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o p t - i n / o p t - o u t
po l i c i e s. Users of

these sites will feel that they will be unable to co nt ro l
the re ceipt of marketing info rm ation if the co m p a ny
uses their e-mail addresses for this purpo s e.Th e re will
almost ce rtainly be customers who will not do busi-
ness on these sites for this re a s o n .

Some 12% of these companies share custo m e r s’
d ata with business partners without seeking pe rm i s-
sion and 24% of companies share data with affiliate s.
Mo re ove r, no firm makes its site accessible for those
with disabilities by using label tags.

“The Inte rnet has be come a pri m a ry tool for cus-
tomer info rm ation and prod u ct re s e a rc h ,” s ays Rog e r
Fa i rc h i l d, p re s i d e nt of The Cu s tomer Re s pe ct Gro u p.
“Those firms that don’t take their Web pre s e n ce seri-
ously will find themselves losing out to others that do.”

2 0 % , but the ex a ct approaches for co m-
pe t i t i ve bidding are still undefined.
Co n g ress also has enacted pri ce re fo rm fo r

Pa rt B dru g s.On De c.3 1 ,2 0 0 4 ,p ri ces will be set at the
ave rage selling pri ce (ASP), a change from the ave r-

age wholesale pri ce used curre nt l y. This has the
po te ntial to re d u ce pri ces 15% to 35%.

Ph a rma companies could ex pe ri e n ce high-
er administrat i ve costs to negotiate and man-
age the co m p l ex bidding and re b ate stru c-

t u re s, as well as to re po rt pri ce s, d i s co u nt s,
and re b ate s.

These pre s s u res on pri c i n g, h oweve r, a re
expected to be offset by increased use.

Re s e a rchers pre d i ct an increase of up to 20%
as result of the cre ation of Pa rt D, w h i c h
extends outpat i e nt pre s c ription drug cove r-
age to all be n e f i c i a ri e s.

Re s e a rchers say pharma companies are
ex pe cted to be ve ry act i ve partners with key

Me d i ca re spo n s o r s, including PBMs, H M O s, h e a l t h
i n s u re r s, and spe c i a l ty pharmacies given their need to
i n c rease brand re cog n i t i o n , p rod u ct marg i n s, a n d
m a rket share.

Ph a rm a ce u t i cal Fi rm s
RANK LOW IN ONLINE
Cu s tomer Tre at m e nt

Mo re than one-third of pharma and healthca re
companies share personal data with affiliates or busi-
ness partners without pe rmission and half don’t
re s pond to all inquiri e s. These are the findings of a
re ce nt survey by The Cu s tomer Re s pe ct Gro u p. Th e
re po rt, the Summer 2004 Online Cu s tomer Re s pe ct
St u dy, ranks 78 pharm a ce u t i cal and healthca re firm s
among the co u nt ry’s largest 1,000 co m p a n i e s.

The study assigns a Cu s tomer Re s pe ct Index (CRI)
rating to each co m p a ny on a scale of 0 to 10, with 10
being the highest achievable sco re.By inte rv i ewing a
re p re s e nt at i ve sample of the adult Inte rnet po p u l a-
tion and by analyzing more than 1,000 We b s i te s
a c ross a spe ct rum of industries in detail,The Cu s to m e r
Re s pe ct Group has dete rmined the at t ri b u tes that
combine to cre ate the ent i re online customer ex pe ri-
e n ce. These at t ri b u tes have been gro u ped tog e t h e r
and measured as indicators of simplicity (ease of nav-
i g at i o n ) , re s po n s i veness (quick and thoro u g h
re s ponses to inquiri e s ) ,p ri va cy (re s pe cts customer pri-
va cy ) , attitude (customer focus of site ) ,t ra n s p a re n cy
( o pen and honest po l i c i e s ) , and principles (values and
re s pe cts customer dat a ) .

Pharmaceutical and healthcare companies
obtained a poor ave rage sco re of 3.5 in the re s po n-
s i veness index . In fact, 19 companies — almost one-
fo u rth — sco red ze ro in this are a .Th at figure is influ-
e n ce d, in part, by the fact that 49% of firms neve r
re s ponded to inquiries or did so only half of the time.

In the area of tra n s p a re n cy, the ave rage sco re wa s
a 6.0,d e m o n s t rating the need for sector companies to
be t ter explain their pri va cy policies fully and clearl y.
And 65% did not provide clear info rm ation on their

Me d i ca re Re fo rm to
R E S U LT IN MORE USE
OF DRU G S

As early as 2006, the Me d i ca re Pre s c ription Dru g,
Improvement and Modernization Act of 2003
(MMA) is ex pe cted to provide $10 billion to $15 bil-
lion in new drug spending to the U.S. p h a rm a ce u t i-
cal industry. This is the finding of a re ce nt study by

Nav i g a nt Consulting Inc.
This is ex pe cted to be
t h rough modified pre-
s c ription drug cove ra g e,
changes in pricing and
re i m b u r s e m e nt po l i c i e s
for thera pe u t i c s, and the
redefined role of, a n d
relationship between,
healthcare providers
and Me d i ca re.

In Ja n u a ry 2006, t h e
Act will add a new pre-
s c ription drug be n e f i t
for Me d i ca re be n e f i c i a-
ries through Me d i ca re
Pa rt D and will make sig-
nificant changes to
Me d i ca re Pa rts B and C
to offer more co m p re-

h e n s i ve healthca re benefits for seniors.
The Act also will enact new pricing mechanisms,

a d m i n i s t rat i ve re q u i re m e nt s, and stri ct pri ce re po rt-
ing processes and penalties to pharm a ce u t i cal co m-
p a n i e s. Co m pe t i t i ve bidding mechanisms have the
po te ntial to re d u ce pre s c ription drug pri ces by up to

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

Ph a rm a ce u t i cal Co m p a ny C R I *

Johnson & Jo h n s o n 7 . 4

Fo rest La bo rato ries Inc. 7 . 4

Ab bott La bo rato ri e s 7 . 0

Bi ogen 6 . 9

King Ph a rm a ce u t i cals 6 . 9

Bri s to l - Myers Squibb 6 . 8

Al l e rgan 6 . 5

S c h e ri n g - Plough 6 . 4

Watson Ph a rm a ce u t i cals 6 . 1

Amgen 5 . 6

Wyeth 5 . 6

Me rck & Co. 5 . 4

Ch i ron 5 . 4

Ge n zyme 4 . 9

Ivax 4 . 8

Eli Lilly 4 . 3

P f i zer 3 . 6

Se ctor Ave ra g e 5 . 9

No te : The study assigns a Cu s tomer Re s pe ct Index (CRI) 
rating to each co m p a ny on a scale of 0 to 10,with 10 be i n g
the highest sco re,based on six at t ri b u te s :s i m p l i c i ty,re s po n-
s i ve n e s s,p ri va cy,at t i t u d e, t ra n s p a re n cy,and pri n c i p l e s.

So u rce : The Cu s tomer Re s pe ct Gro u p, Be l l ev u e, Wa s h . Fo r
m o re info rm at i o n , visit custo m e rre s pe ct. co m .

Cu s tomer Rating of Ph a rm a ce u t i cal and
He a l t h ca re Co m p a ny Online Se rv i ce s

The MMA will likely lead to
lower drug prices, but it will
also drive increased utilization,
says Ken Smith, Principal of
Navigant Consulting.

It is surprising that some
companies in this industry,
whose business it is to
p rovide healthcare and
related products and serv i c e s ,
do not make it a priority to
t reat their customers in a
respectful, ethical manner
online, says Roger Fairc h i l d ,
P resident of The Customer
Respect Gro u p .
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An a l y t i cal CRM is Key
to M AXIMIZING RO I

Ph a rm a ce u t i cal companies will co ntinue to inve s t
in analytical and ope rational CRM. But pharma man-
agers have to address we a knesses in infra s t ru ct u re and
channels if re t u rns are to be maximized over the longer
te rm . A new re po rt by Dat a m o n i to r, An a l y t i cal CRM:
New Te c h n o l ogies for the Ph a rm a ce u t i cal Industry,
finds that pharm a ce u t i cal companies planning to
d e p l oy analytical CRM te c h n o l ogy should,be fo re heavy
i nve s t m e nt, examine its use in ve rt i cal markets with
similar chara cte ri s t i c s.

While analytics have been used by pharm a ce u t i-
cal companies in the dru g - d eve l o p m e nt proce s s
a n d, to some exte nt, in the sales and marketing pro-
ce s s e s, to date, adoption of analytical CRM (ACRM) in
the industry has been slow. But its success in other
ve rt i cal industries has demonstrated that AC R M
could improve marketing effo rts and co m m u n i ca-
tions be tween marketing te a m s.

Dat a m o n i to r’s pri m a ry re s e a rch revealed a gap
be tween existing CRM strategic needs and the are a s
in which pharm a ce u t i cal companies intended to

i nvest in 2004. Ph a rm a-
ce u t i cal exe c u t i ves sur-
veyed assessed the ca p a-
bilities of their CRM
s ys tems as being strong in
a n a l y t i cal and ope rat i o n a l
C R M , while most re s po n-
d e nts we re less po s i t i ve
a bout their existing chan-
nel and infra s t ru ct u re
d eve l o p m e nt.

Despite this, when
questioned about future
investment areas, the
m a j o ri ty of inte rv i ewe e s

predicted that analytical and operational CRM
would remain the areas of highest inve s t m e nt, w i t h
channel and infra s t ru ct u re deve l o p m e nt still be i n g
u n d e r - re s o u rce d.

“An a l y t i cal CRM remains the key application fo r
exploiting a co m p a ny’s existing kn owledge base
and developing the value of the customer inte rf a ce,”
s ays David De o n ,h e a l t h ca re strate gy analyst at Dat a-
m o n i to r.“ Its usefulness is dire ctly linked to ente ri n g
a ctionable data into a CRM sys tem in a robust and
reliable manner, together with its ability to ex p l o i t
m a rketing channels furt h e r. In turn , these two
p a ra m e ters are dire ctly linked to CRM infra s t ru ct u re.
Ph a rm a ce u t i cal companies must identify the infra s-
t ru ct u re upg rades that will generate gre ater va l u e
than inve s t m e nt in pure analytical CRM.”

He says diffe re nt ve rt i cal markets have diffe re nt
business issues and also diffe re nt needs for AC R M .

“The ideal ve rt i cal for ACRM is one chara cte ri ze d
by a large volume of regular custo m e r s, a large vo l-
ume of customer data per custo m e r, and a large vo l-
ume of tra n s a ct i o n s,”he says.“While the pharm a ce u t i-
cal industry does not fully co n fo rm to these ideals,t h e
i n d u s t ry has many similarities to other ve rt i cals such
as the te c h n o l ogy and manufact u ring industri e s.”

In addition, the pro pe n s i ty to buy ACRM is also
d ri ven by past inve s t m e nts in data te c h n o l og i e s,
e s pecially data wa re h o u s i n g, which can also be
t a ken to be an indicator of the co m pe t i t i ve adva n-
tage that can be leve raged from analytics within an
i n d u s t ry. Ma ny pharma companies have inve s te d
h e avily in data marts and data wa re h o u s e s.

THE FDA RATED HIGH
for En s u ring Drug Sa fe ty 

The Food and Drug Ad m i n i s t ration gets good
m a rks for ensuring the safe ty and effica cy of new
d ru g s, but not for getting drugs to the market quickl y.

Ac co rding to a Ha rris Inte ra ct i ve / Wall St reet Jo u r-
nal Online survey of co n s u m e r s,56% of Am e ri cans say

the FDA does an exce l l e nt or good job in ensuring the
s a fe ty and effica cy of new pre s c ription dru g s ; 37% of
Am e ri cans say the agency does a fair or poor job.

The survey results found that 29% of Am e ri ca n s
think the FDA does a po s i t i ve job of making decisions
a bout ensuring that truly innovat i ve pre s c ri p t i o n
d rugs come to market more quickly co m p a red with
62% who think the re g u l ato ry agency does a fair or
poor job.

Analytical CRM remains the key application for exploiting 
a company’s existing knowledge base and developing the
value of the customer interface, says David Deon, Healthcare 
Strategy Analyst at Datamonitor.

RATING THE FDA: H OW DO YOU EVA LUATE THE AG E N C Y’S PERFORMANCE?

Based on what you kn ow or have heard, h ow well does the FDA do on ...

P O S I T I V E * E XC E L L E N T G O O D N E G AT I V E * * FAIR P O O R N OT SURE

En s u ring the safe ty as well as the effica cy 

of new pre s c ription dru g s 5 6 % 1 4 % 4 3 % 3 7 % 2 7 % 1 0 % 7 %

En s u ring that truly innovat i ve pre s c ri p t i o n

d rugs come to market more quickl y 2 9 4 2 5 6 2 3 4 2 8 9

Ma king decisions about which drugs can 

be marke ted over the co u nter without a pre s c ri p t i o n 4 1 7 3 4 5 0 3 3 1 7 8

Ma king decisions about which brand name 

p re s c ription drugs can be marke ted as generi c s 3 8 5 3 1 5 1 3 0 2 1 1 1

No te : * = exce l l e nt or good ; ** = fair or poo r; s u rvey results based on Inte ra ct i ve poll of 2,245 U.S. adults co n d u cted online be tween May 10 and  May 12, 2 0 0 4 .
So u rce : Ha rris Inte ra ct i ve, Roc h e s te r,N . Y. For more info rm at i o n , visit harri s i nte ra ct i ve. co m .

Which one of these do you think is 
the most impo rt a nt for the FDA to
focus on?

% OF
F U N C T I O N R E S P O N D E N TS

En s u ring the safe ty 
as well as the
e f f i ca cy of new 
p re s c ription dru g s

En s u ring that tru l y
i n n ovat i ve
p re s c ription drugs 
come to marke t
m o re quickl y

Ma king decisions 
a bout which drugs 
can be marke ted over 
the co u nter without
a pre s c ri p t i o n

Ma king decisions 
a bout which bra n d
name pre s c ri p t i o n
d rugs can be 
m a rke ted as generi c s

Not sure

So u rce : Ha rris Inte ra ct i ve, Roc h e s te r, N . Y.
For more info rm at i o n , visit harri s i nte ra ct i ve. co m

RATING THE FDA:WHICH FDA FUNCTION
IS MOST IMPORTA N T ?

5 4 %

2 3 %

9 %

7 %

7 %
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These are the results of a new Ha rris Inte ra ct i ve
poll of 2,245 U.S. adults co n d u cted online be twe e n
May 10 and May 12, 2 0 0 4 , for The Wall St reet Jo u rn a l
O n l i n e’s Health Industry Ed i t i o n .

While 69% think it is more impo rt a nt to be able
to affo rd pre s c ription drugs even if they are n’t the
n ewest ones ava i l a b l e, 21% wa nt access to new and
be t ter dru g s, no mat ter what they might co s t. A
s l i g htly higher pe rce nt a g e,71% of Am e ri cans 65 and
older pre fer affo rdable drugs even if they are n’t the
n ewest ones available and a slightly lower pe rce nt-
a g e, 1 8 % , wa nt newer and be t ter ones.

“Most people be l i eve the FDA’s top pri o ri ty
should be ensuring the safe ty and effica cy of new
d rugs and a substant i a l , but not ove rw h e l m i n g,
m a j o ri ty gives it good marks for doing this,” s ays
H u m p h rey Tay l o r,c h a i rman of The Ha rris Poll at Ha rri s
I nte ra ct i ve. “This survey also finds ev i d e n ce that fo r
most people making drugs more affo rdable is more
i m po rt a nt than having access to new and be t te r
d ru g s.”

Insomnia Ma rke t
REMAINS UNTA P P E D

Revenue in the insomnia market totaled $1.65
billion in 2003, and Frost & Su l l i van analysts pro j e ct
this market will reach $3.36 billion by 2010.The co n-
ce rted effo rts of drug manufact u rers to improve the
kn owledge of pat i e nts and physicians about the
s e rious implications of insomnia have begun to pay
off as more and more people seek medical help. Bu t
the vast po te ntial of the market has not yet be e n
fully tappe d.

“A large number of pat i e nts do not co n s i d e r
insomnia to be a condition that re q u i res medica l
h e l p,” s ays Pat rick Ra j a n , a re s e a rch analyst at Frost &
Su l l i va n . “Ve ry ofte n , p at i e nts either use ove r - t h e -
co u nter (OTC) prod u cts co ntaining ant i h i s t a m i n e s

or seek tre at m e nt for another ailment that they think
is the root ca u s e.”

Physicians also are inadequately info rmed and
t rained to deal with the situat i o n . Most tend to sug-
gest life s tyle alte rations and nonpharm a co l og i ca l
options as possible re m e d i e s. Though this wo rks fo r
p at i e nts suffe ring from inte rm i t te nt insomnia, it is
h a rdly a solution for chronic insomniacs.

One of the most common reasons cited for this
h e s i t ation in diagnosing and in seeking pre s c ri p t i o n
t re at m e nt is the fear of side effe ct s.

This is especially true in the case of drugs that bind
to be n zod i a zepine re ce p to r s. If used longer than one
m o nt h ,p at i e nts could be come susceptible to with-
d rawal sympto m s, d e pe n d e n cy, and drug abuse.

Be n zod i a zepines are also assoc i ated with alte re d
sleep architecture, psychomotor and memory
i m p a i rm e nt, re bound insomnia, to l e ra n ce, and re s p i-
rato ry depre s s i o n .

“ From 2004 to 2010,the be n zod i a zepines marke t
is likely to decline steadily due to safe ty co n ce rn s,”
M r. Rajan says.“Th i s, coupled with the influx of newe r
t re at m e nt options that are safer and equally effe c-
t i ve, is likely to co ntinue to limit uptake.”

First-line therapies such as nonbe n zod i a ze p i n e s
a re curre ntly much more acceptable be cause of
their safe ty profile and high effica cy. To avoid be i n g
l u m ped together with be n zod i a ze p i n e s, co m p a n i e s
e nte ring the market are at tempting to diffe re nt i ate
their prod u cts through labe l i n g.

D EV E LOPMENT CO S T
is Tied to T H E RAPEUTIC 
CAT E G O RY

The cost and time re q u i red to develop a new
d rug and bring it to market is dire ctly tied to the
t h e ra peutic cate g o ry of that dru g, a c co rding to a

s t u dy re ce ntly co m p l e ted by the Tu fts Ce nter for the
St u dy of Drug Deve l o p m e nt.

Su m m a ry findings of the study show that anal-
gesic/anesthetic drugs we re the least costly to
d eve l o p, re q u i ring an ave rage of $375 million fo r
total out-of-poc ket and time co s t s. This co m p a re s
with an ave rage of $466 million for all dru g s, w h e n
phase at t rition rates and clinical approval succe s s
rates are facto red in.

The most ex pe n s i ve cate g o ry of drugs to deve l-
op includes medicines that tre at diseases of the ce n-
t ral nervous sys te m , which cost an ave rage of $527
m i l l i o n . These figures exclude nonclinical re s e a rc h
and deve l o p m e nt co s t s.

The Tu fts CSDD study examined four cate g o ri e s
of dru g s :a n a l g e s i c / a n e s t h e t i c, a nt i - i n fe ct i ve, ca rd i o-
va s c u l a r, and CNS.

Total time re q u i red for clinical and approva l
phases for the four cate g o ries of drugs also va ri e d
widely by thera peutic class. An a l g e s i c / a n e s t h e t i c
d rugs re q u i red an ave rage of 61.8 mont h s,a c co rd i n g
to Tu fts CSDD, while CNS drugs re q u i red an ave ra g e
of 114.6 mont h s. The ave rage clinical and approva l
phase time for all drugs was 90.3 mont h s.

The analysis also found that ave rage wo rl dw i d e
sales for new drugs showed co n s i d e rable va ri a b i l i ty
by thera peutic class, f rom 56% be l ow the ave rage fo r
analgesic/anesthetic drugs to 72% above the ave r-
age for CNS dru g s.

“Gi ven the dynamic nat u re of pharm a ce u t i ca l
m a rkets and changes over time in re s e a rch and
d eve l o p m e nt strate g i e s, our findings are co n s i s te nt
with a model that suggests R&D effo rts have gen-
e rally shifted towa rd high-net re t u rn , and away
f rom low-net re t u rn , t h e ra peutic are a s,” s ays Tu ft s
CSDD Di re ctor Kenneth I. Ka i t i n . “The challenge fo r
d rug deve l o pers is to re d u ce deve l o p m e nt times
and te rm i n ate unpromising co m pounds earlier in
d eve l o p m e nt. Be cause these actions help improve
s u c cess rate s, t h ey can have a substantial impact on
R&D co s t s.”

THE T U F TS CENTER FOR THE STUDY OF

D RUG DEV E LOPMENT AT T U F TS 

U N I V E R S I TY, Bo s to n ,p rovides strate g i c

i n fo rm ation to help drug deve l o pe r s,

re g u l ato r s, and po l i cy makers improve the

q u a l i ty and efficiency of pharm a ce u t i ca l

d eve l o p m e nt, rev i ew, and usage.

For more info rm at i o n ,visit 

c s d d. t u ft s. e d u.

THE WALL STREET JOURNAL ONLINE AT

WS J . CO M, published by Dow Jones &

Co m p a ny, New Yo rk ,o f fers authori t at i ve

a n a l ys i s, b re a king news, and co m m e nt a ry

f rom top industry journ a l i s t s. For more

i n fo rm at i o n ,visit dow j o n e s. co m .

THE CUSTOMER RESPECT GRO U P,

Be l l ev u e,Wa s h . , is an inte rn ational re s e a rc h

and consulting firm that uses its Cu s to m e r

Re s pe ct Index (CRI) method o l ogy to help

companies improve how they tre at their

c u s tomers online. For more info rm at i o n ,

visit custo m e rre s pe ct. co m .

D ATA M O N I TO R, New Yo rk , is an 

i nte rn ational strategic market analys i s

co m p a ny, helping companies across the

a u to m o t i ve, co n s u m e r, e n e rgy, f i n a n c i a l -

s e rv i ce s, h e a l t h ca re, and te c h n o l ogy 

m a rke t s. For more info rm at i o n , visit 

d at a m o n i to r. co m .

F ROST & SULLIVA N,San Anto n i o, an 

i nte rn ational growth co n s u l t a n cy, has been 

s u p po rting client s’expansion for more than fo u r

d e ca d e s.For more info rm at i o n ,visit fro s t. co m .

HARRIS INTERAC T I V E, Roc h e s te r, N . Y. , is a

wo rl dwide market re s e a rch and co n s u l t i n g

f i rm ,best kn own for The Ha rris Po l l .For more

i n fo rm at i o n , visit harri s i nte ra ct i ve. co m .

N AVIGANT CO N S U LTING INC. , Ch i ca g o,is an

i n d e pe n d e nt consulting firm providing 

l i t i g at i o n , financial serv i ce s, h e a l t h ca re, e n e rgy

and ope rational consulting serv i ces to 

g ove rn m e nt agencies, legal co u n s e l ,and larg e

companies facing the challenges of unce rt a i nty,

ri s k ,d i s t re s s,and significa nt change. For more

i n fo rm at i o n ,visit nav i g a ntco n s u l t i n g. co m .
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