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STRATEGIES FOR
DEVELOPMENT

AND BRINGING NEW
PRODUCTS TO

THE MARKET: pECULIARITIES

OF PHARMACEUTICAL MARKET

ANNOTATION

Projects on development and bringing new products to the market remain one of the most popular
ones in the practice of modern companies. In case of their successful implementation, companies
manage to significantly increase market share, attract new consumers, to raise the level of its innovative
activity, as well as to improve financial performance.

However, a well-known fact is a high proportion of failed projects in the field of bringing new products
to the market, especially in the pharmaceutical industry. Therefore, the purpose of this article is to
identify the main sources for obtaining information by a consumer about innovative products; to
determine the factors that influence consumers when choosing new products in the pharmaceutical
market.

As a result of the research, it was revealed that the success factors of the innovative product include
two components: technical, which determines the high utility of the innovative product, and marketing,
taking into account the criteria for selecting the product by consumers. The work shows that the majority
of consumers of both B2B and B2C segments rely on a source of information such as the Internet when
making the purchase decision. Thus, effective communication with potential consumers on the Internet
will be one of the main success factors of launching a new product.

Based on the results of the study, it was determined that the main factors that highlight the innovative
pharmaceutical product are completeness of information about it, as well as a high level of client
support. In this regard, to meet the requirements, it is proposed to launch a separate independent
platform to support the launch of an innovative product, which will include: complete information
about the properties of the product; all necessary technical documentation, as well as a section dedicated
to supporting potential customers.

Practical implementation of the results of the research is shown on the example of developing a strategy
for promoting an innovative product of BIOCAD.

KEy INNOVATIONS, DEVELOPMENT, PRODUCT LAUNCH, NEW PRODUCT,
PHARMACEUTICAL MARKET, COMMERCIALIZATION, CONSUMER
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cost of their development is costing companies
too much [Cooper R.G., 2009]. Indirect confir-

INTRODUCTION

For the companies' success in the market,
careful planning and a good strategy for devel-
oping and bringing new products to the market
are particularly important. A large number of
new products is a mandatory condition to retain
leadership positions in the conditions of strong
competition. However, most of these products
do not provide competitive advantages, and the

mation of the practical importance of projects on
launching new products in the market is the fact
that there are many studies where the authors
show that company's position in the market, its
financial stability and innovative performance
depend on successful implementation of pro-
jects on launching new products to market [Tra-
chuk A. V, Linder N. V, 2016a; 2017a]. How-

ever, the development and launch of new products to the market
are accompanied by high risks and require large investments
[Edgett S., Cooper R., 2008].

Many domestic and foreign experts consider the promotion
of any product as a set of some functions, and not as a complex
process. For instance, to launch new products to the market
successfully, it is necessary to build relationships with clients,
relationships with stakeholders [Alexa S.V., Volodin Yu.V.,
2017], constantly review the business models and form the
organization's capacity to adaptation of their competence to
changing environmental conditions [Trachuk A.V., Linder N. V.,
Ubeyko N. V., 2017], the role of open innovations and networks
is shown [Kuriatnikov A. B, Linder N.V,, 2015; Trachuk A.V.,
Linder N. V., 2016b]. The launch of new products to the market
is one of the stages of the innovation process [Trachuk A., Taras-
ov L., 2015; Arsenova E. V., Nikolaeva T. Yu., 2018].

In foreign studies, models for the phased development and
implementation of new products in order to minimize the risks
of bringing new products to the market and reduce costs, are pre-
sented [Cooper R.G., Edgett S.J., 2012].

Today, there are no studies on the successful implementa-
tion of projects on launching new products to the Russian phar-
maceutical market. Promotion of the innovative product of the
pharmaceutical industry requires a completely new approach and
the entire promotion policy. In this article, an attempt is made to
identify key features of the development and implementation of
strategies for bringing new products to the market by Russian
companies in the pharmaceutical industry. In this article, an at-
tempt is made to identify key features of the development and
implementation of strategies for bringing new products to the
market by Russian companies in the pharmaceutical industry. For
their successful promotion, a study was conducted to determine
the parameters of innovative products in the pharmaceutical in-
dustry, which are the most significant for consumers.

MODERN APPROACHES TO BRINGING
NEW PRODUCTS TO THE MARKET

There is a significant number of publications devoted to the
strategy of bringing new products to the market and their com-
mercialization [Krishnan V., Ulrich K. T., 2001; Bhattacharya S.,
Kavadias S. 2007; Chao R.O., Kavadias S., 2006; Trachuk A. V.,
Kornilov G.V., 2013; Trachuk, Linder, 2017c; Trachuk A.,
Linder N., 2017], the following questions remain open:

* How to increase the probability of successful launch of a
new product in various industries, including in the pharma-
ceutical industry?

* How can the existing product development and the pro-
cess of launching new products be changed and adopted in
innovation-oriented companies, including pharmaceutical
companies?

Among the most effective tools for promoting new products,

researchers identify the following:

* involving consumers in the process of new products de-
velopment [Linder N.V., Dmitrieva A.I., 2016; Arseno-
va E. V., Sokolova T. Yu., 2017];

» use of e-business tools [Trachuk A. V, Linder N. V., 2016a;
Trachuk A. V., Linder N. V., Antonov D.A., 2014];

e personalized communication [Arsenova E.V., Panko-
va O.N,, 2017];

* Improvement of marketing mix tools [Akrani G., 2010],
including pricing strategy [van Vliet V., 2013].

In order to be successful and attract consumer's attention,
a new product must meet consumer's preferences and have the
manufacturer's claimed properties. Price, quality, functions and
brand of the product are also important. Therefore, before bring-
ing new products to the consumer, it is important to conduct
market and consumers' research. The important stages of launch
of new product have been determined: product development, in-
ternal testing, external testing, choice of the target market and
consumer, timing of the launch of a new product to the market,
bringing of the product to the market [Gluck, 2012].

The structure of the process of developing and launching a
new product to the market is described by the model "Stage Gate"
[Cooper R.G., 2001] (Fig. 1). After each stage there is a gate, a
sort of checkpoint. In fact, these are the criteria that determine
whether or not to continue working on launching this product.
The model is used by many international companies in order to
increase the chances of success when launching new products.

Fig. 1. The "Stage Gate™ model [Cooper R., 2001, p. 130]
In addition to the studies mentioned, a number of works men-
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tion the importance of researching sources that consumers prefer
to obtain information about the product [Adams D., 2012].

Before starting to develop and launch a new product to the
market, which traditional media is preferred by the target audi-
ence of customers (Fig. 2) [Gray C., 2012]. With the use of these
media, the company can invest in the promotion of new products
to the market more effectively [Gray C., 2012].

Fig. 2. Media sources that are used to bring a new product to the market
[Adams D., 2012]
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Literature review allows us to make the following hypotheses
about the nature of the tools for bringing new products to the
market that pharmaceutical companies can use:

+ selection of information sources, taking into account the

greatest demand for the Internet;

+ providing consumers with complete information about the

properties of the new product by means of personalized
communication with them.

FACTORS OF CONSUMER'S CHOICE
OF AN INNOVATIVE PRODUCT

The object of the research is strategic aspects of development
and launch of new products, the subject is the peculiarities of
consumers' perception of new products, the main source for ob-
taining information by consumers.

The sample was 220 people: 121 men (55%) and 99 women
(45%), average age: 25-35 years old. People aged 25-34 (37%)
prevailed, while there were slightly fewer people of age 45-55
years old (24 %) (Figure 3).
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The tasks were to identify:

 the main source for a consumer for obtaining information
about innovative products, especially those that enjoy the
consumer's confidence;

« factors that influence consumers when selecting new prod-
ucts in the pharmaceutical market;

* barriers to bringing new products to the pharmaceutical
market.

Stages of research

Stage 1. The survey method is a questionnaire using a spon-
taneous sample and the snowball method. Participants of the re-
search were asked: by what sources they receive basic informa-
tion about innovative products, which sources they trust?

Stage 2. The analysis of factors of successful promotion of in-
novative products of the pharmaceutical industry was carried out.

Stage 3. In order to investigate the influence of the factor of
consumer choice on the promotion of the innovative product,
in-depth interviews were conducted with managers of pharma-
ceutical companies and customers in order to identify the key
parameters of innovative pharmaceutical products. Questioning
of BIOCAD's customers was also held in order to rank these pa-
rameters according to the degree importance for the consumer.
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Stage 4. The analysis of barriers to the distribution of innova-
tive products on the pharmaceutical market has been carried out.

MAIN RESULTS OF THE STUDY

Information sources

To obtain the data, qualitative and quantitative research meth-
ods were used with an unbelievable sample: the snowball meth-
od, spontaneous sampling. Respondents often refer to reviews of
relatives, reviews on social networks, blogs and forums. Most
of all they trust their relatives. Reviews on the forums are trust-
ed less, they are perceived only as an information source. Re-
spondents carefully study information and feedback on medical
services before using them. Only 5% of respondents leave feed-
back on the Internet by themselves, both grateful and negative.
The majority of respondents preferred the Internet (60 people,
30%), a little less - radio (50 people, 25%). Leaflets (40 people,
20%), television (30 people, 15%) and other sources (10 people,
5%) were noted less frequently (Figure 4). According to the re-
spondents, advertisement does not influence the acquisition of
pharmaceutical products (48.6%). 63 people (31.4%) buy adver-
tised pharmaceutical products, 34 people (17.0%) try to buy them
(Figure 5). The majority of respondents saw the advertisement of
innovative pharmaceutical products extremely rarely (115 peo-
ple, 57.1%), comparatively less than those who saw it often (45
people, 22.9%), did not see it at all (23 people, 11.4%) (Figure
6). The prevailing are those who refer to advertising neutrally
(144 people, 71.4%), significantly less than those who rated the
attitude as "more positive" (45 people, 22.9%), the rest haven’t
decided on the answer (11 people, 5.7%) (Figure 7). It is possible
that respondents saw advertisements about pharmaceutical prod-
ucts rarely enough and did not remember them. The majority (86
people, 42.9%) found it difficult to assess those who are satis-
fied with completeness, somewhat more (63 people, 31.4%) than
dissatisfied (51 people, 25.7%) (Figure 8). When answering the
question about the qualities of advertising innovative pharmaceu-
tical products, opinions were divided. According to the majori-
ty, advertising is easily perceived (33 people, 16.5%), but many
do not remembered it (25 people, 12.4%) (Figure 9). It is likely
that advertising materials do not convey to the consumer what
is needed, as a result of which advertising does not produce the
desired effect. Advertising of pharmaceutical products in Insta-
gram causes a neutral attitude in almost half (96 people, 48.6%),
a relatively smaller proportion is of those who like it to some
extent (46 people, 22.9%) (23 people, 11, 4 %). Only 5 respond-
ents (2.5%) like advertisement of this enterprise and 11 (5.7%)
do not like it, the rest remained neutral (144 people, 71.4%). The
majority purchase pharmaceutical goods sometimes (103 people,
51.4%), followed by those who do it periodically (51 people,
25.7%). Almost as many do not get anything at all (40 people,
20%). The smallest is the number of respondents who buy phar-
maceutical products regularly (5 people, 2.9%) (Figure 9).

Promotion of innovative pharmaceutical products was main-
ly rated as insufficient (69 people, 34.3%) and extremely inade-
quate (46 people, 22.9%), comparatively fewer respondents rated
it as sufficient (57 people, 28.6%) or found it difficult to answer
(29 people, 14.3%).

So, the most popular information sources is the Internet.
When looking for a pharmaceutical product, every third person

Fig. 4. Information sources on innovative pharmaceutical products:
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turns to the Internet. A significant number of consumers remain
unsatisfied with the quality of innovative pharmaceutical prod-
ucts. Respondents are neutral about advertising of pharmaceu-
tical products, probably because it is not interesting and crea-
tive enough. Advertisements do not contain all the information
you need. As a result, respondents noted that advertising leaves
much to be desired. Therefore, it is necessary to make significant
changes in advertising messages and to achieve correspondence
of messages to customers' requests. Thus, the first hypothesis of
this study about dissatisfaction with the quality of information
about innovative products by consumers and on the Internet as
the main information sources on innovative products in the phar-
maceutical industry can be considered as confirmed.

Table 1
Assessment of environmental factors

Direction
of
influence

Weight,

Factor o,

Growth of the pharmaceutical
market and the increase in the 25 +1 +25
share of Russian companies

A large number of imported 20 1 20
goods on the Russian market
Dependence on foreign 20 1 20
suppliers
Dependence on the exchange 15 4 _15
rate
Governmental support 10 +1 +10
The trend of low-quality food 5 0 0
consumption
Fertility growth 5 +1 +5
Total 100 -15
Table 2
Assessment of factors of the internal environment of the company
"Pharmstandard”
. Direction of
Size of the 30 +1 430
company
Dependence on 10 1 _10
state regulation
Dependence on 10 -1 _10
sales figures
Low industry
consolidation A sl AL
GMP standard 5 0 0
Etrong production 20 +1 420
ase
Center of
Scientific
Research and J - =
Development
Total 100 45
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Analysis of factors for successful promotion

The pharmaceutical industry remains one of the most profita-
ble industries, with a sales profitability of 17%. Developed coun-
tries that have a powerful pharmaceutical industry do not directly
support the industry, but actively stimulate the development of
new areas of research: biotechnology, genetic engineering, etc.

When analyzing the external and internal environment of the
pharmaceutical companies, each factor was given a importance
rate and an estimate (Tables 1, 2). All factors of external and in-
ternal environment are grouped in Tab. 3 and 4.

BIOCAD is constantly working on expanding research and
development. Thus, the company's development strategy can be
defined as the development of the market and activation of R &
D to launch innovations.

Within thirteen years, the total costs of the bringing of new
BIOCAD medicines to the pharmaceutical market have increased
almost times 10 (Fig. 11). This is due to a high risk of failure, the
costs for longer clinical trials and the growing costs for obtaining
permission from government authorities.

Many promising substances are often brought to the advanced
stage of clinical trials, and then get rejected. Very few substations
(according to different estimates, 1-2%) reach the market stage
are received. To finance such research and development, consid-

Table 3
SWOT-analysis of the state of pharmaceutical companies

Dependence

Size of the company +30 on sales -10
figures

Growth of the

pharmaceutical market Dependence

and the increase of +25 on the 15

share of Russian
companies in it.

exchange rate

Dependence
Governmental support ~ +10 on state -10
regulation

Center for

0 Scientific
Research and
Development

The trend

of low- 0
quality food
consumption

GMP standard

Table 4
Opportunities and Risks of Pharmaceutical Companies

A large number of

S;f)(glllgc tion base +20 imported goods on the -20
p Russian market

Low industry 420 Dependence on foreign 220
consolidation suppliers

Fig. 11. Value of launching new medicines in the market, bill. doll.
[The Pharmaceutical Industry, 2016]
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erable financial resources are needed, which the pharmaceutical
company has only if it releases new medicines at once to several
national markets as soon as possible. Only transnational compa-
nies can afford this.

The success factors of the innovative product include the high
utility of the innovative product and the criteria for selecting the
goods by the consumer. To achieve success, it is necessary to
look at the innovative product from consumer' point of view, to
present his expectations regarding this product. It is necessary to
take into account the peculiarities of the market (B2B or B2C). A
corporate (professional) customer is much better informed than
an individual consumer, since there are several specialists in a
particular area in the preparation and decision making center.

The influence of consumer choice on the promotion of inno-
vative products

When studying the influence of the consumer choice factor
on promotion of the innovative product by the author, we con-
ducted in-depth interviews with the managers of pharmaceutical
companies and clients in order to identify the key parameters of
pharmaceutical innovative products. BIOCAD customers were
asked to fill out questionnaires in order to rank these parameters
in terms of importance for the consumer.

Step 1. A depth interview was conducted with 5 employees
of BIOCAD's central office and 12 regional consumers of inno-
vative pharmaceutical products, their opinions and recommenda-
tions are taken into account in this study. All of them were asked
the main question:

"What parameters of the quality of innovative pharmaceuti-
cal products, in your opinion, are important for the consumer?"
It was proposed to determine five important parameters. Conver-
sations were conducted in person, by phone and by e-mail. As a
result, a list was compiled.

Quality parameters of innovative pharmaceutical products

» Compliance with pharmaceutical products standards;

» product availability;

* delivery of the product on time;

 availability of additional options / applications to the
service;

» possibility of express delivery of the product;

* informing and supporting partners;

 reservation of goods;

* delivery time in case of delivery delay;

* response time to a delivery failure;

» qualification of the company's employees;

* availability of the company's outlets;

» quality management system (ISO 9001: 2000);

» provision of a contract work plan;

» agreement with the client on the execution of contracts;

» flexible discounts system;

* individual approach to the client;

* the time the company responds to customer requests;

* company's employees’ friendly communication manner;

» providing additional information materials;

» possibility of resolving issues through the representation
of the company in the region;

* timely invoicing;

* availability of license

Stage 2. In order to assess the parameters of the innovative
product in terms of its attractiveness and consumer's need, a
questionnaire was compiled. The questionnaires were sent by
e-mail to representatives of 20 regional companies, specialists in
the field of advancement had two questions.

« Ifthis parameter is present in the product, how do you feel

about it?

» If this parameter is not in the product, how do you feel

about it?

The following answers were proposed:

» "It suits me completely" — 2 points;

» "It is necessary" — 1 point;

* "Does not matter" — 0 points;

* "Not exactly what I need, but I take it easy" — 1 point;

* "I do not like it" — 2 points.

The results were sorted by the CANO method (Table 5). The
frequency of assigning parameters to categories by the CANO
method (Table 6) is calculated by the formula:

Table 5
CAHO table

Quality parameter

Quality parameter is missing

2 Error Attractive
1 Inverse dependence  Indifferent
0 Inverse dependence  Indifferent
-1 Inverse dependence  Indifferent
-2 Inverse dependence  Inverse dependence

Attractive Attractive Linear

Indifferent Indifferent Necessary
Indifferent Indifferent Necessary
Indifterent Indifferent Necessary

Inverse dependence  Inverse dependence  Error
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Compliance with Pharmaceutical Product Standards
Product availability
Delivery of the product on time

Availability of additional options / applications to
the service

Possibility of express delivery of the product
Partners informing and support

Reservation of goods

Delivery time in case of delivery delay
Response time to a delivery failure
Qualification of the company's employees
Availability of the company's outlets

Quality management system (ISO 9001: 2000)
Provision of a contract work plan

Agreement on the execution of contracts with the
client

Flexible discounts system
Individual approach to the client

The time the company responds to customer
requests

Company's employees’ friendly communication
manner

Providing additional information materials

Possibility of resolving issues through
representation of the company in the region

Timely invoicing
Availability of license

Note. The highest value of the parameter is selected.

Table 6
Evaluation of the importance of the quality parameters of innovative pharmaceutical products

Parameter
7.7

38.5
15.4

0

0
23.1
7.7
7.7
23.1
153
7.7

23.1
30.8

15.4

15.4

30.8
30.8
15.4

154
30.8

Table 7

76.9 0 15.4
53.8 0 7.7
30.8 154 38.5
0 154 84.6
23.1 30.8 46.2
46.2 7.7 23.1
23.1 15.4 53.8
46.2 23.1 23.1
154 154 46.2
38.5 23.1 15.4
46.2 23.1 23.1
7.7 7.7 84.6
0 15.4 61.5
38.5 15.4 15.4
53.8 30.8 15.4
154 38.5 30.8
23.0 38.5 23.1
53.8 0 154
154 38.5 154
30.8 0 53.8
23.1 7.7 53.8
23.1 7.7 38.5

Evaluation of the quality level of innovative pharmaceutical products of pharmaceutical companies in new cities (11 regions)

Quality parameter

Compliance with Pharmaceutical Product Standards
Availability of the service

Informing and supporting partners

Delivery time in case of a delivery failure
Qualification of the company's employees

Access to the company's outlets

Agreement with the client on the execution of contracts
Flexible discount system

Individual approach to the client

The time the company responds to customer requests
Friendly manner of communication of the staff

Provision of additional information materials
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7.73
7.27
6.18
5.64
7.18
6.73
6.82
4.64
5.91
4.82
8.91
593

Table 8
Evaluation of the quality level of innovative pharmaceutical products of BIOCAD (11 regions) and other companies

Assessment

Parameter

Compliance with Pharmaceutical Product Standards
Service availability

Partners’ informing and support

Delivery time in case of a delay of delivery
Qualification of the company's employees

Access to the company's outlets

Agreement with the client on the execution of contracts
Flexible discounts system

Individual approach to the client

The time the company responds to customer’s requests
Company's employees' friendly communication manner

Providing additional information materials

Frequency of assignment = (Number of references to the cat-
egory / Number of respondents) * 100%.

So, in the proposed list of qualities of innovative pharmaceu-
tical products, the representatives of the firms did not find any
that would seem necessary to them. 13 parameters were indiffer-
ent (52%), 9 parameters were linear parameters (36%). Individu-
al approach to the client and the time the company responded to
customer requests is attractive to representatives of companiesto

Stage 3. The quality parameters of innovative products are
chosen by their attractiveness and consumers' need:

+ meeting the standards of pharmaceutical products;

* service availability;

* partners’ informing and support;

 delivery time in case of delay in delivery;

* qualification of the company's employees;

* availability to the company's outlets;

+ agreement with the client on the execution of contracts;

 flexible discount system,;

+ individual approach to the client;

 time of the company respond to customer requests;

+ friendly communication manner of staff;

» providing additional information materials.

Using published materials and other external sources, the au-
thor estimated the level of quality of innovative pharmaceutical
pharmaceuticals on a scale from 0 to 10 in 11 regions: the Urals,
the Far East, the Sakhalin Oblast, the Trans-Baikal Territory, the
North, Siberia, Caucasus, the Center, the Irkutsk region, the Vol-
ga region, the Samara region. Estimates by region were averaged
(Table 7).

Stage 4. Via e-mail, a survey of 30 BIOCAD clients was car-
ried out in the regions where the selected cities are located. The
questionnaire contained a list of service quality parameters for
representatives of the retail network, the respondent was to eval-
uate the specified parameters of BIOCAD services. "

Conditions for rating:

the minimum value is 0 points;

the maximum value is 10 points.

Other Competitiveness of
g;gflﬁ:l)) pharmaceutical BlocaD
companies
8.75 7.73 Middle
8.50 7.27 Middle
9.33 6.18 High
8.58 5.64 High
8.25 7.18 High
6.50 6.73 Middle
8.33 6.82 High
7.17 4.64 High
7.75 5.91 High
7.67 4.82 High
9.33 8.91 High
6.94 5.93 High

We calculated the average value of each parameter of inno-
vative pharmaceutical products of BIOCAD, and then compared
them with other pharmaceutical companies (Table 8).

Stage 5. Via e-mail, we sent another questionnaire to 52 re-
gional consumers of innovative pharmaceutical products. The
questionnaire contained a list of quality parameters of the service
of representatives of the retail network, the respondent had to
answer the question:

"If BIOCAD has the opportunity to provide services of rep-
resentatives of the retail network in your city, and the quality of
services for you may change, are you ready to conclude an agree-
ment with the company of this company?" Variants of answer: "I
choose BIOCAD" "I remain with the former representative of re-
tail trade", "I find it difficult to answer". After receiving the ques-
tionnaires, we calculated the percentage of potential consumers
ready to become BIOCAD clients (Table 9).

Table 9
Willingness to conclude an agreement with BIOCAD

Number of clients
Reply

absolute, persons Relative, %

Choosing

blocAD 32 61.5
I remain with

the former 1 211

representative of
retail trade

Struggling to give 9 17.4
an answer !

Absence of "necessary" parameters in the category "Neces-
sary", a large number of "the indifferent" and the final sample of
services characteristics can indicate a lack of experience of con-
sumers, inadequate quantity of services and lack of the necessary
level of service from retail representatives.

Analysis of published materials and other sources showed
that 11 pharmaceutical companies provide services with a quality
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Table 10
Structure of BIOCAD investments in R&D at different stages of the pharmaceutical process, % [Intellectual Property, 2015]

Stages Number of patients Duration, year

Preclinical trials — 4
Clinical trials: — 7
20-100 healthy
sfinze | volunteers Wip e L
Stage 2 Several hundred 12
patients
Several hundred to
Stage 3 several thousand of 2-4
patients
Stage 4 Usually several 1-5
(additional trials) thousand patients
Approval and . 23
Permissions

above the average (estimated from 5 to 8 points). Suppliers of in-
novative pharmaceutical products carefully monitor compliance
with technical requirements to the service, pay attention to the
level of staff qualifications.

30 BIOCAD partners in the regions rated the quality of goods
and services of the company higher than those of other market
players. Comparative characteristics of the quality of innovative
pharmaceutical products of BIOCAD and other pharmaceutical
companies have shown BIOCAD's competitive advantage over
future competitors in the event of release to a new market and
launching an innovative product.

This confirms the second hypothesis of the study about the
importance of personalized communication with potential con-
sumers of innovative products in order to convey complete infor-
mation about the properties of the product.

Barriers to the bringing new pharmaceutical products in the
market

The main problem of the pharmaceutical industry remains the
lack of a mechanism and system for supporting start-ups, a deficit
of venture funds. In the next five years, dynamics of the Russian
market will be determined by economic factors (economic re-
covery and growth in household incomes), demographic trends
(aging of the population, morbidity growth) and state support for
domestic enterprises. The process of research and development
in the pharmaceutical industry consists of several stages. The to-
tal cost of BIOCAD for R & D is 18-20% of revenue, the distri-
bution of this amount is shown in Table. 10.

With the complication of technologies for the development
of new drugs, the volume of innovations is decreasing, while the
level of regulation on pharmaceutical markets, the requirements
for drugs, and testing are growing. Even today there is a shortage
of innovative funds that could be brought to market; there is a
low productivity of R & D. Over the past 10 years, the annual
volume of BIOCAD medicines at the development and research
stage has actually declined (Figure 12).
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Share of total
Contents investments
in R&D, %
Synthesis of new substances, biological 28
screening, pharmacological testing
— 67
Testing for toxicity, safety, optimal dose 3
selection
Evaluation of efficacy and identification of side 13
effects
Confirmation of efficacy and side effects with 33
prolonged use
Identification of new consumers, comparison
with other medicine, determination of the
clinical effect and long-term drug safety on a 13
wide sample of patients and compliance with
the terms of the permits
— 5

Fig. 12. Number of registered BIOCAD products
[EFPIA 2016]

|
30 -
|
IU—:. l
0 4

2010 2012 03 2013 2016

. New molecules

e
"

- Bioph armaceuticals

The development of new medicines and their promotion to
the market costs more and more. From 2005 to 2015, R & D
expenditures increased from 15% to 17.1% of total costs, sales
and general management expenses from 28.7% to 33.1%. The
largest share of costs falls on marketing in the pharmaceutical
market. The increase in marketing costs can be considered as one
of the reasons for the shortage of innovative medicines, while it
is believed that drugs that are really in demand do not require
promotion in the market. Limited resources and high competition
force companies to focus on several areas, reduce the product
portfolio and, accordingly, to strengthen cooperation with the
best specialists in selected areas.

Industry entry barriers are a combination of economic, tech-
nological, institutional conditions and parameters that, on the one
hand, allow existing firms to set prices above the minimum aver-
age costs of production and bring their product to the consumer
without stimulating potential competitors to entry to the market,
and, on the other hand, prevent new companies from earning
a profit in the same amount as received by those who have en-
trenched in the market.

Strategic barriers arise due to the conscious activity of the
firms acting in the market, their strategic behavior. Non-strategic

barriers are created by fundamental conditions of the industry,
factors of an objective nature and, for the most part, independ-
ent from the companies activities or weakly susceptible to their
influence. Since strategic barriers are difficult to track due to the
unpredictability of firms' behavior in the market, let's consider
non-strategic barriers:

» Market capacity (restraint of demand). Among the companies
represented in the research, there are negligible few
Russian enterprises (1 out of 20 - this is "Pharmstandard").
Of course, there are other companies in the market, but
they are unlikely to enter the top 20. Meanwhile, the
pharmaceutical market in Russia is considered to be
growing rapidly.

* Material infrastructure base. Due to the geographic features
of Russia, the costs of logistics play a large role in the
efficiency of any enterprise.

However, the state takes measures to support enterprises of
the industry as strategically important and shaping the country's
economic security. The federal target program "Development of
the pharmaceutical and medical industry of the Russian Federa-
tion for the period until 2020 and further prospects" presupposes
measures to support the pharmaceutical domestic business. In
addition, a number of other programs that indirectly affect this
industry are being carried out, with a stake on innovative devel-
opments in the field of medicines. The trend leads to an increase
in prices for imported medicines and medical equipment, and
their accessibility for consumers, especially for socially unpro-
tected categories of citizens of the Russian Federation, decreases.
The technological level of the production capacity of domestic
enterprises in the pharmaceutical and medical industry does not
meet modern production standards. There is a shortage of highly
qualified personnel capable of performing the necessary work.
The program "Development of new educational programs and
educational modules for specialized higher and secondary spe-
cial educational institutions" is called upon to overcome their
deficit. Financing and selection of companies and medicines are
very selective and, possibly, even subjective, there are no proper
measures for tax incentives, the state control is rather weak. Nev-
ertheless, there are no effective organizational mechanisms for
introducing the results of research and development works into
the industrial production of innovative pharmaceutical and med-
ical products, the results either remain unclaimed or go abroad,
from where they "return" as finished products.

CONCLUSIONS AND PRACTICAL
APPLICATION OF THE RESULTS

In the buying decision-making process, most B2B and B2C
customers rely on the Internet. Thus, effective communication
with potential consumers on the Internet will be one of the main
factors for the success of launching a new product.

Among other proposals in the market, an innovative pharma-
ceutical product can be allocated mainly due to the completeness
of information about it, customer support at a high level. To meet
the needs and support the product, it is proposed to launch a sep-
arate independent platform where full information about product
properties, all necessary technical documentation, a section on
customer support will be presented. To promote this platform, it

is suggested to use methods of Internet promotion, develop rela-
tions with medical professionals.

All methods of promotion on the Internet can be globally
divided into SEO methods (Search Engine Optimization) and
SMM methods (Social Media Marketing). SMM promotion
methods are not applicable in the case of a prescription medicine.
The SEO methods are divided into internal and external. Internal
SEO-methods are aimed at optimizing the Internet platform (site)
in order to increase its relevance for consumers and promotion
on the list of issuance by search engines. To successfully advance
with the help of SEO-methods, the platform should have the fol-
lowing qualities:

* optimized semantic core, eliminating inefficient queries;

» optimized information materials: shorten the length of
headlines, increase the uniqueness of texts by editing them,
add visual materials;

« optimal speed of the site load: compression of the code and
removal of elements from JavaScript and CSS code that
block the display of pages, setting the correct image format
and compressing them to reduce the volume;

* optimal response time of the server by the absence of errors
in HTML and CSS-code, absence of "broken" links with
the help of the service, no shortcomings in navigation of
the promoted site.

The external search site optimization (contextual advertising)
is aimed directly at potential site visitors:

* attraction of targeted traffic from sites related to the

BIOCAD website;

* ensuring awareness of the potential target audience about

pharmaceutical innovative products of BIOCAD.

Within the framework of promotion in the target audience,
work with clients is conducted: studying their desires and needs
and forming a positive image. First of all, they determine the tar-
get audience, develop individual proposals for it, including pres-
entation materials for diverse communication with the consumer.

To systemize the communication strategy with professionals
and consumers of the medical industry, the communication pyr-
amid is used, which displays the hierarchy of interaction with
different levels of specialists and consumers (Figure 13).

Fig. 13. Communication pyramid

public procurement af innovative products

Waork with relpresentarives of public authorities
in the field of healthcare, aimed at establishing

Heads
of medical
institutions hlm{'d at reporting the maximum valumae
of product information (for example,

properties, benefits, side effects, etc.)
Uﬂ(tﬂl’i
tunducnn training presentations
for specia 5!1 selling innovative
products to the end user

Providing the maximum amaunt
of information in a form
accessible to ordinary consumers
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The scope of communications with medical representatives

includes:

* The State. On its behalf, the Ministry of Health and state in-
stitutions responsible for purchasing pharmaceutical prod-
ucts enter into interaction with the pharmaceutical indus-
try. Communication is extremely important at this level,
as public procurement in the field of innovative products
make up the bulk of sales, especially at the first stages of
the life cycle of the innovative product.

» Heads of medical institutions and doctors of different spe-
cialties. At this level, a decision is made to prescribe a spe-
cific drug to the patient. It is very important that specialists
of this level have full information about the product, un-
derstand why this product differs from the main competi-
tors and the closest analogues.

* Pharmacists. Specialists responsible for the direct sale of the
product also need to understand the innovative product so
that they can give advice to customers at the point of sale.

» Patients. End-consumers of the innovative product are the
key link in the matter of innovations diffusion. Consumers
need to be able to get all the information they need. This
can be achieved through an individual approach to each
consumer and client, using the technological capabilities
of Internet platforms.

The proposed measures are universal for pharmaceutical

companies and can be used by them in practical activities.
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