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Abstract: The aim of this paper is to show how we can improve the promotion activities in the field of pharmaceuticals using the relationship marketing tools. We start with a model of relationships as them appear to occur on pharmaceutical Romanian market. Selecting the appropriate tools for each situation will help as to augment the promotional effort through out the entire value chain. Because of the complexity of the network and the multiple and diverse interaction point we will tune the proposal in regards of integrated communication principals that will allow a consequent, consistent and coherent issue of messages. Even our work is developed for a specialised market, we hope the audience interested in relationship marketing will find interesting insights.   
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Pharmaceutical market is a specialized and highly regulated market everywhere not only in Romania. At the same time due to the market growth rate and profitability this market is a very attractive one. According with the “Capital” magazine (issue nr. 29 from 19th of July 2007, page 31) the Romanian market growth was double than the global market: 15% vs. 7%. Also among the top 50 companies listed at Bucharest Stock Exchange there are three pharmaceutical companies: Antibiotice (top 10), Biofarm (top 10) and Zentiva. Other important aspect is the fragmentation characteristic of the market (also in Romania and elsewhere), which has few companies (up to 10) with market shares between 3% and 10% and huge number of companies (up to 100) with market shares nearby 1-2% and also a lot of companies with less than 1% market shares. That makes the competition fiercely. In an article published in “Ziarul Financiar” financial and business newspaper (issued on Monday 18th of June 2007) according with a study published by PricewaterhouseCoopers (PwC) although the global pharmaceutical market will double by 2020 to up 1.300 billion $, the actual business model of pharmaceutical companies is both economics unsustainable and unable at operational level to generate fast enough the requested novel treatments from the market. The crisis covers new product development, financial results, growing marketing & sales expenses, legal and regulation restrictions and spotted reputation. Steve Arlington, analyst at PwC, and the major author of the cited report said that the pharmaceutical industry does not have a strong enough position to take advantage of rising opportunities while a decreasing productivity of research & development area happen. The main problem, was said, is coming from the lack of innovation with double investment in R&D and only two fifth results comparing with 10 years ago. There was only one conclusion: this business model is just unsustainable.


Far a way from saying “we have the new and successful model for pharmaceutical industry” below is a helicopter overview of marketing aspect for pharmaceutical business in Romanian market that (based on over 15 years experience in field) we think the players should consider in tuning their business model. From our medical background we consider that there is no any illness but only patient specific and unique case and we think in business in the same way: there are general structures, tools and rules based on which each company should develop its own functional and successful business model. So our contribution could be just a starting point in analyzing the current business model and redesigning a better one. There are some new paradigms in the modern marketing, which emphasize the need for changes in the actual business model. The first one is relationship marketing and customer relationship management. The complexity of relationships within the pharmaceutical industry can be figured up in the pharmaceutical model proposed by us in order to understand how the things happens in Romanian market (figure 1). 

Figure 1: Relationships and interactions on Romanian pharmaceutical market

   




What we can learn from the model presented above is not only the complexity and the double flow communication and work among the players, but more important is the network structure that does allow a point to maximize its own efficacy based on taking from the others. Therefore the entire idea is to maximize the network efficacy along side the value chain from producer to the consumer and from the consumer to the producer. In each network point two controversional objectives met. The consumer desires the best treatment at a cheap cost (usually they really need an expensive treatment that they can not afford). The producer wants to cover their cost for a profit while marketing affordable medicines. The National Health Insurance House (CNAS) want to offer fair services to each participant within the budget. The prescriber wants to increase their business and acknowledge of good professionalisms based on the best medical information and treatments but are dependable by patient and CNAS budgets. On conclusion all of them are in the same boat but looking forward a different direction. Now we hope is clear for all of us why this boat looks like one with lost direction for many years and part of us lost their hope to find one. 

The tools and the metrics of relationship marketing and customer relationship management offer the players instruments to find a common goal and set up a direction. We will not insist on the metrics but on the tools to show what is available to understand each other needs and work in a professional way to find out the right route that will minimize the players’ costs and maximize their satisfaction.

Figure 2: Relationship marketing tools











We systemized in this way (as presented above in the figure nr. 2) the tools of relationship marketing first due to the philosophy we understood behind of relationship marketing and second due to the way these tools are implemented in the practice. Regarding the philosophy of relationship marketing we consider that any effort in this way should be augmented by permission marketing on one hand. That mean we can speak about relation only when we construct them with the permission and the implication of the regarded client. On the other hand whatever we do, that should help the sales force to identify, retain and glory the most profitable clients as well as to reduce the acquisition cost of new client. From these two folds we can use one, more or all the tools but we can say, in our opinion, that we implemented CRM only when we succeeded to establish a profitable double-way communication with the right customers.

To be more specific let’s take an example from pharmaceutical market. You, reader, please look in your pocket and find out how many fidelity cards you have from pharmacy chains. There is most chances to find out you hold two, three or even six different such cards. And this does not show that you are un “ugly” disloyal customer, but rather the chains does not provided you with the added value needed to consider only one of them. We also can bet that you were never asked in a pharmacy if the medicine you bought last time from them works fine with you or received a personalized letter from such chain regarding a promotion that fits your medical needs or recent purchase. Shell I ask you if ever happen to be called in a pharmacy on your name or if you could name your personal pharmacist? Is the same story with your family doctor? Not for so many of us but we are sure that a good part of us has the same problem with their physician. And if it is not your case you could ask your friends and colleagues to get the proof about my arguments. And can we speak in such situation about relationship?

As a conclusion to all that we said till this moment is that nobody should consider he/she is applying relationship marketing as long as did not check if it is indeed a double-way communication, interaction and construction along side the relation. The second important paradigm regarding the scope of this paper refers to the integrated communication.  There is no need to argument regarding the multiple marketing communication channels and meetings point by which the customer is exposed to pharmaceutical information. The aim of integrated communication is to provide consequent, coherent and consistent messages through all channels and/or meetings points. Ed Peelen (Customer Relationship Management, Prentice Hall, 2005) underlines at the bases of customer-supplier relationships description the followings: interactions and reciprocity, commitment and trust. The connection between integrated communication and relationship construction is obvious now. Only a simply question: why provided with a fidelity card while you cannot buy some of your preferred brands and getting a reimbursed prescription is only pure lottery?

The final important paradigm for our goal refers to the promotion. Classic view of promotion (Kotler, 2002) differentiates five tools: advertising, sales promotion, personal selling, public relations and direct marketing. Still good and useful classification, it would not be helpful to augment the relationship creation. Therefore we propose the following tools that allow interaction, real-time action customization and strengthen the relationship: sampling; fair and trade shows; demonstrations; continuity programs; incentive programs; seminars; lobbying ; personal selling; mailing (newsletters, post mail, e-mail, sms); blog marketing; word-of-mouth; buzz marketing; telemarketing ; webcasting; marketing website.
Instead of conclusion we propose a scenario that we hope would not remain science fiction but become reality soon. Prophylaxis is one important action that lower the medical cost through earlier identification of potential sever illness and educational programs. CNAS with family doctors and non-profit organizations should carry permanent programs such breast cancer screening, nutritional and alimentary education and so on. Periodical medical examination and laboratory analysis should follow for each insured person. I have just received from Health Ministry two coupons for my son: one for medical examination and one for laboratory analysis. I am eager to find out if my family doctor will call us for an appointment in the next months, as a follow-up of this program. Because this happens and is near to become consistent and efficient we dare to tell the following scenario. Recently I had to make an appointment for my 81 years old father to his family doctor to get his monthly-reimbursed prescription. After couples of hours queuing among old, ill and anxious persons (to not get an appointment soon enough to find funds for reimbursements medicine) I reached the stressed clerk who let me know there are no free appointments hours for my father in desired period. So I wonder when and if possible such things: my father goes to his doctor and get his same or modified prescription and before to leave the cabinet is scheduled at a convenient time for the next month examination and prescription. While he is in the way to his favorite pharmacy, his prescription reached the pharmacy via Internet and is prepared. He enter the pharmacy and is greeted by the pharmacist on his name, and while is receiving the already prepared medicine is told about a promotion for the vitamins he used to take time to time, asked if his wife need more supplements for her osteoporosis, and left with a samples o couples pills of Calcium for his nephew. Meanwhile, the doctor receive a notice on his e-mail from CNAS regarding his budget that is near to end and kindly asked to revise the treatment for top 20 most expensive patients and if he anticipate the next month treatments will be in the same range, to find out if it is needed to be revised the budget allocation for his patients. At the end of the day the pharmacist checked in her computer how many regular patients where provided this month with the prescriptions and how many funds she/he still have available for incidentally new clients. On line, on time, on budget. Customer relationship management or fiction? 
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