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Business Development Capability:
Insights from the Biotechnology Industry

Valeria Lorenzi, Hans Eibe Sgrensen

Abstract

Business development tasks and processes sernmegpriave firms’ innovation
efforts. Such business development activities awend and refined in the
biotechnology industry, but have received remariabttle attention in the
academic literature. The aim of this paper is tplere the organization of business
development on the basis of existing empiricalditere and three case studies
from the biotechnology industry. We adopt the dyoarapabilities perspective to
create a theoretical framework for building a buess development capability that
may serve as a source of competitive advantage.alyeial implications are
discussed.

Keywords: Business Development; Business Development FamcDynamic
Capabilities; Biotechnology Industry; Opportunitiehtification

1. Introduction

Sound management of innovation tasks and procassésking a new and
important direction: the Business Development caipab(Davis, Sun 2006;
Sgrensen 2012). But let us set the scene firstbidiechnology industry faces high
levels of scientific and technological complexitpreg with long lasting and very
uncertain R&D processes. Such a context requir@spaaies to balance their
technological foundation with an ‘outside-in’ thing process (Day 1998;
Brondoni 2007; Sciarelli 2008), commonly known aarket-oriented management.
This market approach stimulates firms to continlypegplore the market in order
to identify new business opportunities and adapr tistrategies to changing
conditions (Lambin 2008, Vallini, Simoni 2009; Det al. 2001). It follows that
organizations able to timely monitor informatiorrided from the outside, have a
greater aptness to perforrbeéfore and better than competitb(8rondoni 2008) in
the identification of new businesses. At the same,tfirms need to maintain a
high level of innovation, risk taking and proactieeentation. Some firms in high-
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tech industries are now beginning to perform a cktparticular ‘Business
Development’ activities to support identificationdamanagement of new business
opportunities.

From a managerial and competitive perspective canteresearch by Davis and
Sun (2006), points to Business Development as gocate entrepreneurial
capability. It is well known that strong organizatal capabilities may be important
sources of competitive advantage as they are diffior competitors to imitate
(Amit, Schoemaker 2006). In the management liteeata number of theoretical
perspectives offer insights on what capabilities @Winter 2003) and how firms
might develop organizational capabilities. For eplanthe resource based view
(Wernerfelt 1984; Barney 1991) focuses on the mssge of resources and
capabilities that are stable and enduring sourtesrapetitive advantage.

A particular focus on identifying superior firm-gygc capabilities and their
development and deployment is found in the dynaraabilities literature (Teece
et al. 1997; Eisenhardt 1989; D'Aveni 1994; EisedtidMartin 2000; Teece 2007).
This perspective stresses the need for exploititeymal and external capabilities to
address changing environments. In the corporateemeneurship literature
emphasize capabilities residing in the firm’s temdeto depart from established
practices (Lumpkin, Dess 1996; Jantunen et al. ROD%e theoretical perspective
of this paper thus points out that competitive atizge does not only stem from
valuable, rare, difficult to imitate, but also frohow they are configured and
organized by managers. See for example the VRI@dwork by Barney and
Hesterly (2012). According to both seminal and n¢eeorks, (e.g. Chandler 1992;
Dosi et al. 2000; Coriat, Dosi 2009) organizatiocegbability in a specific business
function can thus be created through the implentiemtaf specific managerial and
organizational aspects. The three main elements are

- how to properly structure an organizational functfstructure);

- which activities should be carried out and howks$aasnd process);

- what kind of people are more adapt to be respam$dsl the specific set of
activities (people).

Figure 1: The Main Elements of a Dynamic Organizational Calitstb

ORGANIZATIONAL
CAPABILITY

N

STRUCTURE PROCESS & TASKS PEOPLE

Consistently with this view, we advance that dymaapabilities constitute an
ideal approach to study the specific phenomenoBusiness Development. We
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therefore propose the theoretical framework preskim Figure 1 to explore the
main elements of a Business Development capability.

2. Business Development: Conceptual Background

Although the term Business Development is well knommong young and
mature enterprises (often with individual interpteins in the minds of various
practitioners), the concept has up to now recelitdd attention in the managerial
and academic literature. We advise, however, tadveful with the terminology.
For example, Sgrensen (2013) report that ‘busidesslopment’ has been applied
in relation to theoutcomeof corporate venturing (Burgelman 2002; Covin, édil
2007; Kanter 1986; Keil et al. 2008)iscrete project§McGrath 2001; Burgers et
al. 2008) as well as the organizationradlical innovation(O’Connor, DeMartino
2006). Anecdotally from practice, we observe foamaple, a current tendency to
re-label ‘Sales’ to ‘Business Development’ - appé#se because of the bad
connotations associated with the sales functiospide the labelling, we will argue
that neither of these selected examples are BissiDegelopment, as they diverge
ontologically and may also already represent wstitdglished phenomena. To
address these issues, a small, but growing, grogghmlars are now researching
the unique aspects of Business Development.

The Business Development concept has been gradieiheated and clarified as
a distinct notion distinct from other establishedrmagement concepts (Sgrensen
2012; Austin 2008; Giglierano et al. 2011; Uitteghard et al. 2005; Davis, Sun
2006). In particular, Davis and Sun (2006) conddicen exploratory study
involving a survey of 26 IT SMEs in Canada and coméd also in this context that
Business Development was a recognized conceptdistinct functions and tasks.
Their research also addressed Business Develommenset of “routines and skills
that serves to enable growth by identifying oppaties and guiding the
deployment of resources” (Davis, Sun 2006). Sgren&®12) integrates the
different academic perspectives on Business Dewsop tasks and processes with
insights from senior business developers and ventapitalists from successful
high-tech firms into one general construct. Follogvithis research, Business
Development is defined as:

o “The tasks and processes concerning analytical pegjosa of
potential growth opportunities, the support and manng of the
implementation of growth opportunitieSarensen 2012).

The move from general descriptions of Business Dgveent towards an actual
definition raises the level of abstraction, butoalselps identify what Business
Development is and what it is not. First, the abalinition emphasizes the
coordinating role of Business Development that sugpthe vertical and horizontal
integration among other organizational functiong.(R&D, production, marketing
and intellectual property) as well as external memrd. Second, Business
Development operates normally within the constgiaof the firm’s corporate
strategy. Strategy refers here to choices thatcamemitment-intensive and thus
bind the firm to a course of action (Ghemawat 198by example, if the Board of
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Directors decide to invest millions of Euros inennplant specialized in producing
tennis rackets, then the firm is bound to prodwuakets at least until the costs of
the plant and the capital needed to produce theeta@re (hopefully) earned back
with some dividend.

As such, Business Development’s objective is, oe eide, to prepare and
evaluate new opportunities that are in line wita tverall corporate strategy. This
does not exclude the pursuit of business opporégnithat may lead to the
discovery of new innovation streams that could iotpan the overall future
strategy. In a sufficiently large and specializedamization, the latter would be
handed over to the Strategy Development function.

Finally, there is a sharp distinction between thesiBess Development activities
in the planning phase of a growth opportunity amdhieir implementation phase.
Preparing for a growth opportunity’s launch and marfing its implementation
requires very different skills. In the planning peaBusiness Development relieves
senior management with a recurrent managerial efgd: too little time and
resources to take informed decisions, and duringamentation they try to mend
the typical disconnect between the preparationrofvth opportunities and their
actual implementation (Penrose 1959; Hrebiniak 2005

2.2 Business Development: Structure, Process, Tasksd People

StructureAmong these few exceptions, Kind and Zu Knyphausefsel3 (2007)
aimed at clarifying the role of Business Developtriarthe biotech industry. They
identified three levels of Business Development cfiom configurations
determining their level of implementation in theanization: implicit, established
and institutionalized. In particular, Business Depenent is implicit when it lacks
of any task description or planned effort, whileestablished when its relevance
and mission are officially recognized within thengmany. Finally, institutionalized
Business Development implies the establishmentofdi hoc organizational unit
managed by one or more Business Development sigéciil more established
firms, the Business Development function is typicakrganized as a staff function
that refers to senior management, but also wortisety with the line functions,
such as R&D, production and marketing/sales (Sere@812).

Tasks and processdsind and Zu Knyphausen-Aufseld also identified salve
tasks, processes and human resources issues relaBeiness Development. In
their case studies, Business Development turnstoube a specific business
function-performing the three following activitied) the identification of new
business opportunities, through a screening of atarformation and networking
activity; 2) evaluation of the most profitable oppmities, by analyzing potential
partner profiles, market and financial evaluatiod atrategic fit with the company;
3) negotiation of terms and conditions and adaptalof internal resources to
enable implementation. Adding to this, SgrenseidZ2@ustains that in sufficiently
large and specialized organizations the opportumigntification phase may be
carried out by people outside the Business Devedmpnfunction, such as
specialists from Research, Product Developmentarnkbting.

The Business Development manager’s tasks usually wacording to the
different phases of the Business Development psod¢&ior to a decision to pursue
a particular growth opportunity, the business depet prepares a business plan —
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based on a sound business model - for senior margage Through a synergic

business planning activity, Business Developmentnagars compile and

synthesize necessary data and do due diligencepas for the decision-makers.

This process usually involves close collaboratioithwthe specialist business
functions for the retrieval of intelligence that shbe integrated for the business
model and business plan.

If the growth opportunity is considered worth pungy it is the business
developer’s task to supervise the implementatiothefinitiative. Because of the
in-depth knowledge about the growth opportunitydolasn inputs from various
business functions, the business developer isrlaite to support, for example, the
legal department in the negotiation of the terma a@ollaboration deal. As such, the
Business Development function and its businessidpees are an inherently part
of the critical coordination and integration aspeicthe pursuit and implementation
of growth opportunities.

Peopleln the end, Business Development tasks and presess only as good as
the people performing them. Sgrensen (2012) descrithe good business
developers as “integrating generalists”. This mdaas the business developer are
able to constructively integrate knowledge fromimas areas of specialization and
refrain from favoring one functional specializatiaover the other. Growth
opportunities’ success rests often on the streafjthe weakest link, rather than a
well performed aspect of its entirety. In line wither scholars (Davis, Sun 2006;
Austin 2008), Sgrensen suggests operationally fw@nmg people possessing:

- practical knowledgeable about the technology, pcgdtustomer values, and

industry dynamics

- capability to think conceptually and abstract antjast ‘closing deals’

- specialists knowledge from multiple business fuordi

- experience with both top management and with wotkne-functions

In order to provide further direct insights on theell-organized Business
Development function’s structure, tasks and prqcessl people, we will how
present and analyze three cases from the biotemipoidustry.

3. Methodology

In order to explore the main elements underlyin@asiness Development
capability, we chose an in-depth case study metbggoThe analysis follows the
data collection rules established by Eisenhard8gl&nd Yin (1994), and uses
various information sources in the data gatheringcgss (interviews and other
secondary data). In order to obtain a clearer waeding of reality, we used a
qualitative approach that draws the attention tx@sses, meaning of patterns and
structural features (Flick et al. 2004). The vatdi@ business opportunity depends
on the industrial context in which a company opeEsgAndersson 2004), and it can
also be assumed that the logics related to opptrtemaluation and preparation
may be different across industries.

The focus of this study is on biotechnology. Bittealogy industry is a science-
based industry, which covers a diverse range déidjeincluding therapeutics,
agriculture and environment, industrial and ICT r(éli Kapeleris 2006). It is a
global industry which is also considered as eng&egurial, innovative, rapidly
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changing, and knowledge-intensive (Brannback e2@0D7). In order to minimize
the effects of environmental and situational fattypical of the overall biotech
industry, we narrowed our focus on ‘red biotechmis (Ernst &Young 2014), i.e.
those companies that concentrate on the researthi@relopment of new drugs
(product companies) and/or on the development wfteehnologies that help other
companies in their research and development ofdregs (platform companies).

The selection of cases is a crucial decision inrésearch process and should
therefore be made after careful consideration anckitecal evaluation of the
alternatives. Theoretical sampling is recommendg&defihardt, Graebner 2007);
this implicates choosing cases that are expectedextend or replicate the
developing theory (Eisenhardt 1989). In order torease the explanatory power,
cases have been selected keeping in mind theirdtieml qualifications and to
ensure a good fit with conceptual categories (Sni®®1; Eisenhardt 1989).
Accordingly, we use the concept of ‘theoretical ping’ (Eisenhardt 1989) and
that differ significantly in their size, we seledt¢hree biotechnology companies
that explicitly consider Business Development akey process for gaining
competitive advantage on competitors, sustained wve. In addition, following
the logic of maximum variety (Cook, Campbell 197A9% included firms operating
in different countries (U.S., Italy, France), offdient size (ranging from 21 to 520
employees), active in diversified sectors (oncologphthalmology, metabolic
disease) and involved in various value-adding dms/ (research, development,
pre-clinical. commercialization, marketing, etc)nd&ly, we selected cases that
could represent the entire range of business moplelduct, platform, or “hybrids”
(Kind, Zu Knyphausen-Aufsel3 2007).

This aspect of the case study design facilitatedgimnerality of the findings in a
wide spectrum of firms. See Table 1 for the maiscdetives.

Table 1: Descriptives of the Three Biotech Cases

Company’s Home Year of Employees| Turnover Therapeutic Business
Name country foundation ()] focus model
Crown u.s. 2006 520 $210 mio Metabolic platform

bioscience disease

Congenia Italy 2004 21 $ 0,3 mio Oncology hybrid
Nicox France 1996 43 $ 6.8 mio Ophthalmology  produlct

3.1 Crown Bioscience and its Business DevelopmenbEess

Founded in 2006, Crown Bioscience is a multinatiairag discovery company
providing cutting-edge translational platforms atabst-effective drug discovery
solutions for its biotech and pharmaceutical pasgie dedicated therapeutic areas:
Oncology and Metabolic Disease.

Structure Business Development at Crown Bioscience is edrout by four
people, each assigned to a particular geographreal (Europe, China, Japan and
USA). Business Development is organized as a $tmfttion which gives the
Business Development managers the power to codediaaources from other line-
functions, such as R&D and the intellectual propedpartment. All four Business

Edited by: ISTEI “University of Milan-Bicocca ISSN: 1593-0319

50



© SYMPHONYA Emerging Issues in Management, n. 2,420
symphonya.unimib.it

Development managers are fully dedicated to achBemegness Development goals,
the evaluation of which is based partly on quatNgéaassessment of the deals
closed, and partly on measurement of deals maedaover time. This practice
relates to whether Business Development is purglyoapective functionality that
looks for opportunities and brings opportunitiesonit is also responsible for the
maintenance of relationships and of collaborations.

Process In the past, the Business Development and the R&partments have
had some major misunderstanding, mostly because didfcontinuous
communications and poor alignment on each othelsgoal priorities. That is why
Crown Bioscience has set up very specific commuioicamechanisms, such as
shared online blogs, through which each part kéegek on a regular basis of the
most important activities. The Business Developnyaoicess at Crown, in fact
involves the identification of different kind of bmess opportunities that may turn
into technology licensing deals, collaboration deapartnerships with local
companies to increase the local presence and M&Wkites, etc. Before starting
the opportunity management process, these growtbngpare presented to CSO
(Chief Scientific Officer) for approval; then theuSiness Development manager
proceeds with the evaluation, due diligence, anulalfinegotiation phase.
Furthermore, Business Development goal is to peva the CSO any relevant
market info that the CEO and the Board may needctompany growth. Since
Business Development is responsible for creatimgntiost suitable conditions for
implementing the strategy, it is extremely impottdrat the alignment with the top
management is maintained through constant meetimgisocial exchanges.

People Overall, Business Development people at Crowns@&8ence are all
relatively senior and respond directly to the C8{of them have both knowledge
of science and management. In particular, the esgonsible for the European area
possesses a Bachelor of Science degree in Chelnigadeering and an MBA. He
has several experiences in other biotech and pltautieal companies, a medical
device firm and a medical equipment manufacturdranks to his previous
experiences, he has a wide business network tloatsahim to more easily capture
new business opportunities emerging from the market

3.2 The Experience of Congenia

Congenia spun out from a collaboration betweerlhieersity of Milan and the
European Institute of Oncology in 2004, and wassaiter acquired by Genextra
SpA. Congenia has since then been focused on gernglemall molecule drugs
that target the mitochondrial permeability tramsitpore (mPTP), a protein channel
with multiple macromolecular components which, tbge with another
mitochondrial protein p66, appears to be associai#itl oxidative stress-induced
cell death.

Congenia is one of the first pharmaceutical comgmrfocused on targeting
specifically the mPTP. Preclinical research indisathat this pathway plays
important roles in multiple diseases, including rsmlial infarction, stroke,
neurodegenerative, cardiovascular, and metabad&ades.

Structure For Congenia, Business Development activities thee heart of the
firm, along with R&D. The company has one corporBigsiness Development
manager, who is responsible for new opportunitiesiification. At Congenia, the
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Business Development role is considered of highaesibility, since the Business
Development manager is the one who makes stratggyem. Accordingly, she has
the power to ‘rent’ some resources with specifiowledge that can support her in
the evaluation of a new potential project in whichinvest, or in a partner’'s
capability to perform particular technological ogtgons. The evaluation of
Business Development deals is consequently basedbotim quantitative and
qualitative criteria. The quality of a deal is exfled by the quality — in terms of
market power and share - of the partner. With i@garcompensations, Business
Development managers receive bonuses accordirigetoumber and conditions of
deals closed. In addition, the company evaluates thle tacit information and data
Business Developers detect during the scoutinggssycsince they can positively
influence future strategies and market evaluation.

Process The Business Development process initiates relsesy including
scouting, analysis and evaluation of projects ¢érigst to be acquired within the
holding structure. In a second phase, once a frejec part of it - is selected and
acquired, the Business Development manager staasnsg the environment
again, to identify new opportunities that help depethe project itself. The final
goal is to make it reach a level of maturity sucéattit can then be licensed-out or
sold. The Business Development manager dedicates af his time to attend
conferences and industry specific events in diffeiuntries, where she can get
updated information on the market and develop/raairtier business network.

People The corporate Business Development manager htms lasiness and
scientific/technical background. She joined Congeni May 2006 and has since
then been involved in a number of activities ragginom evaluation of new
investing opportunities to partnering, licensingvad| as strategic development of
other Genextra's subsidiary companies. With an MBA a PhD in Biochemistry,
the Business Development manager is also ChiefafipgrOfficer and a member
of the Board of Directors of two of the companibattGenextra controls. Before
joining Congenia, she acquired experience in tlhrtelogy transfer area in an
American based life sciences technology commeeeiatin firm, and before that
with prestigious University's technology transféfice.

3.3 Business Development Organization at Nicox

Nicox S.A. is a global pharmaceutical company thais conceived in Italy
(Milan) in 1996 by an Italian-American team with stronght@ical background and
prior experience in the pharmaceutical industrylime with its strategic re-
positioning in a new market space,

Structure Due to the strong strategic relevance of Busirgsselopment in
Nicox’s business model, an ad-hoc organizationaiction was designed and
implemented to better perform this activity. Theoick to concentrate Business
Development know-how within a specific businessicttire was driven by a very
specific aim: to collect, store, integrate and ws# significant Business
Development-related knowledge within the organ@atiSuch knowledge is gained
through individual and organizational Business Deweent experience and
constitutes a unique and firm-specific cradle obwrhow. A multifunctional
steering committee, composed by top management ersmsupervises Business
Development activity and holds decision making pover the process. In
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particular, such entity decides whether to invest specific Business Development
opportunity and to sign the contractual agreemgntefficient way to evaluate the
Business Development manager is to link his pajpeonumber of deals he closes,
but also to the value of those deals. In this wiag ,Business Development manager
is motivated to pursue the most profitable oppaties for the firm that indirectly
becomes the most profitable opportunities for himse

Process At Nicox the Business Development function pregdthe Board of
Management, with two important types of informatid@irst, the necessary data to
evaluate the market, the competition, and the nemrging trends and, secondly,
the quantitative and qualitative data on the prditaof success of a new idea,
project, venture, in line with the corporate stggteThis information becomes
available through a systematic process of marketitsgy and analysis which is
made effective by the capability of identifying appriate business opportunities.
The evaluation of information, resources and coemeds within and outside the
firm may influence the Business Development managehoosing one or another
opportunity. In order to transfer the Business Dewment-related knowledge from
the individual to the firm level, three importanpedures are followed: constant
relation, direct contact, and information shari@yerall, Business Development at
Nicox has a very important and strategic role mdy dor opportunity identification
processes but also for strategy formation. Thermétion that the Business
Development manager gets from the market is in faetious factors in the
definition of the overall strategy.

People The Business Development manager at Nicox is ralmee of the Board
of Management (Executive Vice president), has a PhChemistry and also a very
rich experience in various management roles wittiver companies. Thanks to his
background, he is able to understand science withecessarily being an expert in
the opportunity sector related to a specific madegfments; he must instead know
how to cooperate and coordinate with experts inside company at the right
moment of the opportunity management processgvaluation and due diligence

4. Results and Discussion

Current Business Development research is in itanicy and consequently our
understanding of the Business Development con@pains unclear. The aims of
this case study research are to clarify the unappects of Business Development
per seas well as explore the specific organizational emhagerial mechanisms
underlie a Business Development capability.

4.1 Structure

Business Development was organized as a separstieutionalized function
(Kind, Zu Knyphausen-Aufsel3 2007) charged with tégponsibility of pursuing
and developing new business opportunities. The sfiropted for a structural
separation to avoid that Business Development tsfiwere overwhelmed by day-
to-day activities and responsibilities related tthes functions (R&D, Legal
department, etc.). Moreover, given the proactiveungaof the searching phase,
Business Development activity results to be vanetconsuming, thus calling for a

Edited by: ISTEI “University of Milan-Bicocca ISSN: 1593-0319

53



© SYMPHONYA Emerging Issues in Management, n. 2,420
symphonya.unimib.it

dedicated staff taking care of it. The interviewighviirms’ managers proved that a
dedicated unit with at least one full time professil proactively scanning external
environment acted as an effective ‘satellite’ fdentifying new opportunities and
as a collector of knowledge. This constitutes aisofor learning in opportunity
recognition (Zollo, Winter 2002) and, additionalgnhance external visibility and
reliability as a point of contact.

Besides being an institutionalized organizationalction, Business Development
structure in the case study firms is characteribgdstaff powers that give it
legitimacy to request part-time resources acrosssidns and high decisional
autonomy to employ resources within its own buddetparticular, case study
companies structured Business Development as & fataftion to the CEO, or
directly appoint a member of the board with BustnBsvelopment responsibilities,
in order to allow a more effective and efficienoadination with specialists from
other functions as well as communication and updath the top management.
This is extremely important to ensure the alignmergtween strategy,
opportunities, and their feasibility.

This type of organizational characteristic is imeli with Sgrensen’s (2012)
analysis of Business Development in big corporaticeand become particularly
important in the biotechnology industry, given theguired specific scientific
knowledge related to different opportunities. Farthore, as suggested by the
Congenia case, we can assert that staff organizafi@usiness Development may
also be effectively implemented and managed in lemiims.

As explained in section 1, some authors see BusiDeselopment as a corporate
entrepreneurial capability performed through a afetinstructured activities; its
effectiveness is believed to depend mainly uporsqel skills of entrepreneurs
(Davis, Sun 2006, p. 148; Giglierano et al. 201d)contrast - although personal-
specific factors may contribute to better sensimg) seizing of growth opportunities
- our case studies demonstrate that additionaktstral factors are needed to
capture the value of such opportunities.

In order to evaluate Business Development perfoomarthe case study
companies also set up particular incentive mechanibat help to ensure the bond
between Business Development people’s goals and sheffectively the best
growth opportunity for the firm. These mechanisans, in fact, expressed in both
gualitative and quantitative forms, in order toedir the motivation towards the
pursuit of firm’s objectives (Venkataraman 19973 awmot only personal returns.
Accordingly, the case study firms evaluate theisiBass Development managers
not only in terms of opportunities captured andppred, but also according to the
sensibility and uniqueness of information they edil during the identification
phase. Such information, very different from thdtieh come out from classical
market research, is tacit in nature, and may redarcexample, emerging trends in
the innovation scenario, or a potential shift @oapetitor’s strategy.

4.2 Process and Tasks
High proficiency in executing tasks along the Besms Development process

helped the case study firms to identify new opputies and organize effectively
and efficiently to embrace them (Teece et al. 19%7pm the analysis of the
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present biotechnology cases, four phases emergdx teritical in successfully
pursuing opportunities: (proactive) search, evabmatnegotiation, and alliance
management.

In a dynamic and science based industry like biotelogy, investments in the
development of market knowledge base are ofterofteg (Costa et al. 2004). This
iIs why many small biotech firms have a poor comma¢rsuccess. In order to
overcome this shortcoming, the Business Developmenbcess in the
biotechnology industry usually includes an initsgfstematic scanning phase. The
latter is particularly central to detect unstablendews of opportunities and
evaluate the external environment. In order to ldat,t Nicox and Congenia’s
pointed out the importance of managing a rich msifmal network: this may
originate from personal contacts of Business Dguwaknt managers and other
members of the organization, along with varioudatmirators and partners, To
facilitate the initiation, development and maintec&a business relationships with
other companies, Congenia, Nicox and Crown BiosaeBusiness Development
managers systematically visit industry-specific tparship events such as
conferences and fairs. This allows a more effedilentification of opportunities
and help mitigate information asymmetries, redube tisk of opportunistic
behaviors facilitate the matching between suppty @d@mand of opportunities.

In line with previous literature (Sgrensen 2012ndi Zu Knyphausen-Aufsel3
2007) the case study firms also highlights the irtgpwe of an accurate evaluation
phase which consists, apart from disclosing mordidential information, of an in
depth analysis of the potential partner and theodppity, also known as ‘due
diligence’. Given the specificity of the scientifimowledge involved, this phase
demand a very close collaboration between the R&padment, the Intellectual
Property unit and Business Development. At thismpan order to evaluate the
economic and strategic potential of the opportyniBusiness Development
prepares business plans, as suggested by Sgr@de). (

In the negotiation phase, the legal experts contbe®cene and sustain Business
Development people in the evaluation of the deahse This is a particularly
sensible phase, where the top management mayalsodived.

A fourth phase, alliance management, is particyleoinmon in the present cases
from the biopharmaceutical industry. After the opipoity has been prepared and
seized, the relationship with the eventual parmest, in fact, be monitored and
carefully managed. This approach ensures the lossilge collaboration between
the parties and creates a trusty environment #ratconstitute the bases for future
additional agreements. In summary, while the tHoeeer phases correspond to
those of Kind and Knyphausen-Aufsel3 (2007), thedas a context-specific phase
in situations where Business Development is perifogralliance opportunities.
This activity is also related to the business dayeds’ role during the
‘implementation’ phase, as suggested by Sgrenseh2)2 where the business
developer oversees the supervision of a particxddaboration and support in its
development. Note that this activity may be perfedmby specialized alliance
managers in larger organizations.
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4.3 People

Successful Business Development is accomplishedughr the work of
individuals. In the case study firms, people resae of carrying out Business
Development must be skilled workers that integraeszhnical competences and
managerial and analytical skills. Scientific baakgrd but also past experience in
sales departments is the most common and effeatixesince knowledge of both
products and managerial practices produced an tiefeblend of market and
technological competencies. People that integradifferent sources of “general”
expertise often cited as “integrating generalisSziiensen 2012) are a critical
success factor in the context of Business Developmehich is a knowledge
intensive activity that requires the execution efdnogeneous tasks, ranging from
scientific to management and legal.

In addition, a substantial coordination capabibtyd team working abilities are
necessary, because Business Development may intr@veetting up of a team of
complementary people with different skills and ahides. In the case study
companies this team is called upon from other catyigadepartments when
needed. However, as suggested by Sgrensen (201@xger organizations such
team of resources may be dedicated to Businesddpwent full time

Other industry specific traits that Nicox, Congearal Crown Bioscience look for
in their Business Development managers are risikdate, in order to tackle high
degree of uncertainty often characterizing theggiives; communication skills, to
manage relationships both internally and exterpalytrepreneurial attitude that
would assemble and integrate resources to drivageharigure 2 summarize the
contribution of the case study analyses in lighth&f theoretical model presented
Figure 1.

Therefore, a capability in Business Development rgagge as a collective
phenomenon, which allows the case study firms fiecgbely perform pursue their
growth opportunities. In fact, this capability nobly originates from the very
talented individuals employed in the firm, but ismabled also by specific
organizational and process solutions; these allowerisure adequate direction,
commitment and coordination so that potential i@l capacities can convert
into competitive advantage.

5. Conclusions and Managerial Take Away

The aim of the paper is to explore the foundatiohs Business Development
capability in the biotech industry on the basigpaifticular organizational structures,
process and tasks, and people. We show that thieddssDevelopment construct
meaningfully can be anchored in the dynamic cajiedsitheoretical framework.
Following from this we infer that competitive advage not only stems from
valuable, rare and difficult-to-imitate resourcesl @apabilities, but from how they
are configured and organized by managers (Eisephdattin 2000; Teece et al.
1997; Teece 2007; Barney, Hesterly 2012).
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Figure 2: Main Elements of a Business Development Capability

BUSINESS DEVELOPMENT
CAPABILITY
\

|
|

BUSINESS DEVELOPMENT BUSINESS DEVELOPMENT BUSINESS DEVELOPMENT
STRUCTURE PROCESS & TASKS PEOPLE

Qualitative Standardized process Managerial

Intifutionalized | and Network legrating | Coordination | Technical | ud

fuction | Quautatve | | Froace | egetitin Sgpotto | maagement® generalist skill shils | analytical

search* inplementetion shills

Staffrole

neentives

* Specific to the three cases. In sufficiently lrgnd specialized firms, these activities are
typically taken care of by technical specialistsla@fliance managers respectively

The findings of this study provides a strong fouratafor firms willing to set up
their own Business Development units to pursue troapportunities more
systematically or for firms who may have rudiment@usiness Development
activities, but need to make changes because ofl pa@sformance. What we
suggests should be considered as general advicksasarstarting points to be
evaluated according to company needs and resoustesy than best practices or
“how-to” plans for success. The choice of biotecn$ is particularly interesting,
since they seem more mature relative to other iness (see e.g. Kind,
Knyphausen-Aufsel3 2007) when it comes to implemgntivell-structured
Business Development functions. Other industrigslearn therefore benefit from
them and the insights conveyed in this paper.

The Business Development functions and businesslalgers explored in the
three cases represent an approach to Business dpenasit that naturally is
constrained by their size and age. As the orgaonirstbecome larger and more
specialized, the Business Development tasks antepses as well as the business
developers will become narrower in scope. For exanwhile a systematic search
is an important task of the Business Developmenttfan in the context of cases
presented here, growth opportunities may also leatiiled by, for example,
Sales/Marketing managers, Product Development pgoplthe CEO; each having
their own different planning processes and scregpincedures (Sgrensen 2012).

Business Development then analyzes and qualifies s$klected growth
opportunities further, coordinates resources fer Blue Diligence, and then hand
the decision to execute over to senior manageniemarge (30.000+ employees)
biopharmaceutical, Business Development tasks wprdbably be much close to
the ‘evaluation’ and ‘negotiation’ steps of the Buess Development process
reported in Figure 2. Business Development thenpaup and monitors the
integration of the growth opportunity until it benes business-as-usual and enters
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the firm’s strategic budget (Sgrensen, 2012). la tase of biotech Business
Development, such implementation phase is subathntieflected in alliance
management activities.

Finally, although the research results provide eful§ramework for organizing
and implementing a Business Development functiothiwia firm, the study is
qualitative in nature and thus calls for further pgmecal work on Business
Development capability. Future researches shouidai exploring more in depth
relationships between Business Development and ebiwe advantage
throughout empirical studies on a large scale. @sal a central point should be to
track how firms develop Business Development cdipyabiver time.

In conclusion, the main managerial takeaway isottu$ on the above described
managerial and organizational structures, taskspancksses and people aiming at
preparing for and support the implementation ofwghoopportunities rather than
merely focus on ‘Business Development’ labeledvéets. We acknowledge the
wisdom to Shakespeare, who makes Juliet say:

o “What's in a name? that which we call a rose
By any other name would smell as swket;
(Romeo & Juliet, Act Il, Scene II)
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