White Paper

Are you prepared for the 2009 PhRMA Code Changes?:

Solving problems created by the 2009 PhRMA Code Changes and Foreign HCPs
on the Trade Show Floor

Pharmaceutical Sales and Marketing VPs must not only overcome the challenges that regulations put on
their jobs; but with the advent of generic drugs, they must more and more prove return on investment
for every dollar spent. They are facing increasing limits on what is allowed and facing increasing demand
on justifying expenditures.

In 2009 associations will be confronted by challenges brought on by the new Pharmaceutical Research
and Manufacturers of America (PhRMA) code. Restrictions that will have a direct impact for exhibitors
on the way sponsorships are structured. The status quo marketing strategy for exhibitors will experience
significant upheaval in 2009. This new year will see an increase in regulations imposed within the
industry itself as well as by state and federal government. Along with that we are seeing an increase in
foreign healthcare professionals (HCPs) on the trade show floor. Exhibiting is looking less and less
attractive.

But only if companies continue using them as a sales and marketing venue and continuing to do things
the same way they’ve been doing them for the past 20+ years without considering their effectiveness. By
changing a few key components of your exhibit marketing plan you can not only comply with new
regulations but also build brand equity. This will help you to be seen as an industry leader both here at
home and across the globe.
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“Sometimes the
situation is only a
problem because it is
looked at in a certain
way. Looked atin
another way, the
right course of action
may be so obvious
that the problem no
longer exists.”

Edward de Bono

International (non-
U.S.) attendance at
healthcare
conventions at 29

percent

Market Drivers Impacting Your
Current Exhibit Strategy

This paper will focus on two market drivers that demand exhibitors change
their current strategy if they want to be successful. These are the PnRMA
code changes and the increase in foreign HCPs on the show floor. Edward
de Bono, a British physician, author, inventor and consultant said,
“Sometimes the situation is only a problem because it is looked afin a
certain way. Looked atin another way, the right course of action may be
so obvious that the problem no longer exists.”

2009 PhRMA Code Changes

In an effort to fend off government imposed regulations, PhRMA has
formulated new guidelines which include the ban on non-educational
itfems given fo healthcare providers and their staff. The ban concerns the
very items exhibitors have come to depend upon as part of their exhibit
strategy. The current theory being, if a company gives the HCP a small gift,
the HCP will reward them by taking the time to be detailed on a particular
product. Those responsible for a company's exhibit strategy are throwing
up their hands and saying, “now what will we do2 Who will want to listen to
us if they get nothing in return2” In 2002, when PhRMA imposed tighter
restrictions on what companies could give HCPs, the same cry went out;
but instead of looking at better alternatives, less expensive giveaways were
found.

Increase of Foreign HCPs on the show floor

Due to the high level of quality the contfinuing education associations are
delivering at their annual meetings and other events, as well as the drop in
the US dollar’s value, more and more foreign HCPs are attending industry
eventsin the U.S. A 2008 study by the Healthcare Convention and Exhibitors
Association (HCEA) looking at 52 leading U.S. based heathcare conventions
(U.S.-organized events) reported nearly three-quarters of attendees come
from North America. The remaining 27% of attendees represent non-North
American regions.

Europe accounted for 14% of aftendees on average, followed by Asia with
6%, South America with 4%, Australia with 2% and Africa with 1%.

The comparative global demographics are important for U.S.-organized
events because they serve as an industry benchmark. When these event
organizers were asked, on average, what their international (non- U.S.)
attendance was in 2007, the average response was 29%, which is up from the 19.9%
they reported five years ago.

The way companies are currently exhibiting regulates what they can and

cannot say to this nearly one-third of a show's attendees.
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Challenges Faced Today

Attendees Complaints on exhibits

Before you can formulate a new approach, it is important to understand "SR ) I( !

the way the HCPs see your exhibit. Too often, we as marketers and sales (, Ht _) y ('D 10 #
professionals think we know what our customers want or knew at one time : ’ o
what they wanted but never took the time to re-evaluate what we were o/, (C# 'O /1#2

doing. 30418 Q. # 45I(" #
We push to them the information we want them fo have, but is this really + _) x| (-B : !(' #5!
the information they are seeking? | .H&HHE+ 78

Let us look at what the HCPs are saying about the exhibit floor. A study
conducted by Photosound “Inside the Mind of the Physician” interviewed
aftendees at the International Diabetes Federation Meeting (IDF) in
December of 2006.

Aftendees common complaints on exhibits were:

* Crowded Exhibits

* Sales Reps (too aggressive, unwelcoming, too many)
* No new informatfion/education

e  Too commercial/unbalanced information

" #EH& () ' F( %&H( -

Crowded/exhibit too small

Sales resp (too aggressive, unwelcoming, too many)

No relevance

Quizzes & games

No new info/education

Sufficient exhibit space, good exhibit
6.7 design and traffic strategy are key
to avoiding crowded exhibits or
exhibits perceived as too small
— the key reason given by
delegates for avoiding an exhibit.

Too commercial/unbalanced information
Time

Unattractiveness/visually too busy
Knowledge/history of company

Iack of gimmicks/giveaways of no value

The importance of a positive impressior,
by sales representatives
and the appropriate number
of sales representatives is
also an important factor to
ensure HCPs do not
avoid your exhibit.

No visible reps

No seating

Empty exhibit

Presentations

Too many giveaways
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Consistently throughout the survey attendees (73 percent classified
themselves as physicians and 23 percent classified themselves as nurses)
ranked education as the top reasons to visit the exhibits along with
innovative experiences and technology. Ranking lowest as enficement
to visit an exhibit were giveaways or prizes.

In another survey, “The Doctor’s View of the Exhibit Hall” conducted by
Exhibit Survey's Inc. at the 2006 AAFP Scientific Assembly shows similar
results. Eighty-seven percent said they were looking for new products
and technological advances on the show floor. What they did not like
about the exhibits:

* Vendors being very aggressive

* Some did not provide any new info

* Not enough info regarding 3rd party payers for their
product/service

* Some booth reps not available (burned out toward end of day)

* Not all vendors are friendly

* Despite well presented products and services | still must think out
how to use them

* Biased information

* Wary of marketing

* False information from vendors

* Toys, non-useful giveaways

* Displays are too slick

Tied Up in Red Tape

Despite the results of surveys and opinions of HCPs many marketers in
healthcare have been using giveaways as a crutch. But as of January
2009 the debate on their effectiveness will be over for most companies
exhibiting in the U.S.

The Pharmaceutical Research and Manufacturers of America (PhRMA)
has once again updated its Code on Interactions with Healthcare
Professionals. Adherence to the code is voluntary, but most industry
experts agree that the code is partly there to stave off legislative action.
The new code bans giving out “items for healthcare professionals’ use
that do not advance disease or tfreatment education — even if they are
practice-related items of minimal value (such as pens, note pads, mugs
and similar “reminder” items with company or product logos)”.

In an August, 2008 Second Opinion Report published by the Manhattan
Institute titled “PhRMA's New Marketing Code” Senator Herb Konhl,
Chairman of the Special Committee on Aging shares his views. “As
Chairman of the U.S. Senate Special Committee on Aging, | have held a
number of hearings on the sales and marketing practices of the
pharmaceutical and device industries. Currently, drug companies spend
far more on gefting doctors to prescribe their drugs than they do on
research to create the drugs in the first place. | was dismayed to learn
that the drug industry's marketing strategy involves heavy lobbying of
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doctors through frequent office visits, a constant stream of freebies, and
other payments, gifts, and fees of varying value. It is worth noting that all of
these practices are quite similar to those that were recently banned in the
U.S. Congress for ethical reasons.”

He goes on fo say, “"We will look forward to seeing how these guidelines are
implemented and we will continue to pressure the industry to ensure that
the industry-doctor relationship does not compromise the doctor-patient
relationship."

We are not arguing here whether or not giveaways and inexpensive meals
have undue influence over HCPs. Our point is, like it or not, banning the use
of non-educational giveaways is where we are heading. With or without
this ban, there is a much better use for your marketing budget than coffee
mugs, jump drives and engraved pens.

The Melting Pot on the Show Hoor

This presents an entirely different problem. HCEA reports that 29 percent of
aftendees are non-U.S. based attendees. With our current sales and
marketing focused exhibits, about all your staffers can do is hand these
visitors a giveaway. Because your sales reps cannot provide the information
foreign HCPs are looking for, they see no value in attending the show or
spending time with these visitors.

According to the HCEA Special Report on Healthcare Meeting
Globalization, only 14 percent of exhibitors are accommodating these non-
U.S. attendees. The knee jerk reaction of most exhibitors is to simply cut
back on the shows they attend or cut back on their exhibit space and staff.
By doing this exhibitors are thinking only of the immediate rewards of their
exhibit and are not focusing on the future of the company in general. You
are missing an
opportunity to build
brand awareness in other
counfries, raise the
company'’s perceived
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The Historical Approach to Exhibiting

Traditionally marketers have approached exhibiting with the afttitude of,
“we know what HCPs need to know. How do we make them listeng” This
turned the practice of exhibiting intfo a tactical one instead of a strategic
one. Before you knew it your main concern was what giveaways will attract
the most doctors to your booth so you can get them to listen to the
information you are providing them.

The better and more popular the giveaway, the bigger your booths needed
to be which made your main priority the logistical considerations of fraffic
flow, give-away selection and pricing, shipping and storage. Companies
started measuring their ROl based on the number of visitors to the booth.
Each year the goal was to increase the number of visitors and you may
have started implementing a reward system for your staffers based on how
many card swipes they collected. The doctors were standing in line
sometimes for 20 minutes or more to receive an engraved pen. Some stood
in line and didn't even know what they were getting in the end. This made
us believe that we were winning. The only thing we were winning was the
‘who has the best tchotchke' contest. Exhibits became an overcrowded,
chaotic discount store. As a result, doctors seeking information and
education were turned away because sales reps were too busy swiping
cards and giving away freebies, they didn’t have time for a conversation.

Another problem that exhibitors had and sfill have with the current sales and
marketing focused booth is that much of the information HCPs are looking
for, sales and marketing reps cannot provide. Regulations severely limit
what arep can and cannot talk about.

This ties in directly to the increase of foreign HCPs on the show floor. Sales
reps hands are tied with the information they are allowed to give a booth
visitor. According to the survey by Photosound “Inside the Mind of the
Physician,” foreign visitors were looking for information of product availability
in their country. All you need to do is stand outside a booth and observe
the staff when a foreign visitor approaches. The sales reps see no benefit in
engaging with them and will most likely do one of the following: Hand them
a brochure and send them on their way, give them a giveaway and send
them on their way, suddenly become too busy to talk. thisis usually done
by pulling out their mobile phone and walking away from the booth as if on
a call, gathering in groups of other sales reps so they appear to be
engrossed in conversation, or worse, being acutely rude to the visitor.

Perhaps this is why surveys are showing respondents saying they feel
unwelcome in the booth. This type of hands off approach does nothing for
building brand equity in countries where you may one day be approved.
Current booth strategy thinks only of the short term, not of the future.
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The Solution - Medical Information
Dominant Booth

The solution to the status quo is changing your exhibit from a sales and
marketing focused booth to a medical information portal. Currently, many
companies dedicate a small corner of the booth to medical information.
We are suggesting increasing the footprint of medical information anywhere
from 50 percent to 75 percent of the booth space.

1) %40 41/ Q3.1 : !
Benefits 10/ .# #8&+ ") (' #.!
With this change marketing can re-direct their promotional item budget into ;) % ( +&2./ -&#(l #
delivering information and education to HCPs. The booth staff's focus ;)* $/ , SH8SH. ; #A#: |
moves away from the logistics of giveaways to that of being information VAas()\(.# (* # ()-!
providers. You also eliminate overcrowding due to the distribution of the S QA \TH #4
giveaways, not to mention the money you will save on shipping and storage o '
fees for each show. You will raise brand awareness in other countries, raise 5) % -#!$-) 1+#:10 '(' !
the company’s perceived value to treatment of disease in general and you [ 1 84 341* | 68!
are provided with a valuable market research opportunity. HEH/ ! !) $$) (% -(Si

What to look forin a solution provider

Whether you decide to use the services of an outside exhibit management
company or you choose to keep it in house, you will want to look for five key
competencies in the personnel creatfing your new strategy.

* Thorough understanding of FDA regulations and PhRMA guidelines.

* The ability fo train a technical/scientific staff on how to ‘work the
booth’.

* An ability to work closely with all departments to ensure quantfifiable
goals and objectives are put in place for each show.

* A willingness to make changes to the current exhibit strategy that all
accountable parties can feel comfortable with.

* A set of metrics to determine what changes are working and which
ones are nof.

Example of Implementation

One major pharmaceutical company was considering significantly cutting
back on the size of the booth they purchased at several major shows. This
would allow them to cut back on the number of sales reps they sent to the
show. The reason being, foo many foreign visitors were on the floor and, as
their sales reps could not engage in meaningful dialog with them, there was
no pointin having the presence they have had in the past.
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They decided to go a slightly different route. They are now experimenting
with a smaller sales and marketing booth; but have also purchased a
separate medical information booth space located several aisles away
from the sales booth. This has helped to eliminate the dangers of the
appearance of sales reps on the floor of the medical information area.

With these changes they are now able to have the best of both worlds.
They can still detail doctors and distribute marketing materials but they can
also provide an area where trained staff can answer more in-depth
questions on product pipeline and clinical frial information.

The Red Cedar Strategy

At Red Cedar we have been paying close attention to the way the
audience on the show floor has been changing and have been
advocating strategic change for years. We have been privy to the
problems giveaways have brought to booths from storage issues, traffic flow
and even fist fights over an inexpensive cloth bag. What we have not seen
is any tangible evidence of value added to a company through the use of
giveaways.

We have also noticed the increase of foreign doctors on the floor and have
been providing recommendations and suggestions every time we heard
exhibitors say they could do nothing about it. Instead of continuing with the
status quo we went out and talked to medical licisons of pharmaceutical,
bio and medical device companies and came up with a strategy that was
feasible.

Changes are always difficult for pharmaceutical, medical device and
biotech exhibitors because of the hazy interpretations of regulations. Some
companies are faster to adapt to new ways of marketing than others. If you
think back several years there was a time when almost every company
thought regulations and their legal departments would not allow a
brand.com website. Today there are very few companies who do not have
them. Now the controversy surrounds the creation or use of online
communities. Many companies are backing off saying there is foo much
liability involved. Yet many companies are doing it successfully.

We understand that different companies interpret the code and regulations
differently and we are more than willing to work within a company’s
boundaries. However, we will constantly push those boundaries to
challenge our customers’ thinking. We don’t want our customers to get too
comfortable-so comfortable that they end up in a position where they are
today and don’t know how to change when change is needed
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Traci A. Browne
President
Red Cedar Marketing

Red Cedar Marketing

7400 Barclay Rd
Cheltenham, PA19012-1303
215.635.3016
hitp://www.red-cedar.com

We feel that an exhibit booth is only as good as the people who staff it.
We are dedicated to training the professionals that work in the booth so
that they are completely comfortable in that environment and know
what to do in just about every situation that might arise. There are many
companies that train staff on booth etiquette but very few that are well
versed in Pharma regulations as well as trainers who have a sales and
marketing background. We prepare our clients with scripts so that each
booth staffer can adapt to their own unigque style and we do thisin a
respectful yet engaging way.

As a part of our service, Red Cedar includes a measurement piece of the
pie. There is no point in making changes if you cannot come up with hard
proof that the changes worked or didn't work. We measure the
audiences reaction pre, during and post show through surveys of
aftendees.

If you are interested in an initial consultation at no cost to understand
exactly what we are proposing and to decide if your company is ready to
implement changes, please call Traci Browne at 215.635.3016 or e-mail
fraci@red-cedar.com

For a downloadable version of this paper go to

http://www.red-cedar.com/news.html
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