow customers

e Strives to lead customers

oStrives to lead partners

e Serving existing markets

* Creating new markets

¢ Serving existing markets more and/or better and creating new
ones

e Focal point is efficient management of the marketing mix

e Focal point is new value creation for the customer through relationships,
alliances, resource management approaches, and the marketing mix

¢ Focal pointis new value creation for the firm and its partners
through relationships, alliances, resource management
approaches and the marketing mix

e Risk is to be minimized

® Risk is necessary and EM’s job is to manage the firm’s risk profile in a
calculated fashion

e Risk is endogenous and BD is responsible for managingitin line
with corporate guidelines

* Marketing as an objective, dispassionate science

* While acknowledging value of science and learning, recognition is given to
the roles of passion, zeal, and commitment in successful EM programs

¢ BD is a high status position that create the conditions for the firm
to implement its startegy.

 Reliance on proven formulas and established rules of
thumb

* Psychology of challenging commonly shared assumptions

® Psychology of challenging commonly shared assumptions

e Supports the innovation efforts of other functional areas of
the firm, most notably R&D

* The home of the entrepreneurial process in the organization

e Marketing and entrepreneurship converge in the BD function

e A functional silo

e A cross-disciplinary and inter-functional pursuit

® BD as a cross-disciplinary and inter-functional pursuit

* Promotion and customer communication receive the
greatest amount of attention from marketers

¢ The relative investment or resources in different areas of the marketing mix
is context specific

e Partners communication receive the greatest amount of
attention from BD

e Scarcity mentality, zero-sum game perspective on
resources

* Opportunity is pursued regardless or resource controlled; philosophy of
resource leveraging is paramount

* Opportunity is pursued regardless or resource controlled;
philosophy of resource leveraging is paramount

* Heavy dependency on survey research

o Skeptical use of conventional research; employment of alternative methods
(e.g., lead user research, ‘backward’ research)

¢ Mixed used of conventional intelligence and networking, with a
prevalence of the latter over the former

e Facilitates transactions and control

e Facilitates speed, change, adaptability, agility

o Facilitate speed, change and proactivity

Source: author’s elaboration from Morris et al. 2D
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6.5 Business Development Capability

The above analysis makes a step forward Busines®l@mment literature by identifying the
theoretical dimensions behind the phenomenon. Bibesents a different vision of the business itself
and its relationship with the marketplace and mstidtute an hybrid managerial phenomenon which
incorporates both marketing and entrepreneuriagcspparticularly useful in a Market for Technology
Moreover, this thesis aims at capturing the mianaftations behind a BD dynamic capability.
Testimonies from the 10 case study firms allowsapply the theoretical framework presented in

chapter 3 to the BD study.

The framework posits that resources influence caitnpeadvantage: the greater the firm’s tangible
and intangible assets, the greater are the expeatad firms can extract from them. As suggested th

BD manages:

“If Crown tomorrow cuts its BD function, completatyyouldn’t be impacting the company until
few months. BD responsibility would in fact be gsed to some other function (probably R&D or the
CEO) which should however dedicate part of its timeanage the BD process and related activities.

(Crown).

“Without BD, the stock of firm resources at a gitieme period will allow the firm to maintain a

certain degree of product developméiGenextra).

The theoretical framework also posits that theuierfice of resources on performance is mediated by

the development of an BD Dynamic Capability.
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. But without a BD function, the company developmeotild be too slow and, also if BD
responsibility would be assigned to some othertfangart-time, that wouldn’t be enough in the leng

run.” (Janssen)

“If we do not close a constant number of deals,grasp a constant number of opportunities that
inject new and complementary resources into thelpip, the company would be stuck very sbon.

(Shire).

“You need time — a lot of time, dedicated time! caory out the process properly, going to
conferences, maintain your network of existing potential partners; you need a budget. Otherwise

Janssen would never be this competitigdanssen).

The analysis of the case studies may suggest s thas developed over time a dynamic
capability to successfully recombine and explogorgces. First, the dynamic character of such
capability allowed firms to adapt and reconfiguesaurces and management systems to match the
requirements of a changing environment. At the @nthe 1990s, changes in the competitive scenario
brought Dompé to a significant variation in its porate strategy, shifting from “primary care” to
“specialities” market. At the firm level, this mavehe focus from commercialization to R&D in
emerging biotechnology medicine, which called fategrative resources and competences that could
be synergically integrated with the existing on®mce then, all technology exchanges (in- and out-
licensing, acquisitions, BD) and throughput deadmstituted the fuel that allow the company to
develop in this new competitive environment. Caesiy with the registration of its first product
application, Quipu appointed a full time BD manageno substituted the CEO (previously in charge
of BD but only on a part time and ad hoc basisjl eonsolidated the flow of activities necessary to
carry out BD. When Intracare started its activitge CEO was the responsible for finding new

opportunities that could enhance and integratefétvebut valuable internal resources; no systematic
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process for BD existed. But right after the ann@ment that their lead compound was able to reverse
liver fibrosis, a BD function was formally estalblesd. This in order to systematically exploit the
potential value of the technology by further advagcits development through complementary

external competences.

As hypothesized by Teece (2007), BD capabilityvadiadhe case study firms to accomplish two

fundamental functions:

(1) To sense BD opportunities when they are stiin early stage.

(2) To seize the most promising BD opportunities.

According to the testimonies of the case study congs, the collection of valuable market
knowledge from external sources, keeping in mimgésource leveraging logic, is central for the BD
aim of timely identifying and seizing growth oppamities. From the analysis of internal reports, it
emerges that in 2012 around twelve business oppbéas were identified and evaluated by Crown’s
BD manager. Seven of which actually become valudb#ds. In general, around 50% of opportunities
that have been identified by the case study firrest@en seized in contractual agreements. Thisateve
the importance of effective identification, sincena identified opportunities correspond to morelslea

closed (Merck).

Equally important is the effective selection of thepportunities that will create the highest value.
Shire representative also acknowledges the impoetarf seizing, i.e. the ability to quickly address
opportunities by negotiating the best contracteains to extract the most possible value from the
opportunity. Efficient seizing of promising oppanities allowed Dompé to rapidly develop its

capabilities in oncology by investing in 2 firms,jldgen and AAA. “Accurately evaluating

142



opportunities and promptly transform them in exalbie assets is absolutely fundamental to increase

the rate of succesyDompé).

In the light of this, we posit the following proptisn:

P1. Dynamic Capability in BD mediates the relatidng between resources and competitive
advantage. Firms with superior sensing and seizin§ opportunities will manage their pipeline

better than competitors through integration and @mbination of internal and external resources.

The theoretical framework also posits that speaifiganizational and managerial mechanisms
(microfoundations) underlie the development and strengthening of Dynamic Capability in BD.
From the case study it emerges that superior sgrasid seizing of BD opportunities were achieved
through key managerial solutions adopted by Chemfir the past years. Relevant aspects will be

discussed in more details hereinafter.

6.5.1 Microfoundations: BD Structure

BD structure in the case study firms is characteriby a separate dedicated function, that take
different names according to the company (e.g. riass Development, Corporate Development,
Licensing and External Scientific Affairs); this ares having at least one full time person chargeld wi
the responsibility of pursuing new business opputies and transforming them into valuable deals.
The structural separation is necessary given ttime“ consuming activities that BD implies
(Genextra). Dompé, Prentos and Crown suggestedatisatuctural separation from other functions
allow BD to have a more comprehensive overview athlthe internal and external environments.
According to Shire, Bionium and Merck, a dedicat@ Binction represents the interface between the
market and the company. Thus, enhance externdiilitisiand contribute to promote firm credibility.

This is confirmed by the fact that all the BD regmetatives in the case study firms have contaated o
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have been contacted from other companies’ BD masageorder to discuss technology exchange-

related interests.

Consistently with Kale et al. (2002), which findathn the context of alliance-making firms with a

dedicated alliance function show higher level dihate capability, we posit the following propositi

P2a. A dedicated function responsible for BD, resuh superior sensing and seizing of BD

opportunities

In addition, a dedicated BD function must be putanposition that allow cross functional
communication and managemerD is an independent staff function that must de s&lomove freely
across the company in order to monitor and coorténa when necessary — the resources needed for
evaluate and close a déalIntracare). This is in line with a market-drivéogic, which calls for the
involvement of all company functions in the managatrand elaboration of market knowledge (Day
2000/2001). That also justify the shared choicetagilace the BD function within another particular
division. “Ideally, BD is the kind of activity the CEO shodlal But as the company begin to populate
its pipeline, such function must be done by a dedd staff, with similar powers(Genextra). The
legitimacy to request part-time resources acrossidns and high decisional autonomy to employ
resources within its own budget guaranteed rapminge as demonstrated by the high level of deals
closed by the case study firms. Moreover, firmgesentatives agreed on the idea that appointing BD
to a staff function that reports directly to the @k creases the visibility and authority of theerol
facilitating the coordination of different, crossactional resources toward the achievement of commo

goals.

P2b. A BD function positioned as a staff functiom tthe CEO, result in superior sensing and

seizing of BD opportunities.
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Finally, companies set up particular incentive nageéms, that help to ensure the bond between
what the BD considers to be strategic for the famnd what is effectively the best opportunity foe th
firm. These mechanisms are usually in both qualg#aand quantitative forms, in order to direct the
motivation towards the pursuit of firm’s objectivégenkataraman, 1997) and not only personal
returns. In order to maintain a high entreprenéwiartness, BD managers need to be sufficiently
rewarded for their ability to manage risk and depédbusiness opportunities. This is usually traeslat
in a higher average pay, which may always risekfido a percentage variable pay based on results.
Such mechanisms represent key incentives to puasuexcellent personal performance, which
automatically corresponds to an excellent perforcedor the firm, as reported by the majority of the
interviewes. At Crown and Merck, for example, tlaetfthat BD people feel that their activities and
knowledge greatly influence the overall performan€¢he firm, constitutes a powerful motivation to

work as if the company belonged to them.

P2c: A BD function driven by incentive mechanismsdt in superior sensing and seizing of BD

opportunities.

Being in close contact with strategic decision malksich as the CEO or members of the Board,
also influences positively the motivation of BD ragers, because it becomes an automatic sign of
high status. At Shire and Bionium the will of BD magers to maintain such a status becomes one of
the strongest motivation to carry out their actdgtin a very accurate and productive fashion. As
shown in the further supporting evidence in Tabld Bhey feel their contribution is extremely
important for the decision making process and #mnsourages them to think entrepreneurial and

operate accordingly. Table 5 shows the evidendaabbrs characterizing the values dimension.

Because BD play an increasingly important role werall corporate strategy, the person in charge

of BD should participate in the strategy-makinggasses at the highest level of the company. In fact
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all the case study companies appoint a vice presioiedirector of BD at the top management level
This is in line with Kohli and Jaworski (1990, p) Which suggest that “the commitment of top

managers is an essential prerequisite to a mariegttation”

P2d: BD function tightly integrated at the top magament level, result in superior sensing and

seizing of BD opportunities.
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Table 6.3: Supporting evidence regarding BD Structre

Company Evidence

Dompé BD is a very rich, difficult and sophisticated jdbat is respected at all Company’s levels.

Nicox BD does not create the strategy, but it does initeeit and makes sure that the strategy is a
realistic one.

Bionium BD manager is more similar to the CEO than any othember of the board, because he has|the

Pharmaceuticals | responsibility to bring to the company’s attentiarpotentially interesting opportunity or not. [n
this sense, he has something in common with aemeineur.

Shire Plc Business Development is an horizontal function thelps Shire realize its goals by supporting
continuous growth and evolution;

We try to stimulate their ability by making thenalftheir contribution is extremely important for
decisions we take about strategy.

Merck BD is not only about finding the best promising eeale; BD is about strategically where the
company wants to be in a few years from now. Thakig our BD people may be assimilate|to
some extent to entrepreneurs.

Janssen — Cilag | BD is a key function for the company because & gatupdated overview of the market, providing
valuable and rare information to strategic decisimakers.

Genextra Without the BD the Company’s business model wosllididomplete.

Intracare Our BD manager is part of the management team asdiil responsibility on good and bad deals

Crown We have a great autonomy in the opportunity managérprocess. For example, if | see fan

bioscience opportunity for a collaboration for a co-marketigreement or a licensing deal, it is basically left
entirely after me to evaluate and negotiate the dethe my territories. That's why | feel my wark
is extremely valuable for the company’s futuretstyac choices;

Usually, the greater the variable pay of the BD magers, the more effective the contribution of BD
to the firm.

Quipu Our Business Development manager is a fundameigatef in the organization since he
coordinates our efforts whenever a new opportusityp to be pursued

Source: author’s elaboration
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6.5.2 Microfoundations: BD Process

According to Davis and Sun (2006), the capabildy‘@nable growth by identifying opportunities
and guiding the deployment of resources” is mosigressed through highly unstructured routines,
which may cause a decrease in the effectivenegeafapability itself (Davis and Sun, 2006). On the
contrary, our case studies show that firms devefggrhanisms or routines that are purposefully

designed to manage and control relevant organizaltimowledge.

In big companies such as Shire, Merck and Bionithe, BD department may be divided into
functions, where BD people have specialized skditsording to the different tasks. Also in thisesas
BD manager is always in charge for coordinatinggdtexess. In the case of smaller companies, such as
Quipu, Genextra, and Intracare, the BD manager fmgsther a team picking up people with the
needed skills from other departments. In the idieation phase, the “seekers” go out and seek the
opportunities. In addition, they make a first “imfoal” evaluation when they identify opportunities t
bring at the company’s attentién(Shire). Here BD people must understand stratdlyi what the
company needs; they go to conferences and userté®iork in order to find opportunities that fit
those strategic needs. When they find an oppostuthiey discuss about it within an internal comewtt
of other functional managers and — in particuldrportant cases — senior management. In the
interviewed big pharma companies these meetingsyaieally due every month; which reflects the
importance of maintaining everybody updated on whédtappening outside the company, in order to
maintain strategic alignment and providing seni@nagement with updated market information. The
following evaluation phase (or “due diligence”) swsis in a more in-depth screening of the
opportunity and the partner. In pharmaceutical camgs, which evaluate many opportunities at a
time, this phase can be very long. Here the deadidpnity is discussed in details with the comnaitte

and involve also IP and R&D representatives. Thgdtlators/transactions team is the one responsible
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for the “commercial” part of the process: the tesimeet. People working in it becomes involved around

the end of due diligence. Commercial terms usualfjard 3 main areas

o upfront payments (immediate payments);
o milestones (payments along the way);

o royalties (payments once the products is on thé&etgr

“During the negotiation phase, top management isalisunore involved because it is a very
delicate phasé.(Merck). If the negotiation phase becomes tooglam difficult to conclude, it is
better to step back and go through additional esa@n” (Nicox). In fact, since a contract is something
defined and that, in many cases, will regulateti@iahips for long periods of time, it is best fmyth

parts to evaluate all the possible alternativesnthin a win-win situation.

If the agreement is signed, the company still haveut efforts in making it work well. Alliance
management, the last phase of the BD processijtes @mnew function, that emerged in the last decade
once everybody started recognizing the importamcelationships with the partners. This is someghin

common among the case study companies:

“Signing the agreement is not enough. You have tageathe relationship (Dompé).

“If things go wrong after the deal is done, it isially because of biases in communication between

companies.(Bionium).

In general, as emerged by the analyses above, coespautlined the central role of an open
communication and knowledge exchange from and tisvilre BD process. As suggested by Janssen
BD manager , it is very important to facilitate an open commuation between BD and other

functions. The R&D manager, legal office and IP gdeanust be constantly updated on what we are
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doing, since their contribution is pivotal in getji the best possible deal. The communication Wwih t
top management is particularly critical to ensurkgament between the strategy and the mérket
During the entire BD process, the most importardt stmategic information is shared with the CEO
through regular contacts. In cases where the BDagemsupports the pursuit of an opportunity that is
in contrast with top management’s strategic guiskdj he or she should challenge the management.
This is a good practice at Dompé and contributésdieease the renewal and alignment of strategly wit
market environment. As suggested by recent senaingds on capability development (Teece, 2007,
Kale and Singh, 2007), implementing processesriddmental for learning and accumulate skills and
best practices by carefully capturing, codifyindyasng, and internalizing relevant know-how.

Accordingly, | posit the following propositions:

P3a: A clearly defined BD process helps companestcomplish superior sensing and seizing of

opportunities.

P3b: Open communication with internal stakeholdehglps the company to accomplish superior

sensing and seizing of opportunities.
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Figure 6.2: The BD process

A STRATEGY » Top management/CEO give inputs to BD on strategic objectives and directions.
» Systematic search of new business opportunities. This may be done through databases
and industry reports analysis, internet, participation to conferences, information sharing

within the personal business network, consultants. The BD manager is responsible for this
| Identification | phase

»The most interesting opportunities are filtered with more strict criteria indicated by the
CEO/Top management. In this phase, BD managers must ensure the fit between the

opportunity and the strategic horizon of the firm. Main actors involved are the BD
manager and R&D representatives

%+ Prioritize the opportunities
<»Decide which opportunity passes the next step

» In this phase, there must be certified that the object of the deal is present, correct and
in good order; the most important assets are identified and a more in-depth scan of the
Evaluation opportunity is made. The BD is in charge of a multifunctional team and responsible for
the communication with the counterpart. Generally, this phase involves R&D, financial,
legal and IP managers.

Continuous Evaluation

<+ Decide and prioritize which assets pass the next step

»During the negotiation, the terms of the deal are discussed with the counterpart.
Negotiation Terms and conditions of the deal are discussed and the management of resources is
planned. Actors involved are usually legal and executive managers. The BD is in charge
of supervise the phase.

Alli »After the deal is signed, BD people must always ensure that the terms agreed are
lance properly implemented. In addition, they monitor the perception of collaborating parties
J management and facilitate the communication and coordination of teams and people involved in the

deal.

Source: Author’s elaboration

Moreover, high proficiency in executing tasks aldhg BD process helped all the case study firms
to identify new opportunities and effectively tayanize and efficiently to embrace them (Teece.¢t al
1997). In order to detect new business opportumiiie Dynamic Markets - in which windows of
opportunity rapidly open and close (Nordman and digl2008) - a good BD function should,
primis, systematically screening business domains inwitk the corporate strategylf ‘the search

activity would stop until a deal is closed, thenw@uld be in great trouble right now. The “gestatio
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of an opportunity is far from being a rapid procesmean, Shire is very good at it, so we are ieffic
compared to others. But still, from the moment ywake the first contact with a partner, you won't
close a deal before 8-10 monthéShire). ‘Opportunities rise and disappeared very quicklyd gou
must be there in order to catch them at the rigbtmant. This is way BD need to systematically and

proactively search, seek, sense what's outsideth@rown).

The case studies analized suggest that an effeptiviessional network management plays an
important role in the scouting phase, comparednterinediaries (Bidault and Fischer, 1994. The
challenge here is to create search and communmnicatractures that enhance systematic knowledge
exchange without creating information overload. Aagdhe intermediaries, (companies mentioned
industry specific databases, participation to cafees and meetings, access to information on the
internet, and use of external consultants), thetrnoexmonly used are conferences and partnering
meetings. Such intermediaries provide a large nurobenformation and are good mechanisms to

gather a great amount of data in a small pericdd.

“Thinking about conferences, you usually go therenieeting small biotechs that wish to out-
license their products. You can have access toOL8i2erent opportunities at one time, and this is

good because both parts have interest in telling iéstening to each othér(Merck).

According to Bionium, Shire, and Merck, confereneesl partnership events in general are very
good in providing an overview of the mosbbvious alternatives to pursue for developing your

pipeline” (Bionium).

“At the very beginning we hired a BD consultant bseawe didn’t have the competences and the
time to do it internally. That was useful, becalse was able to identify 2 collaborators that
contributed to the development of one of our leathmounds; and also helped us understand the

importance of such functidn(Intracare).
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However, the most effective procedure for gathesegsible information on opportunities is social
networking, particularly powerful and pivotal faeducing the costs of resources necessary for gensin
opportunities (Cromie, Birley, & Callaghan, 1994rtes, 1998; Lin, Ensel, & Vaughn, 1981). Quipu
and Genextra’'s managers point out that the comsaparticularly proficient in the scouting acties
especially because of their professional networkhagament. Merck, Bionium, Nicox and Shire
consider their professional network of contactthasmost valuable source of information. In 201&tpa
knowledge and good business relations enabled Dampecquire Anabasis, a biopharmaceutical
company dedicated to the development of innovativerapies for the eye. In addition, many
companies suggested that a balanced mix of persebabrk and intermediaries is necessary for two
main reasons. First, information you find on das&sa conferences and on the internet, is mainly
driven by the market, provides a “snapshot” of aipalar situation at a certain time”, and, most
importantly, does not (or it does very partiallyin, the case of conference) allow probing and
brainstorming with the “source”; in addition, cordaces themselves are a very good ground for
networking. ‘At partnership events, nothing happens besidesankitng.” (Bionium); “It is difficult to
find the “right one” during conferences. Most ofethime, they (Big Pharma) listen to you just to
explore. However, some of them may call you baiek &w months to see how is your development

going” (Intracare).

Information through personal network involves iatgion, in-depth, constantly updated, and — in
many cases - “hot” information about potential oppoities. Thus, personal relationships and
intermediaries provide heterogeneous and sensibfermation, help mitigating information
asymmetries (Lichtenthaler, 2013) and facilitatee thmatching between supply and demand of

technologies (Bidault and Fischer, 1994).

“Our BD managers are very skeptical of most formstradlitional marketing research, like

commercial database, internet or consultants. Téaeyuseful, but less effective than networking. All
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the good stuff happens through networking! Bothhvekisting partners or through the personal

network of the BD managers or the bodrd.

In line with a market driven-approach (Day, 1994jich underlies the importance of systematicity
and proactiveness in gathering, interpreting, asithgu market information, we posit the following

proposition:

P3c. A systematic market scouting activity, relyiog an intense use of network over market

intermediaries, helps firms accomplish superior s@&my of opportunities.

The case study firms also highlights the importaoepartners selection when seizing BD
opportunities. In the case of in-licensing and &itjans, Shire, Genextra, Merck and Bionium
demonstrated a very proficient evaluation mechaniBwo clear criteria are taken into account when
selecting the most suitable projects: the contidm,tin terms of assets, that the “acquiring” conipa
need to invest in each opportunity and the exigteoica strong mutual advantage. Primarily, the
partner has to be leader in those assets thatott@any lacks and that are needed for advancing a
compound in the pipeline. Secondly, and more olshgueverybody agreed on that the negotiation

phase could only be successful when both part hateng interest in closing the deal.
“The choice of the partner makes ninety per ceBDouccess(Shire).

The fact that these companies are now establiskeas in their own market spaces provides
evidence of the effectiveness of the partners’ watedn mechanisms developed by the case study

firms. In the light of their experience, | suggtsit:

P3d. Accurate selection of partners based on thalgy of complementary assets and on the

existence of a mutual advantage helps firms accoistpsuperior seizing of opportunities.
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Table 6.4: Supporting evidence regarding the BD Praess

Company

Evidence

Dompé

In order to detect knowledge on new business oppitigs, the BD manager looks at industry

specific databases and reports, goes to conferenbeésmeetings and, sometimes, is helped
specialized consultants;

During the entire BD process the most important atrdtegic information are shared with CE
through meetings, phone calls, or emails.

Nicox

Sensible information must be constantly transfetoethe CEO and other members of the Boar
involved in the particular opportunity.

Bionium
Pharmaceutials

There are formal channels where companies haveigdode all the information and typical
companies these days advertise their pipeline kethat accounts a lot for the share price, buf
| said there are also informal channels where yeti {9 know other companies.... It has becq
like speed-dating!

Shire Plc

D,

by

d, if

<

as
me

BD constantly monitors new technologies and progluciour therapeutic areas of current interest
and identifies new areas for expansion of the Shirginess model. Monitoring procedures have

been improved during the years thanks to the sydtemreporting from and to all the members
BD team

Merck

We spend a lot of time in getting to know otheerstists and doctors, because all companies
to work with them. Contacts with Star scientists particularly important for the company; in fag
a doctor may provide some interesting and rarerimiztion;

Then you go to big conferences and accumulate dém@wvledge on what is going on in research.

Janssen — Cilag

The network is the most important means to shadecagate new knowledge for the company.
very important to communicate both formally andinfally, with external business contacts 4
partners and internally.

Intracare If the Business Developer is able to raise ther@geand close the deal with a big multination
company like Pfizer or Novartis, he demonstrates tdlent and will be proportionally
remunerated.

Crown The most effective way for a BD manager to get med sensible knowledge on emerg

bioscience opportunities and market trends is to develop bessnnetworks with other Business develop

opinion leaders and star scientists.

Source: author’s elaboration
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6.5.3 Microfoundation: BD People
Successful BD is accomplished through the worladhiduals.

In the case study firms people in charge of BD earployees or managers who possess multiple
skills that enable them to detect the best oppdrtsremerging from the market. These skills prilgar
relate to prior knowledge and experience, and pai#yg. According to Venkataraman (1997) and
Shane (2000), prior knowledge refers to an indigldudistinctive information about a particular

subject matter and provides him or her with theacép to identify certain opportunities.

For all the case study firms, individuals’ priordmedge and experience is considered as a key
driver of opportunity value recognition, learningdaapplication to new profitable ends, since theea
of new information often calls for integration wiphior knowledge in order to be identified (Shand a
Venkataraman, 2000). In particular, all the intewees agreed that it is very important for a BD

person to have a background in both business aswicec

In line with that, Levinson (1987) sustained thanagers with high levels of marketing education
and training are usually more alert to market ipifitg and evolution; as well as more creative in
resource leveraging, in order to take advantagehahges. Moreover, technical/scientific and product
development knowledge is essential for BD manageder to understand the mechanisms of the

industry and the strategic importance of the aseetdved in BD deals.

As suggested by the evidence in Table 6.5, this imelyde graduate degree, PhD, MBA, industry
specific courses. Prior knowledge deriving from @tion smoothes the process of new knowledge
accumulation and absorption, and thus enlargesiti@unt of available opportunities. This is in line
with many entrepreneurship research on the topat,demonstrated that individuals are more likely t
detect information and identify opportunities rethtto their existing knowledge (Von Hippel, 1994;
Fiet, 1996; Venkataraman, 1997; Shane, 1999, 2000).
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Besides education, prior knowledge may be the omécof work experience. Theories of human
capital (Becker 1964) suggest that, among othedsyiduals retain two types of knowledge from their
employer firm: technological capital, i.e.scierttiknowledge; and social capital, i.e. personal actst
and network ties (Yli-Renko, Autio & Sapienza 200Agcordingly, Shire representative sustain that
individuals with experience in different companiesd to have access to a broader set of opposaniti
and opportunity sources, such as wider businesgoniet. In particular, prior knowledge of markets,
such as knowledge about competitors, productstiegisnd emerging technologies, can improve
existing ways of organizing and benefiting from omation (Shane, 2000). On the same line, the
integration between knowledge related to individualomain (e.g. pharmaceutical, IT, chemicals,
BD.) and different knowledge accumulated over teary — usually through interaction - leads to a
more effective opportunity detection. The integmatof different sources of expertise, often citscaa
critical success factor in new product developmisnbeneficial especially in the context of BD, wihi
is a knowledge intensive activity that requires thescution of heterogeneous tasks, ranging from
technical to marketing and legal. Since multidiBogry skills appear to be distinguishing

characteristics of BD people, we posit the follogvproposition:

P4a. BD professionals combining technical and matkk&nowledge help firms accomplish

superior sensing and seizing of opportunities

Besides increasing market and technical knowledgssious work experience is associated with a
greater personal network. Interpersonal relatiggshin social networks can provide access to
information and know-how (Burt, 1997; Nahapiet a@dshal, 1998; Lin, 2001; Adler and Kwon,
2002), and are relevant to entrepreneurial phenamarparticular, scholarly contribution to the itp
focuses on the importance of entrepreneurs’ soaaborks with respect to innovation (Powell et al.,
1996), opportunity identification (Singh et al., 989 Singh, 2000), and opportunity exploitation

(Aldrich and Wiedenmayer, 1993).
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P4b. BD professionals with a wide business netwbi{p firms accomplish superior sensing of

opportunities

Another very important aspect of the BD manageelsted to personality traits. According to Shire,
Dompé and Janssen, there are two very importardctsghat increase the effectiveness of BD:
strategic thinking and entrepreneurial thinkingaggic thinking is needed to ensure the focusrom f
competitiveness , while entrepreneurial thinkingassociated with propensity towards innovative
solutions, risk taking and proactiveness in captyopportunities. They are two faces of the sanie, co
and are related to the ability of sensing the bpgbrtunities (matched to their resources and thi¢gh
highest potential returns) and then seizing thewuigh strategic business planninghé goal of BD is
to provide the firms the necessary resources tatereompetitive advantages. In order to do so, BD
manager should be able to tolerate and manageinskrder to deal with high degree of uncertainty
typical of BD initiatives; to act proactively byiding innovative solutions; and to shape opporti@sit

around the firm’s strategy(Dompé).

In the same way, Jaworski and Kohli (1993) susthat company growth in dynamic markets
always involves some degrees of risk and, if tomagament rejects these risks, it is unlikely that t

company will be able to effectively respond to @ammental changes.

In this sense, a strategic entrepreneurial minasgt for an integration of entrepreneurial
(opportunity seeking actions) and strategic (adv@mtseeking actions) perspectives to design and
implement entrepreneurial strategies that creataltivgSathe, 2003; Dhliwayo and Van Vuuren,

2007).

P4c: BD managers with a strategic entrepreneuriattiude help firms accomplish superior

sensing and seizing of opportunities.
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As mentioned before, BD is a staff function, beeaitsmust be able to integrate knowledge and
specific skills from different functions, such agR® legal and IP department, CEO. Thus, a BD
manager must be able to coordinate a team. BD viovklves the setting up of a team of
complementary people with different skills and alijes. For example, Dompeé previous BD manager
had a perfect background, though she wasn’t abheamage the coordination with other functions nor
“negotiate” on their priorities:Ih this work you need diplomacy. You must be ablentlerstand other
people’s work, balance everyone’s efforts and coate the whole thing properly in order to get your
colleagues to work with you and be committgdompé€). This caused several problems in BD
effectiveness, like slowdowns in the opportunitiegnagement process on account of sporadic intra-
team communications and unclear responsibilitieagthe process. Today, the tact and skill new BD

managers have in dealing with people, leads teas®d efficiency of the overall BD process.

P4d: Coordination capability of the BD manager ha@ better seizing of business opportunities

159



Table 6.5: Evidence regarding Microfoundations: Peple

Company Evidence

Dompé When you are not able to anticipate the needsntmlve and make people in the group feel
important, you will lose them and won't be ableffectively carry on the BD process;

Our BD manager has a degree in organic chemisthe Bas always worked in pharmaceutical
firms’R&D laboratories until 2006. After some exgerce in managerial roles, she is now ready
for a Business Development position.

Nicox Our BD manager has a Degree in Medical Chemistrg an experience of more than 30 years in
the pharmaceutical industry. He covered managep@sitions in many multinational companigs
such as Boehringer Mannheim and Roche, and midisigmational companies such as Recordati
and Poli (Licensing).

If the opportunity turns out to be bad, your careell be limited. So the BD manager is evaluated
not only on the number of opportunities he idesdifibut also on the quality of each deal. On|the
other side, if the project is good, BD is proponédly rewarded;

Bionium The BD team must be heterogeneous in order to tiiffeeent experts for different situations.
Pharmaceuticals
Shire Plc Everyone comes with a lot of experience in Busibesglopment from other companies: 10 years

for the newest persons up to 25+ years for the [gewfith the most experience. They all possess
both science- and market-based knowledge.

Merck Aside from their knowledge of technologies, markatsl industries, deal structuring and
partnering, BD managers need to have a great teaondination capability.

Janssen — Cilag | In our case, my background is more of a busineskdraund, but it is of course also important|to
have scientists in the group that can compensa&dlowledge one doesn’t have;

Genextra The capacity of coordinating a team is a very int@ot skill that enable the BD manager to eagily
manage shared responsibilities.
Quipu Due to his international profile and professionaberiences, our BD manager is familiar with the

requirements of this sector and represents the @ggr pursued by Quipu: to actively integrate|its
products and services in the high-tech diagnostid preventive medicine markets

Crown Science only doesn't grow the business. It mayhbe¢xiest molecule on the planet, but it doesn't
bioscience automatically lead to growth. That's why BD managerust have also some business knowledge.

Source: author’s elaboration
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6.6 The refined model

Figure 6.3 shows the results from the case stu@yyses with reference to Business Development
Dynamic Capability. According to this framework,BD Dynamic Capability emerges as a multi-
factorial phenomenon, which allows firms operatingthe biotechnology industry to integrate and
recombine internal and external resources. In @dai, BD capability do not originates only from
highly skilled and open-minded individual withinetltorganization, but stems from the combination of
the latter with specific structures, processesadtices at the firm-level. These ensure a cohsiaah
controlled knowledge flow of external informatioritiwn the firm, support the activity and consolielat

the role of BD managers and speed the rate at vdgpbrtunities are explored and seized.
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Figure 6.3 Refined model explaining Business Development abitity
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CHAPTER 7

CONCLUSIONS AND EMERGING ISSUES

7.1 Result summary

This PhD thesis represent one of the first emgimétrts towards the understanding of Business
Development in the biotechnology industry. In parfdar, the work was designed to answer three

critical questions about the nature of Businesselpment.

+ What is Business Development in the biotechnologhystry?
« What are the core dimensions characterizing thenBas Development phenomenon?

« What are the microfoundations underpinning a Bissrigevelopment capability?

These questions have now been addressed by dr&wmgditerature in different fields of studies,
i.e. marketing, entrepreneurship, technology mamege and strategic management. Also, in-depth
case studies of multiple biotechnology firms opaain Europe and US have been supportive in the
process of answering the questions. The aim ofléisischapter is to discuss the main findings ef th
thesis and clear out the deriving theoretical amehagerial contributions. Let us start by summagzin
the answers to the three research questions, thdistussing the contributions, limitation and fetu

research outlooks opened by this study.

In order to provide a precise and clear definitioh Business Development (BD) in the
biotechnology industry, | first reviewed some poais literature which analyzes the phenomenon, as

well as works concerning related topics concepkss Tielped to better understand the function, role,
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tasks of BD, and the people involved in it. Differecontributions are based on different theoretical
backgrounds, thus providing definitions partialiyvén by specific point of view adopted (i.e. marke
orientation vs entrepreneurial orientation). Thalgsis of the above mentioned research gave an
understanding of BD as an heterogeneous phenontaabpresents aspects related to both marketing
and entrepreneurship literature. While previousdista have adopted either marketing or
entrepreneurship as theoretical frame, thus fatlingapture the heterogeneous nature of BD, | eecid
to adopt both concepts jointly, following the pathemerging studies on entrepreneurial/marketing

interfaces.

The increasing scholarly attention to the interfdetween marketing and entrepreneurship has
provided several contribution on the role of margin innovative entrepreneurial ventures, focgsin
much less on how entrepreneurship can contributehéo marketing practice. Nonetheless, are
becoming increasingly evident the difficulty of stdcal marketing approaches in addressing the needs
of firms operating in highly changing and compeé&tenvironments (Morris et al., 2002; Hultman and
Hillis, 2011; Miles et al., 2011; Hillis and Hultma2003). In Market for Consumers, firms have
adopted a number of different approaches such armiplive marketing, guerrilla marketing,
expeditionary marketing and radical marketing #tolars have recently attempted to integrate under
the unifying framework of “entrepreneurial marketi(Morris et al., 2002). This thesis adopt a simila
point of view to explore the set of activities tipaactitioners calls “Business Development” to capt

an entrepreneurial way to carry out marketing @@t in Markets for Technology.

A qualitative research approach made it possiblexigore the nature of Business Development,
uncovering different fundamental aspects necessargnrich the understanding of this business

practice. In order to fill this research gap, maragf 10 small and large biotech firms operatimg i
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Europe and UE were asked to provide a definitioBDf and to elaborate on the pivotal elements

behind the phenomenon.

According to their testimonies, BD can be concelptad as theability to proactively identify and
capture new external business opportunities whittbgrate and recombine the resource base of the
firm in order to manage continuous environmentaargpes and expand business into new market
spacesSuch definition highlights the opportunistic natafeBusiness Development as seen from the

perspective of practitioners in the field.

In particular, in order to profit from investmenisinnovation, i.e. commercialize (sell/out-licehse
products/technologies resulting from internal R&ED) must focus on partners’ needs to identify high
potential sales leads and to plan the marketingtegly accordingly. On the other hand, despite
environmental dynamism , BD must constantly enstim® company with fresh complementary
resources (in-licensing of innovative compoundsexploit; partners with integrative capability to
jointly develop an innovative technology, etc) teahance the firm’s competitive advantage. Thid wel
reflects the seven theoretical dimensions thanthaagers' interviews highlighted as underpinnirgy th
phenomenon in Markets for Technology; i.e. resolggeraging, opportunity focus, partner intensity,

innovation drive, risk attitude, proactive oriematand value creation.

In examining the notion of Business Developmente thresent study drew on relevant
recommendations either from entrepreneurship tileea(Amabile, 1990; Shane, 2000; Fiet, 2002;
Shepherd and DeTienne, 2005) or from marketingalitee (Kohli and Jaworsky, 1990; Narver and
Slater, 1990; Morris et al., 2002), to investigdte managerial and organizational foundations that
underlie the ability to identify and capture busi&eopportunities in order to sustain competitive

advantages.
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| addressed such research question by adoptingnarbig Capability perspective (Eisenhardt and
Martin, 2000), which has been successfully appteednterpret phenomena similar to BD, such as
absorptive capacity and new product developmentcHapter 3, using research into Dynamic
Capabilities and literature about BD, a theoretit@mework was developed to illustrates the
microfoundations of BD dynamic capability, i.e. theanagerial and organizational variables from

which the ability to identify and capture new ext@rbusiness opportunities originates

In particular, the case studies show in a realednbow Dynamic Capability in BD is able to
integrate and recombine firm resource base andrensustainable competitive advantages, by
implementing specific actions regarding BD struatuorganization, BD process practices and BD
personnelThe analysis of the case studies helped to deaelaiety of related research propositions,

as summarized in Table 7.1.
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Table 7.1: Research propositionsummary

P1. Dynamic Capability in BD mediates the relatioipsbetween resources and competitive advantagend-ivith
superior sensing and seizing of opportunities wilknage their pipeline faster and better than cofitqst through
integration and recombination of internal and extalrresources.

P2a. A dedicated function responsible for BD, resusuperior sensing and seizing of BD opportusiti

P2b. A BD function positioned as a staff functianthe CEO, result in superior sensing and seizifigB®
opportunities.

P2c: A BD function driven by incentive mechanissuliein superior sensing and seizing of BD oppdttes.

P2d: BD function tightly integrated at the top mageaent level, result in superior sensing and sgizh BD
opportunities.

P3a: A clearly defined BD process helps compariesctomplish superior sensing and seizing of opities.

P3b: Open communication with internal stakeholdegfps the company to accomplish superior sensimysaizing of|
opportunities.

P3c. A systematic market scouting activity, relyamgan intense use of network over market interareti, helps firmg
accomplish superior sensing of opportunities

P3d. Accurate selection of partners based on thaityuof complementary assets and on the existeficge mutual
advantage helps firms accomplish superior seizingpportunities.

P4a. BD professionals combining technical and makkewledge help firms accomplish superior sensing seizing
of opportunities

P4b. BD professionals with a wide business netwetk firms accomplish superior sensing of oppotiasi

P4c: BD managers with a strategic entrepreneuritiitade help firms accomplish superior sensing @eizing of
opportunities.

P4d: Coordination capability of the BD manager tefpbetter seizing of business opportunities.

Source: author’s elaboration

7.2 Theoretical implication

This work may provide support and inspiration tdadars in entrepreneurship and marketing
management. It suggests in fact new interpretdtareeworks that shed light on the nature of Busines
Development, also deeply analyzing the heterogenemerging phenomenon that lies at the interface

between marketing and entrepreneurship.
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In particular, the theoretical foundation undertyiBD highlights the need for marketing practices,
which engage in an ongoing process concerning ifdeiion of entrepreneurial opportunities, thus
leading to changes inside and outside the orgaoizah line with a Dynamic Capability overview of
the firm. In fact, while marketing has always begewed as responsible for promoting and selling
firm’s products, Business Development stressedésel of an essential opportunity centered function,
guided by networking activities different from tlkassical market intelligence. This is in line with
Bonoma (1986), who predicted that marketing wiltremsingly be seen as a boundary function,
responsible for interacting with key potential eémts of the market environment on a regular,
“proactive”, base. He sustained that, as much asetlelements become more complex and dynamic,
boundary functions should become more flexible apbortunity driven. Since marketing is
historically the custodian of customers, competitand products related knowledge, it is consequent
for this function to embrace entrepreneurial preesstranslating its observations into the redesfgn

corporate resource base and product/market mixr@yuid 981).

In fact, many research has confirmed the importafcepportunity identification as an emerging
study theme within the field of marketing (Morris &., 2002; Morrish, 2011; Morris et al., 2011,
Gonzales-Benito et al., 2007; Miles et al., 201a)particular, Gonzales-Benito et al. (2007, p.)501

recently posited that “Market orientation refergtie persistent search for market opportunities”.

Accordingly, there is a recent growing evidencevahg the need for the use of more innovative
and opportunity-driven approaches to marketing (th®n, 1993; Clancy and Kreig, 2000; Rosen,
2000); such approaches, like guerrilla marketingrughtive marketing or innovative marketing has
been primarily observed in Markets for Consumensl studied in the literature under the integrative
name of Entrepreneurial Marketing (EM). Howevergmvn analyzing entrepreneurial technology

firms operating in high tech industries (Joneslgt2913), previous studies on EM focused only on
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consumer markets, where firms actions are drivethbywillingness to satisfy final consumers needs
(Gaddefors and Anderson, 2008; Hills and Hultma®dQ& Jones and Rowley, 2011; Jones et al.,
2013). Conversely, the particular characteristicMarkets for Technology call for a different typé

approach, i.e. Business Development, which is drilgg innovation, centered on opportunities and

focused on partners.

In particular, interviewees in the empirical stidearried out, rarely talked about “customers”, but
mainly about “partners”; which - in line with andiactive approach - have encouraged the integration
of a variety of new elements in the domain of mar&eentation: co-developer, buyers, sellers,
hospitals, research institutes, investors, etc.c8mpared to EM, BD goes one step further andsshift
the focus from customers to any third-party whiclaynrepresent a valuable ally for pipeline
renovation. Given that, the query is now how fapassible to extend marketing and market related
orientation boundaries. In line with Renko (2008)is qualitative investigation shows that firms in
Markets for Technology do show signs of marketiteed behaviors: they look for market information,
thus sharing it internally and leveraging the acepgiiknowledge to capture opportunities. Howeves, th
way firms carry out such activities is quite di#fat from market-oriented behaviors reported in
previous researches. For example, proactive markatielligence is often channeled within a firm as
a consequence of technological collaboration; thibecause such particular collaboration becomes
part of the firm’ network, leveraged by BD manageéusing their opportunity search activities. Firms
also acquire information about their customerspaiential licensors, in scientific conventions like
conferences, partnering events, or through resedisdoveries reported in scientific journals. These
particular source of market knowledge and infororathave never been considered as sources of
market-related knowledge in the traditional marnkgtiiterature. This brings us back to the interface

between entrepreneurship and marketing.
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If we accept the following statements, as suggesyealr case study interviewees: as

“Business development managers of our firm peridigicparticipate to conferences and

partnerships events(Dompé), or

“We collaborate with a variety of technology partevith whom we build a relationship also in

order to learn about future market trends and cotitip@.” (Bionium),

then we widen the sphere from market oriented pgmaslto entrepreneurship and entrepreneurial
orientation. In fact the case study results confinat Business Development managers, similarly to
entrepreneurs (Read et al.,, 2009), are skepticainadt forms of traditional marketing research,
(database, internet, consultants) and instead terutefer strategies based on networking and co-
creation with partners when attempting to idenimiyovative products or other business opportunities
The implication is thafirms are not constrained by the resources theyanily controlor have at their
disposal. As we have seen in chapter seven, fimasable to leverage resources in a number of
different ways; for example, technical resources loa out-licensed in order to get financial resesrc
to fund new products development or to invest irrkatng rights for the commercialization of a
particular technology; in addition, technical resms such as the competence to develop a cerfzgn ty
of product can be leveraged by in-licensing new poumds which need to be further developed,

financial resources can be leveraged to buy a rmempany and so on.

On the other hand, this study has furthermore mtotlee importance of BD tceenhance
entrepreneurial activities at the firm levaluggesting that companies should focus on exgargky
and innovative opportunities, being able, at theesdime, of leveraging their resources in order to
capture value from those opportunities, mainly tiglo specific managerial and organizational

mechanisms. Thus, not relying only on the talergpafcific individuals.
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While the topic of Business Development meritsHartresearch attention, previous literature has
acknowledged that BD essentially “enable growth ithgntifying opportunities” (Davis and Sun,
2006:146). Literature on entrepreneurship agreesthen fact that the notion of Opportunity
Identification (Ol) constitutes the heart of entexpeurial activity (Shane and Venkataraman, 2000).
Regardless of its criticality, the study of Oppaity Identification is still at its early stage. fact, the
majority of research contributions on the topicdtén adopt an individual-level viewpoint, ratheath

considering Ol as a firm-level phenomenon

Thus, since identification of new external oppoities is a fundamental aspect of Business
Development, the present study contributes to tigerstanding of diverse managerial organizational
factors that influence the effectiveness of Ol.sTH in line with the call from entrepreneurship
scholars to explore more holistic and integratinaamework for the study of Ol processes within firms

(Liouka, 2006), particularly within the context ldiarket for Technology

Moreover, a framework which explains BD microfoutidias might be able to clarify different
levels of competitive advantage, thus represeraipgomising base for future empirical studies.irie |
with Covin and Slevin (1989), microfoundations ehrthe micro-domain of entrepreneurship studies

by providing valuable advices on how entreprendigssover, assess and exploit opportunities.

In addition, it demonstrate that dynamic capabiéipproach offers a good perspective to explore
BD. In fact, while the focus on serving currenttousers, typical of marketing, is a necessary caoolit
for creating a competitive advantage, marketingtgsif will not allow the firm to sustain or renew
competitive advantages in high-velocity, dynamicrkets. By contrast, a Business Development

capability implies that firms proactively explorew business opportunities by identifying external
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partners that can contribute to the recombinatiwh iategration of resources to create and serve new

product-market spaces.

7.3 Managerial contribution

The managerial advices which derive from the presesearch apply to both small and large firms
operating in the biotechnology industry, but casodbe extended to firms competing in other Markets
for Technology. Essentially, the study shows timabrider to maintain a competitive advantage, firms
operating in Markets for Technology must integratarketing and entrepreneurial practices under a
unique business function, i.e. Business Developnmiartheir efforts towards growth, it is not enough
for firms operating in Markets for Technology tonwmercialize their products and reinvesting the
deriving financial resources in internal developméhso, they would only need marketing and/or

sales functions to find the best partners williagtquire the company’s product.

On the other hand, firm-level entrepreneurship, pepactive search of innovative and risky
opportunities, is not enough to ensure performalic®, firms would lack the market prospectivee: i
the sensible information from customers, partneelers, and any third party involved in the
environment in which the venture operates - whitbws to evaluate opportunity feasibility and

potential values , even in the light of tangiblel amangible resources possessed.

In order to merge this two perspectives, firms needevelop a Business Development capability.

The experience of the case study firms as integdritrough the theoretical framework proposed in
Chapter 6 (Section 6.6), offers stimulating inssgldn how to organize and manage Business

Development in order to achieve a sustainable ctatiygeadvantage.
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Firstly, companies should identify one of more managers:

who possess both business and scientific background

« with a rich business network to be leveraged totesyatically identify new business

opportunities ;
+ with a strategic entrepreneurial attitude;

« with the ability to coordinate teams of heterogers@sources.

Although these personal-specific factors may cbaotg to identify opportunities, additional firm-

level practices are needed to develop a BD capahitid capture the value of such opportunities.

A secondadvice to firms who want capture, integrate, angaexl Business Development know-how,
as indicated by many researches (Kaleet al.,2092), create a separate, dedicated organization@al u
(or at least appoint one dedicated person) chasggdthe responsibility to retain prior BD expercen

at the firm-level. In fact, given the proactive urat of the searching process, Business Development

activity is very time consuming , and producingajramount of information.

In addition, BD managers must be felt entrustedlemened in the key strategic decision processes
of the company, because the information providedingjuely updated, sensitive, and useful for
strategy formation. For these reasons, companmddistructure BD as a staff function to the CEO, o

directly appoint a member of the board with BD masgbilities.

Thirdly, the BD process must be clearly defined in allditgerse phases. A systematic scanning
process is particularly central to detect unstatledows of opportunities and evaluate the external
environment. In a dynamic and science based ingugte biotechnology, investments in the

development of market knowledge base are oftenofteg (Costa et al., 2004Jhis is why many
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small biotech firms have a poor commercial succks@rder to overcome this shortcoming , it is
important to systematically gather information frahre market, through the use of intermediaries
(consultants, database, etc) and, primarily, Hizirtg business networks and through personal absta
of BD managers and other members of the organizagiong with various collaborators and partners.
In addition, BD managers must keep frequent costadth internal personnel (top mgmt and

functional mgmt) in order to ensure the alignmestiNeen strategy, opportunities, and their feagybili

The framework presented in this PhD thesis, antiqodarly the rich and heterogeneously empirical
basic matters it discusses, provide managers itedhioindustry with a wide set of insights deriving

from an open approach toward innovation and BusiDes/elopment in general.

All these points could profitably be taken into agot by firms willing to set up their own BD units
or who need to make changes in poorly performitwpipns. . Such indications should be considered
as general advices or starting points to be evaduatcording to company needs and resources | rathe

than best practices or “how-to” plans for success.

7.4 Limitations and future research

The study has a number of limitations . The outcoraed their interpretation are based on
qualitative case studies conducted in Europe artianJS, following the principle of analytical, not
statistical, generalization. Scholars abiding tasifnst and post-positivist philosophy of research
would consider this as a limitation. For this regsib is worth to assess the validity of the reskar

results by conducting a more extensive quantitagiudy in order to test the suggested propositions.

The thesis represents the first exploratory phéselarger research project, which aims exactly at

exploring the outcomes of Business Developmentrderoto identify some common and effective

174



performance measurements. How do firms measured@iibution? Should it be valued only by the
number of deals closed, or there is something miore®@ldition, it is clear that different BD outcosne
(i.e. in-license, out-license, co-development, &itjan, etc) have different impacts on competitive
advantage (performance, rate of new product devetop, rate of market share, etc). Progress in these

areas will help to consolidate Business Developrasra business practice per se.

Future researches should aim at exploring more apthd relationships between Business
Development and competitive advantage throughoutirgal studies on a large scale. To do so, a
central point should be to track how firms deveBysiness Development capability over time; in line
with Teece at el. (1997), the most suitable apgrozmuld be integrating the “path” dimension of
dynamic capability to the proposed framework. agild open some interesting research avenues on
the origin of Dynamic Capability understanding hthey develop and evolve over time. The learning
processes needed to consolidate DC, would be tiiecp@bjectives of longitudinal studies, aiming at
the provision of sensible, rich and precious infation that other type of research approaches rarely

obtain.

In addition, more exploratory researches need todbee in order to consolidate Business
Development construct. For instance, deeper insigiht the relationship that bonds BD core
dimensions would be useful to clarify potential ttiects among them, along with the formalization of
specific hypothesis regarding the overall construastly, as suggested by Morris et al (2002),atid
be interesting to explore the existence of diffetemels of BD within firms (e.g. BD as a tacticDBas

a strategy, BD as a culture).
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As a final analysis, Business Development holds mpatential in harmonizing the interactions
between marketing and entrepreneurial logics, aathlgn, in making it a driving force towards the

achievement of a sustainable competitive advantage.
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