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Developing a Resource Allocation Model for New Product Launches
at a Fortune 50 Pharmaceutical Company
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Background

One of Finstru’s team members, as part of the FP&A (Financial Planning & Analysis) function at
a Fortune 50 pharmaceutical company, was tasked with optimizing the allocation of resources for
the launch of new pharmaceutical products. With significant investments at stake, the success of
product launches depended on precise financial planning, efficient use of resources, and clear
visibility into key financial metrics.

To address these challenges, the FP&A team developed a resource allocation model utilizing
sophisticated allocation algorithms. This model enabled the company to strategically allocate
resources for sales force promotions, marketing investments, and product lifecycle
management, providing the financial and operational insights necessary to ensure successful
launches and sustained profitability.

Challenges
Before implementing the model, the company faced several issues:

e Uncertainty in resource allocation: Without a clear framework, allocating funds across
sales force efforts, marketing campaigns, and other promotional activities was
inconsistent, leading to overspending in some areas and under-investment in others.

o Difficulty in forecasting peak sales and break-even points: Accurately predicting
when a product would break even or reach its peak sales phase was challenging, which
affected resource planning and profitability forecasting.



e Product lifecycle mismanagement: Understanding how carryover sales from the
product’s lifecycle could influence future sales was crucial but was often difficult to
gauge with existing financial tools.

Solution: The Resource Allocation Model

The FP&A team was the driving force behind developing a comprehensive resource allocation
model. This model provided real-time visibility into the financial and operational metrics critical
to managing new product launches.

1. Sales Force Promotional Grid and Investment Management:

o The model incorporated algorithms that optimized resource allocation for
the sales force promotional grid, ensuring that investment in sales efforts was
aligned with the market demand and the projected sales potential of each new
product.

o Italso accounted for promotional investment in marketing activities, ensuring
that the marketing budget was efficiently distributed across channels, maximizing
reach and effectiveness without overspending.

2. Carryover Sales from Product Life Cycles:

o The model evaluated carryover sales from the product’s lifecycle, which allowed
the team to forecast how the momentum from older products would impact the
new launch. This was essential in determining how much investment could be
reallocated or retained in certain areas.

3. Profitability Contributions from Sales and Marketing:

o By assessing the profitability contributions from both the sales force and
marketing, the FP&A team ensured that resources were allocated where they
generated the highest return. This insight enabled the company to make informed
decisions about where to cut or increase spending during the product launch
process.

4. Break-even Point and Peak Sales Forecasting:

o A key feature of the model was its ability to forecast the break-even point for
each product, helping the company understand how much time and investment
were needed before generating profit. This was instrumental in managing
expectations and planning for cash flow.

o The model also predicted peak sales, helping the company plan resources and
promotional activities around the product’s highest revenue-generating phase.
This insight ensured that the business maximized profits during the product’s
lifecycle.

Outcomes and Benefits
The resource allocation model led to several key improvements:
o Improved Resource Allocation: By utilizing allocation algorithms, the FP&A team was

able to precisely allocate resources to areas that offered the greatest returns, minimizing
waste and ensuring that investment in sales and marketing was optimized.



e Visibility into Financial Performance: The model provided real-time visibility into
critical financial metrics, including promotional investments, sales force efficiency, and
lifecycle management, ensuring that the company could adjust strategies based on actual
performance.

e Optimized Investment: The model’s insights into investment needs helped the
company strike the right balance between promotional activities and resource allocation,
resulting in a more cost-effective approach to product launches.

e Accurate Break-even and Peak Sales Forecasting: Predicting when products would
reach break-even and peak sales enabled the company to manage resources efficiently,
ensuring that promotional efforts were ramped up or scaled down at the right time to
maximize returns.

o Lifecycle Management: Understanding how sales from a product’s lifecycle carried over
into new launches allowed the company to better manage resources and plan for future
launches.

Conclusion: FP&A-Led Success in New Product Launch Management

The development and implementation of the resource allocation model by the FP&A team were
instrumental in ensuring the financial and operational success of new product launches at the
Fortune 50 pharmaceutical company. The model’s data-driven approach allowed the company to
optimize resource allocation, predict break-even points, and manage the lifecycle of new
products effectively.



