Generic Drugs—
Tomorrow’s Market

By WILUAM F. HADDAD

Mr. Haddad Is the Director of the Office of Legislative Oversight
ond Analysis in the New York Sote Assembly.

WOULD LIKE TO SHARE with you succinctly, precisely and

candidly my views of the state of the ar of the ethical drug _.n.nnzﬂ_...
From a business point of view, | don't like what 1 see. The classic
inflexibility of some of the mAjor companies is creating a domessic
Vacuum which must aseracs foreign investment. Competition will he
restored to the industey either by the decision of the major companios
o abandvn the techniques of the past which have kept (erug prices
unreasonably and unconscionably high. o by the intervention «f
skillful entreprencurs who will scoop up a marked made ripe by state
And federal legislation.

Ar you may know, 1've St a great deal of my profeesiimal 1iie
dealing with controversial subeets, from rolitical coreaption and ara
ianmzed crime in New York, 1o anti-trist znd poverty in Waskingron
Pt in all tkat time, the preserption drug mdustry has remained
uttique. 1t is the orly mdustry 1 know that believes s vwn deceptions,

Tust this month, an in-hoee VIUTNEY for @ major pharmaceutical
house, in 3 private conference called to neRTtiate the necessity of gheir
appearance under subrena at & puhlie hearing, told me his mcﬂu.u:u.
had not had a recall for over twenty years, in sharp eontras to the
smaller genetic hopary wlich, e said. have repeated recalls. The
professionala knoy there is litle difference, today, between generic
aml teade company recalle or adjusiments, S0 I found his statemen
hard to believe, bat Je muisted. | checked. His company had gyer
twenty-five recalls and MmNy minnor confrontations with the Food and
Drug Administration (FDA, since 1970 aline. Yet he e believed

the industry's pPropaganda that he raisod the issue in 5 professional
conference
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At a pharmacy convention Iast month, called i part ¢ .
New York's tough new law mandating syhagien * Exhmine
wall of opposition when 1 tried ¢, explain that ghe
imterest, due to changing state laws, no |
{acturer.

However, the audience was not. as [ had expected, composed of

pharmacaists, but af detailmen m:a.ﬂ._s_sui. marketing personnel whi
greatly outnumbered the pharmacists Present,

Protecting the Consumer's Rights

Today, without even batling an eyelash, the drug industry, which

meented and sustained a political campaign in all fiity states 10 pro-
hibit the pharmacist from exercising his professional judgment on
schstitution, and to keep the constmer out of the selection process,
mw, having lost that victory, is telling state legisiators they must
protect the consumer's right to select his product. We both know
that industry has secretly decided to fight a rear guard action against
generics, buying time to convert 10 “branded generics”. But to insure
e success of this pear guard action, they need to create new state
laws, iollowing the successful route of the filties when they uced
e legislatiires 1o prevent substitution and advertising. Their new
kw waulg allow a consumer to specify a brand name in states where
Ssbstitution s permitted ar mandated. The coneumer could walk up
1 the Pharmacist and say “grive me Parke Davis tetracycline, m_:n‘:r_u—
—..T_nvv. tasafe, low v_.mnnn._ generic.” Dociments | hare seen _-.,._.nu”n
._w.# the industry has contingency plana to ahift a n:._:_n:._.n_ por
& 0 813 billion promotion badget into mass media. Aat ey
% to the doctor, they now plan to do o the consumer. Now ._wuh
€ and feder) legislatures have caught up ith) firepagotad u.n
”ammnn Teimbursement practices to compel reneric Hrzhsm..“urnh

¥ dustpy in the very near future will begin to market to =

Backience, an aud; ironically which the industry desperatcly tre

Fr.mf_v Knce, . But. industry faces one

Bajo, s Ut Of the process for twenty yeara lled over and

19 hipde S . shich, in past years, ro

Payey - State legislatures, w s who could eall on the
Cone, %ead for the drug industry -i.eﬁw.— edica
r_:&v&»:..nnm- and the local American ce were. Many legis-
r.l— P. are ng longer as vulnerable as they on .
M I.ﬂ.ﬂ.&!mﬂn—.—#l&ﬂi nrn_“!lnh.m__aun the going easy
"% time
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tonsumer must have the nght of final selection is one fine public refa.
nens arguyment,

Basis of Industry Profits

Underneath all of these plans, of course. is the quicksand on
which drug industey profits are based - the mass deception that gen.
€Tich are not as safe or as effective as trade name products. When that
argument goes, the house-of-cards will topple into the quicksand
Two major Cumpanics from whom we took public sesnion testimony
last year told ys thay ¥evenly 1o eighly percent of their brand name
Products were available gractically,

Publication of the New York fermulary, and ies subsequent vers-
Bcation by the FDA, wan the first nait in the eoffin. Now mdusiry’s
atiack must be eacalated from the relatively defenseless generic com-
PaaY, to the scientifically powerful FDA.

Shortly, either the Congress or the FDA Rsell may initiate a
similar list. The drugs on that list wilj either he calted “interchange.
able™ or. at the VEry worst, they will he labeled “medically injer.
changeable.” with the only differences between products limited to

ment will have issuedt jes figy of bicequivalens 4
mandated to set price ceilingy.

Next. either the feds or the New York Assembly wilf
additional cofurmn to the i - a price comparison, There, in one simple
document will he the full Sory : imerchangeable drugs, approved mangfe.
tters and comparative prices. It will he exceedingly diffieuls for

add one

politician 1o fight the inevitability of thas list when

will reveal a range of one dollar for the lowest priceq safe effective
.uﬁdnﬁﬂi..mzl?ﬂo for the mos widely weed



“Prescribe Genericolly"’ Policy i

ember how the AMA rcame to charge s

tﬂqﬂ”ﬂ“ﬁﬂ“”%nﬂmwm Mn.qw In those days. back in the fifties. n_”.n

AMA’s distinguished Council on Dmgs approved all advertisemer:s

for the AMA Journal and would only allow the maaed.u“o... to vse 3

brand mame. It came down hard on useless drug combinations. And,
like the AMA itself. advocatei] generic prescribing.

The AMA hired a Chicagn consulting firm to tell them how to
increase the revenues of the Joureal, The answer was obvicus: get
rid of the Council and change yonr generic policy. AMA did best
and the Journal flourished, furnishing, at one point, as much as
twortkirds of the AMA's entire budget.

The Journal hasnt changed much in all these years. In the
current issue, there iz an article which reports that even hatch testing
of tetracyeline doesn’t insure mzngasnﬂe::w and an editoriz! con-
demning generic prescriding. In the past. the Journal has been abie
to reach doctors with this information withont fear of rebutrtal. It
Temains to be seen if the change of air in Washington includes the
willingness to challenge this thinly disguised industry propagands,

Deceptive Marketing

There are some hard facts which the induttry must face in the
months directly ahead. You and | know that the drugs on the New
York st are safely interchangeable and that the difference in their
©ie comes from a style of marketing which | classify as deceptive and
which is increasingly coming under gavernmental restraints.

‘ou and T alse know that many branded generics are made for
the large companies by generic honses who sell the same products for 2
t2ird to a fourth of the trade name price. How long do you think
3¢k a deception can be maintained? The large companies cannot
Qasly claim these products are not manufactured safely; they can-
29t say their branded generics are more effective. They can only
g.ff?-ﬁmnrﬁw%gawg??ew.f
*maller generic company. In short, the “cover-up™ will create more
Pablicity than the act, a Ia Watergate.

) Ho&ugng?g.&.za-}awg The other
g-ﬁaaﬂ.i.fgﬂﬂ.ﬂnﬂnzﬂﬂiﬁrgi
Mde name products. To that equation, factor in this information-
gﬁuiiﬂfﬂilg.fflri?
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preme Court has ¢nded the ban on advertising. and ..__Mﬂ.”ﬂsﬂw
goveérnment reimbursement plans are _ﬁrﬁnn to generic | ~,: i
this information : the FDA—at long last—is taking a.uuaah stan 3
the medical interchangeability of proclucts u:.n_ cutting through un M.
haze of taoavailalality and ocquivalency. .ﬁ-:r. that cold En.c,..a
husiness equation, how long do you think it will be before foreign
investors seek out this attractive market? FEighteen months ago |
warned that we were creating a vacuurn for foreign take-over, d.:n__
as the Japanese and the Germans took over the small car business
when General Motors failed to heed the wamning of some of its execu-
tives that it was worth the risk to cut profits from eight pereent re-
turn on investment to six percent return to keep the competition out.
These executives argued. as | argue now. that if you let this attrac-
tive market go. foreign.ommed peneric conglomerates will begin to
challenge all your drug products, prescription and over-the-counter.
Serious business, but | don’| see too many drug companies treating
® as serious business, Two take-overs are already in the offing,
One new owner with tremendous capital to invest,

Foreign Competition

If | were an overseas investor. you know what | wordd do? |
would find one or two Amerjcan houses, buy them out, increase pro-
duction from foreign source material—thus further CULLNG ¢O5tg—apnd
establish 3 Foremnst. McKesson distribution syste, provide liabifity
coverage, deliver in the middleof-the-night usng the new dir-freight
distribution sysiems. create an eight hundred line for
Food credit, run contests and, in general, do what a pood oid Fashioned
American entrepreneys would have done hefore the drug industry
became addicted to menopolistic marketing 13«&93.

Will anyone heed this warning * I doyle it. The ear guard actjon
of branded generics is a short term policy that will face stifT opposition from
Fovernment. leaving the field wide open to foreign competition.

The salvation of the drug industry jg 1o R0 back to hasies. Spend
some of the promotion budget on finding new drugs ang providing
iethods for better s¥stems to deliver drugs into the

body.
flies wi
sition politicians could be run out of town, S gis

._.rn-p_,.-...o..e:.r_u Industry is 10 become competitive and ¢
frot companies po break the line and cater the true generic I_-wru—”
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it st from that experience and will restore Wall Street investor
T AT
‘Phiais a new ball game, the industry no longer owns the ball-
~i# 0T teen the concessions. 1i the ethical drug industry IS to survive
iy QORADG; THRRIS in investor confidence it must .open its ears to its
sbiis ainl, as my father used to say to me, learn from your enemies.
[The End]



