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drugs has led many industry experts to largely consider the current, fully integrated business 
model of large pharmaceutical companies to be unsustainable.12 !
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Like most large pharmaceutical manufacturers, Pfizer pursues a “blockbuster” business model 
that is heavily reliant on its R&D pipeline to consistently develop and launch high volume 
drugs – drugs with expected annual revenues of $1 billion or greater.13 In 2012, Pfizer began 
restructuring its operations into a new commercial operating model. Pfizer divested its infant 
nutrition business for $11.9 billion and spun-off its animal health unit, Zoetis. Additionally, 
Pfizer restructured its operations into two primary business segments: Innovative Products 
and Established Products. Pfizer’s Innovative Products business is further divided into the 
Global Innovative Pharma (GIP) and Global Vaccines, Oncology, and Consumer Healthcare 
(VOC) businesses.14 Ian Read commented regarding the restructuring: “This represents the 
next steps in Pfizer’s journey to further revitalize our innovative core. Our new commercial 
model will provide each business with an enhanced ability to respond to market dynamics, 
greater visibility and focus, and distinctive capabilities.”15 Exhibit 1 contains some useful 
financial comparisons between Pfizer’s Innovative Products and its Established Products. 
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T3-?(3!'&&-8(/48%!:$(60(!UT':V!W.94&%99. This business focuses on developing, registering 
and commercializing novel, value-creating medicines that improve patients' lives. Therapeutic 
areas include inflammation, cardiovascular/metabolic, neuroscience and pain, rare diseases 
and women's/men's health, and include leading brands, such as Xeljanz®, Eliquis® and 
Lyrica®
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34% of Pfizer’s revenue growth over the past three years has come from increasing prices on 
existing drugs.19 Over this period, Pfizer has increased the price of Viagra by 57%, of Lyrica 
by 51%, and of Premarin by 41%. A 2013 study by the AARP found that the price of Lipitor 
rose by 9.3% in the year preceding patent expiration, and by 17.5% in 2011, the year of 
expiration.20 Pfizer is not alone in these practices. AbbVie and Bristol-Myers Squibb have 
both been reported as generating a very significant amount of their revenue growth from price 
increases. Drug pricing scandals and increased media and societal attention on drug pricing in 
general makes Pfizer’s reliance on pricing strategy to drive top-line revenue growth 
unsustainable. This is evident in the drug industry’s flat net pricing in 2015.21 
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Pfizer has become one of the largest pharmaceutical companies in the world primarily as a 
result of aggressive mergers and acquisitions (M&A). Pfizer’s acquisitions have been focused 
on two main strategies: expanding its capabilities and acquiring brands with strong revenues. 
Many of Pfizer’s acquisitions have provided new capabilities for the organization, such as 
biologics with the acquisition of Warner-Lambert in 2000 and biosimilar drugs with the 
acquisition of Hospira in 2015. Additionally, Pfizer acquired the rights to the best-selling drug 
Lipitor in its 2000 acquisition of Warner
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groundwork for a successful career in pharmaceuticals. Some of his previous roles included 
CFO of Pfizer Mexico, Country Manager of Pfizer Brazil, President of Pfizer's International 
Pharmaceuticals Group, Executive Vice President of Europe, and Corporate Vice President. 
Read also serves on the boards of Pharmaceutical Research Manufacturers of America 
(PhRMA), which represents the leading innovative biopharmaceutical research companies.35  
 
Executive VP Strategy Portfolio and Commercial Operations, Laurie J. Olso 
!
Laurie Oslo oversees long-term strategy, execution of commercial objectives, and advises 
portfolio functions for R&D investment strategies. She started working for Pfizer in 1987 in 
Marketing Research. As a economics graduate from the State University of New York at 
Stony Brook and with a MBA from Hofstra University, her experiences span across domestic 
and global leadership positions in marketing, commercial development, strategy, analytics 
corporate responsibility and operations. Her most recent role was Senior Vice President of 
Portfolio Management and Analytics, and within that role she was part of the task force that 
“redesigned Pfizer’s R&D organization to strengthen its pipeline and improve efficiency.”36 
 
Executive VP Chief Development Officer, Rod MacKenzie, PhD 
!
Rod MacKenzie received his PhD from Imperial College, London after getting his chemistry 
degree from the University of Glasgow. As the co-inventor of Darifenacin, which was sold in 
2003 due to regulatory issues, MacKenzie held various positions within Pfizer before 
assuming his current position.37 His role oversees “the development and advancement of 
Pfizer’s pipeline of medicines in several therapeutic areas.” He serves on the Portfolio 
Strategy and Investment Committee and sits on the Board of Directors for ViiV Healthcare.38 
 
Executive VP Business Operations and CFO, Frank D’Amelio 
!
Frank D’Amelio joined the company in September 2007 and oversees finance, business 
development and business operations. He has been ranked as a top CFO for various years by 
Institutional Investor magazine. He has led the organization in many mergers, spin offs, and 
sales, such as: Pfizer and Wyeth merger, sale of their nutrition business, and the spin-off of 
Zoetis. His experience comes from his many leadership roles at Alcatel-Lucent, including 
Senior Executive Vice President of Integration and Chief Administrative Officer, and his 
experience as COO of Lucent Technologies. Frank earned his MBA in Finance from St. 
John’s University and his bachelor’s degree in Accounting from St. Peter’s College. 
Representing Pfizer, he currently serves on the Board of Directors for many organizations. 
They include, Humana, Inc., Zoetis, Inc., the Independent College Fund of New Jersey, and 
the Gillen-Brewer School. 39 
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Pfizer is a publicly traded company with approximately 6.2 billion shares outstanding at 
December 31, 2015.40 According to Yahoo Finance, among Pfizer’s primary shareholders are 
institutional investment companies Vanguard Group, Inc., BlackRock Institutional Trust 
Company, and JPMorgan Chase & Co., who own 6.32%, 4.95%, and 1.89% of total 
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Each of the Innovative Products and Established Products businesses is led by a single 
manager responsible for both commercial productivity as well as research and development 
activities that meet proof-of-concept requirements. The Innovative Products Business is 
tasked with development and commercialization of new medicines and vaccines. The 
Established Products Business focuses on branded generic medicines and legacy brands that 
have lost or will lose market exclusivity in the short-term. Both businesses have geographic 
footprints that span developed and emerging markets.47  
  
Pfizer has a truly global supply chain network with 64 internal manufacturing facilities, over 
200 supply chain partners, and 134 logistics centers in 2015. Pfizer claims to have over 850 
major product groups. Due to the high demands for traceability, Pfizer employs a serialization 
program across its supply chain. Pfizer also uses their Highly Orchestrated Supply Network 
(HOSuN) to connect inventory, transportation, logistics and its associated security, 
compliance, environmental health and safety, and other functions into a truly integrated 
system. They also use HoSuN for business continuity risk assessment and resolution.48 
 
Manufacturing pharmaceuticals can be extremely complex. For example, the vaccine known 
as Prevenar 13 was produced for the one-billionth-time in 2015. According to Pfizer, 
manufacturing Prevenar 13 includes the participation of 1700 employees, 678 quality tests, 
400 different raw materials, 580 steps in manufacturing, and over 2 years.49  
 
Pfizer earned 56% of its 2015 revenue from operations outside the United States, which 
represented $27.1 billion. Japan is the second largest market, behind the United States.50 
(
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Pfizer promotes its products within the global biopharmaceutical business to healthcare 
providers and patients. Pfizer’s marketing organization is responsible for educating a wealth 
of stakeholders regarding product approved uses, benefits, and risks. Pfizer employs a direct-
to-consumer advertising campaign in the U.S.; this provides similar information and suggests 
that interested customers have discussions with their doctor. Pfizer’s “Global Consumer 
Healthcare business uses its own sales and marketing organizations to promote its products 
and occasionally uses distributors in smaller markets.” Television, digital, print, and in-store 
media are all used to advertise to consumers.51 
 
In the U.S., all products must be approved by the FDA prior to any marketing campaigns. The 
FDA oversight includes “regulations that govern the testing, manufacturing, safety, efficacy, 
labeling and storage of our products, record keeping, advertising, and promotion.”52 There are 
also several federal and state laws that were enacted to prevent fraud and abuse, including 
false claim and anti-kickback laws. Pfizer encounters “similar regulatory and legislative 
issues in most other countries.”53 
 
Pfizer has been criticized in the past regarding some of its foreign marketing practices. In 
August 2012, the U.S. Securities and Exchange Commission fined Pfizer $45 million dollars 
for violating the US Foreign Corrupt Practices Act. In order to secure regulatory approval, 
sales, and increased prescriptions, several subsidiaries of Pfizer had been bribing foreign 
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officials. The bribes had been concealed under marketing and promotion expenses in the 
accounting records. Pfizer reported the violations voluntarily in 2004 and subsequently 
implemented anti-corruption training.54 
 
From a distribution perspective, prescription pharmaceutical products primarily are sold 
primarily to wholesalers. In 2015, the “top three biopharmaceutical wholesalers accounted for 
approximately 34% of our total revenues (and 74% of total U.S. revenues).”55 Pfizer also does 
some direct shipments to retailers, hospitals, pharmacies, and clinics. For its vaccines, Pfizer 
“primarily sell[s] directly to individual provider offices, the Centers for Disease Control and 
Prevention and wholesalers”.56 
(
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Over the past five years, Pfizer’s revenues have been steadily decreasing, reducing net income 
to a five-year low of $6.96 billion. A decrease in revenue from continuing operations is the 
primary cause of the decrease in revenues. The spin-off of Zoetis had a compounding effect 
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2014: Merck acquired Cubist Pharmaceuticals ($8.4B) 
 

Novartis AG (NVS) 
 
Founded in 1996 in Switzerland, Novartis AG is the pharmaceutical industry's world leader in 
sales, generating $50.4B in 2015 revenues. Novartis has several oncology products in the 
pipeline that will directly compete with Pfizer pharmaceuticals. Currently its best sellers are 
prescription treatments for cancer, multiple sclerosis and macular degeneration.61 
 
Major Acquisitions:62 

 
1999: Formed by merger with Ciba-Geigy and Sandoz Laboratories 
2005: Acquired Hexal and Eon Labs ($8.29B) 
2006: Acquired Chiron Corp. ($5.1B) 
2010: Acquired Alcon ($39.3B) 
2012: Acquired Fougera Pharmaceuticals ($1.5B) 
 

Bristol-Myers Squibb (BMY) 
 
Bristol-Myers Squibb was founded in New York in 1887 and had $18.8B in 2015 revenues. 
They produce the market leading antipsychotic drug, Abilify, which is widely used for 
treating schizophrenia. Bristol-Myers Squibb, like the majority of pharmaceuticals companies, 
derives the bulk of its profits from a limited number of expensive specialty drugs or much 
wider market spread of cheaper drugs.63 
 
Major Acquisitions:64 

 
2009: Acquired Medarex 
2010: Acquired ZymoGenetics 
2015: Acquired Flexus Biosciences ($1.25B) and Cardioxyl ($2B) 
2016: Acquired Padlock Therapeutics ($600M) & Cormorant Pharmaceuticals 

($520M) 
 

Johnson & Johnson (JNJ) 
 
Founded in 1886, Johnson & Johnson is an American multinational medical devices, 
pharmaceutical (40% by revenues) and consumer packaged goods manufacturer. Besides 
over-the-counter products for self-treatment and at-home medication, Johnson & Johnson 
produces high-priced specialty drugs used in the treatment of autoimmune diseases, prostate 
cancer, and HIV/AIDS.65 
 
Major Acquisitions:66 

 
2006: Acquired consumer healthcare business of Pfizer ($16.6B) 
2013: Acquired Aragon Pharma ($1B) 
2014: Alios BioPharma, Inc ($1.75B) 
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Public outrage over increasing drug prices came to a head recently, with many scandals 
receiving national headline attention. One such incident occurred when Turing 
Pharmaceuticals raised the price of Daraprim - a drug used predominantly by AIDS patients 
and pregnant women – from $13.50 to $750 per pill, over a 5,000% increase.74 Another such 
incident involved Mylan, the company that manufacturers the injector EpiPen, which contains 
a drug used to treat life-threatening allergy attacks (a drug Pfizer manufacturers). Mylan 
increased the price of EpiPen from $265 to over $600 in less than three years.75 Many believe 
the increase was in response to a settlement agreement in 2012 under which Mylan agreed to 
allow a generic competitor to enter the market in 2015. 
 
The rising cost of healthcare in the United States is a growing concern among voters, and 
societal pressures are seeing health care reform and regulation on drug prices reaching 
political platforms and ballots across the country. Political lobbyists on both sides are 
spending millions of dollars to influence the outcome of such initiatives. One such initiative, 
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