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USUAL RISKS FOR A STANDARD BUSINESS :  
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The 10 most common reasons for start up failures : 

 
• Solving an interesting problem instead of solving problems of a real 

market need 

• Lack of cash bad management of resources 

• Not the right team 

• Too much competition, being blind to what happens elsewhere 

• Inadapted selling price and poor economic model 

• Bad product because of ignorance of the basic needs of customers 

• Bad marketing strategy 

• Ignorance of customer feedback 

• Bad timing either marketed prematurely or too late 

• Regulation changes (it takes few years to adapt the products to new 

regulations) 
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The 10 most common reasons for biotech start up failures : 

 
• risks of misconceiving the technology  

• risks of failure at any point in time at each clinical stage  
• risks of not meeting the regulations needs in some countries 
• risks of global economic or regulatory  events influencing the obtention of the 

MA 
• risks of competition developing a better product or launch on the market earlier 
• risks of withdrawal of the drug by authorities and the stopping of the 

exploitation at any point in time (for instance authorities suspect a compound to 
be dangerous inside the drug ) 

• risks of doctor's errors  in the prescription of the drug  
• risks of death of patients  due to drug incompatibilities 

• IP and legal risks 
• Risks of overspending in R&D 
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LEGAL RISKS :  
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Genentech (US subsidiary of Roche) filed a lawsuit against Pfitzer 

blaming it for the violation of 40 of it’s patents, one being a patent on 

it’s 3 anticancers flagship HERCEPTIN. 

 

HERCEPTIN generates around CHF 2.5 billions (5% of Roche’s 

revenues) 

 

Risks estimated by financial analysts is at about $ 4 billion due to the 

arrival of cheaper versions of HERCEPTIN RITUXAN and AVASTIN 
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10 

© ALAIN KAISER                               6th FEB 2019 

 

Biotech negociates with a Big Pharma a 10% Royalty rate and Big 

Pharma will spend all R&D and clinical studies for Phase III and will 

assume the MA expenses. 

 

Legal Analysis revealed that the Biotech patents are dependent on a 

patent belonging to another Biotech KYO 

 

Biotech valuation depends on : the negociation with Bigpharma for 

the whole technology and the negociation with KYO for the 

exploitation of KYO patent 
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CLINICAL PHASES RISKS FOR A 
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• Famous DiMasi statistics : « risks in new drug 

development » 
• https://clinicaltrials.gov/ct2/resources ClinicalTrials.gov 
• http://guides.lib.uw.edu/hsl/data/findclin Health Science 

Library Univ Washington 
 

 

• And many others 
 

 

 

https://clinicaltrials.gov/ct2/resources
http://guides.lib.uw.edu/hsl/data/findclin
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• Classic NPV 
• rNPV 
• Monte Carlo Simulation 
• Decision Tree Analysis 
• ROV 
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CLINICAL PHASES RISKS FOR A BIOTECH 

: NPV high discount rate 
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VALUING A Biotech with ROV :  
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 What ROV does : 

 
• Flexibility in changes of management decisions 
• Better measurements of risks 
• Better adapted to high investments and long term returns 
• Take into account the uncertainty 
• Take into account strategic decisions 
• Incorporates the possibilities to abandon the project 
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Thank you for your attention 

ak@iptrust.fr 

 

Tél : (+33) 06 69 58 11 15 

 

IP TRUST 2 rue de Clichy PARIS 9ième FRANCE 

« L’évaluation des droits de propriété industrielle »  
Chez LEXTENSO- 2014 

«  l’évaluation financière des actifs technologiques » 

Chez LGDJ- 2019 
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