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Thought Leader Compensation: Salary vs. FMV Rates

Salary Data versus Market Rates

Payments made to physicians and thought leaders have been under scrutiny for many years
and companies have been working to adjust their rates to level with industry standards and
represent fair market value compensation (FMV) while still trying to stay competitive. The
implementation of the U.S. Sunshine Act changed how life science organizations interact with
healthcare providers, and many countries have also followed suit with their own reporting
rules. Adjustments to "market-driven” fee schedules should be done periodically and are best
done through independent 3rd party research, providing a fair and balanced assessment of
rates. Sound establishment of rates should be done through the support of several sources.

Arx Research recently completed a large global study on fees paid to healthcare providers
and thought leaders by life science organizations for various activities, such as consulting,
speaking and advisory boards. These fees were categorized to segment fix rates and hourly
rates by activity, specialties and level of influence of these paid healthcare professionals. Each
study also contains salary data gathered from several sources to provide life science
executives with comparative benchmarks.

We understand and recommend that companies look for various sources to establish
educated fee schedules. Although we believe market driven rates — actual amounts paid to
thought leaders — are more relevant and representative than salary data, many life science
organizations still only use salary data to establish fee schedules.

Salary data may offer guideposts to establish baseline payment rates but our research
indicates that the differences between salary data and actual market rates vary greatly and
does not allow for the establishment of a “formulae” that would easily and safely derive rates
adjusted to include premiums representative of market demand.
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Table A below shows an analysis of 10 specialties, labeled "TA-x". The average “Market” rates
include all hourly fees regardless of activity and thought leader level of influence. The “Salary”
average hourly rates include all salaries for specialists regardless of their level of pay. This
allowed Arx Research analysts to compare “apples-for-apples” rates for each therapeutic area
specialists.

The “"Premium” column shows the percentage difference between the salary and market rates
while the "Multiplier” column is an attempt to identify a potential common number that
could help establish market rates.

TA-9 $418 $120 247% 3.47
TA-4 $393 $113 246% 3.46
TA-3 $359 $109 231% 3.31
TA-2 $414 $151 175% 2.75
TA-7 5484 $182 167% 2.67
TA-10 $393 $148 166% 2.66
TA-8 $407 $175 133% 2.33
TA-5 $423 $187 126% 2.26
TA-1 $387 $194 100% 2.00
TA-6 $390 $217 80% 1.80

Table A: Variations of Market and Salary Rates, Premiums and Multipliers

As the findings show, there are no correlation whatsoever between specialties. In addition,
applying the average "Multiplier” of 2.55 to salaries rates would translate into market rates
falling closer to the bottom of the rates and not fairly represent more than half of the
specialties studied here. This would imply that companies using such system wouldn't offer
competitive fees to thought leaders in these categories and probably overpay specialists in
the other categories.

Using “Multipliers” associated to each specialty would certainly yield better results. But again,
this wouldn't take into account the variations between thought leader levels of influence and
even be less relevant for distinct activities. Furthermore, companies who use salary data often
do not have enough market rates available to safely establish rate Premiums, making the
exercise of developing fee schedules even more complicated.
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The following contains important information about your rights, obligations, and limitations
regarding the use of Arx Research’s work products. By using any of Arx Research'’s
copyrighted materials, you are consenting to this agreement’s terms and conditions. "You" or
“Your” means the person who is being licensed to use or purchased Arx Research studies.

All intellectual rights in this Fact Sheet remain the property of Arx Research, LLC.

Although all reasonable measures are taken to ensure that the data presented is accurate, Arx
Research is not responsible for errors and omissions. Because Arx Research produces reports
an articles based on data from numerous primary and secondary sources, not within Arx
Research’s control, Arx Research provides research findings on an “"AS-IS” basis without
express or implied warranty of any kind, including, but not limited to, implied warranties of
suitability for a particular purpose or merchantability. Similarly, in no event will Arx Research
be liable to You, or any third party, for any direct, special, incidental or consequential
damages arising out of Your use of this Fact Sheet.

Nothing in this Fact Sheet constitutes financial or legal advice and the contents of the
study are provided for information purposes only. The content of this Fact Sheet may not
be lent, resold, hired out or otherwise disposed of by way of trade in any form of binding or
cover other than that in which it is published, without the prior written consent of Arx
Research.

Your breach of any material provision of this agreement is subject to the applicability of U.S.
or international copyright laws and will be governed by the laws of the state of
Massachusetts, USA.

Arx Research reserves the right to change its policies or explanations of its policies at any
time, without notice. These explanations and policies are for general informational purposes
only and do not constitute a waiver with respect to any of Arx Research rights, all of which
are specifically reserved.

For questions or clarification of any points in this agreement, please contact
info@arxresearch.com or call +1 508-785-9006.
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Salary sources
-Bureau of Labor Statistics http://www.bls.gov/ooh/healthcare/physicians-and-surgeons.htm#tab-5

-www.salary.com

-MedScape Salary Report https://p3inbound.com/blog/key-findings-from-the-2016-medscape-
physician-compensation-report/

Full Studies

The findings presented in this Fact Sheet are extracted from studies on fair-market value
compensation available here:

WEBLINK: http://www.arxresearch.com/product-category/fmv/

Contact
yanis.saradjian@arxresearch.com

Arx Research LLC

5 Walpole Street, P.O. Box 123, Dover MA 02030-0123 USA
www.arxresearch.com

+1 508-785-9006
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