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MIS Practicum Lab – Assignment #4: Firm Profile

Merck & Co. Inc.
Primary Focus

Merck’s primary activities include the finding, developing, manufacturing and marketing of therapeutic drugs.  This includes drugs that enhance both human and animal health.   They are an international research intensive company that spent over $3.8 billion, in 2005, on research and development of new drugs which amounted to over 17.4% of total sales.  The products that Merck produces are sold to wholesalers, retailers, managed health care providers, clinics, hospitals and government agencies.  This is done through corporate sales representatives that promote Merck’s products to health care professionals.    
Merck has recently begun to refocus its research and development onto nine priority disease areas that correspond to the most important health care challenges faced by the world.  These nine areas are: cardiovascular disease, diabetes, Alzheimer's disease, cancer, atherosclerosis, novel vaccines, obesity, pain and sleep disorders.  

Financial summary

In 2006 Merck’s gross sales were in excess of $22.6 billion.  That was an increase of 3% from 2005.  Net income was over $4.4 billion and the earnings per common share were $2.03.  Both were down from 2005 by 4% and 3%, respectively.  However dividends paid per common share of $1.52 remained unchanged from 2005. Merck’s total assets in 2006 exceeded $44 billion.
As of October 2007 Merck’s stock performance over the course of one year was up 23.87%.  The market cap was 116.07 billion.  The company’s profit margin, return on assets, and return on equity was 20.55%, 8.15%, and 24.74%, respectively.  

Size, Structure, Culture and Composition

Merck currently has over 60,000 employees in about 140 countries. It is headquartered in Whitehouse Station, NJ.  Merck not only seeks out a diverse workforce but also committed to supplier diversity.  It is ranked in Fortune Magazine’s top 50 employers for Diversity.  It is said to be a family friendly company and has policy in place to support that stance.  Such as family leave policies and onsite day care programs.  Merck is considered to have a stable work place with great benefits and high pay.     

Key Leaders

The chairman, president and chief executive officer is Richard T. Clark.  He joined Merck in 1972 and has held multiple positions such as COO of Merck-Medco, CEO of Medco Health Solutions, and president of Merck’s manufacturing division.  He holds a BA in Liberal Arts from Washington & Jefferson University and an MBA from American University.  He was also a Lieutenant in the United States Army from 1970 to 1972.
Peter S. Kim, Ph.D., is the president of Merck Research Laboratories.  He acquired the position in January of 2003.  He joined Merck in 2001 and was appointed executive vice president of research and development.  Prior to joining Merck he was the Associate Head of the Biology Department at the Massachusetts Institute of Technology (MIT).  He holds a Ph.D. in Biochemistry from Stanford University and an AB in Chemistry from Cornell University. 
 Recent Crises
In September of 2004 Merck initiated the recall of its blockbuster arthritis painkiller, Vioxx.  Vioxx’s annual sales were around $2.5 billion which was responsible for about 11% of Merck’s total revenue.  This resulted in the company’s stock price falling by 40% and lowered market value by about $50 billion.  The reason for the recall was due to the drug’s adverse effects on the heart, which Merck had never revealed to users.  This resulted in about 4,200 product liability lawsuits.  
Following the Vioxx recall Merck decided to restructure its global business in 2005.  The plan included the closing of 5 manufacturing plants, 2 preclinical sites, a research site and the elimination of 7,000 positions by year end 2008.  However, do to this restructuring Merck expects to save between $4.5 to 5$ billion and to have double-digit increasing annual growth by 2010.  

Recent Successes

In light of the Vioxx recall and Merck liability in the death of some users, there have been multiple recent state court decisions in Merck’s favor.  Including a product liability case in Florida, a New Jersey court denied class-action status to insurance companies and a Texas court dismisses a claim against omission of risk warnings.  These along with a Federal Court dismissing a securities class action suit all happened since April of 2007.  

In September of 2007 Merck completed the acquisition of NovaCardia, Inc for a total of $366.4 million.  NovaCardia is a clinical-stage pharmaceutical company whose primary focus is the treatment of cardiovascular disease.  Their most promising drug for acute heart failure, rolofylline, which is currently in Phase III, is now part of Merck’s pipeline.   
In October of 2007 the Food and Drug Administration gave Isentress accelerated approval for use with other antiretroviral agents.  Isentress is use in the treatment of HIV infections in adults that have used other antiretroviral agents but still experience viral replication.  The integrase inhibitor is the first of its kind to be approved by the FDA.  Basically, Isentress and integrase inhibitors block HIV DNA from being inserted into human DNA.  This prevents the HIV virus from replicating and infecting new cells. 
Trends

Merck is keeping in stride with the rest of the pharmaceutical industry with regards to mergers & acquisitions and partnerships.  The trend in the industry is for major pharmaceutical companies to acquire or partner with smaller research companies to jointly develop new drugs. 
 In the past year Merck has purchases one company and has partnered with two other companies.  As mentioned earlier in September 2007 Merck completed the purchase of NovaCardia.  Merck has partnered with ARIAD Pharmaceuticals, Inc. to jointly develop and market ARIAD’s new mTOR inhibitor, AP23573, for cancer.  Currently, AP23573 is in Phase III clinical trials.  Merck has also partnered with Schering-Plough in a joint venture called Merck/Schering-Plough Pharmaceuticals.  In March of 2007 the companies announced they will start to develop a combination drug from ezetimibe and atorvastatin.  It will be a new cholesterol lowering medicine. 

Merck and IS
Merck spends approximately 4.8% of revenues on Information Technology and is considered to be one of highest ranked in the pharmaceutical industry in terms of IT.  Although average spending among pharmaceutical companies is estimated to be 5.1% Merck implements their IT more efficiently getting more out of what they spend.  Merck was one of the 500 companies listed in the “Leading Information Technology Innovators” in 2006 by Business Rankings Online.

Currently, Merck is using Information Technology to accelerate drug development.  It is using a system called the Clinical Trials System to make the clinical testing more efficient and faster.  This not only helps in the development of new drugs but also decreases the amount of time spent on compounds that will not yield a marketable product.   
Merck has been known for developing their own software around how they operate.  There has been a trend however to use more package software for areas such as research and development to help cut costs.

Key IS Leaders

The current Chief Information Officer is J. Chris Scalet.  Mr. Scalet has a BS in Management Science and Computer Systems from Oklahoma State University and has completed the executive management program at Northwestern University.  He joined Merck in 2003 from International paper where he held the position of CIO. Although he had no previous background in the pharmaceutical industry he brought with him the idea of operating IT efficiently.  This was something that was imperative in the paper and packaging industry. 
