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PHARMA TRAX
SALES, MARKETING,
AND R&D TRENDS AFFECTING
THE HEALTHCARE INDUSTRY 

GENERICS SECTO R
Ex pe cted to Double 
by 2007

Ac co rding to Dat a m o n i to r, by 2007 the generi c s
m a rket is ex pe cted to be valued at $57 billion, m o re

than tw i ce its estimated value of $27
billion in 2001. Re s e a rchers at the
co m p a ny conclude that the generi c
m a rket will co ntinue to be highly
f ra g m e nted with many of tod ay’s
leading companies ex pe cted to lose
m a rket share during the next five
ye a r s ; in 2001 the leading co m p a ny
held just 5.5% of the marke t.

Dat a m o n i tor re s e a rch suggests
t h at success in the generics marke t

will be dri ven by seve ral key strate g i e s : a focus on
h i g h - value R&D within the generics business; t a rg e t-
ing spe c i a l ty generi c s, s u pe rg e n e ri c s, and biog e n e r-
i c s ; an inte rn ational expansion strate gy; boo s t i n g
revenue po te ntial by new market pe n e t rat i o n ; and a
m ove towa rd pro p ri e t a ry R&D.

Solid Growth Pre d i cte d
for S T RU C T U RAL AND
F U N C T I O N A L
GENOMICS MARKET

The new and emerging te c h n o l og i cal process of
s t ru ct u ral genomics is changing re s e a rc h e r s’ u n d e r-
standing of biolog i cal sys te m s. The process invo l ve s
the dete rm i n at i o n , a n a l ys i s, and dissemination of
t h ree-dimensional stru ct u res of macro m o l e c u l e s,

including pro teins and RNA molecules. Wo rl dw i d e
s t ru ct u ral genomics growth is substantial and fo re-
ca s ters at Fro nt Line St rategic Consulting Inc. ex pe ct
a 32% co m pound annual growth rate for the marke t
d u ring the next five ye a r s.

The stru ct u ral view of macromolecules have the
ca p a c i ty to increase co m p rehension of molecular

f u n ctions and inte ra ct i o n s. St ru ct u ral genomics
te c h n o l ogies are divided into four cate g o ri e s :

nuclear magnetic re s o n a n ce, X - ray crys t a l l og-
ra p hy hardwa re, co m p u t ational appro a c h e s,
and discove ry plat fo rm s.

One impo rt a nt application for stru ct u ra l
genomics is in drug discove ry and deve l o p-

m e nt where the pharm a ce u t i cal industry is
pursuing human pro teins as targets and the
a b i l i ty to access three-dimensional macro-
molecular stru ct u res that can acce l e rate dru g

d i s cove ry. These factors are ex pe cted to co n-
t ri b u te to the growth of this marke t, with U.S.

sales ex pe cted to reach 70%, Eu ro pe at 20%, a n d
Japan at 5% in total revenue during the next five
ye a r s.

I nte rnet is NO LO N G E R
CONSIDERED 
“A LT E R N AT I V E
M E D I C I N E ” for 
Am e ri ca n s

Ac co rding to a study released by Ma n h at t a n
Re s e a rc h , Am e ri cans have embra ced the Inte rnet as
a source of healthca re info rm at i o n .The study re s u l t s
build on eight years of trend data and illustrate the
co ntinued evolution of the Inte rnet and how it is
being inte g rated into the healthca re delive ry sys-
te m .

Among the study’s findings is that the impact of
the Inte rnet in health extends well beyond the indi-
vidual Inte rnet user accessing online health info rm a-
tion and re s o u rces into their “zone of influence,”
which often includes their childre n , s po u s e s, a n d
e l d e rly pare nt s. Cu rre nt data show that 63.3 million
Am e ri cans act i vely use online health re s o u rce s, a n d
124.7 million are dire ct l y, or indire ct l y, i n f l u e n ced by
e-health in to t a l .

In addition,the po p u l ation of consumers seeki n g
d rug info rm ation online surged ahead in 2002, w i t h
24.7 million consumers stating they have searc h e d
for drug info rm ation online during the past thre e
m o nt h s. This increase is dri ven in part by the grow-
ing number of online re s o u rce s, and by general co n-
sumer adve rtising (i.e. , te l ev i s i o n ,p ri nt) driving co n-
sumers to the Web for more info rm at i o n .

Consumers also we re found to rely pri m a rily on
s e a rch engines to start their online journ ey when
s e e king health info rm at i o n , as opposed to going
d i re ctly to the targ e ted We b s i te.Although the use of
leading health po rt a l s, such as We b M D, i n c re a s e s
each ye a r, consumers are placing a high level of

i m po rt a n ce on search engines, such as Ya h oo! and
Goog l e.

In addition to their increased te n d e n cy to searc h
for additional info rm ation after seeing an offline
a dve rt i s e m e nt for a pre s c ription medicat i o n , e -
health consumers are much more likely to take
a ction offline, such as visiting a phys i c i a n , co n s u l t i n g
with a pharm a c i s t, or calling an 800 numbe r.The lat-
est data show that e-health consumers are 2.3 times
m o re likely than offline consumers to request a pre-
s c ription drug by name from their phys i c i a n .

“ Last ye a r, the focus was on the evolution of e-
h e a l t h ,” s ays Ma rk Ba rd, p re s i d e nt of Ma n h at t a n
Re s e a rc h . “This ye a r, the mant ra is inte g rating e-
health back into healthca re. From the po i nt of view
of the co n s u m e r, the Inte rnet has alre a dy be come a
c ri t i cal re s o u rce when re s e a rching health info rm a-
t i o n ,m a king decisions about tre at m e nt options, a n d
i nte ra cting with health pro fessionals and org a n i z a-
t i o n s.Howeve r,m a ny health and life - s c i e n ces org a n i-
z at i o n s, p h a rm a ce u t i cal companies included, h ave
yet to re a l i ze the full po te ntial of marketing to this
d i s p ro po rt i o n ately valuable segment of the po p u l a-
t i o n , and the co m pe t i t i ve adva ntage of inte g rat i n g
the online co m po n e nt back into the ove rall busi-
n e s s.”

Bl oc kb u s ter Dru g s
NEED FINANCIAL 
AND STAFFING 
I N V E S TM E N TS,
St u dy No te s

Ac co rding to a study by Cutting Edge Info rm a-
t i o n , s t a rving po te ntial bloc kb u s ters is one of the
worst mistakes a pharm a ce u t i cal co m p a ny ca n
m a ke, and most companies are not spe n d i n g
enough on marke t i n g. The study shows that to p
companies increase marketing spending by 400% to
500% during Phase III. Staff headco u nts alone
i n c rease by 150%. Ph a rm a ce u t i cal brand te a m s
s pend 80% of their co m m e r-
c i a l i z ation marketing bud-
gets in Phase IIIa and prod-
u ct launch act i v i t i e s.

In addition to incre a s e d
s pending to suppo rt mar-
ke t i n g, the study found that
the market planning func-
tion re ce i ves the gre ate s t
pe rce ntage of team mem-
bers — 42% of the to t a l
staffing by function. This
co re are a , which houses the brand team and ce nt ra l
co m po n e nts of brand leadership, re q u i res head-
co u nts and employees up to the task of coo rd i n at-
ing and executing brand strate gy.

The market re s e a rch function occupies the sec-
ond slot with 21% of total functional staffing.Ma rke t
re s e a rc h , whether ope rating during early stages or
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setting the scene for affiliate launches, a rms phar-
m a ce u t i cal marke ters with cri t i cal info rm ation to
d i re ct brand strate gy.

“St a rving po te ntial bloc kb u s ters is one of the
worst mistakes a pharm a ce u t i cal co m p a ny ca n
m a ke — and most pharma companies are n’t
s pending enough,” s ays Jason Ri c h a rd s o n , Cu t t i n g
Edge Info rm at i o n’s CEO.“Companies must double or
t riple their pipeline success to keep up with the
co m pe t i t i o n .”

Di re ct - to - Co n s u m e r
Awa reness Up,
SPENDING DOW N

Ac co rding to a Ma rket Me a s u re s / Coz i nt study,
d e s p i te the slowd own in dire ct - to - consumer adve r-
tising spe n d i n g, D TC awa reness across all disease
s t ates has incre a s e d, with 75% of suffe rers re ca l l i n g
h aving seen an adve rt i s e m e nt for their co n d i t i o n .

Ac co rding to Ma rket Me a s u re s / Coz i nt’s 2002
D TC Mo n i tor re po rt, a bout 90% of suffe rers in eight
cate g o ries are awa re of adve rtising for their co n d i-
t i o n . These high-awa reness cate g o ries include ere c-
tile dys f u n ct i o n , a l l e rgy, a rt h ri t i s, e s t rogen re p l a ce-
ment therapy, gastrointestinal disorders, high
c h o l e s te ro l ,o s te o po ro s i s, and HIV/AIDS.

In addition, the re po rt found that for the first
time in 2002, 20 pharm a ce u t i cal brands achieve d
awa reness levels exceeding 50%, co m p a red with 14
in 2001 and six in 2000.

D TC is realizing these significa nt awa reness gains
at the same time DTC spending is slow i n g. D TC
s pending increased by only 8% in 2001— a signifi-
cant decline from the 77% growth recorded
be tween 1998 and 2000. For the first half of 2002,
companies spe nt $1.3 billion on DTC — slight l y
be l ow the $1.4 billion inve s ted in DTC during the
same pe ri od last ye a r.

If spending co ntinues at the same rate, total DTC
s pending for 2002 is ex pe cted to reach $2.6 billion
— a slight increase co m p a red with the 2001 total of
$2.5 billion. D TC spend is not only slow i n g, it also has
been found to be come more co n ce nt rated in spe-
cific cate g o ries (see chart ) .

Ma rket Me a s u re s / Coz i nt re s e a rchers also fo u n d
t h at heavy spending does not nece s s a rily tra n s l ate
i nto high co nt a ct rate s. Although doctor co nt a ct s
as a result of dire ct - to - consumer promotion are on
the ri s e, two of the cate g o ries with the highest DTC
s pend — allergy and high choleste rol — show the
l owest co nt a ct rate s.

Al l e rgy, with a co nt a ct rate of 12%, and high
c h o l e s te ro l , with a co nt a ct rate of 8%, a re far be l ow
the 22% ave ra g e, d e s p i te heavy DTC spending in
these classes.These findings are co n s i s te nt with the
D TC Mo n i to r’s histo ri cal trend dat a , which show
t h at cate g o ries with asympto m atic co n d i t i o n s, a s
well as those with strong ove r - t h e - co u nter co m pe-
t i t i o n ,g e n e rate low co nt a ct rate s.

The study also revealed that although te l ev i s i o n
a dve rtising at t ra cts the most DTC dollars, m a g a-
zines generate the highest re s po n s e. Be tween Ja n-
u a ry and June 2002, p h a rm a ce u t i cal co m p a n i e s
s pe nt $855 million on TV co m m e rc i a l s, re p re s e nt i n g
67% of total DTC ex pe n d i t u re s. Magazines we re the
s e co n d - c h o i ce medium for DTC adve rt i s e r s, with a
s pend of $369 million — or 29% of the total — in
the first half of 2002. Although TV ads at t ra ct the
bulk of the dollars, magazine ads generate higher
co nt a ct rate s. In the first half of 2002, the co nt a ct
rate assoc i ated with magazine ads was 25%, co m-
p a red with a co nt a ct rate of 20% for TV.

Additional study results include the finding that
41% of pat i e nts who engage in DTC - d ri ven discus-
sions with their doctors request a pre s c ription fo r
the adve rtised prod u ct,a decline from the 2001 rate
of 47%.

D TC Mo n i tor co n s i s te ntly shows that pat i e nt s
a re much more likely to re ce i ve a pre s c ription for a
b rand when they explicitly request it.

In 2002, 71% of pat i e nts who asked for a spe c i f i c
b rand they saw adve rtised re ce i ved a pre s c ri p t i o n
for that prod u ct.

S N P G E N OTY P I N G
Ex pe cted to Pl ay K EY
RO L E i n L i fe Science s

Ac co rding to a re ce nt survey by Bi o I n fo rm at i c s
L LC , single nucleotide po l y m o rphisms (SNP) g e n o-
typing is ex pe cted to be a fast-growing segment of
the life - s c i e n ce marke t, as more than half of the
re s po n d e nts ex pe ct to increase their level of SNP
g e n o typing during the next 12 mont h s.

Applied Bi o s ys te m s, Af f y m e t ri x , Il l u m i n a ,O rc h i d
Bi o s c i e n ce s, Se q u e n o m , and Qiagen are the co m-
panies most closely assoc i ate with the fast-grow i n g
m a rket for prod u cts and serv i ces re l ated to SNP
g e n o ty p i n g.

Mo re than 540 re s e a rchers curre ntly study i n g
S N Ps we re surveyed for The Ma rket for SNP Prod-
u cts and Se rv i ce s : Enabling Ph a rm a cog e n o m i c s
re po rt.

“S N Ps are the focus of so much at te ntion in the
p h a rm a ce u t i cal industry be cause they provide a
powe rful approach to understanding the co n n e c-

tion be tween genetic va ri ation and its phys i cal man-
i fe s t at i o n ,” s ays Dr. Ta m a ra Ze m l o, senior science
a dvisor for Bi o I n fo rm at i c s.“ Understanding the role of
genetic va ri ation is ex pe cted to pro foundly change
our understanding of human disease and the pra c-
t i ce of medicine in the years to co m e.”

The enormous number of SNPs curre ntly be i n g
d i s cove red as a result of whole genome assoc i at i o n
studies is prompting industry to develop new te c h-
n o l ogies emphasizing ever-higher throughput and
cost effe ct i ve n e s s. At the same time, h oweve r, t h e
re po rt demonstrates that the prod u cts a scient i s t
c h ooses to dete ct mutations will va ry gre at l y
d e pending on the scale and scientific question he or
she is trying to answe r.

G AO Re po rt Finds 
Ph a rm a ce u t i cal 
Co m p a ny 
SPENDING ON 
R&D OUTPACES 
P RO M OT I O N A L
S P E N D I N G

A U.S. Ge n e ral Ac co u nting Of f i ce re po rt titled
FDA Ove r s i g ht of Di re ct - to - Consumer Adve rt i s i n g
Has Limitat i o n s, has dete rmined that pharm a ce u t i-

Du ring the first half of 2002, six thera pe u t i c
cate g o ries acco u nted for 55% of the industry’s
total DTC inve s t m e nt.

Al l e rgy — $260 MILLION
Ga s t ro i ntestinal disorders — $124 MILLION
High choleste rol — $109 MILLION
De p ression — $101 MILLION
Art h ritis — $82 MILLION
Asthma — $80 MILLION

BIG SIX CATEGORIES IN DTC

Mo re than 540 re s e a rchers curre ntly study i n g
S N Ps we re surveyed for The Ma rket for SNP
Prod u cts and Se rv i ce s : Enabling Ph a rm a cog e-
nomics re po rt :

ACC U RAC Y is the most impo rt a nt fe at u re
s o u g ht by 87% of scientists curre ntly pe r-
fo rming SNP genotyping in their own lab
Of the SNP g e n o typing methods ava i l a b l e,
62% e m p l oy S E Q U E N C I N G — a te c h n i q u e
t h at offers re s e a rchers the highest degree of
s pe c i f i c i ty and select i v i ty
27% of re s po n d e nts cited E X P E RTISE PRO-
VIDED BY THE SERVICE PROV I D E R as the
p rincipal reason for outsourcing SNP genoty p-
i n g
Cost per re a ction ( 7 3 % ), sample pre p a rat i o n
( 3 8 % ), and pro be / p rimer design ( 3 6 % ), a re
the MOST SIGNIFICANT LIMITATIONS o r
p roblems that lab/groups ex pe ri e n ce when
g e n o typing SNPs
Mo re than half ( 5 5 % ) of re s po n d e nts ex pe ct
TO INCREASE THEIR LEVEL OF SNP GENO-
TYPING in the next 12 mont h s

SNP GENOTYPING TO INCREASE
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cal companies spend billions more
on re s e a rch for new cures and
medicines than they do on their
a dve rtising and promotional act i v-
i t i e s.

The study found that pharm a-
ce u t i cal companies spend more on
R&D initiat i ves than on all drug pro-
motional act i v i t i e s, including dire ct -
to - consumer adve rt i s i n g. Ac co rd i n g
to industry estimate s, in 2001 phar-
m a ce u t i cal companies spe nt $30.3
billion on re s e a rch and deve l o p-
m e nt and $19.1 billion on all pro-
motional act i v i t i e s, which includes
$2.7 billion on DTC adve rt i s i n g.

Pharmaceutical companies,
h oweve r, h ave increased spending on DTC adve rt i s-
ing more rapidly than they have increased spe n d i n g
on re s e a rch and deve l o p m e nt. Be tween 1997 and
2 0 0 1 , D TC adve rtising spending increased 145%,
while research and development spending
i n c reased 59%. In 2001, p romotion to phys i c i a n s
a c co u nted for more than 80% of all pro m o t i o n a l
s pending by pharm a ce u t i cal co m p a n i e s. In 2001,
total promotional spending was equiva l e nt to 12%
of drug sales in the U.S.

The re po rt also noted that DTC adve rt i s i n g
a p pears to increase pre s c ription drug spending and
u s e. Ph a rm a ce u t i cals that are pro m o ted dire ctly to
consumers often are among the best-selling dru g s,
and sales for DTC - a dve rtised drugs have incre a s e d

f a s ter than sales for drugs that are not heavily adve r-
tised to co n s u m e r s.The study notes that most of the
s pending increase for heavily adve rtised drugs is
the result of increased use, not pri ce incre a s e s.
Be tween 1999 and 2000, the number of pre s c ri p-
tions dispensed for the most heavily adve rt i s e d
d rugs rose 25%, but increased only 4% for dru g s
t h at we re not heavily adve rt i s e d. Du ring the same
pe ri od, p ri ces rose 6% for the most heavily adve r-
tised drugs and 9% for the others.

Ac co rding to GAO re s e a rc h e r s, while genera l l y
e f fe ct i ve at halting the dissemination of adve rt i s e-
m e nts it rev i ews and identifies as misleading,the FDA’s
ove r s i g ht of DTC adve rtising has limitat i o n s.The re po rt
n o te d, h oweve r, t h at the FDA’s ove r s i g ht has not pre-

ve nted some companies fro m
re pe atedly disseminating new mis-
leading adve rt i s e m e nts for the
same dru g,and some pharm a ce u t i-
cal companies have failed to submit
in a timely manner all newly dissem-
i n ated ads to the FDA for rev i ew.

Fu rt h e rm o re, the study re po rt s
t h at the FDA’s ove r s i g ht has be e n
a dversely affe cted by a Ja n u a ry
2002 change in its proce d u res fo r
rev i ewing dra ft re g u l ato ry lette r s
t h at was dire cted by the De p a rt-
m e nt of Health and Human Se r-
v i ce s. This change has significa nt l y
i n c reased the time be twe e n
D D M AC’s ident i f i cation of a mis-

leading ad and the FDA’s request to re m ove it fro m
d i s s e m i n at i o n , with the result that some re g u l ato ry
l e t ters may not be issued until after the ca m p a i g n
has run its co u r s e.

In light of the delay caused by the change in
po l i cy for rev i ew of dra ft DTC re g u l ato ry lette r s, t h e
re po rt re commends that the HHS ex pe d i te the
rev i ew of these letters to ensure that misleading
D TC ads are withdrawn as soon as possible once
i d e nt i f i e d.The findings we re suppo rted by the Ph a r-
m a ce u t i cal Re s e a rch and Ma n u f a ct u rers of Am e ri ca ,
which suppo rts the FDA plan to speed gove rn m e nt
a ction on drug co m p a ny ads. The FDA announce d
its plan in re s ponse to the sole re co m m e n d ation of
the GAO re po rt.

B I O I N F O R M ATICS LLC, Arl i n g to n ,Va . , is a

m a rket re s e a rch firm that suppo rts 

m a rke t i n g, s a l e s, and R&D exe c u t i ves 

in the life - s c i e n ce, m e d i ca l - d ev i ce,

and pharm a ce u t i cal industries 

t h rough published re s e a rch re po rt s,

c u s tom re s e a rc h ,and co n s u l t i n g.

For more info rm at i o n ,v i s i t

g e n e 2 d ru g. co m .

C U TTING EDGE INFORMAT I O N,

Du rh a m ,N . C . , is a business inte l l i g e n ce

f i rm providing pri m a ry and seco n d a ry

re s e a rch re po rts on a wide range of 

business subject s. For more info rm at i o n ,

visit cuttingedgeinfo. co m .

D ATA M O N I TOR PLC ., Lo n d o n , is a 

p remium business info rm ation co m p a ny

s pecializing in industry analysis for six

i n d u s t ry secto r s :a u to m o t i ve, co n s u m e r

m a rke t s, e n e rgy, financial serv i ce s,

h e a l t h ca re, and te c h n o l ogy. For more

i n fo rm at i o n , visit dat a m o n i to r. co m .

F RONT LINE STRATEGIC CO N S U LTING INC.,

San Mate o, Ca l i f. , is a strate gy and market 

co n s u l t a n cy specializing in the 

p h a rm a ce u t i cal and biote c h n o l ogy 

i n d u s t ri e s. For more info rm at i o n , visit 

f ro nt l i n e s m c. co m .

THE GENERAL ACCOUNTING OFFICE,

Wa s h i n g to n , D. C . , is the inve s t i g at i ve 

a rm of Co n g re s s, which exists to suppo rt 

the Co n g ress in meeting its 

Constitutional re s ponsibilities and to 

help improve the pe rfo rm a n ce and 

e n s u re the acco u nt a b i l i ty of the fe d e ral 

g ove rn m e nt for the Am e ri can pe o p l e.

For more info rm at i o n , visit gao. g ov.

M A N H ATTAN RESEARCH LLC, New Yo rk ,a

re s e a rch co n s u l t a n cy, helps healthca re and 

l i fe - s c i e n ces org a n i z ations adapt,

p ro s pe r, and maximize oppo rtunities 

in the netwo rked eco n o my.

For more info rm at i o n , visit 

m a n h at t a n re s e a rc h . co m .

Follow up

R&D SPENDING OUTPACES SPENDING ON DTC ADV E RT I S I N G
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So u rce :U . S . Ge n e ral Ac co u nting Of f i ce,FDA Ove r s i g ht of Di re ct - to - Consumer Adve rtising Has Limitat i o n s

MARKET MEASURES/CO Z I N T, Ea s t

Ha n ove r, N . J . , is a NOP Wo rld Health 

co m p a ny. A leading supplier of pri m a ry

re s e a rch to the global healthca re 

co m m u n i ty, NOP Wo rld Health is the

h e a l t h - focused arm of NOP Wo rld — the

s e cond faste s t - g rowing re s e a rch co m p a ny

in the U.S., the largest business-to - b u s i n e s s

a g e n cy in Eu ro pe, and a top-10 

m a rket re s e a rch power wo rl dw i d e.

For more info rm at i o n , visit 

m a rke t m e a s u re s coz i nt. co m .

THE PHARMAC E U T I CAL RESEARCH 

AND MANUFACTURERS OF AMERICA

( P H R M A ), Wa s h i n g to n , D. C . , re p re s e nts 

the co u nt ry’s leading re s e a rch-based 

p h a rm a ce u t i cal and biote c h n o l ogy 

co m p a n i e s, which are devo ted to 

i nve nting medicines that allow pat i e nts to

l i ve longer, h e a l t h i e r, and more prod u ct i ve

l i ve s. For more info rm at i o n , visit 

p h rm a . o rg.


