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Introduction

Pfizer Inc is a market leader in the pharmaceutical industry.  They research, develop, manufacture and market prescription medicines for both humans and animals and are responsible for some of the world’s best-known brand names in medicines.  The company primarily targets three business segments (health care, animal health and consumer health care) with products that are available in more than 150 countries.

Company Background & History

Pfizer was formed in 1849 when two German cousins, Charles Pfizer and Charles Erhart decided to manufacture chemicals in the USA that were not available at the time.  They established a small facility in Brooklyn, New York where they quickly established a reputation through their differentiated ability to develop medicines in the form of candy.

Several national events during the latter half of the nineteenth century were integral in propelling Pfizer into the powerhouse that it became in the pharmaceutical industry.  Examples of such events included the Civil War and the mass exodus of people moving westward in search of greater fortune.  By 1899 when the company celebrated its 50th anniversary, Pfizer had established a solid reputation that was characterized by quality, innovation and customer focus.  It had positioned itself well for the increasingly competitive market of the 20th century.

Pfizer lived up to its potential during the first fifty years of the 20th century.  The company incorporated in 1900 and its R&D efforts continued to cement its reputation as a leader in the chemicals industry.  At this time, their focus was on manufacturing chemicals in the most efficient manner.  Indeed, their quest for greater efficiency in chemicals manufacturing led to Pfizer scientists developing the ability to mass-produce several chemicals through fermentation technology.  By the late 1930s, the firm was known for its contribution to the use of fermentation in chemical manufacturing.  A result of Pfizer’s efforts at creating efficiencies in manufacturing was the reduction in the cost of citric acid from $1.25 to 20 cents per pound.  The firm also played a significant role in the mass-production of penicillin, a medicine whose popularity surged during the Second World War.  

Global Expansion
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By the 1940s, Pfizer’s successes led to the uprising of many “copy-cat” chemical-manufacturing businesses.  This resulted in an increasingly hostile competitive environment for Pfizer.  In 1945, the then CEO, John Smith envisioned that Pfizer would be far more successful as a company if it branched out from its manufacturing capability and focused more on the discovery and development of pharmaceutical products.  Smith was succeeded by Jack McKeen, another visionary who believed that Pfizer was fully capable of becoming a global leader in the pharmaceuticals industry.  As a result of these pivotal foresights, Pfizer began a focus on pharmaceuticals and established its first International Division in 1950.  

Initially, the firm’s global expansion consisted of a network of sales agents in multiple countries but soon, the company began to establish offices, subsidiaries and partnerships in all corners of the world.  Their entry strategy was primarily based on wholly owned subsidiaries and joint partnerships with host-country research-based organizations.  

The rapid success of Pfizer’s single International Division encouraged the firm to reorganize.  They divided the world into four regions, and placed a regional director based in the New York Headquarters in charge of each.  The regions were Europe, The West, The Middle East and The Far East.  Pfizer’s early approaches to internationalization involved strategies that focused on subsidiary autonomy.  This allowed for timely decision-making with reduced dependence on approval from HQ.  

Pfizer had struck something.  Their strategies for going global boosted the company’s growth, as evidenced by it crossing the billion-dollar sales threshold in 1972.  Over the years, the firm has committed increasing percentages of its revenue to Research & Development.  The firm had successfully honed in on its core competency—research. 

During the 1990s Pfizer participated in some significant product launches that further entrenched it as a world leader in the industry.  In 1992, Pfizer launched three popular drugs Zoloft, Norvasc and Zithromax and followed this with the launch of the popular Viagra in 1999.  As was the case at the end of the 19th century, Pfizer was strategically poised to further separate from its closest competitors at the turn of the 21st century.  The firm had developed such a strong financial position that it continued to grow by acquiring firms that complimented or contributed directly to their core competency.  An example is the merger between Pfizer and Warner-Lambert that created the new Pfizer—the world’s largest and most rapidly growing pharmaceutical company.  Today, Pfizer stands as a 98000-employee firm whose primary competitors include Merck, Bayer and Novartis.

Company Mentality

Pfizer has a primarily geocentric mentality.  Clearly, the company has transformed from a specialty manufacturing company in the early 1900s to a “research-based pharmaceutical company that is the world’s largest company dedicated to healthcare”.
  Evidence of Pfizer’s geocentrism is relatively clear-cut.  Firstly, geocentric companies are known for implementing standards that are both universal and local to evaluate and control all aspects of their company.  Pfizer stated in its 2003 Annual Report that they intended to measure performance both at the headquarters and at each of the subsidiaries according to three activities—financial performance, the ability to increase the availability of healthcare and the level of corporate social responsibility.  Clearly, these macro standards applied across the board are representative of universal local standards.

Pfizer’s geocentric mentality is also evidenced by the collaborative approach that exists between Headquarters and the subsidiaries.  Pfizer acknowledges the expertise and value of each subsidiary and how they contribute to the overall success of the company, and its corporate citizenship.  

Pfizer is neither identified with the home country, the United States, nor the host country where many of its subsidiaries exist.  Instead the firm truly portrays the image of a global firm that has a genuine interest in the local economies.  The obviously high value that has been placed on national awareness and responsiveness in subsidiaries has been passed down through the firm’s leadership and has seemingly become an embedded norm in the Pfizer corporate culture.

A third factor that supports the claim that Pfizer has a geocentric mentality is its approach to information flow throughout the organization.  There is multidirectional flow of knowledge throughout the company—from headquarters to subsidiaries, from subsidiaries to headquarters and even amongst subsidiaries.  Indeed, this type of communication is critical to Pfizer’s success as a research-based firm.  With very low percentages of ideas making it to actual medicines, the company emphasizes communication in all directions to ensure that as many ideas as possible are brought forward, thus increasing its chances of discovering new successful medicines/products for the world.

Company Strategy

Pfizer is a transnational firm.   The firm has successfully grown from its roots as a chemical manufacturing firm focused primarily on efficiency, and has blossomed into a firm that places significant value on all three of the following strategic priorities: (i) national responsiveness, (ii) global efficiency,  (iii) and global learning.  They have been and continue to be leaders in their industry.  Further proof of Pfizer’s transnational characterization is the extent of excentralization that they employ.  The company has concentrations of resources (both labor and capital) located in foreign territories, many of which are responsible for satisfying worldwide markets.  The organizational structure described below, Pfizer has distributed, interdependent and specialized activities taking place all over the world.

Company Structure

Pfizer’s corporate structure is a rather complex one.  The sheer size and resource distribution typifies Pfizer require a creative organizational structure to support them. Appendix A shows examples of the product division structure, the international division structure and the global matrix structure.  

Pfizer’s rapid growth in the face of competitive pressures over the years has resulted in several organizational changes over the years.  Today, the company has a rather complex structure to support its globally scaled operations.   Initial research revealed a hybrid structure known as a multi-division structure.  At the simplest level Pfizer is organized around its product offerings of human healthcare, consumer healthcare and animal health care.  At the next level, there are five main divisions (Pfizer Global Research & Development; Pfizer Global Pharmaceuticals; Pfizer Global Manufacturing; Pfizer Animal Health; and Pfizer Consumer Healthcare), each of which has global operational responsibilities.  The corporate headquarters staff monitors the divisions to ensure that their activities are in alignment with the overall corporate strategy.  Each division may have a different structure.

Figure 1 below illustrated the Pfizer structure at first glance.  Notice that each division may have its own structure.  See the exploded view of the Global Research & Development and the Global Pharmaceuticals Group below.
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From Figure 1, it is clear that Pfizer has consolidated its core competency, the human pharmaceuticals business, under its own organization.  This move was sought in 2002 to better align research, commercial and manufacturing operations to meet global business objectives.   Appendix B contains a brief synopsis of each of the divisions in the human healthcare organization.  

Further investigation of Pfizer’s corporate structure revealed the following. (Please See Figure 2).  This diagram clearly shows that Pfizer has a matrix structure.  A yellow dot on the diagram represents an intersection between a division and a region.  Despite the fact that some regions may not have a particular division represented, the communication channels are still open and are represented by the connecting lines.


Coordination And Control 

With such organizational complexity, Pfizer places significant emphasis on coordination and control within the company.  Essentially, Pfizer centralizes strategic responsibility of the firm but decentralizes operational responsibility to the divisions and subsidiaries.  The firm uses a mixture of the rules approach and the market approach to effectively exert control over corporate activities.  The highly distributed nature of this company, coupled with the increasing levels of interdependence among subsidiaries has demanded that Pfizer’s configuration be like the integrated network structure illustrated below.


Figure 3  The Integrated Network Configuration

Other organizational configurations like the decentralized federation and the coordinated federation prove to be far too simplistic to accurately support Pfizer’s transnational strategy.  With such a configuration, each worldwide unit is critical in the provision of ideas, skills and knowledge to the total success of Pfizer.  An example is seen in the Global Manufacturing organization, which has operations world wide that support all major markets
Conclusion

It is clear from the research conducted that Pfizer has grown into a global colossal in the pharmaceuticals industry.  They have successfully adopted a transnational strategy and a geocentric mentality that has helped them surge ahead of their competition.  Their focus on leadership, their customers and corporate responsibility has earned them several awards over the years.
Appendix A—Examples of MNC Corporate Structures

The following diagrams provide a graphical illustration of the three major organizational structures in International Business Theory i.e. The Product Division, The International Division, and The Global Matrix.


      

Figure 4 An International Division Structure


Appendix B – The Human Healthcare Organization

The Pfizer Global Research & Development Division

This division of Pfizer employs over 12,000 scientists worldwide.  In Figure 1 above, the exploded view of the Pfizer Global Research & Development Division shows that internally, this division has a matrix structure.  The structure consists of regional offices/subsidiaries that focus on research and development in various therapeutic fields.  These fields include cancer, cardiovascular diseases, viral diseases, and sexually transmitted diseases among others.  The grid shown in the matrix demonstrates the fact that there are easy communication lines for transferal of knowledge and experience amongst subsidiaries.  Additionally, with this structure, the firm’s R&D has sufficient decentralization to allow for flexibility in dealing with local issues but just enough centralization at Headquarters to ensure that the activities in the division are within the scope of the overall corporate strategy.

The Pfizer Global Pharmaceuticals Division

This Division is structured by region with each region possessing all the functions to support R&D and collaborate on global strategies for new products from development through its entire lifecycle.  This further emphasizes the complexity of Pfizer’s structure, as it incorporates communication across divisions.

The Pfizer Global Manufacturing Division

This division’s charter is to continually supply the demand of Pfizer’s product portfolio.  This division accounts for almost 25 percent of Pfizer’s employees.  As for structure, this division is also organized by region with manufacturing facilities in the United States, Canada, Europe, Latin America, The Middle East, Africa and Asia.   There is multidirectional flow of knowledge and experience among regions.  Moreover, Pfizer takes full advantage of the economies of scope and scale and leverages any local efficiencies from its manufacturing subsidiaries for the benefit of the entire division and company as a whole.
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"…Study the economy, establish proper contacts with government officials, learn the language, history, and customs, and hire local employees wherever possible."


-- Jack Mckeen
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Figure � SEQ Figure \* ARABIC �3� The Product Division Structure





Figure � SEQ Figure \* ARABIC �3� The International Division Structure





Figure 6 The Global Matrix Structure
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Figure � SEQ Figure \* ARABIC �2� The Pfizer Consolidated Corporate Structure








Figure � SEQ Figure \* ARABIC �1� The Pfizer Corporate Structure At  a Glance








� Pfizer Inc. Annual Report 2003.





