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Optimizing DTC Performance

How TNS Healthcare Helps Clients Build a Lifetime Connection Between Consumers and Brands

By John Mack

Direct-to-Consumer (DTC) advertising spending is
increasing despite increased criticism from
politicians and the recent implementation of
PhRMA’s Guiding Principles that put limits on
some forms of advertising to the general
population.

In the first half of 2006, DTC advertising spending
was up 9% compared to the same period in 2005,
according to data compiled by TNS Media
Intelligence, a marketing information firm (see
Table below).

Category Q1Q2 2005 Q1Q2 2006
Total Spend $2.26 billion $2.46 billion
TV $1.46 billion (64%) $1.45 billion (59%)
Magazines $0.66 billion (29%) | $0.84 billion (34%)
Newspapers $0.07 billion (3%) $0.07 billion (2.9%)

What is the pharmaceutical industry getting in
return for this increase? However you look at the
numbers, typical DTC approaches often don’t
deliver the impact they should for the dollars
invested, according to TNSfyi, a product
forecasting and healthcare/pharmaceutical model-
ing division of TNS Healthcare.

TNSfyi  forecasts incremental sales (ie,
prescriptions) for DTC campaigns and also
evaluates campaigns retrospectively. “We've

probably done 400 to 500 analyses of different
DTC campaigns over the years,” says Ken Sobel,
Senior Vice President at TNSfyi.

TNSfyi analyses help their clients

1. decide whether or not it makes sense to use
DTC in support of their pharmaceutical
products,

2. choose the right budget levels for their DTC
programs if it makes sense for them to run
the programs, and

3. calculate the likely returns on investment,
which is a critical issue for them in making all
these decisions.

The Two Most Common DTC Mistakes

The number one DTC advertising mistake that
TNSfyi has seen is in how the overall DTC budgets
are set.

“One the main issues of DTC advertising,” says
Sobel, “is the tendency for companies and brands
to overspend against the opportunities. This is a
natural consequence of how pharma marketing
budget levels are set.”

Sobel listed the following factors that
pharmaceutical marketers may use to set the
annual DTC budget in their organizations:

¢ Reach and frequency criteria

e Matching competitive budgets

e Recommendation of the agency

e Formal analysis of ROI or profit goals
e  Gut/Other

“Often, the way brand managers do this is to ask
their advertising agency what the right level is,”
says Sobel. “Or by deciding that they need to
match a key competitor's budget level, whether or
not it makes economic sense for their own brand.”

These days, with the kinds of analytical tools
available to marketers, there is no excuse to make
these kinds of budget errors, claims Sobel.

In Figure 1 (next page), the blue line (round data
points) is the revenue “response curve” for a
sample DTC campaign. Its declining economies-of-
scale shape is typical that is, the more you spend,
the less incremental amount of revenue is
generated. (Similar response curve analyses can
be done for other Rx promotional elements,
including detailing, sampling, symposia, etc.)

Revenue is maximized at the highest feasible
budget. The orange line (without data points) is
profit of the DTC campaign, calculated here as
‘revenue — cost.” The shape of its curve—with a
maximum value—is also typical. In this case,
maximum profit is reached when the DTC budget
is about $52 million.

“Probably the most common metric of all in DTC,”
says Sobel, “is return on investment or ROI, which
is typically defined as profit divided by budget” The
pink line (triangular data points) is the return-on-
investment (ROI) curve for the sample DTC
campaign.

Continued on next page...
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Figure 1: Promotional Response Curve

ROI, which is the profit rate, is maximized at the
smallest feasible DTC budget. “What we've
noticed,” says Sobel, “is that for any given product,
the higher your budget is, the greater the
awareness and incremental sales will be but the
lower the return on investment will be. This tells us
that using ROI for determining what the best
budget should be is pretty much a misnomer.”

For example, rumors regarding decreasing return
on investment for TV DTC may very well be true,
but that doesn’t mean that television DTC is not a
wise thing to do. The decline in ROl may be
because TV ad budgets are over inflated.

Another way to look at ROI is to examine the
incremental return on investment. That is, how
much return do we get for the next million dollars
spent? The green line (square data points) in
FIGURE 1 shows the marginal or incremental ROI
of the sample DTC campaign. It signals the point of
maximum profit when it crosses into negative
territory.

What should be maximized—revenue, profit, or
ROI? For most publicly traded companies, the
answer is profit (not ROI). “From this perspective,”
says Sobel, “it makes sense to continue spending
on DTC until the next dollar spent creates a loss.”

The Second Mistake

Awareness generation is a critical success factor in
DTC advertising. Awareness is driven not just by
DTC budget, but also by DTC copy quality.

“The second most common mistake in DTC
advertising that we’ve seen,” says Sobel, “is going
to market with subpar copy quality despite the fact
that everyone knows good copy quality is
essential.”

At every budget level there is a big variance in the
awareness level achievable depending upon the

copy quality.

“Everyone | talk to,” says Sobel, “is adamant that
they will go to market with superior copy or, at a
minimum, normative copy. The sad reality is that
the press of business, the requirement to get to
market quickly, means that DTC campaigns are
rushed into market and all too often do not follow
guidelines to assure that ad copy quality is at norm
or better.”

Imagine that to reach a target incremental script
and profit level your DTC campaign must achieve
40% awareness. As the example in Figure 2
illustrates (next page), you can achieve this goal
with a budget of $50MM with normative copy
quality. If you are fortunate to go to market with
copy that is superior—20% over norm—your goal
can be achieved at a budget level of about
$35MM. If, on the other hand, your copy quality is
only 50% of norm, then you will need to spend
about $85 MM to achieve the same goal.

Forecasting

TNSfyi approaches DTC analyses and modeling
from two directions: (1) Forecasting and (2) After-
the-Fact Analysis

Continued on next page...
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After-the-Fact Analysis.

After a client has already been
running a campaign, they may be

i

interested in learning how effective
it was. They may or may not have

——

done a projection with TNSfyi or
someone else. They want to find
out how much bang for the buck

they got. In those cases, TNSfyi
does a careful analysis of

prescription sales on the one hand
and how the sales have been
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OTC Budget ($FMMs)
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channels the client is using to

promote and market the brand.

“We take into account things like
120% norm detailing,  sampling,  medical

Figure 2: Copy Quality and Awareness

Forecasting typically entails doing a survey of
potential sufferers or people who might
appropriately use the product in question. In the
survey, TNSfyi exposes the subjects to the
message that the campaign would employ.
Subjects are asked directly how likely it would be
for them to ask their physicians about the product
after they have seen or heard the message and
they are aware of the product.

“We also conduct a survey among physicians and
find out from them if an appropriately indicated
patient asked about a specific product, how likely
would they be to comply with the request and write
a prescription for the product,” says Sobel.

Using those two data-collecting instruments for
input, combined with the media plans that the
company has, TNSfyi applies a proprietary
mathematical model that allows it to forecast
incremental sales. Generally, the results are
accurate to within about 10 or 15%.

What If Testing

This technique or tool allows TNSfyi to do what-if
analyses for their clients and answer what-if
scenario questions. For example, what if the
message was changed from positioning A to
positioning B? or what if the media mix was
switched from overwhelmingly TV and little print to
more of a balanced expenditure? What would the
incremental scripts be? What would the overall
return on investment be?

“By testing several what-if scenarios,” says Sobel,
“‘we can help clients design the best programs for
their brands.”

education and symposia as well as
DTC so we can control for those
other influences on script writing,”
says Sobel. “What we are left with
is the portion of scripts that can be directly
attributable to the advertising campaign being
analyzed. Without that careful control of variables,
you can get a very misleading picture of how
effective the DTC campaign was.”

This retrospective analysis is useful for optimizing
resource allocation for the coming year.

Commitment and Brand Worth

The fyi unit of TNS helps clients see how much
they are going to get from DTC. TNS’s Advertising
and Brand Performance Unit helps clients
understand why that’s the case and what they can
do about it.

“We are very involved in helping clients understand
the DTC spending decisions they have made and
the impact of those decisions around the kind of
media they have chosen to advertise in,” says
David Kweskin, Senior Vice President, Practice
Area Leader, in the Advertising and Brand
Performance Unit of TNS. “We help them
understand where they may be falling down or
where may be doing exceedingly well versus
expectations, versus other brands in the same
category.”

Kweskin focuses on “commitment” to segment the
kinds of users a brand will have and as a measure
of a brand’s worth.

“Satisfaction is a weak determiner of brand worth,”
says Kweskin. “Commitment, on the other hand, is
a whole different animal. We find a strong relation
between commitment and share of wallet or what

Continued on next page...
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the brand is getting out of the total spending in that
category by the consumer” (see Figure 3, below).

In the world of DTC, Commitment means
commitment to one brand over another brand.
Commitment and loyalty are not synonyms. Loyalty
is a behavioral measure, based on past actions. It
is what people have done, such as their purchase
and repurchase patterns. However, “loyalists” are
not necessarily committed because they may
continue on a path simply out of inertia—"it's what
the doctor gave me”—and not out of conviction.
Loyalty does not predict what a person will do
tomorrow.

Commitment is a psychological measure. It tells
you how people feel. It's about the strength of the
psychological relationship—the bond with a brand.
As a result, commitment is predictive. It lets you
anticipate future behavior, not just a look back in a
rearview mirror.

Committed consumers are attached “at the hip” to
their brand. That means they are far less likely to
pay attention to competitor ads, far less likely to
request another drug of physicians, and far less
likely to ask friends/relatives what they use. In
human terms, they are indivisible soul-mates with
their chosen brands. One can count on committed
customers to be there, regardless of
circumstances—*until death do us part.” Moreover,
they will give you as much of their business as they

Satisfaction does not predict behavior
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can. They are willing to pay more, are less likely to
defect, and are active “missionaries.”

TNS and Kweskin define commitment as having
three dimensions:

¢ Needs Fit: How do people rate your brand?
How do alternatives compare?

¢ Involvement: How important is choice in the
market? How much does choice matter?

e Ambivalence: How much are people torn
between different choices? Are there many
or few reasons to choose another brand?

“In our system,” says Kweskin, “we develop these
into four main levels of commitment: Entrenched,
Average, Shallow, Convertible. No doubt other
researchers have their own approaches to
commitment.”

Kweskin estimates that less than 20% of users of
an Rx brand are at the “Entrenched” level of
commitment to that brand. Even leading brands
may not necessarily have a hold on commitment
(see Figure 4).

“Using the commitment model that we have
developed,” says Kweskin, “we are able to help our
clients understand how vital it is to the health of the
brand to understand the different levels of
commitment to the brand by users.”

Continued on next page...

Committed people use client more often
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Figure 3: Segmentation According to Satisfaction vs. Commitment. There is a strong correlation

between commitment and share of wallet.

© 2006 VirSci Corporation (www.virsci.com). All rights reserved.

Pharma Marketing News



Pharma Marketing News

What Drives Commitment?

TNS is able to determine what the key drivers are
that determine what makes one individual more
committed to a brand than another individual. For
example, the attribute “works longer” may be what
distinguishes a committed from an uncommitted
user. Therefore, the advertising should include
messages about this attribute.

If someone is really committed to a brand, he or
she is not really interested in anything else—sort of
like a marriage. This person may not even be
aware of another brand even though it is heavily
advertised and has created great buzz in the
marketplace.

“You have to find things that distinguish the brand
and drive commitment,” advises Kweskin.
Ultimately, it will take users beyond loyalty to a
new level of attachment to their brands that
ensures optimum brand use today and into the
future.
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Pharma ‘@94
Marketing Roundtable

The Pharma Marketing Network Roundtable
(PMN__Roundtable) is a series of periodic
teleconference or webinar meetings of
pharmaceutical marketing experts who discuss
and exchange views on topics of interest to
pharmaceutical marketing and sales
professionals. PMN Roundtable Members
include professionals working within pharma-
ceutical companies as well as in advertising
agencies, medical communications companies,
and other pharmaceutical vendor companies.

Recent discussions:

o What's in the Future for ePharma Marketing?

e Trends in Commercial Support of CME

o Dissemination of Scientific Information: Role of
MSLs and KOLs
Communicating Risk in DTC Advertising
Pharma Gifts to Physicians - Where's the Real
Conflict?

e 2006 Pharma Trends

To be considered for membership in the PMN
Roundtable, please fill out the
Online Pharma Marketing Network Roundtable
Membership Request Form.

ADVERTISEMENT
5th Annual

Pharmaceutical Product Launches
Leverage Pre-Launch Market Positioning Strategies
for Accelerated Product Uptake
December 5 - 6, 2006 West Conshohocken, PA

Distinguished Faculty Include:

Allergan, Inc., ALTANA Pharma AG, AstraZeneca, Endo
Pharmaceuticals, Indevus Pharmaceuticals, Neurochem
Inc., OraPharma and Solvay Pharmaceuticals, Inc.

Featured Presentation From the FDA
Barbara S. Chong, Pharm.D., BCPS,
Team Leader, Division of Drug Marketing,
Advertising & Communications,

Food and Drug Administration

Two Pre-Conference Workshops —
A. Small Pharmaceutical and Biotech Market
Entrance Strategies
B. Pharmaceutical Pricing and Reimbursement
Strategies

For more information or to register, please call
800-817-8601, by fax at 781-939-2495; visit us online,

or email cbireg@cbinet.com

ADVERTISEMENT

Personalized Drug Dosing
Discover the Commercial Implications and the
Recent Advances in Guiding Personalized
Medicine

November 16-17, 2006 ¢ Hyatt Regency, Reston, VA

Key Topics:

. Hear two of the leading CMOs as they share their thoughts

on Personalized Dosing

Biomarker-Based Drug Dosing in Drug Development

Hurdles to the Adoption of Pharmacogenomic Tests

The Commercial Prospects for Personalized Drug Dosing

Effective Collaboration Between the Academia &

Manufacturers

e  The Role of Non-Pharmacogenomic Tests in Personalized
Dosing

. Optimum Warfarin Dosing Based on Pharmacogenomics

Register today and be a part of this must-attend event to learn

various scientific and business developments brought about by

new discoveries, methodologies and processes that will enable
improved healthcare for all individuals.

USE REGISTRATION CODE: P107PMN AND
RECEIVE $500 DISCOUNT!

Please visit the conference Web site:
http://www.exlpharma.com/events.asp
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