Executive Summary

Andrew Pratt, IM Medicine's newly appointed Chief Executive Officer must address many key issues about company policy, employees attitudes towards policy and ethics. Despite the practices being legal, many are considered unethical and need to be addressed. This report will address the companies strategic decisions needed to correct the many flaws that are present including management, policy and  the ethical struggle between profit and corporate integrity.

Problem Statement 

Andrew Pratt, the newly appointed CEO of IM Medicine, is charged with the task of comprehensively examining, reevaluating and fixing company policies and employee attitudes than have allowed the recent crisis to occur. Although no illegal activities or company policies have been broken, the ethics of the company's practices are in question. 

Identification

Key Facts and Background 

· Andrew Pratt is the newly appointed CEO of IM Medicine 

· Filex, IM Medicine's best selling drug is responsible for negative health conditions such as kidney and liver failure and possible death.

· An employee discovered the adverse health effects of Filex and reported it to his supervisor, but the supervisor would not remove the drug from the public access. The employee then relayed this story to the Vice President of Research, Jon Krusch. 

· Pratt voluntarily recalled Filex from all over the country and released an apology via press release. 

· IM Medicine's stocks fell 35 % the day of the announcement.

· The stocks losses were minimized to 15 % after the company took immediate action to salvage the situation. 

· Labels on products were often misleading, with written effects that were rarely achieved. 

· Salespeople essentially bribed doctors with expensive meals and trips to secure their prescriptions. 

· Litigation teams accuse rival generic companies of patent  infringement even when they are not doing so because the accusation itself forces the rival company to wait 36 months while the accusation is processed. This prevents rivals from creating products with the same efficacy at a cheaper price.

· The companies policies have been in place for 20 years, but Pratt feels they are often ignored or forgotten, causing an ethical dilemma. 

Assumptions

1: We can assume the company's policies are suffering from deficiency.                                                             Fact: The CEO has become aware of many problems including bribery/persuasion and misleading labels. 

2: We can assume that the newly appointed CEO is willing to make significant changes towards fixing the company's problems and improving the company overall.





      Fact: CEO Andrew Pratt called me in to help resolve the problems of this company. 

3: We can assume that Felix was a very successful product prior to the exposure of its harmful side effects.    Fact: Felix was one of the company's best selling drugs before the media exposure.  

4: Andrew Pratt is not necessarily responsible for the company's recent troubles.                                              Fact: CEO Andrew Pratt was newly appointed and was not responsible for the company's conduct or learned behaviour prior to his appointment. 

5: Andrew Pratt is a competent, open minded leader who can contribute to the company's improvement, despite needing help. 











         Fact: Pratt acted quickly after the media exposure, released an apology, established a caller hotline and all this minimized the effects of the negative exposure (Reduced the drop from 35 % to 15 %)

6: We can assume IM Medicine is a large, relatively powerful and influential company with amounts of resources, both financial and human.








      Fact: IM Medicine sells their products all over the country. The company has the capability of promptly issuing a press release and creating a hotline for their consumers, this requires money and human resources. 

Central Problems/Satellite Problems

Central Problem: The main problem here is the lack of communication, organization and delegation of the company's resources, especially human resources. The supervisors don't listen to the findings and suggestions of the lower level employees, the top management lacks proper communication, as witnessed by the fact that the CEO and the top management had to have a comprehensive meeting simply to determine how their product had the negative side effects. Furthermore, a low level employee demonstrated the fact that Filex has adverse side effects and should be taken off, but the supervisor ignored his pleas and kept Filex on the shelves. After the employee exposed the story to the media, and after the meeting with the CEO and the top management was held, then they finally discovered the truth about the drug Filex. 

Satellite Problem: The first secondary problem is that the policies  and practices of the company are unethical. For example, the employees purposely put misleading labels on their products to attract customers, with no regard for the consumer getting their moneys worth or getting a product that actually helps the consumer. Other unethical practices include: bribing doctors to ensure they per scribe IM Medicine's products, accuse rival companies of infringing on IM's patents to eliminate the competition. 

Implications

Implications on the Personnel

The supervisors demonstrated that they did not value or take into consideration the findings of lower level employees. The lower level employees will feel they are of less value and that what they have to say in this large organization is neither significant or useful. All these factors coupled together willresult in a lower morale, especially among employees at the lower level. 

Implications on the Company

IM Medicine was bribing doctors with meals and trips in order to assure the doctors would support their products. Despite the fact that this is not illegal, it is frowned upon heavily by the general public and the media because of its lack of ethics and corporate integrity. This negatively affects the image of the company, which will result in reduced sales and less income for the company. 

Furthermore, the labels on IM's products are misleading and do not represent what the product actually does. The claimed results on the labels are seldom met. This falsification ruins the trust aspect to this company. People will be reluctant to purchase drugs from a company whose labels don't reflect what the actual product can achieve. Although it may help initially grab new customers, those newfound customers will never buy another product from them and it will send a bad image of the company through product reviews and such. 

Analysis

SWOT Analysis

Strengths

· IM Medicine is a large, powerful organization with vast resources, such as the ability to promptly create a hotline and a press release. 

· Andrew Pratt is a newly appointed CEO who is open minded, capable, reacts quickly to emergencies and ready to do what is necessary to accomplish goals. 

· The company is great at minimizing the effects of a crisis and returning to normal operations. 

· IM Medicine uses whatever tactics it needs to accomplish its goals, such as : bribing doctors with meals and trips, using misleading labels, and accusing rivals of patent infringement. 

· Great team of medical experts.

· Experienced litigation team. 

Weaknesses

· Stocks have recently fallen thanks to the passing crisis.

· The company has major organizational and delegation issues, including communication. 

· IM Medicine has many failed and unethical policies that let the company slip into the recent crisis. 

· The employees either don't understand or don't follow the company's policies. 

· The management doesn't listen to the lower level employees findings and suggestions. 

· Unethical and otherwise terrible policies. 

· Misleading labels, bribery of doctors, abuse of litigation. 

· Tainted image in the public

· Low morale

Opportunities

· Give extensive ethical training in the context of business to help image.

· Show how IM is better than generic substitutes to increase competitiveness. 

· Improve policies

· Improve organization and delegation

· Improve communication

· Improve the image of the company in the public eye

Threats

· Media backlash and other negative coverage will hurt the sales/stocks of IM, as witnessed by the exposure of Felix. 

· Generic rival companies that produce cheaper substitute products to counter IM Medicine. 

· Litigation firms may use IM's own method against it to delay product releases and hurt Im financially. 

Competition Analysis

Generic Rival Companies: These generic companies have the capability of creating similar products as IM medicine, however they can afford to sell it at a cheaper price, which is dangerous for IM. Furthermore, given the recent media exposure showing that IM's drug causes damage to the body and is harmful, consumers will stay away from IM and go to the only other source known. The generic companies. 

Company's Current Strategy

· The company's current strategy is technically not illegal, nor officially breaking company policy, but the ethics of the practices of this organization are in question. 

· For example, the labels on the products are often misleading due to the fact that the effects written on the product are not typical and are rarely achieved. 

· The salespeople bribe doctors with expensive meals and trips to ensure they give their prescriptions. 

· Furthermore the litigation teams accuse generic companies of patent infringement regardless of whether any infringement was actually taking place. 

· This is due to the fact that this forces the rival company to remove their product for 36 months while the allegation is investigated. This prevents rival company's from creating cheaper alternatives that could hurt IM Medicine's sales. 

Alternatives

Criteria For Success

· Displeasing/unethical practices are eliminated 

· Management and organization are fixed and become efficient and functional. 

· Return company's stock and revenue back to previous levels and allow for continual growth.

· Improve the company's now tainted image in the media and towards the average person. 

1: Restructure Organization

Redesigning the organization of the management is one option the CEO has to help improve the company. The current setup has lead to the recent media crisis and has caused many issues. 

Pros 

· This restructuring will improve the efficiency of work and communication between the levels of management and will ensure the top management is aware of the daily activities of the lower levels. 

· All levels of management will be able to communicate more effectively and more efficiently and more quickly. 

· Enabling effective, proper communication between the different levels will help solve many problems because communication is key to solving many problems. 

· This will help avoid miscommunication which will help avoid a future crisis.

Cons 

· The success of the company with respect to effective communication and delegation is entirely dependant on the willingness to cooperate and the competence of all levels of management, which can be difficult to achieve. 

2: Maintain the Status Quo

Pros 

· This does not require the company to spend additional capital and resources.

· Prevents the disruption of staff and organization and management.

· Acquires additional time for the CEO and the management to expand onto more comprehensive solutions to fully address the issues. 

Cons

· Will not result in any improvement in the company.

· Current path has lead to a major crisis and negative publicity. It could be repeated if nothing changes. 

· The company will continue to be inefficient and ineffective particularly in communication. 

3: Restructure Policies

The CEO can redesign the policies of the company. Policies referring to specific guidelines all employees must follow rigidly. The way tasks must be performed must be operationally defined so that all employees have a clear understanding on what is expected from them. Furthermore, ethics must be a major factor when creating these policies, considering the previous unethical practices lead to the recent crisis. As an extra, giving extensive ethical training in the context of business would help curb these unethical practices as well. 

Pros

· Will prevent future problems such as mislabelling of products by having proper procedures that show how the task must be done.

· Having ethically responsible practices and policies will improve the image and likeability of the

·  organization to the average consumer. 

· Will remove ambiguity and ensure the employees understand what is expected of them. 

· This will create order and structure as well as improve efficiency. 

Cons

· Regardless of how clearly the policy is written, there may be alternate interpretations to some policies. This will serve as a challenge. 

· Some policies are difficult to understand, a large effort will need to be made to ensure proper procedure is followed. 

· This approach will require lots of changes, lots of training, use financial resources, and use human resources. 

4: Reinvent the Drug

Felix has no chance of return after the disastrous media coverage of its side effects, however if IM were to change the name, logo, slogan and anything else that once defined Felix, and fixed the side effects, then the “new” drug replacing Felix has a great chance for success. Giving a breath of fresh air in the form of a “new” drug with new logos, slogans could be what saves the company. 

Pros 

· May improve the public image displayed by IM

· Increase in growth and market shares. 

· Improve brand recognition in the public eye 

Cons 

· Will cost a lot of financial and human resources to pull off.

· If it fails, the company will be in major debt.

Recommendation 

Maintaining the status quo option seems to be the least suitable option simply due to the fact that it does not solve any of the issues, but simply saves money and time in the short term and buys more time to think of an alternate solution. On the other hand, the other three alternatives are all useful and a combination of these 3 alternatives would bring about the best solution. 

Firstly, restructuring the organization will help fix the central problem of the lack of communication, delegation, and organization by creating a proper, linked, connected team of workers who communicate effectively in completing tasks, both major and minor. A network of workers based on teamwork will be able to better communicate, delegate and organize tasks and priorities. Proper communication and organization will prevent future disasters as seen by the exposed side effects of Filex. That whole scenario could have been prevented had proper communication been in place. 

Secondly, reconstructing the policies will help alleviate the satellite problem demonstrated here. If the practices at IM are not ethical and the employees have either forgotten or ignore the policies, then it is time to establish a strict set of strong, rigid rules that clearly demonstrate how employees are expected to act and respond in various situations. This will prevent the dishonest, unethical practices of bribing doctors, using misleading labels and accusing innocent company's of patent infringement. Furthermore, ethical training within the context of business can help individual employees make the conscious choice to make ethical decisions which will reflect much better on the company as a whole. 

Thirdly, reinventing Filex will remove any negative feelings toward it that were obtained through the negative media coverage. Having new logos, slogan and name will refresh the product create lots of potential for growth, increase in market shares, increased income and in terms of raw financial profoit, this would be the most effective. 

Implementation

Short Term Action Plan

· Provide mandatory ethical training to eliminate all unethical practices such as: mislabelling

· Create a better model through which communication between all levels of management understand what the other is doing. 

· Rebrand the Felix drug, including logos, slogans, images.

· Implement policies that do not allow unethical practices such as mislabelling and bribery. 

· Ensure that enough research and development is done so that consumers are always safe, this can be done by allocating more money in this department. 

Long Term Action Plan 

· Periodically (Anually) check on the policies of IM to ensure they are clear, concise, and relevant to the current climate.

· Periodically check on the levels of managements to ensure communication is smooth and efficient. 

· Invest in ways that allow IM to create drugs for  cheaper price tag to increase competitiveness. 

· Invest in the latest technologies to create more effective drugs and potentially for a lower price tag if possible. 
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