Creating Value

YEAR IN PREVIEW

By Taren Grom

Trend:

Creating Shared Value

Shared value is more than a focus on reputation. Creating
shared value encourages companies and marketers to play a
bigger role in solving the world's toughest problems and is
integral to a company’s profitability and competitive position
by leveraging its unique resources and expertise to create
economic value through social value.

hared wvalue was first increduced by
S Michacl Porter and Mare Kramer in

their Harvard Busingss Review article
in 201 1. Since then, multiple industries have
assessed how ro implement shared value into
their business pracrices.

In orher induscries, companics need o
work hard o find a public good that they can
commit to working toward, however, core
o every single biopharmaceutical company’s
business model is the simple idea of creating
therapics o help people in need. Paerik De
Haes, M.D., CEO, Oxurion, says once the
technical scientific lan-
guage and complicared .l
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regulatory issues arg seripped down, the one
goal cach company ulomarely shares is: o give
people a beter quality of life. “This makes
life-sciences companies” role in creating shared
value unigque and gives us the opporounicy o
be ahead of the curve when it comes to crear-
ing shared value,” he adds,

A Shared Vision for the Future

Life-science companies today are putting
statements  on ther
the public o see and
publishing case studies

shared value

websites for R l

{

on how they oreate shared value. "As far as
making this an everyday practice thar is wide-
spread chroughour the company, less evidence
15 seen,” says Bill McEllen, head, Saratoga
office, Fingerpaine, “While we are moving to-
ward a shared value culture, bottom-line prof-
its still rule. This s especially true in smaller
organizrions thar have tighrer budgets and
maore concerned sharcholders. Ir's hard for cor-
porate leadership to imagine thar cheir profics
will increase if they focus on the greater good
of the community as opposed 1o selling more
product. As more case studies on the benefic
of shared value arise, this will hopefully en-
courage more leaders 1o ke chis approach.
It is hoped char shared value will not just be
another business fad, but a concrete foundation
where companics can grow and employees can
feel proud of che work they do. They will noc
only be providing medicines for people, bur
also creating education tools, working in en-
vironmentally friendly practices, and helping
those who need it most ger access o care.,
Healthcare reform has been a widespread de-
bate in our country, and creating shared value
helps enable a pharma company o keep all ies
stakeholders happy.”

Other thoughe leaders agree that the in-
dustry is only at the beginning of tapping the

Shared value encourages

social responsibility, but also
business profits. To ensure new
implementation is beneficial for the
business, leadership should integrate
shared value in proven key elements
that support the business strategy,
review existing business strategies,
and assess them against their
business and social value to develop
a landscape of opportunities.

BILL MCELLEN
Fingerpaint



full potential of shared value in the life sci-
ences. “Shared value is best leveraged through
communities focusing on shared goals,” says
Randall Hein, president of Advarra Consule-
ing. “At Advarra, we find our partners o be
very interested in going beyond transactional

Developing solutions for public
health issues and unmet medical
needs around the world should
always be a primary goal and
responsibility for companies within
the life-sciences industry. We all talk
frequently about our commitment
to improving patients’ lives, and it
is important that our actions and
initiatives echo our words,

DR. PATRIK DE HAES
Oxurion
@0xurion

Addressing the Issue of Trust

Michael Porter of Harvard Business School,
and Mark Kramer, the managing director

of the social impact advisory firm, FSG, say
companies could bring business and society
back together if they redefined their purpose
as creating “shared value™ — generating
economic value in a way that also produces
value for society by addressing its challenges.
A shared value approach reconnects company
success with social progress.

Firms can do this in three distinct ways: by
reconceiving products and markets,
redefining productivity in the value chain,
and building supportive industry clusters
at the company’s locations. A number of
companies known for their hard-nosed
approach to business — including GE, Wal-
Mart, Nestlé, Johnson & Johnson, and Unilever
— have already embarked on important
initiatives in these areas. Nestlé, for example,
redesigned its coffee procurement processes,
working intensively with small farmers in
impoverished areas who were trapped in
a cycle of low productivity, poor quality,

vendor relationships 1o true partnerships with
shared value objectives. Right now, we see this
generally limited to sharing value berween
a limited number of organizations, bur we
expect this crend to grow as technology con-

tinues to facilitate the exchange and use of dara

and erwironmental degradation, Nestlé
provided advice on farming practices; helped
growers secure plant stock, fertilizers and
pesticides; and began directly paying them a
premium for better beans. Higher yields and
quality increased the growers’ incomes, the
environmental impact of farms shrank and
Nestlés reliable supply of good coffee grew
significantly. Shared value was created.
Shared value could reshape capitalism
and its relationship to society. It could also
drive the next wave of innovation and
productivity growth in the global economy
&5 it Opens Managers’ eyes to immense
human needs that must be met, large new
markets to be served, and the internal costs
of social deficits — as well as the competitive
advantages available from addressing
them. But our understanding of shared
value is still in its genesis, Attaining it will
require managers to develop new skills and
knowledge and govemments to leam how
to regulate in ways that enable shared value,
rather than work against it.
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across muleiple platforms and sources and as
T {UI'I'II'!iLHi.L'h- . b tl‘ll‘ CCONGMIC ill]d S[I'il‘:ill
benefit in a shared value approach.”

“I believe that in the next five to 10 years,
the life-sciences industry will become even
more commitied to creating shared value and
working toward public healch initiatives,” Dr.
Dy Haes says. “If we want to do good for our
patients, it is essential char we all become in-
volved in this effore.”

Drew Deeter, president of DeeterlUSA, says
shared value s a term that marketers have been
looking at and debating for some time, It isa
term thar goes beyond whar many refer to as
social responsibility, and one chat roday many
are identifying with social purpose.,

“The guestion those of us who market to
and through the pharmaceutical indusery face
is how to address these terms effectively,
build bridges, followings, and relationships
that will see us through good times and bad
moving forward,” Mr. Deeter says. “People
are now beginning to realize we must reshape
and balance our business practices with social
responsibilities and we had betrer do it quickly
if we intend to realize sales and profic objec-
tives. Maximum business success is not going
to happen moving forward unless or uncil
we put our corporate social purpose and its
expected social impact or outcome firse. Busi-
nesses today have o be very clear abour whar
they stand up for and what they believe in.
Change leaders and change makers muse better
understand and serve their culture, environ-
ment, society, and those in need if they hope
to have any chance of standing out from their
competition. Just paying lip service o the
world’s problems no longer works., We muse
balance our cconomy and ecosystem. Socicty
wants more. And offering superficial responses
to the world's problems — social working —
is no longer socially acceprable.”

If a company and its management expect
to do more than just survive in this new world
and want o be taken seriously, they had betoer
read the warnings, switch out their prioritics,
and start playing an active role in helping o
change the world in which they operate and
live, Mr. Decter adds. Leaders need o stop
being timid abour those things in society they
do and do not believe in. They need to step
up, voice their opinions, have the background
and facts to defend their position on cricical
issues, and become both social thoughe and
change leaders who act on their beliefs and
don’e just ralk abour them. Finally, they muse
be willing to insert their own time, walent,
and capiral ro demonstrare their willingness to
make a difference. Unless or until they do this,
jeining shared values and corporate social re-
sponsibility as social purpose has lirtle chance
of actually happening,.
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Creating Value

“My sense is that corporations and their
leaders who are willing 1o step forward and
take calculared risks will soon become the
thoughr leaders everyone follows,” Mr. Deeter
states. “Their produces and services will be-
come the new industry standands everyone will
promate and rally around. This is why having
socil purpose is so important now, It resules
in real social change.”

Mike Jageclki, president and CEQ of
KCR, charts the industry’s progress in terms
of achieving a shared value ar abour halfeay.
“Certainly, we are moving in the right direc-
tion, but there is still a long way to go,” he
says. "Today companies, big and small, are
changing their approach to business because
they undertstand the benefirs of shared value.
Yer, in many pares of the valoe chain the profic
mindset persists, and a ot of work is needed o0
comvinge partners of the importance of collabo-
ration. | am convinced many players are using
a wait-and-sec strategy to figure out exacely
where the indusery is going. Once the trail-
blizers demonstrate success others will jump
inro and stare moving in this direction. In thae
sense, most likely in 10 years we will see chis
as a standard business pracoice.”

According o Mr. McEllen, by integrac-
ing their contributions to society into their

cally in the biopharmaceutical induscry, Dr,
De Haes says it is becoming increasingly
important to show both investors and patienes
that companics care about solving the world's
medical and health problems in addition w
making a profic.

“For a long time, biopharmaceurtical com-
panics focused purely on financial success,
often without considering how thar success
might affect patient lives,” he sys. "It is
esseneial thar che life-sciences industry work
against this stercotype and demonstrate o all
stakeholders that we are strongly commirred
to crearing social change.”

For Sam Osman, CEO of Cenduir, creating
shared value allows all stakeholders to redefine
productivity and develop a process thae allows
all patients o get medications at a reduced
cost while still maingaining corpore growth
and innovation and providing sharcholder
value, Mr. Osman suggeses that pharma ke
a page from the ULS, aure industry. "During
the 1970s the big three auto makers — Ford,
GM, and Chrysler — partnered with engine,
transmission, and component manufacturers
to rethink development and manofacturing,”
he explaing. "By working roward shared value
and focusing on core COMPETEnics, INNOVALIoN

corporate missions, top pharma  performers
apply shared value ar their core and differ-
entiate their work from philanthropy  and
being a good corporate citizen. “Traditional
philanthropy — dorating a portion of profits
to meningful causes — has s limies,” he
says. "By connecting business success with
social progress, companies establish a clear
relationship between being  successful and
doing good.”

In addition to donaring a portion of their
procecds 1o nonprofits and patient advocacy
groups, companies are providing education,
training, and improved care. “Transforming
business practices around shared value gives
purpose to the corporation,” Mr. McEllen
says. “In roday’s business environment, where
the bottom line often rules our thoughes and
priorities, ensuring thar che greater good s
also top of mind guarntees more sustainable,
long-term success.”

A couple of decades ago, the main driver
for che industry was profics. “There was licee
space for anything else,” Mr Jagickski says,
“The bettom line is still relevant, since a bank-
rupt business is wseless, but today che pharma
indusery is recognizing thar there must be a
principle guiding our work. It is cerrinly not
casy, and it involves making strategic chowes

was able to foursh, and che LS. auro indusery
was able ro compete with cheaper and more
fuel-efficient cars from Europe and Japan. The
catalyst for the auto industry was emissions
regulations and oil prices, not too dissimilar
from some of the regulatory pressures and
rising drug prices that the life-sciences space
is facing roday.”

Similar clements may be required for long-
term sustainable advantages o reinvent cor-
porate vision for shared value. “Corporate
curiosity macrers,” Mr. Osman says. "Com-
panics thar foster a culture of questioning the

Moving forward, economic impact
will be defined less by the value of a
specific patient population, and more
by the number of people a company
can impact and how frequently.

RANDALL HEIN
Advarra Consulting

thar mighe seem counterintuitive, but it is in
our best long-term interest 1o msume a wider
understanding of value than the previous para-
digm limiting ro profic.”

In roday’s business environment, specifi-
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The bottom line is still
relevant since a bankrupt
business is useless, but
today the pharma industry
is recognizing that there
must be a principle
guiding our work.

MIKE JAGIELSKI
KCR

status quo are often those with best-of-breed
innovation and performance. Business models
wre changing and an ethos of willingness to
adapr regardless of uncertainty is important,
The market is changing and competitors are
roo; holding out oo change is a sure-fire way
00 EXTINCTIN.”

Philanthropy and corporate citizenship are
very important responsibilitics and actions of
any organizarion. However, these activities ane
not directly integral (o an organization’s o=
nomic model and often involve independent
sctions thae are not linked with ocher industry
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(reating Value

People are now
beginning to realize

we must reshape and
balance our business
practices with social
responsibilities and we
had better do it quickly if
we intend to realize sales
and profit objectives.

DREW DEETER
DeeterUSA

partners, Mr. Hein of Advarra Consulting,
says just as organizations function best when
working toward a common goal, industries
may function more efficiently by focusing on
shared value.

Mr. Hein believes shared value beging by
looking at broader research needs and chal-
lenges char impact the efficiency and qual-
ity of research, which ulimarely influences
the creation of better trerments for discase.
“Shared value often means having the ability
w share or exchange information betwemn
organizations as well as the ability o lever-
age data from wvarious sources to make che
drug development process more efficient and
productive,” he says. “The recent growth of
patient and patient advocate involvement in
climical trial development is a grear example of
how shared value can improve the business of
rescarch while also nurturing a more inclusive
healthcare environment.”

Biopharma and biotech companies regu-
larly engage in partnerships with advocacy and
community groups around the world, which
is just one aspect of creating shared value and
developing trust, Oxurion, which focuses on
initiarives o fght blindness in communicics
around the world, believes these initiatives
and partnerships with advocacy groups add
concrete economic value to the company and
sharcholders. “Partnerships with  advocacy
ErOuUps INCICAse OUr ACCess (0 patient commu-
nities and enable us to berrer understand their
nevds as well as give us the opportunity (o po-
rentially recruit more patients into our clinical
trials,” Dr. De Haes says. “Further, our proven
track record of fighting blindness arcund the
world increases clinicians’ crust in our ability
to develop drugs o proserve patients” vision,”

Shared value, Mr. Jagiclski believes is cen-
tral for the succas of organiztions in woday’s
business ervironment. “Take patient-centric-
ity as an example,” he says. “The objecrive of
our work o8 a CRO is to prolong and improve
the lives of people. Once it is understood chat
patients are at the core of clincal rescanch, we

Creating shared value allows all
stakeholders to redefine productivity
and develop a process that allows

all patients to get medications ata
reduced cost while still maintaining
corporate growth and innovation and
providing shareholder value,

SAM OSMAN
Cenduit

start articulating every activity around this
principle.”

Creating Models for Shared Success

Ar Oxurion, the company’s current busi-
ness model consists of a core public health
COMpPOnEnt.

“We are committed to incroasing access to
therapics for patients in underserved commu-
nities around the world,” Dr. De Haes says.
“It is also our goal 1o ensure patients with rare
retingl disorders have equal access (o innova-
tive therapics. For example, we partnered with
Prevent Blindness ar the 2018 Focus on Eye
Health National Summit to facilitate dialogue
around public health ssues including vision
less. We have also partnercd with Retina
Global, an organiztion with a mission to save
the world from blindness, specifically related
to retinal disorders, Furthermore, we actively
engage in policy discussions with the govern-
MENE (0 INCICESe paticnt a00ess [0 Vision-pre-
serving therapics for conditions affecting the
back of the eye.”

Mr. McEllen outlines three essential el-
ements needed for life-science companics to
creare shared value: a long-term vision, proper
rewards systems, and execution in strategic
arcas. “Implementing shared value begins with
senior leadership crafting an explicic vision of
the company as an engine for creating it, in-
cluding the rationale behind it,” he says. “Af-
terward, key ssues are prioricized and agreed
on with all members, and buy-in s obrained
through participation. To sustain this vision in
an environment where short-term profic levels
and current share price are the dominant fac-
tors in determining compensation, a manage-
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mene system that rewards long-term chinking
and performance is needed.”

While led from the top, engaging man-
agers from across the company in creating
shared value is essencial, as it is generared ar
the business unit level. “This will nor occur
overnight,” he says. “To support adapration,
companics should identify and communicate
early successes o help maintin momentum,
track progress against goals to keep initiatives
on track, and constantly recalibrace and update
strategics based on new information. Shared
value encourages social responsibility, bur also
business profits. To ensure new implementa-
tion is beneficial for the business, leadership
should integrate shared value in proven key
elements that support the businss strategy,
review existing business strategies, and asscss
them against their business and social value o
develop a landscape of oppoertunitics. By com-
paring opportunitics against a set of expecred
business and social ourcomes, companics can
prioritize the feasibility of their shared value
objectives,”

Mr, Osman says if the industry was asked
to grade iself on whether it's gonen drugs
o market sooner for patients and made those
drugs cheaper, it would be hard-pressed o
give itself an A, “The concepr of mutual ben-
eht may not be ws radically embraced within
life sciences as iv is within other industrics,”
he adds, “Innovation and services scem o be
at odds and a view that one cannibalizes the
other when, in fact the two go hand in hand.
Flawless service delivery s underpinned by
effective leveraging of technology. Creation
of shared value requires murual benefic and
focus on a better end state versus protection
of near-term margin, Troe shared value is
created when we have the fAexibility o chase
every disease versus chasing the ROI on which
molecules o advance.”

Mr. Jagiclsk: says by adopeing an approach
that considers the interest of all as your own
interest, you force yoursell to be more inno-
vative and creative in the way you approach
problems. At the same time, you give yoursell’
the opportunity to implement solutions that
require cooperation and joint work with other
organizEcions and enticies char would be other-
wise impossible to pursue,” he says.

Mr. Osman says his company’'s vision
focuses on absolute principles — tenets thar
wouldn't change annually or were based on
perceived markee forces, “Rather chan tying
ourselves to specific technologics or approaches
we focus on the patient first, and the deliv-
ery of care,” he says. “Whether we live in an
iPhone or Apple Warch world 20 years from
now, how we create shared value both up-
stream and downstream all che way to the
patient is whar drives our decisions.”
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