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Introduction

There are several hundred pharmaceutical manufacturers in
this coﬁntry today employing different sales policies and methods
of distribution in selling their products. A feeling of interest
as to what percentage of the better-known drug manufacturers are
distributing their products entirely through wholesalers, which
ones sell to physicians, hospitals, dentists, and veterinarians,
and how many are pursuing a strict policy of marketing exelusive-
ly through the drug trade, has prompted this work---a survey of
the sales policies and methods of distribution employed by pharma-
ceutical manufacturers.

Beginning in October, 1939, about eighty well-known pharma-
ceutical houses were selected and sent questionnaires, a copy of
which is included in this thesis. Thirty-eight of these concerns
returned the completed questionnaires and the subject matter of
this work 1s based on the information received from these thirty-
elght companies. At first thought, it might seem that the pic-
ture is an incomplete one in view of the fact that there are many
more concerns than this engaged in the busliness of pharmaceutical
manufacturing. In contrast to this it might be said that these
are thirty-eight of the leading, nationally-known concerns, and
they undoubtedly are representative of the whole. The products of
most of these companies are being sold daily by virtually every
druggist in the United States, and 1t would seem that anyone as-
soclated with pharmacy must be interested in knowing something of
the sales policies of these manufacturers. It must be said at

this point, however, that this work is purely of an academic
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nature, and those concerns submitting information have done so

th the understanding that it was not to be publicized. For this

‘eason, their names are not mentioned directly in the tables and
maries that follow, but they are referred to as Company 1, Com-

pany 2, Company 3, etc.

The tables that follow present the facts better than a de-

iled written account could. An attempt has been made after each

ble, however, to discuss the aspects of the question and to in-

terpret the findings.



Table 1

Do you sell direct to retailers?

Yes-22 57.8% (/. ///////////// /A
No--16 42.2% UV /7777 /////A

Company--Angwer

(a) 1---No
D=mn=No
3---Yes
4---No
5--~No

b)) 6---Yes
T---Yes
8---No
O9---Yes

10---No

§8)11---No

12---Yes
13--=No

14---No

15---Yes
16---Yes
17---Yes
18---Yes
19---Yes

(a)Except in isolated cases where the retailer has difficulty

in obtaining an item through his wholesaler.

(b)"To a very few leading pharmacies."

Company--Answer

20---No
21---No
(d)22---Yes
23---No
24---No
25--=-No
26---Yes
27--=-Yes
28---No
29---Yes
30~-~-Yes
3l---Yes
32--=Yes
Z3-==-Yeg
(e)34---Yes
35-~-=-Yes
36---Yes
37---No
38-~-Yes

(¢)"Unless they buy in wholesale quantities."

(d)"To Chains only."

(e)"We sell to only a few retailers direct and are adding no

new ones."
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Do you sell direct to retailers?

This is a question of interest to all branches of the drug
trade. As is seen from the table, 57.8% of the manufacturers---
about three out of evefy five---answered in the affirmative.

This question of whether a manufacturing concern should or should
not sell direct to the retailer presents a different problem as
far as the retailer, the wholesaler, and the manufacturer are con-
cerned. Considering it first from the standpoint of the manu-
facturer, the policy of selling direct to the retaller seems to
have its advantages as well as disadvantages. To begin with,
every pharmaceutical manufacturer, of course, wants to sell as
much as possible and hesitates to turn away any orders for his
merchandise. "A bird in the hand is worth two in the bush," and
many companies, no doubt, feel that it is better to fill every
order they receive rather than to refer the customer to a whole-
gsale house. When a retailer orders direct, he usually does so 1in
fairly large quantities---in larger quantities, as a rule, than
he would if he were ordering from his wholesaler. Then too,
wholesalers cannot possibly stock all the products of every manu-
facturer, and no doubt in many instances much time can be saved
if a retail druggist orders direct. Also, many manufacturers
have perishable goods, such as certain biologicals, that can best
be sold direct. On the other hand, in many instances 1t 1s more
profitable for a manufacturer to distribute his products through
wholesale houses. He does not need a complicated system of book-
keeping nor as large an office or shipping department personnel

to handle a comparatively few accounts for wholesalers as he would
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if he were selling direct to a much larger number of retail ae-

counts. Then too, the average retailer, who does not do a large
i' enough business to warrant his buying direct, frowns upon a manu-
| facturer selling his larger competitors direct and giving them
quanﬁity discounts. \Every manufacturer wants t§ keep the favor
of the average retail drueggist and this probably is one reason
why many manufacturers prefer not to sell direct.

From the standpoint of the wholesaler, it would, of course,
be advantageous if no direct sales from manufacturer to retailer
were made. He has his investment and naturally desires his share
of the profits in the marketing of merchandise. It is quite true
that wholesale houses cannot stock every product on the market,

but they might well present the argument that those products they

do not regularly stock can be procured by them from the manufac-
turer on short notice.

As far as the retailer is concerned, his policy of buying
direct or not buying direct is determined to a great extent by
the amount of business that he does. Most of the drug chains
and larger retall establishments have undoubtedly done a great
share of thelr buying direct because of quantity discounts. Un-
til the enactment of Fair Trade legislation, special discounts
and secret rebates offered by many manufacturers were a great
inducement for direct buying by those retailers, particularly
chains, who had enough capital to take advantage of them. Fair
Trade has undoubtedly eliminated much of this. If a retail es-
tablishment does a large enough business to warrant buying in
large quantities, it is obviously to its advantage to buy at

least some of its stock direct, since most manufacturers still



ioffer certain quantlity discounts. As far as the average retail
?drusgist is concerned, however, 1t is better for him to do most
iﬁf his buying through his wholesaler for the reason that he can
'gbuy in smaller quantities, in proportion to his sales, and with
?a sméller capltal investment than if he purchased his goods di-

3rect from the manufacturer.

I

R Some of the comments on the returned questionnaires were

4interesting. Company 1 does not gell direct except in isolated
';cases when the retailer has difficulty in obtaining an item
?through his wholesaler; Company 6 sells direct only "to a very

few leading pharmacies;" Company 22 sells direct to chains only;

ino comments other than answering "yes" or "no" to this question,
but it seems that those that did comment prefer to do the bulk

fthe retaller directly, although they do fill orders from respon-

i%ﬁhan through the wholesaler.

fuompany 34 sells to "only a few retailers and are adding no new

~ of their business through wholesale drug houses rather than with

f;sible retallers who prefer to buy certain products direct rather

[e)

ones." Most of those companies returning the questionnaires made



Table 2

{ Do you distribute your products exclusively through whole-
gsale drug houses?

Yes-15 .28 L7277 /74
No--25 65.8% /7777777777 7777777A

pany--Answer Company--Answer

~ (a) 1---No 20---Yes
f 2---Yes 2l---No
3=--No 22---No
4---Yes 23--~-Yes
; 5---Yes 24---Yes
~ (b) 6---No 25---Yes
; T=-=--No 26---No
8---No (e¢)27---No
9---No 28-~--Yes
10---Yes 29---No
11---No 30---No
12---No 31---Yes
13---Yes 32-~-~No
14---Yes 33-~~No
15---No _ (d)34---No
16---No 35---No
37 —-No 36---No
18---No 37---Yes
19---No 38---No

(a)This company has two lines---a biological one which is
never stocked by wholesalers and a pharmaceutical one which is
- 80ld almost exclusively through wholesalers.

(b)"The bulk of our business is through wholesalers."
3 (c)"80% distribution through wholesalers--20% direct to re-
Jt&ilers who have proved themselves good financial risks and who

" 'push' our products. This policy is forced upon us because drug-
~ gists, generally speaking, are poor 'risks'

(d4)90% to 95% through wholesalers.
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Do you distribute your products exclusively
through wholesale drug housesf

To this question thirteen of the thirty-eight companies,
'Lor 34.2%, replied "Yes". TFour of the companies who answered in
f"the negative commeﬁted, as 1s indicated on the accompanying
f_ table, to the effect that they followed a policy of selling their
4 products through wholesalers to a fairly great extent. Company
;'6, for example, said that they did the bulk of their business
; through wholesalers, and Company 34 indicated that 90% to 95%
~ of their businéss was done through wholesale drug houses.
The feasibility of manufacturing concerns selling through
. wholesalers was treated quite fully in the discussion following
Table 1, and it seems hardly necessary to expand much here upon
that which has already been said on the subject. At least two
of the comments on the returned questionnaires are worthy of
consideration, however, in that they present the reactions of
two of the companies answering this question in the negative,
as to the practicability of selling direct or through wholesale
houses. Company 1 commented that they have two lines---a bio-
logical one which 1s never stocked by wholesalers, and a pharma-
éeutical one which is sold almost exclusively through wholesalers.
This would seem to indicate that this manufacturer, at least,
feels that biologicals can best be sold direct to the retailer,
because of their perishability, no doubt, and that it is best to
gell pharmaceutical products, for the most part, through wholesale
houses. The comment of Company 27 brings up a quite different

question. They stated, "80% of our distribution through whole-
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1aalers--20% direct to retallers who have proved themselves good

ffinancial risks and who push our products. This policy 1is forced
‘upon us because druggists, generally speaking, are poor 'risks'."
fFfom.this we éan gather that this concern prefers to sell through
*ﬁholesalers because they wish to save themselves the trouble of
5;ollecting many accounts. It is quite difficult to believe that
}retall druggists, as a whole, are a class of deadbeats! The pre-
;lumption that a comparatively few irresponsible dealers have
:given the profession a bad reputation in the eyes of Company 27
:15 much more encouraging. Notwithstanding this, as was suggested
iin the discussion following Table 1, it seems likely that the
?aesire to save themselves the trouble of handling and collecting
}nnmerous retailer accounts has prompted many manufacturers to do
fa good share of their distributing through wholesalers.

h We have already seen thaﬁ 42.2% of the thirty-eight companies
ireplied that they do not sell direct to retailers and Table 2
;tells us that 34.2% sell exclusively through wholesale houses.
];It geems then that there is a difference of 8% between the number
- of those who do not sell direct and those who distribute their
:products exclusively through wholesalers. This 8% might consist
]fof some of the companies who sell to physicians, dentists, hos-
:’pitals, and veterinarians, and through physicians' supply houses

fas well.



Table 3
Do you have branch houses or supply depots?
 Yes-23 60.6% PIIZZZZ7777777777]
B o--15 39.48 [TIIZZ7777777

sompany --Answer Company--Answer
,f l1---No 20---Yes
.~ 2---Yes 21---Yes
' 3---Yes 22---Yes
4e--No 23---No
5---No 24---Yes
6---No (a)25---Yes
T---Yes 26---Yes
8---Yes 27-=-=No
9---Yes 28---Yes
10---No 29---Yes
11---No 30---Yes
12---No 31l---Yes
13---Yes 32---Yes
14---No 33---Yes
15---Yes (b)34---No
- 16---No 35---Yes
- 17---No 36---Yes
18---Yes 37---No
19---Yes 38---No

(a)"On some products."

) (b)“A warehouse on the Pacific Coast handles our shipments
in that territory."



Do you have branch houses or supply depots?

The size of the manufacturing concern, the scope of its
business, and its policy of distribution are, o6f course, the de-
f ciding factors as to whether or not it should maintain branch
houses or supply depots. Twenty-three of the thirty-eight com-
\ panies, or 60.6%, answered this question in the affirmative.
This, of course, indicates that these concerns are dolng business
onn a large scale and find it necessary ﬁo maintain branches and
warehouses at strateglic points around the country or in foreign
countries to insure a better distribution of their products.

There are some manufacturers Who‘maintain branch houses or
supply depots for only those products in the gréatest demand.
Gompany 25 is one of these. Company 34 answered "No" to this
question, but commented that it did have a warehouse on the
Pacific Coast to handle its shipments in that territory.

It must not be construed that all of those manufacturers
that gave a negative answer to this question do not do a large
enough volume of business to warrant their maintaining branch
hougses or supply depots. Many of these might be doing a good
gshare of their business through wholesale houses and may not
then find it necessary to have branches or warehouses in differ-
ent parts of the country, since they can use wholesale houses
in much the same manner as they would warehouses. Of course, it
ijs understood that a manufacturer might maintalin branch houses
or supply depots and still do a good share or all of his distrib-
uting through wholesale houses. Both might be used to good ad-

vantage, and no doubt are in many cases.



Table 4
Do you sell at retail?

Yes--4 10.5%
No--34 89.5%4 [/ /. /////////"/// /" "~ " S A

~--Answer Company--Answer
: footem -~ 20---No
2---No ; 21---No
%——-No 22---No
4---No 23~--No
5---No 24---No
6-~-No 2p~-=-Neo
7--~No (p)26---Yes
8--~No 27 < No
B --No 28---No
10---No 29---No
11---No 30-~-No
12---Yes : 31---No
3 13--~No . 32---No
~ 14---No 33---No
~ (a)15---Yes 34---No
b 16---Yes 35-~-No
17---No 36---No
- 18---No 37=---No
19---No 38---No

(a)"only through our retail pharmacy."
(b)"To physicians."



Do you sell at retail?
As is seen from the Table, only a very few (10.5%) of the

thirty-elght companies sell their products at retail. The rea-

" gon for this is quite apparent. Most retailers certainly look

upon a manufacturer that does retail selling with disfavor, and
these sales might better be handled entirely through the retail

gtore. The number of orders at retail that the average manu-

facturing concern might get in a year's time certainly would not

compare at all with the orders for goods at wholesale that 1t
receives, and it would hardly pay a company to risk losing some
of this wholesale business for the sake of a comparatively few
retail sales. Then, too, most manufacturers do not wish to be
bothered with retail sales. This class of orders is for mer-
chandise in comparatively small gquantities and is, in most in-
stances, more of a bother than anything else as far as the manu-
facturer is concerned.

T™wo of the four companies answering "Yes" to this question
added comments indicating that their retail sales were quite re-
gtricted. Company 15 stated that they operate a retall pharmacy
and sold at retail only through this outlet. Company 26 said that
they sold at retail to physicians only.

From the data presented, we may well conclude that the vast
majority of pharmaceutical manufacturers feel that the retail drug-
glst is in the best position to handle all retail sales, and they

themselves prefer not to do any retall selling.



Table 5
Do you sell directly to physiclans?

Yes-17 &44.7% 277777777777
No--21 55.3% P27 7/ 77/77///A

Company--Answer

- Company--Answer

(a)l---Yes 20-~--No
%——-No - 21--=No
--=-Yeg 22---No
(b)4---Yes 23---Yes
5---No 24---No
6---No 25---No
T---Yes 26---Yes
8-~=No 27---Yes
9---Yes 28---No
%g—-—No gg---Yes
MO ---No
12---Yes 31---No
-==No --=-No
" 15---Yes (d)34---Yes
- --=No ---Yes
(c)18---Yes 37---No
19---Yes 38~~~No

i (a)only when the wholesaler will not sell direct to the dis-
 pensing physician. This covers principally the dispensing phy-
~ sicians who order gallon size packages.

(p)"As an accommodation only; we refer them to jobbers for
~ future orders."

(c)Sales direct to physicians not encouraged.

(d)"When the product is not available locally."
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Do you sell directly to physicians?

As far as the retail druggist is concerned this is a very
lmportant question because it is reasonable to assume that phy-
sicians who buy directly from pharmaceutical manufacturers do at
least some of their own dispensing. Perhaps the percentage of
manufacturers that sell to physicians might indicate, in some
respect, the extent to which physicians dispense their own medi-
cation, although it is true that physicians might also make
purchases through theilr supply houses. The table tells us that
44,7%, or a little less than half of the thirty-eight manufactur-

ers, sell directly to physilcilans.
The comments of four of the companies answering this question
in the affirmative were indicative of the attitudes they assume

on the subject. Company 1 stated that they sell directly to

‘ physicians only when the wholesaler will not sell them, and that
f this covers principally the dispensing physicians who order gal-
lon size packages. Company 4 said that they sell to physicians
. "ag an accommodation only" and they refer them to jobbers for
future orders. Company 18 commented that they do not encourage
sales direct to physicians, and Company 34 stated that they sell
to physicians only "when the product is not available locally."
The facts presented in Table 5 seem to indicate that the ma-
jority of pharmaceutical manufacturers try to cooperate as much
as possible with the retail druggist by discouraging direct sales
to physicians. This is probably because they feel that in so do-
ing they are helping to discourage the physicians from doing

their own dispensing. It goes without saying that the dispen-
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sing physiclan 1is a thorn in the flesh of the retail druggist, and
gince the retailér plays a very important part in the sale of a
manufacturer's products, anything the manufacturer can do to help
him might well be to the advantage of both. The table tells us,

.~ however, that there are still quite a number of companies (44.7%

| of those replying) that sell directly to physicians. This would
indicate that these concerns feel that it is to their advantage

to sell to physicians as well as to druggists.



Table 6

Do you sell directly to dentists?

Yes-11 28.9% [ /7777777
No--27 T1.1% L/ 7/ ///////////~////

:Qompanz—-épswer Company--Answer

1---No 20---No
2---No 21---No
3---Yes 32~--Ko
(a)4--~Yes 23---Yes
5~---No 24---No
6~---No 25—--No
7---Yes 26---Yes
8---No 27---No
9--=~No 28---No
lg-—-No 28---No
11---No 30--~No
12-~-Yeos 31---No
iZ---No gg---No
--=No ~-=No
15---Yes (b)34---Yes
16---Yes 35-~=-No
~-=No ---No
19---Yes 38---No

(a)"As an accommodation only; we refer them to jobbers for

future orders."

(b)"When the product is not available locally."



Do you sell directly do dentists?

The discussion following Table 5 1s applicable to this
question as well. Although dispensing dentists are not nearly as
Important a problem to the druggist as are dispensing physicians,
.;1f a dentist dispenses a great deal of his own medication and
buys his pharmaéeutical supplies directly from the manufacturer
when he could be buying them through a drug store, an important
- bit of business is lost to the retail pharmacist.

Eleven of the thirty-eight companies, or 28.9%, answered
this question "Yes". This is considerably smaller than the per-
centage that said that they sold directly to physicians (44.7%).
This does not, however, necessarily indicate that any of the
companies that sell to physicians refuse to sell to dentists, as
. many of these companies selling to physicians might not manufac-
ture products in demand by dentists.

As the Table shows, Company 4 replied that they sell to dent-
iste "as an accommodation only" and they refer them to jobbers
for future orders. Company 34 commented that they sell to dent-
ists only "when the product is not available locally." Incident-
élly, these same companies commented in a like manﬁer to the pre-
vious question, as is shown on Table 5.

We might conclude hére, also, that the majority of pharma-
ceutical manufacturers prefer to have dentists buy through the

retail drug store and jobber rather than from them directly.



Table T
Do you sell directly to hospitals?
Yes-31 81.6% [/ // /7 //// 7/ /A
No---7 18.4%

Company--Answer Company--Answer
1---¥No 20-~~¥o
2-~-=No 21---Yes
3-~=-Yes 22---No

(a)4---Yes 2%--~Yes
5---Yes (d)24---Yes
6---No 25--=Yes
el 26---Yes

(b)8---Yes 27---Yes
Q=~-Yes 28---Yes

10--=No . 29-~-Yes
(e)l1---Yes 30---Yeos
12~--Yes 31l---Yes
13---No 32-~-=-Yes
14~--=-Yes 33..-Yes
15---Yes (e)34-~-Yes
16---Yes 35---Yes
17---Yes 36---Yes
18---Yes 37---Yes
19---Yes 38---Yes

(a)"As an accommodation only; we refer them to jobbers for

future orders."
(b)"Some items."

(¢)"As an accommodation."

(d)"owing to trade reasons in some areas, but not in others."

(e)"When the product is not available locally."



Do you sell directly to hospitals?

As Table 7 shows, thirty-one of the thirty-eight companles,
or 81.6%, sell directly to hospitals. This question, although
interesting, is not especially important to those engaged in re-
" tail pharmacy, although it is true that hospitals in many local-
- fties buy a good deal of their pharmaceuticals through local drug
- stores. The average druggist, however, seems qulte content that
-that hospitals (particularly large ones) should buy from the
manufacturer. Many hospitals at present maintain their own pharm-
acies, in charge of registered pharmacists, and they buy from: the
- manufacturer on the same basls as any retail pharmacy, as a rule.
The pharmaceutical manufacturer, on this question, is "between
~ two fires", so to speak. He must not overlook the fact that many
" retall pharmacists and also jobbers do a large volume of business
. with hospitals and naturally resent losing any of this. On the
. other hand, he must consider that hospitals use a great deal of
. medicaments, and it is, in most cases, perhaps, more convenlent
for them to order in large quantities direct from the manufacturer.

The Table would indicate that the great majority of companies
~ do sell directly to hospitals, yet many of them do not lose in-
gight of the fact that they must also try to please the retail
druggist and also the :jobber who seek to do business with hosplt-
als. This 1s evidenced by soﬁe of the comments on the Table.
Company 4 commented that they sell to hospitals as an accommo-
dation only and refer them to jobbers for future orders. Com-
pany 8 sald they sold "some items" to hospitals. Company 11

gells to hospitals "as an accommodation"; Company 24, "owing to



f;ag reasons in some areas, but not in others"; and Company 34,
;aen the product is not available locally." ft is interesting to

ote that Companies %4 and 34 made the same comments on Tables 5



Table 8

Do you sell directly to veterinarians?
Yes-17 44.7% 77777777777
No--21 55.3% 7777777777777 777A

Company--Answer

1---No
2---No
o———Yes
 (a)4---Yes
5---No
6-~-=No
T---Yes
(b)8-~-Yes
9---Yes

~ 10---No
‘(e)ll---Yes
e 12---Yes
13---No
14---Yes
15---No
16~--Yes
17--=No
18---Yes
19---Yes

future orders."
(b)"Some items, occasionally."

(¢)"In a rather large way."

Company--Answer

20-~-No
21---No
22--=No
23---Yes
24-~-No
25---No
26---Yes
27=-~--Yes
28-~-No
29---Yes
30-~-No
31---No
32-~--Yes
33-~--Yes
34-—-~No
35--~No
36-~--No
37---No
38---No

(2)"As an accommodation only; we refer them to jobbers for
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Do you sell directly to veterinarians?

This question is of practical interest to druggists in rural
areas where a good deal of veterinary remedles are regularly pur-
. chagsed through the drug store. It might also be of no little
interest to the jobber. Table 8 reveals that seventeen of the
thirty-eight pharmaceutical manufacturers, or 44.7%, do sell di-
rectly to veterinarilans.

Here, again, the discussion following Table 5 relative to
those companies selling to physicians might be appropriate. Any
druggist who does business with veterinarians welcomes their pre-
scriptions and orders as readily as any other business he re-
ceives. He 1s interested in knowing the extent to which veter-
inarians do thelr own dispensing, and there might be a close re-
lationship between this and the percentage of manufacturers who
sell directly to these people. It would seem from a comparison
of Tables 5 and 8 that pharmaceutical manufacturers take about
the gsame attitude in selling to physicians as they do in selling
to veterinarians, for exactly the same percentage of our thirty-
elght companies sell to physicians as to veterinarians. It is
more or less of a coincidence that the number of companies sell-
ing to these two classes of trade is exactly the same, since it
is seen from a comparison of the tables that the answers of the
individual companies were not exactly the same in all cases.
Nevertheless, a remarkably close agreement exists between the data
of the two tables, and we may feel reasonably safe in concluding
that approximately the same percentage of pharmaceutical manu-

facturers sell directly to veterinarians as to physiclans.
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Three of the companies commented further, as the Table shows.
Company 4 made the same comment as it did to qhestions 5, 6, 50k T,
stating that they sell to veterinarians "as an accommodation only",
‘-and they refer them to jobbers for future orders; Company 8 sells
veterinarians "Some items, occasionally"; and Company 11 sells to

veterinarians "in a rather large way."



Do you sell to physicians’

Table 9

supply houses?’

Yes-28 73.6% 7777777777777 7777777A

No--10 26.4% [///7/77A

F Company--Answer

Company--Answer

n)l---Yos (e)20---No
D-w-No 21---Yes

| 3---Yes 20 N0
: 4e--Yes 23---Yes
‘ 5-~--No 24---Yes

(b)6--~Yes 25-~-No
T---Yes 26---Yes
8-~-Yes 27-~--Yes
9---Yes 28-~--Yes

10---No 29-~--No
11---No 30~--Yes
12---Yes 31-~-~Yes
j 13---No 32---Yes
3 14~---Yes 33~-~~-Yes
15-~-Yes 34---Yes
16---Yes 35---Yes
17---No 36-~-Yes
18~---Yes FTwunYOn
19---Yes 38-~-Yes

(a)"Our biological line is sold through ph sicians'
y

supply

houses, but not our pharmaceutical line."
(b)"To carefully selected ones."
(c)"A physicians' supply house operating a prescription de-

. partment buys through the wholesaler on the same basgis and at the
game discounts as any other retail druggist."




Do you sell to physicians' supply houses?

This question is perhaps equally as interesting to the re-

tall pharmacist as question 5, Do you sell directly to physicians?
Twenty-eight of the thirty-eight companies, or 73.6%, answered in
the affirmative, as compared with 44.7% who answered "Yes" to the
question of selling to physicians. This seems to indicate that
pharmaceutical manufacturers do not hesitate nearly as much 1in
selling to physicians' supply houses as they do in selling di-
' rectly to physicians. As far as the pharmacist 1is concerned’ it
gseems just as serious for a manufacturer to sell to a physicians'
supply house as to the physician himself, as the important thing
‘1s that the physician gets the pharmaceuticals elther way.

Many of the pharmaceutical companies apparently feel that it
1s practically a necesslity for them to sell to physicians' supply
houses and even though a large majority of them do so, 1t does not
follow that in so doing they are encouraging physicians to dis-
pense their own medicaments. It merely indicates that they are
acceding to the demands of the medical profession. Retail pharma-
cists realize that a physician often prefers to buy drugs for
his office practice from his supply house rather than from a drug
store and they are not at all concerned when a physiclan makes
such purchases. When a physician buys medicaments in large quan-
tities with the intention of dispensing them, however, it cer-
tainly does concern the druggist, for the dispensing of medication
is his profession. We can not overlook the fact that physicians'
supply houses do offer a means for the dispensing physician to

buy medicaments at wholesale, although 1t may not be the intention
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of the manufacturing concern selling to the physicians' supply
house to encourage self dispensing by physicizns.

Three of the companies made comments that may be of some
interest. Company 1 stated, "Our biological line is sold
through physicians' supply houses, but'not our pharmaceutical
line (This company commented on question 2 that it had two lines--
a blological one which is never stocked by wholesalers and a

pharmaceutlical line which is sold almost exclusively through

 wholesale drug houses.).. Company 6 said that they sell to "care-

. fully selected" physicians' supply houses, and Company 20 stated

that they do not sell directly to physicians' supply houses, but
ihat a physicians' supply house operating a prescription depart-
ment buys through the wholesale druggist on the same basis and

at the same discounts as any other retail druggist. (This latter
company sells its products exclusively through wholesalers as

was indicated on Table 2)



Table 1

Is it your poliecy to market your products-exclusively througﬁ
the drug trade?

Yes-29 T6.3% [/ 777777777/ 77777777777A
No---9 23.7% V777774

Company--Answer Company--Answer

l---Yes 20---Yes

2. -=¥es 2l---Yes
3---Yes 22--=-Yes
4--Yes 23--~Yes
5---Yes 24-~-Yes
6---Yes 25-~--No
7---No 26---Yes
8--=-No 27---Yes
Q---Yes 28---Yes
10---Yes 29---Yesg
1l1---Yes 30-~--Yes
12---No 31---Yes
13--~Yes (e)32---Yes
(a)l4---No 3%3---Yes
15--=Yes 34-~-Yes
16---No 35---Yes
17---No %6~ ~=NO
(b)18---Yes , 37-~--Yes
19---Yes 38---No

(a)Also supply agriculture and other industries.

(b)"It is our policy to market our products exclusively
through the drug trade. However, if a physiclan desires to
make a purchase directly from us, we Will sell him, but there are
very few who have occasion to do so."

(e)"our products are strictly ethical and are promoted to
the medical profession for prescription and office-practice use."



Is 1t your policy to market your products exclusively

through the drug trade?

Thls question turned out to be a bit ambiguous. By the term
"drug trade" was meant pharmaceutical channels exclusively. Many
of those answering, however, apparently understood it as compris-
ing both the pharmaceutical and medical professions, because some
of the companies answered "Yes" to question 5 (Do you sell to phy-
sicians?) as well as to this question. So, for the purpose of
clarity, we may interpret this as meaning that those answering
"Yes" sell exclusively through the pharmaceutical and medical
professions, and those answering "No" sell to other fields, as
well.,

Table 10 shows that twenty-nine of the thirty-eight companies,
or 76.3%, answered in the affirmative. This indicates that the
great majority of the companies believe in selling exclusively
through the pharmaceutical and medical professions.

Company 14 answered this question "No", stating that they
also supply agricultural and other industries. This, incidentally,
1s in line with the foregoing presumption that those replying neg-
atively do sell to other fields as well as to the pharmaceutical
and medical professions. Company 18, answering "Yes", commented,
"It is our policy to market our products exclusively through the
drug trade. However, if a physician desires to make a purchase
directly from us, we will sell him, but there are very few who
have occasion to do so." This indicatés that Company 18 sells
almost exclusively through the pharmaceutical profession. Com-

pany 32, answering "Yes", said, "Our products: are strictly ethical
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and are promoted to the medical profession for prescription and
office-practice use." We may presume from this that Company 32
sells its products exclusively through the "drug trade" as this

term was defined previously.
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Do you sell direct to retailers?

Do you distribute your products exclusively
through wholesale drug houses?

Do you have branch houses or supply depots?
Do you sell at retail?
Do you sell directly to physicians?
to dentists?
to hospltals?
to veterinarians?
Do you sell to physicians' supply houses?

Is it your policy to market your products
exclusively through the drug trade?

Yes

57 .8%

34 .29
60.6%
10.5%
4% ,7%
28.9%
81.6%
44 .,7%
73.6%

76 .3%

4§?2%
65.8%
39 .4%
89.5%
55 .3%
71.1%
18 4%

55 +3%

23.7%




Summary

Table 11 1s a condensed summary of the data presented in
Tables 1-10. It is an exact copy of the questionnaire sent to
the pharmaceutical manufacturers and shows the percentage of the
thirty-eight companies replying "Yes" and "No" to each question.

As was stated in the introduction, the purpose of this sur-
vey was to satisfy a feeling on interest as to what percentage
of the better-known drug manufacturers are distributing their
products entirely through wholesalers, which ones sell to phy-
sicians, hospitals, dentists, and veterinarians, and how many
are pursuing a strict policy of marketing exclusively through
the drug trade. A glance at Table 11 will show how the thirty-
eight concerns who returned the questionnaires reacted to all
of these questions.

It was further suggested in the introduction that since
these thirty-eight companies are among the leading, nationally-
known concerns, they are without doubt representatlive of the
attitudes pharmaceutical manufacturers in general take on these
subjects. Therefore, when we see from Table 11 that 57 .8% of the
concerns sell direct to retailers and that 34.2% distribute their
products exclusively through wholesale drug houses, 1t seems that
we can safely assume that these percentages are approximately as
true for the whole as they are for our thirty-eight companles.

A brief study of the facts presented in Table 11 tells us
that a majority of pharmaceutical manufacturers do sell direct to
retailers and do not follow a policy of distributing thelr pro-

ducts exclusively through wholesale drug houses. A majority of
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them maintain branch houses or supply depots; only a small percent-
age of them sell at retail. Only a 1little less than half of the
companies sell directly to physicians and veterinarians; not quite
three-tenths of them sell to dentists; a large majority sell di-
rectly to hospitals and to physicians' supply houses; and most

of them follow a policy of marketing thelr products exclusively
through the "drug trade'.

A striking aspect of these facts 1s the pronounced influence
that retail drugglsts have in determining the sales policies of
drug manufacturers. The replies to the questions and comments
tabulated on the foregoing pages seem to indicate that these
companies consider the reaction of retailers to a large extent.
For example, less than half will sell directly to physicians and
23.5% of those that do sell to physiclans (4 of 17 companies) in-
dicated that they discourage these sales as much as possible.
This influence is also shown in the questions of selling to dent-
ists, veterinarians, and even to hospitals, as well as in the
guestion of selling to physicians' supply houses and in the ques-
tion relative to marketing exclusively through the "drug trade".

In conclusion, it might be said that the survey indicates
that pharmaceutical manufacturers are "between two fires" when 1t
comes to selling their products. They have to adopt a sales
policy that will please not only the pharmaceutical profession,
but the other classes of trade also. It goes without saying that
this is difficult to do. The survey indicates that the ma jority

of companies regard the retall drugglist as most important in sell-

ing their products and try to please him as much as possible by
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adopting policies of distribution favorable to him and at the

same time make it possible for the other classes of trade to

procure their products as well.
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