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“The centerpiece of Key Account Management is the creation of


lasting and robust relationships between businesses.”


Preface




Key Account Management in Pharma is designed to define, clarify, guide, and support readers around a promising business-to-business-model for the pharmaceutic industry. Managers in the pharmaceutical industry appear to have widely different understandings of what this acronym and the underlying business-model stands for. Even inside the same organisation, more often than not it is unclear what these three letters “KAM” really mean or could mean.





Many aspects in the settings of markets of the pharmaceutical industry have changed in recent years. Changes are gathering momentum and the speed of change is accelerating. The theory of evolution tells us that those who are most adaptive to change, will survive. In the pharmaceutical industry’s ecosystem, we have seen several species which have already become extinct. Additionally, mergers and acquisitions are continuously reducing the number of companies alive.


Spoiled by a wealthy past, some celebrate their reluctance to change. They stay where and what they are. Prof. Brian D. Smith wrote in his article “The end of Pharma” Some parts of our industry may go the way of the kitchen display cabinet and the word processor”1


Pharma has been exposed to more legal and regulatory restrictions in recent years. Compulsory codes of conduct have been rolled-out after fines amounting to billions of dollars had been paid by pharma for misbehaviour in marketing and sales.


Technological developments carrying a tag called “digital”, add to complexity causing even more challenges in this digital-adverse industry. Actively introducing and driving Key Account Management as a methodology can open numerous windows of opportunity.


In the past the pharmaceutical industry missed to actively shape what we tend to call the “pharmaceutical market”. After the central characteristic of a market is the presence of demand and supply there had not even been a market in the narrow economic sense of the word in the past. The demand side still is missing in some countries. Examples? With regards to Rx-drugs, patients cannot execute demand owed to missing the necessary knowledge and the right to purchase without prescription. Prescribing physicians are mediators, prescribing an available, listed medication. Payers, i.e. insurances or tax-funded reimbursement-organisations compensate for products prescribed. Pharma is the supplier, but who stands for the demand side?


Pharma still is caught in selling to their customers when they mean promoting a drug to a prescribing physician. They call these prescribers customers.


The word customer is defined as “Someone who bought or purchased (in the past-tense) a product or service.” Buying and selling” is a transactional business, an exchange of a product, service, or rights against money. Considering this, applying the word customer to a physician at least is misleading and leading towards misconduct.


Traditional habits prevail even after “selling” never resulted in a transaction. In the past, terms like “sales force” or “selling” have lead training companies, HR-departments, marketers, and medical reps far astray. Astray form their original decent: being a helpful and supportive therapeutic advisor to their target audience. What a pharmaceutical field force pursues is non-transactional. This means that selling and buying do not happen.




“Selling, deal-closing and negotiation-skills”-courses for


medical reps have contributed a lot to pharma’s poor


reputation.





The simple introduction of the word “selling” into pharmaceutical field-forces in the early 1980s drove senior management, field force mentalities, and mindsets into a wrong direction. It mis-shaped business processes, reduced rep’s education, and led to the share of voice model.


Until 2021, respecting needs and requirements of prescribing physicians is widely disregarded or only little more than a lip service.




You do not need to be a pessimist to worry about the ability


of the industry to adapt to the future.





The number of pharmaceutical companies is getting smaller. Mergers, acquisitions and deliberate bankruptcies2 take their toll from the overall number of companies. Larger pharma companies frequently acquire smaller companies or medical start-ups with specific abilities. Small entities often have a single remedy in phase II or III. Specialists or rare-disease units are major targets.


Patent protection and fully exploited pricing ranges make such companies valuable assets for their bigger peers. Therapy cost of million Euro or more, no longer establish a threshold for reimbursement. Of course, access to the market, registration and granted reimbursement are the determining factors. A single physician plays a marginal role. Pharma’s targets for Rx-drugs today are organisations or legal bodies. Tender businesses dominate many markets. My first contact with tender business was in Saudi-Arabia in early 2002. In the Kingdom of Saudi-Arabia submissions for drugs had regularly been requested by the military, being the major healthcare provider.


In Germany, the prescription market is dominated by tender business as well. In the largest of the EU-5 markets, 80% of all prescriptions are generic. Not to be thought of 20 years ago.


Statutory health insurances cover about 85% of the population. They invite for submissions granting business for 24 months, sometimes exclusively. Most contractual agreements are shared between up to three providers. The only differentiator in these markets currently is the cost of a pillbox. Following sources familiar with the procedure, confidentially granted rebates reach up to 90% from the list price. Bound to a European cost-structure, such pricing cannot be profitable for an enterprise nor grant survival.


Given such a setting the old-fashioned sales-model of pharma appears unsustainable. Contracts “decide” which product is to be prescribed. Pharmacists are obliged to substitute accordingly, and chronically ill patients are used to receiving changing pill-packs with different names and colours. In such a scenario visiting physicians with a field force does not really make sense any longer.




Key Account Management may be one entry door into


another era of pharma’s prosperity.








1 www.pmlive.com, Pharmaceutical Market Europe, November 2019


2 https://www.statnews.com/2019/09/16/if-purdue-pharma-declares-bankruptcy-what-would-it-mean-for-lawsuits-against-the-opioid-manufacturer/




Why this book?


First a clarification what this book will not deliver:




It is not a cookbook, reciting benchmarks, showing so-called best practices, making anyone believe that following others guarantees success.





The book’s idea:




The book intends to share ideas and point towards conceptual Key Account Management approaches, most probably helpful for the mid-term future. Ensuring a common understanding, needs a defined and common, yet versatile, vocabulary applied and spoken in Key Account Management.





The book is rooted in 45 years of experience in the pharmaceutical industry’s world. Discussions, meetings, events, and deep experiences with pharmaceutical professionals in more than 25 countries on all continents are a sound basis. Writing was a challenge, considering different countries, different markets, different settings of healthcare systems in general with varying payers.


In the majority of countries, both in developed and emerging markets, the traditional sales model of the pharma industry appears to be moribund, if not yet already dead. In 2012 Booz & Company (worldwide, National Analysts, booz&co , 2012) published these survey results:




68% of respondents believed that the current pharmaceutical model is broken and needs significant repair. Fewer than 10% believe the model is not broken.





Pharma exported their traditional sales- and business-model from developed markets into emerging-market countries. Owed to globalization and shared experiences across continents, the learning curves today are much steeper in those recently established marketplaces. It took 30 years of pharma’s efforts to end the “race or arms” of field force size and numbers of calls. The underlying “share of voice model” will fade out in the emerging markets a lot faster, than it did in the developed markets. Additionally, in almost all countries, pharmaceutical products nowadays are marketed in a true market surrounding.


Economists will remember what “market” stands for:


Market is “one of a composition of systems, institutions, procedures, social relations or infrastructures whereby parties engage in exchange.” Market means to deliberately bring demand and supply together.




	There are drug companies, which offer supply, and there are commercial and professional entities which stand for demand.







Demand can come from a state or governmental tender, a national health system, Medicare, Medicaid, PBM, the NHS, PCTs, distributors, hospital- or pharmacy-chains and many other possible networks or legal entities.







	In contrast to the individual prescriber, in all these entities, decision making depends and relies on several people. No one establishes a decision by himself.





In numerous projects we found that the acronym KAM was used indicating different things and concepts. In the 2020s the term KAM is still used as the better sounding notion, often applied to a re-named hospital salesforce of the past.


This is the definition of the “technical term” ACCOUNT:




An account is an entity, group, or network of people in which


decisions about drugs, devices or services are made by


several people.





KEY ACCOUNT MANAGEMENT IN PHARMA


Kotler’s marketing concepts started with product centricity, evolved to customer centricity and currently we talk, learn and read about Marketing 3.0. “From products to customers to the human spirit.”


Making Key Account Management future proof will need an underlying philosophy, much more holistic and imminently involved in the delivery of healthcare. KAM is a lot more than selling pillboxes at a price. From experience, you can tell that procedures and market approaches of the past will not withstand the omnipresent political pressures.


The challenge is to establish Key Account Management as a novel business model.




FUTURE HAS A PAST


After I started working in the pharma field force in 1975 in Germany, colleagues shared with me plenty of their experiences in the pharmaceutical area in these days and the time before mine.


At the restart of the German economy in the 1950ies, the number and locations of medical practices were limited and fully regulated. Not all of the physicians therefore could find a place to settle and open their own medical practice in these days. After these practices had been established, pharmaceutical companies invented a personalized channel to inform prescribing physicians about the therapeutic state-of-the-art and their products.


Pharma started hiring, educating, and sending pharmaceutical advisors to doctors in their private practice.


In these early days, “pharmaceutical advisors” have usually been medical doctors themselves and they started visiting their colleagues to tell them how to treat a specific disease and use or administer a specific drug.
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EXHIBIT 1: A MANAGERIAL “TRIPLE JUMP”





If the pharmaceutical advisor was not a physician himself, at least he needed to be a pharmacist, i.e. a member of the health care guild.


Only people with such a background, a reasonable degree of seniority and high trustworthiness could discuss, advise, and listen to doctors being on par with their colleagues in the office or a hospital ward.


To differentiate from these non-prescription OTC drugs, prescription drugs were called “ethical drugs”. It was perceived unethical to request, talk or press a physician into prescribing or using “my” drug.


Whenever there was a good reason to advise the prescription of another company’s medicine, this was fine and fully in line with the professional goals and ethics.


If a doctor needed advice or assistance in his therapeutic decisions, pharmaceutical advisors have been the perfect source of knowledge, displaying common medical sense, carrying wisdom and experiences from knowing plenty of other colleagues, having intimate insight into many doctor offices.


The doctor’s own and fully respected domain consisted of the steps:




	assessing and examining a patient


	finding a diagnosis.





After diagnosis was clear, therapy was the next step. The claim of medical representatives in these days was a deep knowledge about therapy in their respective area of competence. They had a deeper knowledge in the therapeutical arena, than a “normal” physician could have. Owed to their education and usually seeing 10 physicians a day, they could share any experience even around endemic illnesses.


When one of those medical representatives knocked at the door, in many cases the doctor asked his nurse to close the office, keep patients away and allow him half an hour discussing with the advisor from well-reputed pharmaceutical companies. Coffee and cookies offered by the doctor have been somewhat standard. The doctor sometimes felt honoured, being important enough to be visited.


In contrast to today, the word “customer” was obsolete. Words as selling etc. did not even exist and calls were called “visits” and lasted around 15 minutes and longer on average.


Doctors saw these visits as a perfect break in their every-day office hours. They could refrain from asking and listening to patients. Instead of they could share, talk, and exchange at peer-level. Doctors enjoyed the break, being encouraged to ask questions, and receive valued and valuable advice from their therapeutic advisors, later called medical representatives in return.


Those were the days, my friend.




THERAPY ADVISOR OR SALES REP


It was in the early 1980’s, when words like sales, selling or sales force had been introduced into the profession of the pharmaceutical representative. Pharma’s “only living contact to physicians” was put into a new and different pair of shoes.


The everyday life of the former “therapy advisor” changed considerably: the transition from advisors, respected consultants with rich knowledge, carrying a lot of therapeutical experience and delivering value to physicians, to becoming sales people, had begun.


Medical representatives started a metamorphosis.


One of the drivers of changes in their “sense-of-self and in the profession was the availability of “sales data”. With the availability of these data, the objectives of pharma changed. “Creating a preference” to prescribe my drug, driven by value, delivered through reps was gone. The era of revenue and market share started.


In 1972 IMS Health became a publicly listed company and in 1973 Medical Communications and Life Sciences divisions have been formed. At the beginning of the “era of selling”, every company had established their own market intelligence. Market data, the comparison with competitors, the size of an indication area etc. have been heavily used from product managers and forecasters around the world. Increased granularity of data and the option to look into sales at a brick level drove change and the desire to hold reps accountable for creating revenue.


This was a starting point of monitoring and auditing pharmaceutical sales and one of the tipping points for “pharmaceutical advisors”. More and more they were converted into “salespeople”. The fashion of setting sales objectives started.


Huge and heavy sales reports, 100s of pages of “tractor-fed” paper, printed with the first laser printers, contained data of a quarter, my own product and its competitors and of a group of reps. Computers still were of the size of a 3-bedroom apartment and the paper printed was measured in tons, transported by mail to regional managers.




The physician and his needs ceased to be of relevance for


marketing and sales in the pharmaceutical industry.





First line and senior managers started talking about revenue of a drug achieved or missing; they judged on their sub-ordinates following gains and losses and held them responsible for missing revenue. The quality of a rep from now on was measured in sales, sales increase, market share, market share increase or any kind of index made from these numbers.


The good rep from now on was the one with high sales.


The quality of their advice, their often intimate, professional relationship with prescribers, the deep knowledge about disease and drug, their ability to differentiate their advice according to the person in front of them, did no longer count. Asking the doctor for feedback and adding value to every minute of the doctor’s time no longer was an appreciated feature. The time of a professional link between community physicians through knowledgeable and trustworthy reps from the pharmaceutical industry ended.




The industry’s business model still is the same until today:


Promote drugs to prescribers and make them prescribe.







SELLING-SKILLS


Senior and other managers still are using the old vocabulary, attempting to tweak and redefine meaning and perception. It often looks and sounds like “riding a dead horse”.


“It is important to understand the current definition of selling, and in pharma that continues to be primarily ‘message delivery’ – and usually a product message at that - and certainly that needs to change.” (Paul Simms, 2014)


The problem in above quote from an eyeforpharma paper is that “selling” to a doctor hardly is defined, let alone does the act of pharma’s selling match the “normal” perception or economic rules.
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Selling in principle is a transaction, an exchange of a product, a right, or a service against money3. Selling is understood in this way across the world. Using the term selling in the context with a rep’s activity therefore is wrong. In addition, we must admit that “selling” nowadays has a negative connotation, at least with the people who are sold to.


This has changed, when markets evolved from being seller’s markets in the times of short supply to the buyer’s markets we live in today. Buyer’s markets: abundant supply, a huge variety of each product at almost any time and place, is today’s situation.


In the past, pharmaceutical companies trained their people in sales techniques, such as Spin-Selling4 etc. Core of these trainings was the identification of the call flow and the steps within this flow to be executed during each call.


Selling skills training was about a clear sequence of steps which have been monitored by rep’s managers. Their job was to assess and improve the degree of call-flow execution. In most cases and across almost all pharmaceutical companies the steps have been the same, training companies were the same and the outcome did not vary between companies.




[image: ]


EXHIBIT 2: TYPICAL CALL FLOW





MedReps had been trained to sell their products to counterparts that never bought or buy anything: prescribing physicians.


In today’s world, the vocabulary used appears to be outdated and words like negotiating or closing a deal point into aspects, which could cause expensive infringements of legal frameworks. Companies listed at the New York Stock Exchange fear the in-call behaviours of medical reps trained this way. In 2020, Purdue Pharma5 is well known for being under heavy scrutiny about their sales campaigns for Oxycontin. A Massachusetts attorney general complained in her multi-billion US$ lawsuit that members of the Sackler family are "personally responsible". She alleges they micromanaged a "deceptive sales campaign."


Many “sales-reps” have been employed neglecting the facts that Coleman et al. had published already in 1966:


"This important individual is a salesman who does not sell, just as the doctor is a customer who does not buy…The paying customer, of course, is the patient who takes his prescription to the pharmacist" (Coleman, Medical Innovation. A diffusion study, 1966)





3 https://www.merriam-webster.com/dictionary/selling


4 https://en.wikipedia.org/wiki/Neil_Rackham


5 https://en.wikipedia.org/wiki/Purdue_Pharma




THE „RACE OF ARMS“


Once selling as a concept was introduced and adopted by pharma, their field-forces were renamed and since then called salesforces.


The salesforce was fighting to achieve the planned launch trajectory, market share, or revenue with new launches at short intervals. Frequent new products caused short launch intervals requiring higher numbers of contacts. Pharma tried the obvious and increased the expected or demanded number of calls per day and the call frequency per doctor.


Medical reps, having lost their ethos as therapeutical advisors, very early smelled the new “piece-rate”. They successfully hindered their managers from turning this screw endlessly. It was easy to tell and pretend that more calls per day are not possible.


The option to increase “days in the field” therefore showed limited impact, but anyway: meetings had been reduced in number and duration. Training of any kind was carefully weighed against “days in field” lost as a downside of education.


Contact frequency became the Holy Grail of pharma sales and marketing.


In these days, being loaded with money, the next option for the pharmaceutical industry was to increase the number of reps. In order to interfere with existing relationships as little as possible, most of these “sales-force structure” and alignment-projects followed the concept of adding more sales lines. It was no longer one representative selling specific drugs, but “My range of products has become so wide that I needed assistance. From next week on you will be visited by a new colleague of mine as well.” was one of the standard announcements and excuses, when a physician asked the rep he knew best.
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