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Consolidated Balance Sheet
Merck & Co., Inc. and Subsidiaries
December 31($ in millions)

1999 1998 1997
Assets
Current Assets
Cash and cash equivalents 2,021.9 2,606.2 1,125.1
Short-term investments 1,180.5 749.5 1,184.2
Accounts receivable 4,089.0 3,374.1 2,876.7
Inventories 2,846.9 2,623.9 2,145.1
Prepaid expenses and taxes 1,120.9 874.8 881.9
Total current assets 11,259.2  10,228.5 8,213.0
Investments 4,761.5 3,607.7 2,533.4
Property, Plant and Equipment (at cost)
Land 259.2 228.8 216.4
Buildigs 4,465.8 3,664.0 3,257.8
Machinery, equipment and office furnishings 7,385.7 6,211.7 5,388.6
Construction in progress 2,236.3 1,782.1 1,169.8
14,347.0  11,886.6  10,032.6
Less allowance for depreciation 4,670.3 4,042.8 3,423.2
9,676.7 7,843.8 6,609.4
Goodwill and Other Intangibles 7,584.2 8,287.2 6,780.5
Other Assets 2,353.3 1,886.2 1,599.6
30,634.9 31,8534  25,735.9
Liabilities and Stockholders' Equity
Current Liabilities
Accounts payable and accrued liabilities 4,158.7 3,682.1 3,268.9
Loans payable and current portion of long-term debt 2,859.0 624.2 902.5
Income taxes payable 1,064.1 1,125.1 859.6
Dividends pavable 677.0 637.4 537.6
Total current liabilities 8,758.8 6,068.8 5,568.6
Long-Term Debt 3,143.9 3,220.8 1,346.5
Deferred Income Taxes and Noncurrent Liabilities 7,030.1 6,057.0 5,060.1
Minority Interests 3,460.5 3,705.0 1,166.1
Stockholder's Equity
Retained earnings 23,4479  20,186.7  17,291.5
Others 5,958.3 5,622.9 5,263.0
Less treasury Stock, at cost 16,164.6  13,007.8 9,959.9
Total stockholders' equity 13,241.6  12.801.8  12.594.6
35,634.9 31,8534  25,735.9
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Consolidated Statement of Income

Merck & Co., Inc. and Subsidiaries
December 31($ in millions)

1999 1998 1997
Sales 32,714.0  26.898.2  23,636.9
Costs, Expenses and Other
Materials and production 17,534.2 13,9254  11,790.3
Marketing and administrative 5,199.9 45114 4,299.2
Research and development 2,068.3 1,821.1 1,683.7
Acquired research 51.1 1,039.5 -
Equity income from affiliates -762.0 -884.3 -727.9
Gains on sales of businesses - 22,1477 -213.4
Other (income) expense, net 3.0 499.7 342.7
240945 18.765.1 17.174.6
Income Before Taxes 8,619.5 8,133.1 6,462.3
Taxes on Income 2,729.0 2,884.9 1,848.2
Net Income 5,890.5 5,248.2 4,614.1

57



00000 Vol.10 Ne2 2000

58

oo

7 A v M gDsE R EFILE
Revenues and profits for Segments:

Merk
Pharma- Merck- All
ceutical Medco Other Total
Year Ended December 31, 1999
Segment revenues 14,418.7  18,109.0 2,890.8 35,4185
Segment profits 8,495.4 578.3 2,004.9 11,728.6
Included in segment profits:
Equity income from affiliates 16.3 - 465.1 481.4
Depreciation and amortization -113.6 -84.8 -48.2 -246.4
Year Ended December 31, 1998
Segment revenues 12,839.9  14,338.0 2,274.4  29,452.3
Segment profits 7,637.3 475.8 2,390.5  10,503.6
Included in segment profits:
Equity income from affiliates 12.7 -04 850.0 862.3
Depreciation and amortization -103.6 -91.9 -47.6 -243.1
Year Ended December 31, 1997
Segment revenues 12,122.2  11,996.0 1,851.8  25,970.0
Segment profits 7,396.2 333.9 1,895.1 9,625.2
Included in segment profits:
Equity income from affiliates 15.0 -0.5 894.6 909.1
Depreciation and amortization -89.0 -74.8 -31.5 -195.3
gk B 7e B
Consolidated revenues by country:
Year Ended December 31
1,999 1,998 1,997
United States 25,662.1  20,199.3 16,984.9
Japan 1,412.7 1,160.6 1,235.1
Other 5,639.2 5,538.3 5,416.9
32,714.0  26.898.2  23.636.9
BRIFE B
Sales
($ in million) _
1,999 1,998 1,997
Elevated cholesterol 5,093.2 4,694.1 4,672.3
Hypertension/heart failure 4,563.8 4,213.5 3,855.0
Osteoporosis 1,043.1 775.2 532.1
Anti-ulcerants 913.9 1,113.5 1,184.4
Vaccines/biologicals 860.0 846.7 733.6
Antibiotics 772.3 743.3 774.9
Ophthalmologicals 670.0 630.7 639.1
HIV 664.4 676.3 581.7
Anti-inflammatory/analgesics 578.5 98.0 116.0
Respiratory 501.8 194.0 04
Animal health/crop protection - - 550.0
Other Merck products 1,820.6 1,311.2 557.1
Merck-Medco 15,232.4  11.601.7 9,440.3
&t 32,714.0  26,898.2  23.636.9
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Consolidated Balance Sheet
Bristol-Myers Squibb Company

December 31($ in millions)

1999 1998 1997
Assets
Current Assets
Cash and cash equivalents 2,720 2,244 1,456
Time deposits and marketable securities 237 285 338
Receivables, net allowances 3,272 3,190 2,973
Inventories 2,126 1,873 1,799
Prepaid expenses and taxes 912 1,190 1,170
Total current assets 9,267 8,782 7,736
Prorerty, Plant and Equipment 4,621 4,429 4,156
Insurance Recoverable 468 523 619
Excess of Cost over Net Tangible Assets
Received in Business Acquisitions 1,602 1,587 1,625
Other Assets 1,256 951 841
17,114 16,272 14,977
Liabilities and Stockholders' Equity
Current Liabilities
short-term borrowings 432 482 543
Accounts payable 1,657 1,380 1,017
Accrued expenses 2,367 2,302 1,939
Product liability 287 877 865
U.S. and foreign income taxes pavable 794 750 668
Total current liabilities 5,537 5,791 5,032
Other Liabillities 1,590 1,641 1,447
Long-Term Debt 1,342 1,364 1,279
Stockholders' Equity
Retained earnings 15,000 12,540 10,950
Others -6,355 -4,964 -3,731
Total Stockholders' Equity 8,645 7.576 7.219
Total liabilities and stockholders' equity 17,114 16,272 14,977
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Consolidated Statement of Income

Bristol-Myers Squibb company
December 31($ in millions)

1999 1998 1997
Sales 20,222 18,284 16,701
Costs, Expenses and Other
Cost of products sold 5,539 4,856 4,404
Marketing, selling and administrative 4,578 4,418 4,173
Advertising and product promotion 2,409 2,312 2,241
Research and development 1,843 1,577 1,385
Special charge - 800 -
Provision for restructuring - 201 225
Gain on sale of a business - (201) (225)
Other 86 53 (44)
14,455 14,016 12,219
Earnings Before Income Taxes 5,767 4,268 4,482
Provision for Insome Taxes 1,600 1,127 1,277
Net Earnings 4,167 3,141 3,205
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Segment Information
Dollars in Millions

1999 1998 1997
Medicines
Pravachol 1,704 1,643 1,437
TAXOL 1,481 1,206 941
Glucophage 1,317 862 579
Oneolory Therapeuties
Network 894 657 480
BuSpar 605 531 443
Zerit 605 551 398
Paraplatin 600 525 437
Plavix 547 144 -
14,309 12,573 11,211
Beauty Care
Hair care 1,250 1,179 794
Haircolor, 905 894 841
2,381 2,305 1,895
Nutritionals
Infant formulas 1,233 1,203 1,219
1,850 1,759 1,793
Medical Devices
Orthopaedic implants 665 596 615
Ostomy 449 464 451
1,682 1,647 1,802
20,222 18,284 16,701
Hgs7e B
Consolidated net sales by country:
Year Ended December 31
1,999 1,998 1,997
United States 14,445 12,527 11,014
Europe, Mid-East and Africa 5,040 4,873 4,653
Other Western Hemisphere 1,681 1,749 1,586
Pacific 1,711 1,457 1,636
Inter-area eliminations (2,655) (2,322) (2,188)
Net sales before taxes and assets 20,222 18,284 16,701
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Consolidated Balance Sheet

Johnson & Johnson and Subsidiaries
December 31($ in millions)

1999 1998 1997

Assets
Current Assets

Cash and cash equivalents 2,363.0 1,994.0 2,753.0

Marketable securities 1,516.0 789.0 146.0

Accounts receivable trade, less allowances 4,233.0 3,752.0 3,329.0

Inventories 3,095.0 2,898.0 2,516.0

Deferred taxes on income 1,105.0 1,183.0 831.0

Prepaid expenses and other receivables 888.0 870.0 988.0
Total current assets 13,200.0  11,486.0  10,563.0
Marketable Securities, Non-Current 441.0 437.0 385.0
Property, Plant and Equipment, Net 6,719.0 6,395.0 5,810.0
Intangible Assets, Net 7,571.0 7,364.0 3,261.0
Deferred Taxes on Income 104.0 411.0 332.0
Other Assets 1,128.0 1,199.0 1,102.0
Total Assets 29,163.0  27.292.0  21,453.0
Liabilities and Stockholders' Equity
Current Liabilities

Loans and notes payable 1,806.0 2,753.0 714.0

Accounts payable 2,003.0 1,877.0 1,753.0

Accrued liabilities 2,972.0 3,012.0 2,258.0

Accrued salaries, wages and commissions 467.0 445.0 332.0
Taxes on income 206.0 206.0 226.0
Total current liabilities 7,454.0 8,293.0 5,283.0
Long-Term Debt 2,450.0 1,729.0 1,126.0
Deferred Tax Liability 287.0 578.0 175.0
Employee Related Obligations 1,749.0 1,738.0 1,562.0
Other Liabilities 1,010.0 877.0 948.0
Total liabilities 12,950.0  13,215.0 9,094.0
Shareowners’ Equity

Retained earnings 16,192.0  13,968.0  12,694.0

Others 21.0 109.0 -335.0
Total shareowners' equity 16,213.0  14,077.0  12.359.0
Total liabilities and shareowners' equity 29,163.0  27,292.0  21,453.0
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Consolidated Statement of Income

Johnson & Johnson and Subsidiaries
December 31($ in millions)
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1999 1998 1997 1996

Sales to customers 27471 23,995 22,830 21,620
Cost of Products Sold 8,442 7,604 7,230 7,018
Gross profit 19,029 16,391 15,600 14,602
Selling, marketing and administrative expenses 10,503 9,027 8,756 8,394
Research expense 2,600 2,336 2,209 1,905
Purchased in-process research and development - 298 - -
Interest income (246) 277 (213) (139)
Interst expense, net of portion capitalized 197 129 124 125
Other expense, net 222 143 137 284
Restructuring charge - 553 - -
13,276 12,209 11,013 10,569

Earnings Before Provision for Taxes on Income 5,753 4,182 4,587 4,033
Provision for Taxes in Income 1,586 1,179 1,276 1,146
Net Earnings 4,167 3,003 3,311 2,887
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Sales to Customers
Year Ended December 31, 1999

1999 1998 1997

Consumer-Domestic 3,670 3,325 3,240

International 3,194 3,201 3,258
Total 6,864 6,526 6,498
Pharmaceutical-Domestic 6,419 4,993 4,015

International 4,275 3,907 3,882
Total 10,694 8,900 7.897
Professional-Domestic 5,296 4,530 4,640

International 4,617 4,039 3,795
Total 9,913 8,569 8,435
Worldwide total 27,471 23,995 22,830
Higs5e b
Consolidated revenues by country:
Year Ended December 31

1999 1998 1997

United States 15,385 12,848 11,895
BEurope 6,711 6,354 5,995
Western Hemisphere excluding U.S. 2,023 2,105 2,044
Asia-Pacific, Africa 3,352 2,688 2,896
Segments total 27,471 23,995 22,830
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Consolidated Balance Sheet

Pfizer Inc.
December 31($ in millions)

1985 1998 1997
Assets
Current Assets
Cash and cash equivalents 739 1,552 877
Short-term investments 3,703 2,377 12
Accounts receivable 3,864 2,914 2,220
Short-term loans 273 150 115
Inventories
Finished goods 650 697 442
Work in process 711 890 808
Raw materials and supplies 293 241 211
Total inventories 1,654 1,828 1,461
Prepaid expenses and taxes 958 1,110 637
Net assets of discontinued operations - - 1,420
Total current assets 11,191 9,931 7,442
Long-term Loans and Investments 1,721 1,756 1,330
Property, Plant and Equipment 5,343 4,415 3,793
Goodwill 763 813 989
Other Assets, Deferred Taxes and Deferred Changes 1,556 1,387 1,437

Total Assets

20,574 18,302 14,991

Liabilities and Shareholders' Equity

Current Liabilities

Short-term borrowings 5,001 2,729 2,251
Accounts payable 951 971 660
Dividends payable 349 285 -
Income taxes payable 869 1,162 729
Accrued compensation and related items 669 614 456
Other current liabilities 1,346 1,431 898
Total current liabilities 9,185 7,192 4,994
Long-Term Debt 525 527 725
Postretirement Benefit Obligation
other than Pension Plans 346 359 394
Deferred Taxes on Income 301 197 127
Other Non-Current liabilities 1,330 12,217 818
Total liabilities 11,687 9,492 7,058
Shareholders’ Equity
Common stock 213 210 207
Additional paid in capital 5,416 5,506 3,101
Retained earnings 13,396 11,439 9,349
Accumulated other comprehensive expense (399) (234) (85)

Employee benefit trusts
Others

(2,888) (4,200) (2,646)
(6.851) 3.911) (1,999)

Total shareholders' equity

8,887 8,810 7,933

Total liabilities ans shareholders' equity

20,574 18,302 14,991
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Consolidated Statement of Income
Pfizer Inc.
December 31($ in millions)

1999 1998 1997
Net Sales 14,133 12,677 10,739
Alliance revenue 2,071 867 316
Total revenues 16,204 13,544 11,055
Cost of sales 2,028 2,094 1,776
Selling informational and
administrative expenses 6,351 5,568 4,401
% of total revenues 39.2% 41.1% 39.8%
R&D expences 2,776 2,279 1,805
% of total revenues 17.1% 16.8% 16.3%
Other deductions, net 101 1,009 206
Incoming from continuing
operations before taxes 4,448 2,594 2,867
% of total revenues 27.5% 19.2% 25.9%
Taxes on income 1,244 642 775
Effective tax rate 28.0% 24.8% 27.0%
Income from continuing operations 3,199 1,950 2,082
% of total revenues 19.7% 14.4% 18.8%
Discontinued operations, net of tax (20) 1401 131
Net income 3,179 3,351 2,213
% of total revenues 19.6% 24.71% 20.0%
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Net Sales-Major Pharmaceutical Products

Dollars in Millions

% Increase

1999 1998 1997 99/98  98/97
Cardiovascular Diseases: (5B 28 %) 54,635 54,186 3,806 11 10
Norvasc 3,030 2,075 2,217 18 16
Cardura 794 688 626 15 10
Infectious Diseases: (PUEGHLSE) 3,145 2,822 2,475 11 14
Zithromax 1,333 1,041 821 28 27
Diflucan 1,002 916 881 9 4
CNS (X it %) 2,156 1,924 1,553 12 24
Zoloft 2,034 1,836 1,507 11 22
Viagra 1,033 788 - 31 -
Allergy(7 LIV ¥ —) 557 4292 273 32 55
Zyrtec/Reactine 552 416 265 33 57
7 x v RIFE R
Total Revenues by Business Segment
1,999 1,998 1,997
Pharmaceutical 14,859 12,230 9,726
Animal Health 1,345 1,314 1,329
Total 16,204 13,544 11,055
ol s158 [
Consolidated net sales by country:
Year Ended December 31
1,999 1,998 1,997
United States 9,896 8,205 6,089
Japan 1,249 943 949
All Other Countries 5,059 4,396 4,017
Total 16,204 13,544 11,055

Mgl 7 % >~ b RI5E B o ZL

Percentage Change in Geographic Total Revenues by Business Segment
% Change in Total Revenues

U.S International
99/98 98/97 99/98  98/97
Pharmaceutical 21 38 22
Animal Health 14 3 () (4)
Total 21 35 18
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Consolidated Balance Sheet

Warner-Lambert Company and Subsidlaries
December 31($ in millions)

1999 1998 1997
Assets
Current Assets
Cash and cash equivalents 1,633.6 945.8 756.5
Short-term investments 309.6 42.2 16.7
Accounts receivable 1,722.5 1,475.9 1,160.2
Other receivables 258.7 205.6 210.3
Inventories 979.2 992.8 742.9
Prepaid expenses and other current assets 786.5 586.6 410.4
Total current assets 5,690.1 4,248.9 3,297.0
Investments and Other Assets 793.4 718.9 593.8
Property, Plant and Equipment, Net 3,341.9 2,821.9 2,427.0
Intangible Assets 1,616.1 1,730.4 1,712.7
11,441.5 9,520.1 8,030.5
Liabilities and Stockholders’ Equity
Short-Term Debt 297.1 264.2 372.1
Accounts Payable, Trade 1,881.5 1,518.2 890.6
Accrued Compensation 236.1 233.3 186.6
Other Current Liabilities 990.1 980.1 894.0
Federal | State and Foreign Income Taxes 283.7 248.2 245.6
Total current liabilities 3,688.5 3,244.0 2,088.9
Long-Term Debt 1,249.5 1,266.7 1,831.2
Deferred Income Taxes and Other Noncurrent
Liabilities 1,405.2 1,129.1 774.9
Shareholders’ Equity:
Retained earnings 5,098.1 4,038.5 3,892.6
Accumulated other comprehensive income (645.4) (399.3) (430.0)
Others 645.6 241.1 627.1
Total shareholders' equity 5,098.3 3,880.3 2,835.5
11,441.5 9,520.1 8,030.5
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Consolidated Statement of Income
Warner-Lambert Company and Subsidlaries
December 31($ in millions)

1999 1998 1997
Net Sales 12,928.9  10,743.8 8,408.1
Costs of goods sold 3,041.9 2,860.2 2,502.9
Selling, general and administrative 5,958.5 4,852.2 3,726.5
Research and development 1,259.0 1,025.6 730.7
Other expense, net 228.3 214.8 259.2
Total costs and expenses 10,487.7 8,952.8 7,219.3
Income before income taxes 2,441.2 1,791.0 1,188.8
Provision for income taxes 708.0 517.8 326.4
Net income 1,733.2 1,273.2 862.4
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Segment Information
Net Sales
Dollars in Millions
1999 1998 1997

70

Pharmaceutical 7,982 6,134 3,848
Consumer Health Care 2,996 2,722 2,091
Confectionery 1,951 1,888 1,869
Total Segments 12,929 10,744 8,408
HgmI5e B
Year Ended December 31

1999 1998 1997
Net Sales:
United States 7,862 6,304 4,416
Foreign 5,067 4,440 3,992
Total 12,929 10,744 8,408
Long-Lived Assets:
United States 1,794 1,562 1,433
Ireland 589 311 125
Germany 235 248 205
All other foreign 724 701 692
Total 3,342 2,822 2,455




oot oo

Consolidated Balance Sheet

Eli Lilly and Company and Subsidiaries
December 31($ in millions)

1999 1998 1997
Assets
Current Assets
Cash and equivalents 3,700.4 1,495.7 1,947.5
Short-term investments 135.6 101.4 7.1
Accounts receivable, net of allowances 1,443.2 1,967.9 1,544.3
Other receivables 399.6 275.8 338.9
Inventories 899.6 999.9 900.7
Deferred Income Taxes 240.3 332.7 325.7
Prepaid Expenses 236.8 233.4 186.5
Total current assets 7,055.5 5,406.8 5,320.7
Other Assets
Prepaid retirement 741.1 612.3 579.1
Investments 180.3 204.0 465.6
Goodwill and other Intangibles, Net of
Allowances for Amortization of $171.4 118.6 1,517.9 1,550.5
Sundry 748.2 758.2 559.8
1,788.2 3,092.4 3,155.0
Property and Equipment 3,981.5 4,096.3 4,101.7
12,825.2 12,595.5 12,577.4
Liabilities and Shareholders' Equity
Current Liabilities
Short-term borrowings 241.5 181.4 227.6
Accounts payable 445.5 1,186.0 985.5
Employee compensation 489.3 704.0 456.6
Dividends payable 283.0 2502.9 221.7
Income taxes payable 1,445.3 1,290.2 1,188.0
Other liabilities 1,030.8 992.7 1,112.2
Total current liabilities 3,935.4 4,607.2 4,191.6
Other liabilities
Long-Term Debt 2,811.9 2,185.5 2,326.1
Deferred Income Taxes 137.0 247.9 215.5
Retiree Medical Benefit Obligation 115.7 114.7 118.3
Other Noncurrent Liabilities 812.2 1,010.6 920.3
3,876.8 3,058.7 3,580.2
Shareholders' Equity
Retained earnings 4,985.6 4,228.8 4,483.1
Deferred costs-ESOP (139.9) (146.9) (155.7)
Others 167.3 3417.7 427.7
5,013.0 4,429.6 4,755.1
12,825.2 12,595.5 12,5774
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Consolidated Statement of Income

Eli Lilly and Company and Subsidiaries
December 31($ in millions)

1999 1998 1997
Net Sales 10,002.9 9,236.8 7,987.7
Cost of Sales 2,098.0 2,015.1 1,946.0
Research and development 1,783.6 1,738.9 1,370.2
Marketing and administrative 2,757.6 2,658.3 2,233.1
Acquired in-process technology - 127.5 -
Asset impairment and other site charges 87.4 - 97.8
Gain on sale of DowElanco - - (631.8)
Interest expense 183.8 181.3 232.7
Other income- net (152.9) (149.3) (161.4)
6,757.5 6,071.8 5,086.6
Income from continuing operations
before income taxes and extraordinary item 3,245.4 2,665.0 2,901.1
Income taxes 698.7 568.7 885.2
Income from continuing operations
before extraordinary item 2,546.7 2,096.3 2,015.9
Income(loss) from discontinued operations,
net of tax 174.3 8.8  (2,401.0)
Extraordinary item, net of tax - (7.2) -
Net income(loss) 2,721.0 2,097.9 (385.1)
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Segment Information
Year Ended December 31, 1999

1999 1998 1997
Neurosciences 4,729.3 44878 3,515.3
Endocrinology 2,075.5 1,626.6 1,381.8
Anti-infectives 1,022.3 1,160.9 1,272.5
Cardiovascular 637.6 536.9 421.0
Animal health 627.8 614.4 589.8
Oncology 486.1 339.2 210.6
Gastrointestinal 354.7 418.0 525.4
Other pharmaceutical 69.6 53.0 71.3
Net sales 10,002.9 9.236.8 7.987.7
Hgim7e b
Geographic Information
Year Ended December 31
1999 1998 1997
Net Sales-to unaffiliated customers:
United States 6,226.4 5,836.2 4,881.8
Western Europe 1,888.0 1,692.3 1,462.9
Other foreign countries 1,888.5 1,708.3 1,643.0
100,002.9 9,236.8 7,987.7
Long-lived assets:
United States 3,416.8 3,363.5 3,281.8
Western Europe 568.4 642.6 595.5
Other foreign countries 646.1 625.1 638.0
4,631.3 4,631.2 4,515.3
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U.S. Phamaceutical Industry Leading Globalization:
Information Technology and its Drastic Impact

Yoko Ishikura®, DBA

Abstract

As we face the turn of the century, the U.S. healthcare industry is undergoing
many drastic changes including the rapid progress of gene-related research,
diffusion of medical information via the Internet, and online distribution of
ethical drugs. A variety of specialist companies focusing on a part of the value
chain have emerged and prospered within the pharmaceutical industry, contrasting
with the traditional, larger, integrated companies. Some pharmaceutical companies
are active in adopting new approaches to R&D, capitalizing on information
technology and new tools such as High Throughput Screening. Others have made
huge investments in innovative marketing such as Direct-to-Consumer advertising-
which has recently been deregulated and the extensive use of the Internet at the
time of new product launches. In the early 1990s, some companies attempted
vertical integration into distribution through the acquisition of Pharmacy Benefit
Management companies as well as horizontal integration to cover other business
lines such as generic drugs. In addition to these integration attempts, various
forms of alliances and outsourcing to specialist companies have now become
prevalent. Even among the large pharmaceutical companies, mergers and
acquisitions beyond national boundaries are underway for the purpose of attaining
a larger scale required for R&D and marketing than that in the early 1990s.

This paper describes the strategies and performance of large, integrated U.S.
pharmaceutical companies manufacturing ethical drugs. Players surrounding the
pharmaceutical companies such as medical service providers, patients, payers,
and government and distribution channels and their influence on pharmaceutical
companies are described. Changes in the traditional value chain are described,
together with the specialist companies focusing on part of the value chain.

In the second part of the paper, the U.S. pharmaceutical industry is analyzed
using the concept of the "lead country" driving globalization, cluster theory, and
the diamond model. First, the pharmaceutical industry is analyzed for its
globalization potential from market, cost, government, and competitive factors.
The U.S. pharmaceutical industry is described as a lead country driving further
globalization. Then, profitability, productivity, innovation and new businesses of
the industry are analyzed to show that the U.S. is qualified as“ cluster.” Then
the diamond model is applied to the U.S. industry to show how all four of its
conditions demand, factor, supporting industry, and rivalry combine to make
the U.S. industry the most innovative in the world today.

Lastly, the role of the U.S. market and its implications for Japanese
companies are briefly described in contrast to actions taken by European
companies.

Keywords[ Pharmaceutical industry, U.S., Cluster, Corporate strategy,
Globalization
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