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1. Introduction
This report focuses on studying the global pharmaceutical industry with respect

to the two biggest pharmaceutical companies in the world, Pfizer and
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GlaxoSmithKline. Global pharmaceutical industry is responsible for creation,

manufacturing and marketing of medications due to which it has gained

importance. In 2014, the entire revenue of the industry worldwide increased to

beyond one trillion with many companies contributing to the industry’s

development. This report studies the case of two pharmaceutical companies

Pfizer and GlaxoSmithKline with respect to firm competitiveness, research and

development strategies and business ethics and corporate governance.

2. Firm competitiveness in Global Pharmaceutical Industry
In terms of firm competitiveness in the global pharmaceutical industry, two

methods can be used. It is either global convergence or international

diversification. By global convergence means that companies operating on global

levels standardise their practices and make a presence in the customers’ minds

whereas international diversification means that the companies operate in

different industries in different countries or use different approaches in different

countries, depending upon the local environment (Lasserre, 2017).

2.1 Merits & Demerits of Global Convergence

Merits:
The first advantage of global convergence is economies of scale. Pharmaceutical

companies can gain competitive edge over the rival groups in international

markets with the approach of global convergence because of large-scale product

and marketing of similar products and services thereby reducing overhead

expenses and increasing profits (Frynas and Mellahi, 2015). In addition to this,

global convergence allows companies to transfer experience that results in

improved integration and coordination of marketing activities in different global
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markets. Global convergence also allows companies to have uniform

international image. Because this approach comprises of using constant product

dynamics, advertising and service therefore there is a uniform international

image of the company (McIntosh et al., 2017). Lastly, with this approach

companies can easily control coordinate and monitor company operations on

global scale.

Demerits:
Global convergence also has certain demerits, mainly with respect to trade and

government restrictions. These restrictions usually limit the extent to which an

organization might converge their activities. Such restrictions can be in form of

trade barriers or local tariffs, pricing or promotional rules, and existence of

alliances (Alonso-Fradejas et al., 2016). Nature of marketing infrastructure is

also a demerit since many regions and nations are at various phases of

development that implies differences in marketing infrastructure. This usually

affects the use of convergent strategies in many countries. Different customer

interests also affect the global convergent activities along with case of multi-

product that is usually seen in pharmaceutical companies (Li, 2015).

2.2 Merits & Demerits of International diversification

Merits:
When it comes to merits of international diversification, companies believe that

it will help them in spreading risks across various product streams. With the

help of this approach, companies can also exploit a flexible, innovative and

responsive way of operations that would help the company to enter into any

market of any region (Hit et al., 2016). International diversification also

encourages strong supplier relations since clients can use one organization for
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several things, implying that they can minimize the number of suppliers that

need monitoring and administration. Lastly, with international diversification, it

can enable organization to attract a different kind of talent having extensive

viewpoint, binding several ideas and solutions (Aversa and Haefliger, 2016).

Demerits:
International diversification however has certain demerits, for instance, it can be

costly because of acquisition or securing skilled workforce or investing in

research and development resources, which happened in the case of Pfizer. It can

also be challenging for the companies to have a unified culture because there are

many stakeholder divisions working on various projects and commercially

speaking, it might be challenging to compete with specialists (Yeniyurt et al.,

2015).

2.3 Recommendation for GlaxoSmithKline
Big pharmaceutical company GlaxoSmithKline can adopt international

diversification approach because of the many benefits it provides. Even though it

will have to face more costs but due to its global presence and increased brand

awareness in the international market, the company has the capital to invest in

different activities. However, GlaxoSmithKline will have to make decisions

regarding change in order to flourish in the global market. with the help of

acquisitions of other companies, GSK might have to implement changes in its

practices to ensure that the company acquired or entered into a strategic alliance

with is not bearing any loss or facing any reluctance from employees (Bhatai and

Thakur, 2017). Pharmaceutical companies believe that diversification will help

them have a sustainable future, provided the change is implemented in the right

manner. More than securing operations and finance, GSK should focus on its



6

people by developing the right organization culture, team functioning and skill

development.

3. Strategic Alliances, M&A’s and Pfizer’s R&D Strategies
To enter into international market, two effectives approaches are strategic

alliances and mergers and acquisitions. Strategic alliances are agreements

among organizations to conduct business together in a manner that extends

beyond the normal dealings between the companies and come under a merger or

full partnership (Johnson, 2016). On the other hand, merger is an approach

where the board of directors for two organizations approve the grouping and

look for shareholders’ approval. Acquisition however obtains maximum stake in

the acquired firm that does not change its legal structure of name. For Pfizer to

decide upon whether to enter into strategic alliances or merger and acquisitions,

the following merits and demerits have been assessed.

3.1 Merits & Demerits of Strategic Alliances

Merits:
Strategic alliance allows companies to gain competitive edge by using the

resources of its partners like technologies, capital, markets and people. Alliance

with other companies gives complementary resources and capabilities that allow

companies to expand in international markets (Rothaermel, 2015). It also

benefits companies by reducing production costs and creating and diffusing new

technologies. With strategic alliances, companies can speed up the launch of new

products and overcome trade and legal restrictions. Due to technological

changes and globalised corporate world strategic alliances is the most effective

and quickest method to achieve long-term objectives (Albers et al., 2016).
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However, companies need to ensure that goals of alliance are in sync with the

prevailing businesses in order to transfer the expertise to the alliance.

A structured strategic alliance can allow companies to take the advantage of

several opportunities and improve the growth potential of the partner. It helps in

making it possible for all the partners to focus on activities that match their

capabilities in the best way (Lasserre, 2017). With the help of alliances,

knowledge can be acquired from partners and competences can be developed.

Partnerships facilitate entry in international markets. Strategic alliances are the

easiest way to enter into global markets.

Demerits:
Strategic alliances however have a few challenges for the companies. The main

shortcoming of this approach is that one partner will have to depend upon

second partner when the former was in the habit of dealing with the operations

internally (Warner and Sullivan, 2017). Any company entering into strategic

alliance will have to encounter some costs and risks. When parties are not equal

in financial terms, then there are risks to the company that vary from functional

expenses to confidentiality of technology and company information. Many

alliances can be conflicting with respect to corporate cultures or apparent

decrease in independence. Furthermore, partners might not be able to take the

advantage of future opportunities with competitors of their strategy partners.

There is a need for a scrutinized contractual agreement otherwise strategy

alliances won’t be good for the company (Vaidya, 2011) The alliance partner

might become a competitor; it generated huge profits from the alliance and

would finish the partnership to operate on its own in the same market segment.

Apart from business objectives, when entering into strategic alliances, it is
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important to consider the number of antitrust, accounting tax and intellectual

property issues.

3.2 Merits & Demerits of Merges and Acquisitions

Merits:
If companies enter into mergers and acquisitions then their prime motto is to

merge for power and take control over the global markets. In addition to this,

companies also consider mergers and acquisitions for synergy that allows

companies to increase the new entities’ value efficiencies and returns

enrichment as well as cost savings (Gomes et al., 2011). Mergers and acquisitions

also allow the companies to enjoy economies of scale by sharing services and

resources. Merger of two companies results in overall reduction of expenses and

acquiring competitive edge that is possible because of increased purchasing

power and production runs. Furthermore, companies can reduce the risk of

using new techniques of managing financial risks. The biggest benefit of mergers

and acquisition is tax gains and therefore such financial benefits allow

companies to enter into mergers with companies and gain the advantage of tax

shields, use alternative tax benefits and increase monetary advantage (Gaughan,

2010).

Demerits:
Mergers and acquisitions also have certain disadvantages. Companies merging or

getting acquired might have to lose low-level workers that result in loss of

business and replacement at nice value. Employees of small mergers might need

intense re-skilling (Erel et al., 2012). Companies will also have to face challenges

because of internal competition and frictions that might happen among

employees of the merged organizations. There is also a risk of surplus workers in
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certain departments. Duplication and increase in costs because of modification of

management might also be a risk along with uncertainty to merger’s approval

with proper assurances (Lebedev et al., 2015). Mergers and acquisitions also

reduce flexibility where shifting to different activities as per competitors’

activities might be challenging.

3.3 Recommendations of Pfizer to Achieve Long-term R&D objectives
In pharmaceutical sector, research and development is very important. There is

a huge difference in the research and development investment by big

pharmaceutical companies like Pfizer. As per investors reports of Pfizer,

investment in R&D activities have decreased for the company in the last five

years, as seen in figure 1.

Figure 1: Pfizer's expenditure on research and development from 2006 to 2017

(in million U.S. dollars)

With R&D investments, there is an expectation for increased productivity rate

but this is not the case in today’s globalised world. It is important for

pharmaceutical companies like Pfizer to improve their R&D activities by adding

new drugs and medications to their portfolio. Therefore companies like Pfizer
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should leverage strategic alliances as a way to feed their product portfolio’s R&D

activities and reduce the costs and risks (Ahn et al., 2010).

Pfizer should enter into strategic alliance to improve their R&D strategy. This is

feasible for the company because of its increasing revenue and market share in

the last five years, as seen in figure 2.

Figure 2: Revenue of Pfizer

Strategic alliance is an asset for the pharmaceutical company to improve their

innovation and penetrate global markets. Pfizer can gain benefit from strategic

alliances in form of less expenditure on alliance as compared to mergers and

avoids integration issues. It will present opportunities for skills transfer and

learning and will strengthen competitive position (Hoang and Rothaermel, 2010).

However, Pfizer might face issues related to divergence of interests between

partners that would reduce company’s efficiency. It will also be difficult for the

company to assess performance and structure the alliance to establish efficiency

along with equitable cooperation between the partners. Nonetheless, comparing



11

the costs and benefits, Pfizer will gain more benefits from strategic alliances with

respect to its research and development activities (Wang et al., 2015).

4. Pfizer’s Strategic Management and Leadership
Considering the corporate governance, business ethics and social responsibility

of Pfizer, the following analysis can be made, seeing the annual reports. What

Pfizer considers is its social responsibility is actually an annual report having

messages to stakeholders along with financial performance reviews. There is

limited space given to the access to medicine issues whereas numbers and data

presented in the report are vague (Droppert and Bennett, 2015). The yearly

review of the company presented a more PR-oriented record without having any

details about the CSR projects, results and structure. The 2016 annual report of

Pfizer presented the units of company in the company along with the focus

without giving any information on least developed countries. It did mention the

strategies for emerging nations like Mexico, China and India but there wasn’t any

information about others (Adi and Grigore, 2015). As per the reports, the

marketing of specific drugs appear to be out of place, mainly when there is no

discussion on improving access to medicine in wider manner than selling brand

name hits in more markets.

As per the corporate governance reports of the company, Pfizer has started to

restructure its CSR strategy in order to support the priorities and organizational

changes of the company, such as entering global markets through strategic

alliances. Senior leaders have the capability to get involved into this action and

present new opportunities to guide the organization’s method to social

responsibility (Salton and Jones, 2015). Pfizer also wanted to take advantage of
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strong health; environment and safety program in order to establish a leading

environmental sustainability initiative that would help them connect and

support other CSR strategies. CR leadership therefore took the help of third party

agents to guide the development of new strategies and support global

implementation of the organization (Min et al., 2017).

With the help of third party agents, Pfizer made significant progress in syncing

internal CSR efforts, enhancing transparency and engaging workers in the

company. There is a better and extensive oversight and international network of

workers who meet on regular basis to share methods to manage CSR issues in

their areas (Salvioni et al., 2015). Pfizer has been able to focus on its

environmental sustainability, mainly three issues related to product stewardship,

climate and water. In this aspect, the company has recorded highest potential

impacts, company’s bottom line and benefit to the environment. The most recent

report of Pfizer has given users more information to assess the performance of

the company on main issues and specific objectives and metrics for the further

years.

In terms of ethical business, Pfizer is seen to incorporate a profit-driven culture

where the incentive is to sell as much products and services as they can. The

company does not consider the ethical standards. They have been pleaded guilty

for criminal charges while the company denied all the accusations. In addition to

this, it was not expected that the managers wouldn’t follow the industry and

federal guidelines; they only cared about profit generation (Chan et al., 2016).

The top management did not address the wrong doings they were conducting.

Therefore to enhance their compliance, the organization culture should focus
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more on achieving their initial mission and caring about the livelihood of the

patients instead of focusing on profits.

The senior management has the capability to improve its corporate governance.

In order to self-control, Pfizer should start from the top management where the

organization culture should incorporate the principles of good corporate

governance and should be executed in top-down approach. The company’s

mission should consider the industry standards as a benchmark to achieve and

use ethical ways of doing so. In order to comply with the agreement, the

organization should allow external and internal investigators to carry out audits

to administer the marketing activities (Chun, 2017). In addition to this, even the

marketing advertisements are manipulated and patients do not get all the

necessary information about the drugs they are purchasing. Hence, the corporate

governance and business ethics of the company is poorly managed whereas CSR

has shown some signs of improvement in the last few years.

5. Personal Reflection
While doing this report, there were a few questions that were easy to understand

whereas a few were difficult. While corporate governance, business ethics and

social responsibility were general and most talked about topics, global

convergence and international diversification were the topics most hard to find.

This report helped me understand how global corporate strategy works because

while studying the annual reports of Pfizer and GlaxoSmithKline, I could analyse

how companies use different tools and methods to make a presence in the

international market.
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While doing the research on global convergence and international diversification,

I faced challenges in terms of research and analysis of the merits and demerits

for the two company cases given. It took me hours to search and understand

what these two terms mean and how it can be applied to pharmaceutical

industry. even though I had lecture notes but gaining understanding about the

two topic was still a challenge. Even after completing the report, I am not clear

on these two topics. Hence, I would be getting more information from my

mentors and professors and understand how these two concepts can affect

different industries.

On the other hand, when studying strategic alliances, mergers and acquisitions

and corporate governance elements, I was confident about understanding the

concept and applying it to the given companies. Through classroom studies and

research materials, I understood the meaning and importance of business ethics,

corporate social responsibility and corporate governance. After understanding

the concepts and reading many examples, I read through the annual reports of

Pfizer along with the sustainability reports. While I got an overview upon how

the company is working with respect to these three concepts, but I had to do

some research on understanding its implication in the industry and company

performance.

Overall, this report helped me strengthen my research and analytical skills but I

still have to improve my understanding in a few concepts along with its

application in different areas. Furthermore, I need to improve upon my time

management skills and patience skills. This is because when I couldn’t find the

information on the concepts, I felt frustrated and wanted to get information from

some direct sources. However I regained confidence after support from



15

professors and was able to complete my project report. In addition to this, I also

need to concentrate on reading more materials to get accurate information and

also learn how to differentiate between right and wrong information to give

better credibility to my studies and research.

6. Conclusion
In conclusion, global pharmaceutical industry is thriving with companies like

Pfizer and GlaxoSmithKline. The report finds global convergence and

international diversification approaches to be appropriate for global corporate

strategy. However, for GlaxoSmithKline, international diversification is more

feasible than global convergence because of more chances to diversify risks

among different product portfolios. Considering mode of entry, strategic

alliances and mergers and acquisitions has many advantages and disadvantages

but for research and development strategies, the best strategy for Pfizer is

strategic alliances. Lastly, the report focused on business ethics and corporate

governance, Pfizer is seen to have a profit-driven culture and unethical standards

however it is not considering social responsible activities with the help of third

party agencies.
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