




Novartis has based most of its success in a big budget to R&D (approximately 14,3% of sales), and the company seems decide to continue spending huge amounts of money in order to develop new products. The establishment of a $250 million, 100-scientist Institute for Functional Genomics at La Jolla, California, and the $25 million research alliance with the University of California at Berkeley, shows the determination of the firm to base their competitive advantage in new products and technologies.


Big life sciences companies such as Monsanto, Dupont, Zeneca, and of course Novartis, are facing nowadays a series of changes in the environment that are making them set different kind of strategies in order to maintain competitiveness in a high concentrate business. Some of these changes that the companies have to adapt are the Biotech issue, the necessity to develop specific products for the different markets around the world and the need to add value in the business chain.


It is well known the different positions among countries about biotechnology. This issue is perhaps in the short term the most important resolution that the company has to make. As biotechnology affects all of Novartis’ divisions, the need for the company to reach a position within this concern is imminent. The group thinks it is necessary to divide the different divisions in order to set a strategy for each one, as biotechnology affects each division differently. In the case of the Healthcare division, the firm must maintain its high budget on R&D (CHF 2,5 billion in 1997) as biotechnology doesn’t have a bad perception in consumers around the world, contrary of what happens in the agribusiness sector. In this business the company is the second largest in the world basing its competitiveness in the great range of effective drugs. Twenty drug launches, that will generate approximately CFH 4,6 billion/year in sales, are expected for the 1998-2002 period. 

The Agribusiness sector, with its influence in the Nutrition/Consumer Health sector, is perhaps where the biotechnology discussion has become heater. The European  opposition to GMOs and products made from them has put seed companies in an awkward situation. Implementing different strategies among GMOs in the different world business areas (North America, Latin America, Europe, Asia, etc) can solve this menace to the agribusiness division. GMO development in Europe will be reduced as a consequence of internal laws among the EU, however, R&D on GMO don’t have to be cut down in other parts of the world as nobody knows what is going to happen with GMOs ten years from now. Although spending huge amount of money in research of products that may be will not have the expected world demand could be seen as a waste of resources, if there is no proof against GMOs in the next years it will be coherent that those countries that now forbid them, will them accept them, giving the firm a strength position if R&D have been done. It is also important to remember that the EU is not the only commodity importer region in the world (however it is the richest), and that there are other regions such as the South of Asia where commodities are demand, regardless if they are GMOs or not. 

Worldwide companies such as Novartis have to consider that tastes and demand are not the same in the different countries they are running business. The need for different products fulfilling the requirements of different country customers leads Novartis to a global decentralize strategy, where products differ from country to country. We think the company should approach this kind of strategy in its three different divisions by maintaining its different brands round the world, but it also has to bring these brands together under Novartis brand, so to consolidate a strong worldwide image. 

Third, integrated companies need to add value in their products by introducing new technologies in order to increase profits and maintain competitive. The way to do this is by having a strong R&D department. In the case of agribusiness products (seeds, herbicides, insecticides and fungicides specially) there is the necessity to accomplish not only the requisites of producers, but also those ones of industries and consumers that require a special kind of input or product (wheat with a certain amount of protein, for example). That’s why it is necessary to develop products that fulfill the requisites of the different parts of the business chain. The most differentiate the product is, the most profits increase. 


