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• Magnitude of Investment Required 

• Consolidation & Marketing Strength 
of Existing Players

• Patents & Brand Names

• Other Regulation designed to 
Protect Consumers (e.g. HSP)

Market Entry & Competition
. . . What are the Key Barriers? . . . What are the Key Barriers? 
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Institut Pasteur Institut Merieux

Merged in 1989

Pasteur-Merieux

Pasteur-Merieux-
Connaught (PMC) 
(vaccine division)

Aventis Pasteur 
(vaccine division 

of Aventis)

Connaught 
Labs 
(Canada)

Acquired by French 
pharmaceutical 
company, Rhone-
Poulenc

Merged with Hoechst 
(German) to form 
pharmaceutical giant, 
Aventis

Market Consolidation
Vaccines: a Vaccines: a ““Merit CommodityMerit Commodity””
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Worldwide Vaccine Sales Revenues 
by Producer, 2001

Merck 
17%

Chiron
7%

Others*
10%

Wyeth 
19%

Bio Farma & 
Serum Institute of 

India
1%

GSK
23%

Aventis
23%

*Includes sales of local producers  in low  & middle income countries

Total Sales 2001 -- $5.2 billion

Market Consolidation
Vaccines: a Vaccines: a ““Merit CommodityMerit Commodity””
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• Industry’s Financial Incentives as a 
Major Engine of the World’s 
Economy

&
• Public Health Priorities

Research & Development
. . . What Drives Invention?. . . What Drives Invention?

. . . Are Frequently in Conflict. . . Are Frequently in Conflict. . . Are Frequently in Conflict
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. . . What Drives Invention?. . . What Drives Invention?
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From the flyer for Le Medicament au Mahgreb et en Afrique Noire Francophone

Research & Development
. . . What Drives Invention?. . . What Drives Invention?
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. . . What Drives Invention?. . . What Drives Invention?
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. . . What Drives Prescribing?. . . What Drives Prescribing?

• Skillful Marketing Strategies
&

• Information Asymmetry

. . . Undermines Rational 
Choice by Both Providers and 
Consumers

. . . Undermines Rational . . . Undermines Rational 
Choice by Both Providers and Choice by Both Providers and 
ConsumersConsumers
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Source: Public Citizen, 2001

12%
R&D as 

% of revenue

17%
Profits as 

% of revenue

30%

Marketing & 
Administration

as % of revenue

Drug-Company Finances
. . . The US Market in 2000. . . The US Market in 2000
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Source: J Gen Int Med 1990

Drug Representatives
. . .In Academia. . .In Academia
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68%
60%

28% 35%

0
10
20
30
40
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First 
information

Most Influential 
in Decision 
to Prescribe

%
 o

f P
hy

si
ci

an
s Commercial Sources 

Professional Sources

Source: Soc Sci Med, 1988

Primary Sources of
Information About DrugsInformation About Drugs
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62%
4%4%

68%

0%

50%

100%

Scientific 
Papers

Drug 
Advertisement

%
 o

f P
hy

si
ci

an
s

Very important

Minimally important

Source: Am J Med 1982

Influence of Advertising
. . . Versus Science. . . Versus Science
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Journal
article

Pen Social
event

Textbook CME Luggage

Somewhat appropriateVery appropriate Not appropriate

Source: Am J Med 2001

Of Principles, and Pens, and
. . . Physicians. . . Physicians’’ ValuesValues
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Percent who did/would participate
Even if they consider the activity inappropriateEven if they consider the activity inappropriate
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Source: Am J Med 2001

88

ABX
guide

100

Conf 
lunch

14

Dinner 
lecture

65

Journal
article

100

Pen

49

Social
event

39

Textbook

14

CME

8
Luggage

Of Principles, and Pens, and
. . . Physicians. . . Physicians’’ ValuesValues
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Source: J Gen Int Med 1998
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Contrasting Perceptions
. . . Which Gifts are Influential. . . Which Gifts are Influential
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33%

A Lot

51%
A

Little

16% None

On Other doctorsOn Other doctors

Source: Am J Med 2001

How Much Influence Does Promotion Have?

38%

A
Little

61% None

On MeOn Me
A Lot

1%

“It’s Not Me, it’s
. . . The Other Guy. . . The Other Guy””
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Sources of Influence
. . . A . . . A ““JunketJunket””
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• Program installation
• Prescribing

– Select drug by class
– Dose calculator
– Print prescription

• Physical activity prescription
• Record blood pressure
• Cardiovascular risk calculator
• Record height / weight / waist
• Record blood glucose
• Record INR
• Calculate respiratory function
• Gestation calculator
• Mental state examination
• Renal function calculator
• Travel medicine

• Pathology ordering
• Medical imaging ordering
• Antibiogram
• Depression recovery scale 
• Asthma action plan
• Care plan
• Diabetic record
• Pain assessment
• Drug resources

– MDRef (drug list)
– MIMS PI (drug information)
– MIMS CMI (consumer medicine

information)
• Patient education material
• Medication / diagnosis suggests 

cardiac problems

Advertising . . .
Masquerading as InformationMasquerading as Information
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Physicians cannot assess 
PharmaceuticalsPharmaceuticals

as they can commodities like 
SaltSalt

. . . But they. . . But they cancan dodo much better much better 

Asymmetrical Information
. . . What Informs Choice?. . . What Informs Choice?
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Makes Informs Choice DifficultMakes Informs Choice Difficult

Consumers cannot assess 
Physicians or PharmaceuticalsPhysicians or Pharmaceuticals

as they can commodities like
Salt & PepperSalt & Pepper
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Personal 
Characteristics

Social and 
Cultural 

Attitudes

Symptom

Income

Promotion

Beliefs

Information

Surroundings

Consumers Private 
Pharmacists

National 
Regulations

Beliefs and
Education

Economic 
Incentives

Costs

Demand

Source: Cedealof C. Tomson G. Pr ivate pharmacies and the health sector 
reform in developing countries J Soc. & Admin Pharmacy 1995;12:191-11

Supply and Demand
. . . For Drugs. . . For Drugs
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0.791

1996

1.07

1997

1.32

1998

1.85

1999

2.5

2000
Source: NIHCM, 2001

In Billions of DollarsIn Billions of Dollars

Industry Spending on
““DirectDirect--toto--ConsumerConsumer”” AdsAds
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Marketing 
Pull

“Bonus” Push 
recommending 
specific brands

Push for high 
margin 
products

Non-rational 
demands

What Makes Things Tick?
. . . Incentives and Distortion. . . Incentives and Distortion
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KEMSA - Kits $11.4  6%

KEMSA - Other Essential Drug s 
$11.4  6%

MOH - Other Products $17.1  9%

UNICEF $1.7  1%

DANIDA $3.6  2%

SIDA $0.44  0%

KfW $3.0  2%

UNFPA $3.4  2%

DFID - FP $1.10  1%

DFID - Malaria $25.5  14%

GF - Coartem $8.00  4%
GF - Nets & Kits $20.1  11%

GF -TB $1.20  1%

GF HIV/AIDS $23.5  13%

DFID - Kits $0.70  0%

MSF $5.8  3%

PEPFAR $44.6  24%

KEMSA & MOH
Kits & Other Essential 
Drugs, etc.  $40.0 M

Contraceptives & 
Other Essential 
Drugs $13.4 M

Malaria
Coartem, Nets, 

etc.  $54.7 M

HIV, TB & Other 
Opportunistic 

Infections, etc.  $77.1 M
(includes lab & tests)

Total Value in US Dollars for Fiscal Year 2005/6: $185.2 Million

Donor Support in Kenya
. . . The . . . The ““Catch 22Catch 22”” for Supplyfor Supply
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Contra-
ceptives and

RH
equipment

STI
Drugs

Essential
Drugs

Vaccines
and

Vitamin  A
TB/Leprosy

Blood
Safety

Reagents
(inc. HIV

tests)

D
F
I

D

K
f
W

UNICEF
J
I
C
A

GOK, WB/
IDA

Source of
funds for

commodities

Commodity
Type

(colour coded) MOH
Equip-
ment

Po in t of first
warehousing KEMSA Central Warehouse

KEMSA
Regional
Depots

Organiz ation
responsible

for delivery to
district levels

KEMSA and KEMSA Regional Depots
    (essential drugs, malar ia drugs,

consumable supplies)

Procurement
Agent/Body

Crown
Agents

Government
of Kenya

GOK

GTZ
(procurement

imple mentat ion
uni t)

JSI/DELIVER/KEMSA Logistics
Management Un it   (contraceptives,

condoms, STI kits, HIV test kits, TB
dr ugs, RH equipment etc)

E
U

K
f
W

UNICEF

KEPI Cold
Store

KEPI
(vaccines

and
vitamin  A)

Malaria

U
S
A
I
D

U
S
A
I
D

U
N
F
P
A

E
U
R
O
P
A

Condoms
for STI/

HIV/AIDS
prevention

C
I
D
A

U
N
F
P
A

US
Gov

C
D
C

NPHLS store

MEDS
(t o M issi on
fa cilit ies)

Priva te
Drug

Source

G
D
F

Gover nment

NGO/Private

Bilateral Donor

Multilateral Donor

Wor ld Bank Loan

 Organizat ion Key

J apanes e
Priva te

Company

W
H
O

G
A
V
I

S
I
D
A

NLTP
(TB/

Leprosy
drugs

Commodity Logistics System in Kenya (as of July 2006) Constructed and produced by Steve Kinzett, JSI/Kenya - please communicate
any inaccuracies to  skinzett@cb.jsikenya.com or telephone 2727210

Anti-
Retro
Virals

(ARVs)

Labor-
atory
supp-
lies

Global
Fund for
AIDS, TB

and Malaria

PSCMC
(Crown
Agents,
GTZ, JSI

and KEMSA)

B
T
C

MEDS

D
A
N
I
D
A

Main ly District level staff: DPHO, DPHN, DTLP, DASCO, DPHO, etc or staf f from the Health Centres,
Dispensaries come up and  collect  from the District  level

MEDS

Provincial and
District

Hospital
Laboratory

Staff

O rganization
responsible for
deliver y to sub-
district levels

K
N
C
V

MSF

MSF

JSI/DELIVER

K
E
M
S
A

J
S
I

W
H
O

Donor Support in Kenya
. . . The . . . The ““Catch 22Catch 22”” for Supplyfor Supply
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Kickbacks & 
Inducements

Kickbacks & Bribes

Counterfeit & 
Substandard Products

Diversion

What Makes Things Tick?
. . . Incentives and Loopholes. . . Incentives and Loopholes
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Source: Managing Drug Supply

Donations . . .
MoreMore and and LessLess Than HumanitarianThan Humanitarian
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• Barriers to market entry (investment, patents, adherence to 
regulation, etc.)

• Conflicting economic and public health incentives for R&D

• Lack of neutrality in scientific information
• Information asymmetry between industry and physicians
• Information asymmetry and price sensitivity/signals for 

consumers

• Industry role in influencing prescribing/consumer decisions
• Commercial incentives/influences along the supply chain
• Incentives for fraud and corruption (including donations)

• Laws & regulation lack muscle

Conclusions on
. . . Market Imperfections. . . Market Imperfections
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