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		Abstract

		The Internet has provided pharmaceutical companies with powerful tools to engage directly with consumers by digitally targeting them with advertising. Online pharma ad spending has subsequently exploded and is expected to reach $20b in the US alone by 2024 as it displaces traditional channels. Such ads are often provocative, suggestive, or riff popular memes in order to create memorable associations with their brands. This is concerning because such ads may not adequately communicate the risks of the drug, or even deliberately mislead consumers, thereby having a deleterious impact on clinical outcomes and increasing healthcare spending. To police such efforts, the Food and Drug Administration (FDA) issues both Untitled Letters and Warning Letters to firms. Yet, the efficacy of such letters in deterring marketing malfeasance on social media is unclear. We evaluate firm reactions to such letters using interrupted time series analysis and a synthetic difference-in-differences using a comprehensive database of US pharmaceutical claims. Findings suggest that while FDA letters slow future growth in drug utilization they yield no drop in utilization (despite the advertising being misleading). This suggests two things: i) such letters have limited deterrent effects and ii) pharmaceutical providers are able to retain rents accrued through misleading marketing efforts to consumers. We further find no evidence that markets punish firms for receiving FDA letters (i.e., there is no significant decline in stock price after issuance) or impact physician payments from pharma firms (i.e., firms do not change their payments to physicians). We subsequently conduct an experiment with consumers to explain why there is no backlash and find that it is driven largely by a lack of awareness of FDA action and difficulty parsing violative from non-violative messaging. Taken in sum, these findings suggest that patients are under-protected from false marketing and policy makers should evaluate alternate options to deter violative social media marketing. 
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