MARKETING AND PROMOTION
OF MEDICINES:

RESEARCH » PROG RC"S * HOPE

4 Things You Need to Know

The marketing and promotion of innovadtive biophﬂrmuceuticqis is a highly regulated
activity thot benefits pmttents supports the health care system and hel.ps reinforce
resedrch and development (R&D) and innovation. Below are four facts that are
important to recognize when considering biopharmaceutical marketing and promotion.

1. THE Q%@PHARMA@&&?EC&L iNDUSTRY SPENDS S@iGNE?iCANTL‘( MORE ON
R&D THAN ON MARKETING AND PROMOTION.

The blopharmaceutical sector is among the most research-intensive of all sectors of the economy, spending tens
of bitlions of dollars on R&LD euch year. Comparsons of spending on R&D versus marketing and promotion are
often misleading and grossly overstole marketing and promotion spending, Inflated estimates of marketing and
‘promotion spending have propagated the false Impression that the biopharmaceutical industry spends more on
marketing and promotion than on R&D,

Accurate comparisons prove the opposite to be true, Recent data itlustrates that U.S. biopharmaceutical

companies spend roughly three times more on R&D ($90.5 bitkion In 2018} than on marketing and promotion
© ($284 billion in 2016}, cccording to a recent study In the Journal of the American Medical Association (JAMAYR!

Biopharmaceutical RE&ED Is 3k Greoter Than True Marketing and Promotion Expenses
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Sources: Researchlmerlen, U.S, Invastments In medical and health research ond development, 2013-2017, Fall 2018 (for RE&D eslimate),
Schwartz LM, Woleshin 3. Medical marketing in the United States, 1997-2016. JAMA. 2019,321{1):80-86 (for marketing and promoticn estimata},




What Is driving critics’ often inflated and misleading estimates? According to the late Princeton professor Uwe
Reinhardt, “.the [selling, general, and administrative] category reprasents many ekpenses other than selling
expenses and should not b_'e seen gs an estimate purely of cutlays on marketing, as the industry's critics
occustonatly do."? These types of e‘ex;ﬁenses are encountered by nearly every industry that manufacturers,
distributes and/or sells a product, regardless of — and unrelated o - marksting and promotion activities,

Reported sales, general and administrative (SG8A) expenses required in companies’ U.S. Securitles and Exchange

Commission (SEC) filings but which are unrelcded to marketing and promotion can inchide: shipping and distribution, |

rent, office furniture and supplies, utilities, salaries and cmmpenscstiﬁn repalrs of equipment, postage, printing,

overhead and other overly brood expenses.

More accurate estimates of
hiopharmaceutical company
marketing und promotion expenses
focus on activities such as consumer-
directed adverlising and promotion,
product-specific advertising to health
care professionats {HCPs), direct
prometional communications with
HCPs and speaker programs, it is
aiso reasonabie to Include o fair
share of sataries and overhead

cosis assocloted with these activities.

UNVESTMENT IN RED 13 $TQEN®YH§N5§} NOT DIMINISHED ~ BY MARKETING

&Nﬁ PROMOTION.

Marketing ond Promoticn

Other Activitles Unrelated
to Morketing and Promotion

' Siopharmeceutiml companles’ spending on morketing and promotion aclivities helps support sustainable
invesiment in R&D. Some critics attempt to overaimpl.lfg the accounting by viewing R&D and marketing and
promotion as o zero-sum gafie, where avery doilar spent on marketing is a dollar less that cen be invested
in R&D. The economics driving the innovative biophormaceutical sector do not work that woy.

According to Harvard University economist Joe Newhouse,

- "One sometimes hears it said that the Industry wcﬂld have mora money for R&D if it would cut down
its marketing costs. This comment reflecis misunderstanding of the economices of the industry. If a firm
did so, it would be less profitable and would ottract less capital for RED or would hove fewer internally

generated funds to Invest [In R&D]

To Hlustrate, recently published dota shows that R&D Investment grew significantly during the same time that other date
shows directto-consumer {DTC) advertising also grew (see below). In response to grecter public interest in heatth care
anid o revised regulatory framework from the U.S, Food and Brug Administration {(FDA), DTC.advertlsing spending rose

in the lote 18005, Meanwhile, In that same time period, R&D expenditures by PhRMA member companles intensified
sigrificantly, without any pouse or dip asseciated with the Intticl spike or graduel growth In DTG



R&LD Spending Hos Increased Significantly as DTC Advertising Investment Grew Gradually
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Seurce: PhRMA, 2019 PhRMA Annuat Membership Survey, July 2019 for R&D figures). Schwertz LM, Woloshin 8, Medical marketing in the United Stotes,
JOOV-2016, JAMA. Z019,321(11:80-96 {for ETC advertising estimates),

3. MARKETING AND PROMOTION BENEFIT ?&?EQNT& PROVIDERS AND THE
HEALTH CARE SYSTEM. ‘ '

DTC advertising has proven to benefit patients by rolsing disease awareness, removing stigma from certain conditions,
promoting adherence to medicine and encouraging productive patient-provider discussions. A recant survey of
consumers demornstrates the positive contributions of DTC advertising to potients’ awereness of conditions and
treatments, Including that DTC ads: allow peopte to be morg involved In their health care, alert people to symptoms
related to medicol conditiorss and tell pecple about new treatments. The survey also found that nearly two-thirds

of respondents reported that DTC advertising reminded them to take o speciic action to manage thelr health care,
Including fo schedule an appointment with a physician, recelve o preventative vaccine or refill a prescription.®

DTC Advertising Increases Awareness of Conditions and Treatments

How Strongly Do You Agree or Disagree with Each Statement? Percentage Who Agree with Each Statement
{Survey of consumers, N=1564, Apili 2017)

DTC ads silow people 1o be more involved In their heslth care

DTC aels alart paople fo3 symptoms that are related to a
madical condition they may have

DTC ads tell people about new treatments

Souree! Princeton Survey Research Associctes international, *2017 Birect to Consumer Advertising Survey,” Aprit 2012,

These findings echo u prior landmark survey by the FDA, which concluded that “bly and targe, DTC advertising seems
1o Increvse {pdiients‘] awareness of conditions and treatments, motivate questions for the heatth care provider, and help
patlents ask better questions,™ DTC advertising also promotes overall care inltiation. A 2019 study found that, due to
DTC advertising, people belween the ages of 40 to 60 were more likely to have visited o health care provider?



in addition to reminding people to visit their health care provider, DTC advertising can serve as a helpful reminder
for patients to take thelr medicinas. One recent study found that “disease-specific DTC advertising con help people
remember to take their prescription medication when viewed, which may lead to more positive medication-taking
behavior and increased medication adherence.” iImproving medication adherence can lead not only to better

~ health outcomes for putients, but ulso to significant savings for the broader health care system. Experts estimate
that betier use of medicines could eliminate up to $213 bitlion in U.S, health care costs mmualig, representing 8%

of the nﬂﬂen s health care spending.? :

" Blophdrmaceutical companles also share Information directly with health care pmfeséloncrls. These communications
are imporiant for sharing the latest information on new medicines with prescribers, including the benefits and risks of
medicines, new clinical studies and data, new dosing information ond emerging safety and risk information,

Timely aceess to this information helps all stakeholders inthe health care system, especlally physicians, to dellver'
the most effective pattent care possible, A KRC Research survey found that most physicians recognize and vaiue
contributions made by these companies and their representatives, finding this information up-to-date, timely and useful®

Physiclons Report a Ronge of Benefits from Marketing and Promotion

Physicians Say Interactions with Blopharmaceutical Company Representatives Hels Therﬁ To:
(QEB-62, Base size: N= 5{}2)

Learn about known potentlal side effects of meticines
Learh about new Indications for medications and trestments

Leam shout berefits ard risles of med c&tiuns and treatmenis

Hawes the opporiunity to provide feedback to & pharmaceuimaE
company about a specific medicine or treatment

Saurce: KRG Research. “Survey of Physlcmns About Pharmaceutical and Blotech Research Compony Activities and information.” Wushingtﬂﬂ,
DC KRC, February 2014. :

Marketing and Promaotion Do Mot Lead o inappropriote Prescribing

Itis important to note that, although most physicions appreciobe information from biopharmaceutical
companies, they do not use -it in Isolation. A recent KRC Ressarch survey found that physiclans prescribed
for each of thelr patients based on thelr professional judgement as walt as edch patlent's clinfesl sftuation
and indhvidual nesds. Nomely, e survey found that the number ene fector in prescribing declsions was o
physician’s own clinicol knowledge ond experience. '

F"vurthermore, DTC ads do net incredse inappropriate prescribing and, in fact, have been found {o promote
competition, A 2017 study found that DTC ads within a specific drug class increased sales of non—ﬂévertised,
competitor products within the same class™ Another recent study of women with breast concer found that
DTC govertising resulted in increosed appropriate prescribing cnd no signlﬂccmt change In prescribing to
younger women who woukd not benefit?




4, MARKETING AND PROMOTION ACTIVITIES ARE HIGHLY REGULATED B
THE FDA, AND COMPARNIES DEVOTE SIGNIFICANT RESOURCES TC ENSURE
RESPONSIBLE AND TRUTHFUL PROMOTION, | B

The FDA closely regulates marketing and promotion to help ensure materials are accurate and non-misleoding,
and Include o “fair bolance” of the product’s benefits and risks. The FDA's Office of Prescription Drug Promotion
' (OPDP) oversees biopharmaceutical marketing and pro%notion activities, Through is enforcement of the Federal
Food, Drug, and Cosmetic Act and regulations, as well us iis guidance to industry and routine monitoring
activities, OPDP helps ensure, among other things, that prescription drug ads do not omit material focts,
including risk information.

in addition to the drug e 4
* advertising oversight .
by the FDA, PhRMA s :
hos issued o Code and .
Guiding Principles that %ﬂiﬁi
provide guidelines for - = —— 4
companies’ promotianal = G s
communications.
Signatories to the PhRMA
Code on interactions with
Healith Care Professionafs?
incicate thelr commitment
to following the highest
ethicol stundards as well os
all legal requirements, and

A GUIDING PRINC
ECT TO CONSUMER ADVERTISE
ARCUT ?RESCR[PTIDP! MEDICINE

certify annuatly to having

policies and procedures in _
place to foster complionce with the requirements of the FhRMA Code. Additlenally, PhRMA members have

atl voluntariiy signed onto the Guiding Principles on Direct to Consumer Advertisements About Prescription
Medicines, which offer guidelines for enhancing the educationol value of DTC advertisements These are
designed to ensure that DTC adveriisements and company interactions with heolth core providers communicaie
sclerdifically-oceurate informaotion that helps educate and support patients cnd providers, '

Read more on the industry’s contributions ot hitps:y//www.phrme,org/,




@ﬁ&ﬁﬁi&i@&

1. ResearchlAmerica. U.S. investments in medical and heaith research and development, 2013-2017, Fall 2018 (for R&D
estimate). Schwartz LM, Woloshin S. Medical marketing in the United States, 199%2016. JAMA, 2019;321(1):80-96
{for marketing and promoﬁon estimate).

2, UE. Relnhardt, “Perspectives on the Pharmaceutical industry,” Heatth Affairs 20, ne. B {September/October 2001

- 136-149,

3. J. P. Newhouse, “How Much Should Medicare Pay for Drugs?" Health Aiffairs, 2004,

4. PhRMA. 2018 PhRMA Annual Membership Survey. July 2019, hitps:/fwwwe.nhrme, mra!Re@oﬂfzmg PhiRMA- Anﬁuai-
Membership-Survey ‘

5. Princeton Survey Research Assoclates International, 2017 Direct to Consumer Advertising Survey,” April 2017,

6. Food and Drug Administration, "Patlent and Physician Attitudes and Behaviars Assoclated with DTG Promotion
of Prescrlptlon Drug — Summary of FDA Survey Research Resuéts " November 19, 2004, hitps//www.ifda.gov/
media/f12016/download

7. Elsenberg, M, et al, Spilicver Effects From Direct-to-Consumer Advertising of Prescription Drugs. ASHE Conference
2019, June 26, 2019, hitpsi/ashecon.confex. comfashec:cmf201@;’wabmwmmi%ymws{) bml

8. Bhutada NS; Rollins BL. Disease-specific dlrect~t0~consumer advertising for reminding consumers to take
medications. Joumnal of the American Pharmacists Assoclation; JAPRA, B5(4):434-7, 2015 .!ul Aug

9. IMS institute for Heaithcare Informatics. Avoidable costs in U.S, healthcare: the $200 biltion opportunity from using

medicines more respoensibly. June 2013. : :

10. KRC Rasearch, “Survay of Physiclans About Pharmaceutical and Biotech Research Company Activities and
information.” Washington, DC: KRC, February 2014, ' ' _

. Sinkinson M; Starc A. The Review of Economic Studies, “Ask Your Doctor? Direct-to-Consumer Advertising of
Pharmaceuticals,” September 2017, htt‘ps:lfamdém%c.wrj;wmﬁ%mdladvanmmm’ticIe—abstrm:tldﬁﬁf‘im{}%frestudi
rdy001/4817081redirectedFrom=fulltext/

12. Abel GA, et al. Impact of oncology-related direct-to-consumer advertising: association with appropriate and
Inappropriate prescriptions. Cancer, 2013;118(5%1065-1072.

13. Pharmaceutical Research and Manufacturers of America, “Code on Interactions with Health Care Professtonals,”
February 2017, himzﬁwww.phrma.craicadeswand»qui{ieﬁinesimde-on-intemﬁﬂons-wéthmheafihvcam»wmf%&ianalg

4. Pharmaceutical Research and Manufacturers of Amerlea, Guiding Principles: Direct to Consumer Advertisements
About Prescrlptzon Madicines, {Washington, DC: PhRMA, 2008). hitpa: /J’WWW phiima, omf’mdes and-guidelines/
d1rect-iw:cmﬁtlmaz’wadwmmmfi principles :




