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Part 1: 

Overview of the political 

economy of the pharmaceutical

sector



Some indicators

• In 2008, the global market for pharmaceuticals 
was around US$750 billion, representing 3.3% of 
the world’s industrial production. (According to IMS Health)

• From 2000 to 2008, the average annual increase in  
world GDP was 4.1%, while average annual 
pharmaceutical sales grew by 8.7%.  

• In Quebec, pharmaceuticals represented 8.3% of 
all health spending in 1985, and 20.7% of all 
health spending in 2008. The growth in spending 
on pharmaceuticals accounts for more than 25% of 
the growth in total healthcare expenditures. (According to 

ICIS)



Drug Sales as a Share of Total Market, 2007

Sources: Cowen and Co. (Investext), Takeda
and Bayer corporate websites

Big Pharma = 64% of 

world sales
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On-Going Cooperation Agreements Among Big Pharma, May 2008
Source: Bioscan and Bioworld



Big Pharma Differential Accumulation; 
Average profits of US dominant pharmaceutical firms as 

compared to average Fortune 500 firms 
(1954-2008; in millions of constant 1984 US$)

Source: Fortune 
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Differential Evolution in the Rate of Profit
Return on revenues (Profits per unit sold)

1954-2008
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Are We Entering a New Era of Innovation?
A Quantitative Analysis



Are We Entering a New Era of Innovation?
A Qualitative Analysis

- In 2008, 120 new drugs were introduced in France. 

- 6 were considered a therapeutic advance.

- 105 did not bring anything new to the existing pharmacopoeia

- 23 were harshly criticized by doctors since they represented potential danger to health

Percentage of New Drugs Representing a Therapeutic Advance in 

the French Pharmacopoeia, 1981-2008

Sources: Prescrire (#213 p.59; #224 p.56, #280 p.142; #304 p.139).



Part 2: 

A global view of pharmaceutical 

promotion 



What is the Impact of 

Pharmaceutical Promotion?

• In Theory:

↑ Promotion = ↑ Units sold

↑ Total costs of production, but

↓ Average Cost per unit, so

↓ Prices



What is the Impact of 

Pharmaceutical Promotion?

In Practice: «Charge what the traffic will bear!»

– Avastin: Anticancer drug (bevacizumab) costs $17-$50 for an 

injection, when used off-label to treat Age-Related Macular 

Degeneration (ADM). But the manufacturer, Genentech, refused 

to seek authorization of this drug to treat ADM. Instead, it 

produced a derivative, Lucentis (ranibizumab), under a new 

patent. Lucentis costs about $2000 per injection.  Lucentis is not 

more efficacious than off-label Avastin at the right dosage, but 

Avastin is much more cost-efficient. Genentech has restricted 

sales of Avastin for ophthalmic use, and deploy great energy to 

discredit the use of Avastin for ADM, in spite of clinical 

evidence.  (Raftery et al. 2007) 



What is the Impact of 

Pharmaceutical Promotion?

In Practice: «Charge what the traffic will bear!»

Sarafem: When Prozac’s patent expired, the 

manufacturer, Eli Lilly, developed a new niche for the 

product using an important promotional campaign about 

Pre-Menstrual Disphoric Disorder (You think it is PMS, 

It could be PMDD!!!). They turned Prozac into 

Sarafem: same molecule, same dosage, new color 

(lavender and pink instead of blue), new patent. The 

price was three times higher than the price of Prozac 

(while patent protected), and ten-times higher than 

generic Prozac.  



Promotion and the Price of Drugs

The doctor is a medication purchaser without 

any budgetary constraint. The physician often 

has no idea about the price charged for the 

products he prescribes. This lack of budgetary 

constraint is unique to the pharmaceutical 

sector. 

Demand without Budgetary Constraint

= 

El Dorado of Economic Theory



Promotional Expenditures in Pharmaceuticals 

in the United States in 2004: A New Estimate

Marc-André Gagnon and Joel Lexchin, “The Cost of Pushing Pills: A New Estimate of Pharmaceutical 

Promotion Expenditures in the United States”, PLoS Medicine, vol. 5, #1, January 2008: pp.1-6.



Promotional Expenditures in Pharmaceuticals 

in the United States in 2004: A New Estimate

Understanding the proportions:

Sales: $239.8 billion 

R&D: $24.1 billion (10% of  revenues)

Promotion: $57.5  billion (24.4% of revenues)

Promotion directed towards physicians: $42.8 billion

Number of Practicing physicians: 700 000

Average promotion spending per physician: $61,000

1 drug rep for every 6 physicians

Other  undisclosed types of promotion:

Fellowships, ghost writing, « off-label »

promotion, seeding trials



From 1996 to 2004, in the United States:

-The number of physicians increased by 38%.

-The number of drug reps increased by 150%.

-The number of promotional meetings increased by 

254%.

-The Top 10%  prescribers received from 2 to 4 times 

more visits from drug reps.

-The private funding of continuing medical education 

(CME) increased by 465%. Private funding now 

accounts for more than public funding in CME.

- Direct-to-Consumer Advertising for pharmaceuticals 

increased by 509%. 

Promotion still Growing…



What is the situation:

1-The dominant business-model is based on me-too 

drugs. The financial incentives at work do not 

encourage innovation but, instead, lavish 

promotion (Demand-side without budgetary 

constraint).

2- Twice as much is spent on promotion as on R&D.

3- While therapeutic innovation decreased in recent 

years, the growth in profits has been assured by 

industry's increasing control over medical 

knowledge through the use of promotion.



Part 3: 

Impact of promotion on medical 

practice, education and research 



Key Opinion Leaders: How to Construct 

Medical Discourse to Promote Sales

Key Opinions Leaders (KOL) are influential physicians paid 

by the industry (~3000$/presentation) to lead educational 

meetings about new drugs 

(around 2/3 of meetings are led by KOL, 1/3 by drug reps)

Kimberly Elliott, ex-manager of drug reps (quoted in Moynihan 2008, 1402) :
“KOL were salespeople for us, and we would routinely measure the 

return on our investment, by tracking prescriptions before and after 

their presentations. If that speaker didn’t make the impact the 

company was looking for, then you wouldn’t invite them back”

How can we measure the return on investment? 

IMS Health provides the prescribing profile for each 

physician and its evolution over time. 



Tactiques

Drug reps: How to adapt your 

personal style and your sales 

techniques according to the 

physician’s personality
Fugh-Berman A, Ahari S (2007) Following the Script: How 

Drug Reps Make Friends and Influence Doctors. PLoS Med 

4(4): e150 April 24 2007.



Big Pharma’s Influence over Medical Research

-Deploy R&D funding according to putative market “niches”

- 70% of firms’ external R&D funding goes to Contract Research 

Organizations (which should be considered public relations 

firms), 30% goes to universities, but with non-disclosure clauses.

-Ghost writing of a critical mass of articles in medical journals

-Sertraline (Zoloft): 85 papers produced by Pfizer on a total of 211 papers published in 

medical journals with “sertraline” in title, or 479 as keywords (Sismondo 2007)

-Fake Journal: Australasian Journal of Joint and Bone Medicine (by Merck for Vioxx)

-Non-disclosure of negative studies: 

Antidepressants: 74 clinical trials for the new generation (38 had positive results, 36 negative)

36 positive were published and 8 negative (including 5 as if the results were positive). (Turner 2008)

Zetia/Vytorin: Since 2006, clinical trials clearly showed that Zetia did not bring any benefit 

over Zocor to reduce heart attacks (patient had to take the drugs combined as Vytorin). 1 million 

prescriptions were made every week until 2008, which amounted to $2 bilion in sales for a product 

that did not bring any benefit over the much cheaper Zocor alone. (Berenson 2008)

- Cherry-Picking results and KOL: Producing the “right” medical 

discourse is more profitable than producing effective drugs.



Phase IV Clinical Trials

(postmarketing)
• 13.2% of R&D Budget spent for Phase IV clinical trials.

• 75% of these trials are set up only for promotional 

purposes (seeding trials).

• The purpose is to mobilize doctors by making them 

believe they are participating in the progress of science.

•Studies are done on large populations; Doctors are 

normally paid between $100 and $500 per enrolled patient.
-34 033 Canadians enrolled for Diovantage (Diovan, Novartis), to analyze their 

compliance (How can Merck’s product Cozaar compete with Diovan now?)

- 4500 Patients enrolled in Montreal/Quebec/Chicoutimi for Obstat (funded by 

Pfizer and Astra-Zeneca) to analyze compliance with statins for “new patients only”.

•However, the lack of good Phase IV clinical trials (or non-

disclosure of results) is precisely what hinders a good 

assessment of a drug's risks when used in a large 

population.



Impacts on Prescribing Habits

The case of antihypertensive drugs:

-The ALLHAT  study (2002) showed that the new generation of 

antihypertensive drugs (Angiotensin-Converting Enzyme 

Inhibitors and Calcium Channel Blockers), which were 

systematically prescribed by doctors, were in fact less effective 

with more adverse drug reactions than the older generation 

(diuretics), which costs ten times less. 

-Did prescribing habits change since the study? Not at all. Firms 

enlisted KOL to systematically attack the ALLHAT study and 

offer new positive interpretations of the results. (Pollack 2008).

Same results were found for antipsychotics (Jones et al. 2006). 

Antidepressants next?  (Healy 2008; Jureidini 2009; Spielmans 2009).



New Trends in Pharmaceutical 

Promotion
• Increasing Budget for KOL and CME.

• Patient-Support Programs for Blockbuster Drugs (i.e. CV 

Success Zone). [See the critical analysis by IGAS 2007; Biron et al. 2009].

• Empowering patients through Direct-to-Consumer 

Advertising [Canwest, Celebrex, Gardasil].

• Creating Fake Medical Journals: Merck created  the Australasian 

Journal of Joint and Bone Medicine + 21 other journals published by Elsevier.

• Organizing promotional campaigns around off-label uses 

of drugs (i.e. Neurontin and Zyprexa).[See Steinman et al. 2006;  Spielmans 

2009]

• Focusing on “emerging markets” because they offer more 

opportunity to “educate” doctors, as they face more and 

more restrictive laws in OECD countries. 



The Main Problem
Even the most competent doctor can no longer be 

assured of obtaining unbiased and objective information 

which would allow him to prescribe the most 

efficacious products for his patients. Pharmaceutical 

promotion, having invaded every aspect of medical 

practice, has led the doctor to prescribe products that 

offer dubious therapeutic value, but better financial 

returns to pharmaceutical firms.

Promotion does not serve patients or public health; it 

serves shareholders. And, little by little, it is killing off 

pharmaceutical research and medical ethics…
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