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The proposed paper is drawn from the experience Adelphi has accumulated in it segmentation studies over
the years and more recently focussed in a paper published and co written by David Mackenzie a Director at
Adelphi and Janice Maclennan

” Strategic Market Segmentation: An Opportunity to Integrate Medical and Marketing Activities”, published
in The International Journal of Medical Marketing, July 2000, Vol 1, No. 1.

The paper was based on in depth interviews with top executives in Global Pharmaceuticals.

Adelphi would extend the existing paper to provide an example of a case study where a series of iterative
and interactive qualitative steps were employed to develop a strategic segmentation. This resulted in a better
understanding of the market segmentation. This segmentation was subsequently used as the basis for the
development of the strategic options.

Importance:

In the role of business intelligence provider, Adelphi have become involved in

supporting early product development decisions based on better market

segmentation that focuses on the needs of patients seen both from the patient and physicians perspective.
This requires more rigorous understanding of market segmentation based on needs rather than disease
pathology.

While top executives in the pharmaceutical industry often advocate being market oriented and customer
focused, we have found that few companies (large or small) use market segmentation to its maximum
potential. Against the backdrop of an evermore demanding marketplace and many advances in strategic
marketing planning technology, a majority of pharmaceutical companies still base their product development
and commercialisation plans on cursory, incomplete, or intuitive marketing analysis with the resultant
marketing strategy, missing fundamental opportunities and delivering incomplete or inappropriate strategies.
Such a lack of rigour may be explained by a number of factors: need to reduce time to market, reducing
levels of expertise in marketing, a less than optimal medical marketing interface, and the poor or ineffective
leverage of information.



Used effectively, strategic market segmentation can provide a point of consensus for all stakeholders and a
more robust foundation for creating advantage(s) that will lead to increasing sales and improving overall
marketing performance. Strategic market segmentation is necessary to provide a commercial orientation to
product development right from the earliest stages of the drug discovery process. It leads to creative
advantage, and improved resource allocation and decision making because it enables the company to be
customer facing and to reflect this in the approach to development and marketing of the drug. The goal of
segmentation is:

“Dividing a population into mutually exclusive and exhaustive sub groups (segments) which may differ with
respect to some criterion/criteria®...”

We are faced with a variety of options and few are mutually exclusive, however their role needs to be fully
understood if a rich and robust segmentation solution is to be created. Time and resources allowing a
combination of such approaches is likely to be optimal.

Whatever the starting point there should a solid understanding of the market from a variety of perspectives?
An understanding that not only encompasses facts and data but any prejudices that exists; this requires not
only a robust database of information as a starting point but also experience of the market needs and
aspirations.

Used in isolation many of the current approaches are data- driven, which may result in segments that are
increasingly divorced from segmentation theory2

On might take a more “Delphi” approach to developing strategic market segmentation. With a hypothesis one
would seek to validate, through a series of iterative steps that interacts will all the key stakeholders, towards
a strong conceptual model for the segmentation. Of all the approaches, this probably provides the greatest
opportunity for creativity in strategic segmentation. It therefore probably carries with it the greatest
opportunity for delivering competitive advantage within marketing strategy. But perhaps Newton’s 3" Law is
likely to apply. Of all the approaches, it is likely to give existing structures and practice the greatest challenge
in terms of recommendations and communication.

! Adapted from Magidson, Jay 1993: The CHAID approach to segmentation modelling. Chapter 4 in R.P.
Bagozzi (Ed), Advanced Methods of Marketing Research, Oxford: Blackwell

2 Mitchell, V. (1996) “ Questioning the role of descriptor variables in market segmentation”, Journal of
Targeting, Measurement and Analysis for Marketing, Vol. 21: 3-8 July, P5.
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Should be a strategic exercise

Exploit internal knowledge

Qualitative approach

From hypotheses generation to validation
Recognisable and distinctive

lterative process

Multidisciplinary process

Embedded in structured marketing planning process

Highly scientifically lead specialist market
Top 10 Pharma company with existing franchise in area

New generation of compounds
Producing different different conceptual approaches to treatment
Previous target product profile framework less applicable
Current algorithms not/less applicable

Competition possible from a variety of approaches with

threeffour similar compounds on same track

Previous models of market understanding may not apply

Phase | trials very promising, phase Il underway Il in some
indications, awaiting protocol design in others



A workable, globally applicable market understanding to support
strategic marketing needs

Highlights critical information needs to launch
Provides insight to the available strategic options
Robust over a 4-6 year time frame

Deliver key endpoints and prioritisation of clinical trials

Provides key drivers for positioning, communication and
branding priorities to launch

Strategic “needs based”
segmentation exercise
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26 face-to-face interviews with internal team members in Europe, US
and Japan

2 day workshop presentations and work groups

,Business Director,! ,Clinical
liaison,Pharmacology Medical Director, Health Economist, Regulatory,Pricing
Strategist,Medical advisors, $ Strategy Planning Manager

A common understanding and buy-in

Wide consultation on the overall market research programme design and content
both from a commercial and medical perspective

Information gathering

Competitive environment, Regulatory/registration issues,Reimbursement
issues,product and its development,key information gaps, Possible segmentation
options,desirable measures of segments opportunities, critical capability issues

9852/Pres/IntSurvey/IntSurvPreslaFinal2/13
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Critical Dimensions
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A 60 year-old man Rejection/irritability/aggressiveness
Family No communication/isolation

Not informed/passive attitude Wife's leading role

Smoker . .

Late discovery (catarrh/bronchitis) Blames environment

Shortness of breath Hostility towards the physician
sleeplessness Doesn’t comply

Bronchial pain
Working disability
Physical weakness Stops his daily activities
Sleeps while sitting

Bad ambient at home

IMPOTENCY DISABILITY ANGUISH DEPENDENCE REJECTION

Overall physical state
Bed-ridden vs. active life
Age
Personal attitude towards the treatment. Involvement?
Family support
Heart condition
9753/Flip/Phy/Temp/17
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/18
*
]

Level of understancling

Reluctarnce

Cuiilt

Valuzto socisty

worry
StEius Cuo
Econorric
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Quality vs quantity trade-off

Ceograpfly
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Significant global consensus on major issues (no significant
differences between countries)

Physicians in all 7 countries able to clearly articulate patient needs

Patients with similar pathologies had different needs, patients with
different pathologies had the same needs

Needs tied more to the patient than to pathology. Initial hypothesis that
patient needs were potentially independent of disease label were
confirmed.

Research identified dimensions driving differences in need, which form
the basis of the hypothesis

3/4 segments identified for validation

* 39 5

Extent of disease

Behavioral /
psychological impact
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15 Depth interviews in the U.S.
Patients suffering from target condition

Are there any obvious gaps in the needs/key issues provided by
the physician
Examine the factors that are important to patients during their treatment

. 1

s the patient perspective broadly corroborative of the
physician’s
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No significant additional needs discovered - physicians do seem
to recognise patient needs
The multidisciplinary nature of their care was clear

Nature of the patient/physician relationship
Most patients have complete faith in their physicians
Most patients discussed their condition in away in which their personal
wishes and needs were apparent
Some were more knowledgeable and more able to debate the details of

treatment options
NB - the recruitment process will have inevitably produced patients who were more at ease with

their condition
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Step 4
Validation

of segments
B
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Discuss segments
Would these segments work for them?
How would they refine segments?
Are we missing any major segments?

Define the segments in terms of:
Patients needs - are they distinct in terms of patient needs?
Size - are they similar or different?
Descriptors - how easy are they to label?
Treatment approach

Test the segmentation by allocating patient profiles from first
stage

127
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*Peitizrits well enough to be trezited will have



Can we be confident that these are internationally valid?
What are the major characteristics of therapy for these
groups?

What are the major areas of unmet need in these
segments ?

What is the perceived treatment cost for these patients?

What should be the key points of communication for
these populations?
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More effective treatment options and QOL were the most mentioned needs in this

segment

Effective treatment options D, F I, Eand US

QOL D, F |, Eand UK
Trie rieed for iricdegendence/riorrrel life weis 2lso rrerifioriecl in i ser of couriiries (1, E &
Us)
The need for information was identified as a strong need (I, D, UK & US)
Psychological support was only identified as aneed in I, E& UK S 1

S
Y

CCLisisiceriified a5 rrore of 2 issug in this group corr gered to thie . ... group (iceniifiec

asareedinD, F 1, Earc Ur)
Treatment which is effective against symptoms was determined as aneed in F, Eand
us

e WAS more of an issuein the UK
Theneedfor ..........isclear in this group (I, E, US, UK)
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Are the segments:

Recognizable? - (=5
Distinct in terms of patient need? - =3
Similar or different in size? - Cifferent - 3 significarit clisti
SEYIMEnts
Segrrient Hlirmportant and challenging group of petients out hercl to
Irrewine clifferent trezirrients, 2lso arninority populztion
What are the opportunities and threaIs within each of the
segments? - Triere are cliffering factors across seyrrents thet
constrain or prornote treztrrient

()

Easy to label? - r=s: the segrrienits are intuitive
Distinct in terms of treatment needs and options? - /=5

Step 5

Profiling
- segments
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Describe patient populations to physician
Physician reaction to populations
Physicians were allowed time to get a feel for the populations

Interviewers checked that physicians understood the concept and how
patients might fit into the framework

Physicians were asked if they envisaged the majority of their
patients fitting into the model

Importance of needs and priority in each segment
Distribution of different conditions within overall segmentation

139



] o The segments are both intuitive and recognisable in all markets
Is this model intuitive?

“Yas... but some patiznts will ol F”” nat el my patients would
ﬁ overlap or progress hetweern be plaged o one of the: four
groups.” (UK) groups.” (F)
Yes! e fioe p
However, Japan less receptive This grouping looxs fine o
me.” () “lwould say that the four groups
% R regresent more or less ezach of the sub-
“It's very difficult to get “There are not many parameters groups of patents that we see )
the whole picture...its very used here. Also, in theory there
philosophical’ (J3) should be eight groupings here (J)
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Manage expectations (all)
(more psychological support) >
Same as below but more

/41
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Relevant importance of needs in each patient population
Structurecltechinicuiss witn srrzll sairrples o reinforce valicdetion and allow for
cricrtization of key inforrretior)

Trade Off: Constant Sum
Spontaneous
Rating Scale
Broad priorities - self-completion (22 needs x 4 segments)

Detailed needs - self-completion

Trade Off: “Top 2”
Top 2 needs in each population interviewer-completion

mD
0sS
HA
OH




B Condition 1
[J Condition 2
B Condition3
[0 Condition 4

Condition 1is the most common in segment D

144

B OO0

Base: 129 (105 weighted)
Source: Self-completion form C1
145



Effectivenessneed 1 7 /
Effectivenessneed 2 .
Rating Scale
(22 needs x
Effectivenessneed 3
4 segments)
+
Effectivenessneed 4
—A— -
Effectivenessneed5
Effectivenessneed 6 - 99%
!
Very low need Very high need

Base: 129 (105 weighted)
Source: Self-completion form C2
146

]

Effectiveness Need 1 | 28% Effectiveness Need 1
Ancillary care Need 2 | 26% Effectiveness Need 4 WS/

Ancillary Need 5 32%

Effectiveness Need 2 17%

Ancillary Need 5

e

Base: 84 (weighted)

Source: Self-completion form C3 . .
147 % = Proportion of mentions as the top two needs



The main differences at a macro level along the following
series are summarised below:

Importance of ANCILLARY CARE increases markedly (at expense

of EFFECTIVENESS importance which decreases) I
Some increase in importance of SIDE EFFECTS ] —
Modest increase in importance of QoL e

1L 1L

At this macro level no differences are seen between the A
and H segments
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Differences are seen between all segments and these differences

arelogical
Most between -
group differences
f - - -
! $ - highest need isinsegmentorder: ? 2 3 ?
NB 4 >3 makes sense for efficacy
-
f - - -
- highest need isinsegmentorder ? 3 ? ?
NB 4 > 3 makes sense for support
-
4 N
QoL - subtle ordering
o J
Least between - . |
group differences SIDE EFFECTS - subtle ordering

149
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Leading indications...

Positioning, branding and communication to be developed for most
immediate indications across the three segments

With phase Il in the field profile of segments to be used to prioritise
current investigator lead studies

Following indications.....

Three target segments (D,S and A with Hmerged) to be taken forward for
full quantitative assessment of opportunity and current competitive
position

Strategic options to be developed and assessed for go/no go

Target product profile revised in line with strategic options

Critical clinical phase Il trial end points communicated to development
teams

@ @

Produces strong early buy-in - powerful communication tool
Internal survey and workshop key

Appear to engage medical more effectively than other approaches in the
commercial process

Need to develop ability to conduct early branding alongside process
Need to reduce the timeline

Now 2 months shorter
Needs to be conducted earlier in development, pre Phase Ill protocol
Reduces redundancy or duplication
Appears to produce better thinking and MR process explicitly and or implicitly
Higher levels of satisfaction

Greater rationale

Enhanced market understanding

Increased customer focus

Improved perception of value



