Pharmaceutical
Executive

Forward-Looking
Intelligence

Pharma companies spend the most money looking at what their
competitors have already done. Here, three companies explain
how competitive intelligence should work.
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UST BECAUSE THE PHARMACEUTICAL INDUSTRY is the most frequent user of competitive in-
telligence (CI), it doesn’t mean it is the most effective. In fact, a survey of senior executives at
large US corporations, across industries, shows that despite the millions of dollars pharma
spends, only one company—Johnson & Johnson—ranks among the top-10 companies that make

the best use of CI.

In many ways, that has to do with the way pharma thinks about col-
lecting intelligence. Most executives use CI to compile competitor newslet-
ters, profiles, and other static deliverables to understand what actions their
competitors have recently taken. But there’s no strategic advantage in that.
To succeed, pharma execs need to anticipate threats and opportunities be-
fore they occur. At their very core, Cl functions need to be designed to de-
liver predictive, actionable intelligence that minimizes surprise—not just
reports recent competitor actions. Indeed, when establishing Lilly’s CI
function, former Lilly CEO Randall Tobias called it the ““department of
surprise avoidance.”

In the past several years, a small number of pharma companies have
taken steps to use Cl more proactively. Rather than just monitoring com-
petitor actions, these companies’ Cl units work to anticipate new threats and opportuni-
ties, to develop preemptive strategies for launching or defending products, and to help
build the overall competitive awareness of their organizations. This article examines a
few trailblazing companies, and offers some advice on how to use competitive intelli-
gence more effectively.

Eli Lilly: External Awareness
Lilly established its Cl team in 1998 to serve the highest levels of the organization and to
advise top executives about longer-term threats and opportunities. Company executives
were very supportive of the unit because the need for better intelligence was apparent: The
industry was changing rapidly and the level of competition had increased dramatically.
These executives—some of whom had been intelligence users in the US government—un-
derstood the benefits that top decision-makers gain from knowing about emerging threats
as soon as possible. In fact, running a large pharmaceutical corporation without an effec-
tive Cl capability, says Lilly’s head of competitive intelligence, Jerry Hoffmann, is tanta-
mount to “making your key decisions with one eye closed.”

As Lilly’s intelligence effort developed, its focus broadened beyond the top executive

suite. Today, the company’s Cl team provides more support at the business-unit level, deliv-
ering intelligence to the leaders of those groups and others, while acting as advisors and
training referents to teams within the organization. This is a trend not only at Lilly, but also
at other companies with well-developed intelligence efforts, within and outside of the phar-
maceutical industry.

According to Hoffmann, Lilly’s Cl effort has contributed significantly to a company-
wide initiative to become more externally aware. Cl teams are often called upon to facili-

Lilly’s head of ClI, Jerry Hoffmann

tate initiatives that require their unique
perspective, from scenario-planning proj-
ects to war-gaming exercises and competi-
tor-response modeling.

The use of Cl at Lilly not only lever-
ages internal expertise and resources, it
also helps build a competitive culture at
the company. The belief is that this cul-
ture will further reduce risk by encourag-
ing the development of good CI prior to
every significant decision. To date, the
company has seen pervasive growth in the
use of Cl. The corporate strategy group regularly re-
quests Cl in support of long-term planning efforts, rec-
ognizing that competitors’ actions can change the future
business environment just as other outside forces can.
Marketing groups use ClI to understand everything from
how competing companies will address big-picture is-
sues like the Medicare prescription drug benefit to how
a single competitor will evolve its product positioning.
On the other hand, R&D is increasingly reliant on CI to
help reduce the risks, thereby lowering the costs of dis-
covery and development.

3M Pharmaceuticals:
Incorporating Intelligence
Peggy Walker, the ClI manager of the pharmaceuticals
division at 3M, sees intelligence deliverables falling into
two broad categories: widely disseminated current in-
telligence on critical issues in the marketplace and
strategic deliverables that examine longer-term issues
for the top management team. Together, these Cl activ-
ities enable better information connections and busi-
ness decision-making at all levels of the organization.
The goal is to ensure that employees across various
functions—R&D, marketing, business development,
and market research—incorporate intelligence prac-
tices into their work.

3M’s pharma division redesigned its Cl process in
2003, and it has already been singled out for several in-
ternal best-practice awards at the corporate level.
Walker sees the benefits of the division’s process
through its discussions. “The richness of the informa-
tion and your ability to make forward-looking decisions
depends on many minds looking at the same informa-
tion and sharing their different perspectives, with an eye
to the future,” she says.

3M executive-committee members have been among
the first in the business to realize the benefits that com-
petitive intelligence can bring to their decisions about
direction setting and strategic planning. Product man-
agers are incorporating intelligence to increase market
share, anticipate and model possible competitor moves,
and develop preemptive strategies for new product en-



trants. R&D scientists are more business savvy and
aware of competitive technologies because the process in-
cludes information systems and evaluation tools that re-
sult in analyses and predictive intelligence, not just Cl
based on past history. Other businesses within the 3M or-
ganization have approached Walker about establishing
their own CI capabilities.

AstraZeneca: Future Strategies

AstraZeneca’s Cl professionals have played a similar leader-
ship role in helping their company learn and employ new
techniques for anticipating future threats and opportunities.
Several years ago, the company’s Cl team spearheaded the
effort to incorporate scenario planning into the strategy
process for the company’s US commercial group.

Using existing marketplace knowledge as a starting
point, the CI team and company managers developed a se-
ries of plausible future scenarios that bounded the ways in
which the future marketplace might develop. From these
scenarios, AstraZeneca developed a set of strategies that
would be resilient across a wide variety of possible futures.
Indeed, those scenarios are still in use today.

Perhaps most important, the team was able to identify
options that worked across all scenarios, so it could begin
implementing aspects of those scenarios with confidence far
in advance. To ensure
that the management
team was kept up-to-
date on key events that
might necessitate a
change in strategic di-
rection, the intelli-
gence team developed
a set of intelligence in-
dicators, or signposts,
for which it could
scan, so that it could
alert the company as
soon as possible if a
significant change was
underway.

As a result of this

SURVEY SAYS:

Lacking Stature
Pharma companies ranked
lowest when asked if their CI

functions have sufficient
stature in their organizations
(48 percent, compared with a
59-percent norm).

SURVEY SAYS:

One Out of 10

Johnson & Johnson was the
only company that survey
respondents ranked among the
top users of Cl. (Bank of

SURVEY SAYS:

America and IBM were identi-
fied as the two leaders.)

The full survey results are available
in the report “Ostriches & Eagles:
Competitive Intelligence Usage and
Understanding in US Companies,”
at www.outwardinsights.com

Launching New Products
Pharma companies do better than

most in integrating likely competitor
reactions into plans for launching

new products (65 percent,
compared with a 40-percent norm).

PRODUCT MANAGEMENT TOOLKIT:

Strategy Game Planning

ven when product managers are aware that a competitive product is on its way, they of-

ten fail to take action. They say they can't afford to change their strategy in the face of
S0 many uncertainties: date of the competitor’s launch, the level of aggressiveness on the
marketing front, which geographic markets it will focus on, and how the new product will
be received by customers.

One Cl tool that can directly help pharma product managers deal with this uncertainty is
strategy game planning—a more tangible and realistic variation of war gaming. Unlike tradi-
tional war gaming, which typically envisions only one type of competitor launch and fails to re-
sult in concrete strategies, strategy game planning is used to forecast one to two years into
the future to examine a full range of possible competitor actions, and to develop strategies for
each. The result is a set of core strategies that can be implemented right away, as well as sev-
eral contingent strategies that are held in reserve to hedge against particular competitor
moves. As a result, product managers can start taking steps—changing product positioning,
updating sales materials, and retraining sales forces—months before they typically would
have. That improves their chances of protecting the market share of their existing product.

Step 1: Analyze informa-
tion about the company’s
competitors and the mar-
kets in which they compete
to obtain a comprehensive
picture of the competitive

Step 3: Develop a set of
strategic marketing plans
for each scenario.

Step 4: using focus
groups, test potential cus-

away. Strategies that work
for only one or two such sce-
narios should be held in re-
serve.

Step 6: For each scenario,

develop early-warning indica-
tors that signal what strategy
competitors are pursuing.
This allows companies to re-

tomers’ receptivity to your
strategies—and your com-
petitor’s. This pinpoints the
strengths and vulnerabilities

landscape, product attrib-
utes, and buyer behaviors.

Step 2: bevelop three to

four realistic scenarios of in both sets of strategies. spond Or preempt competi-
how competitors might re- . tor actions with an already
act to your new product Step S: Look forcommon  gefined strategy.

elements among your
brand’s marketing strate-
gies. If common elements
exist in all of the scenarios,
begin executing them right

launch. If your brand is mar-
keted already, the scenarios
should depict how aggres-
sively competitors will
launch new drugs.

Step 7: Develop an intelli-
gence-collection plan that
outlines sources to scan for
the intelligence indicators.

process, AstraZeneca was able to develop a set of strategies that it knew would work
regardless of the future marketplace, and it could begin implementing those strategies
right away. And because the company has developed alternative
strategies for different plausible futures, it has the flexibility to re-
spond with actions once it receives early warning from its Cl team
that a major change is imminent.

The pace of change in the pharmaceutical industry is not likely to
slow in the foreseeable future. The competitive advantage will clearly
fall to organizations that can acquire and use vital information faster
and more efficiently to outflank their competitors. For product man-
agers in particular, Cl and its associated tools offer a proven way to
develop forward-looking strategies right now, rather than scrambling
to react to competitors’ moves after they occur. @
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