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PHARMA XYZ*


Henry became CEO of Pharma XYZ in 1976.  He had started with the company many years before 
and had slowly climbed his way to the top.  He was so proud to be a part of a company with such a 
strong mission:  “We believe our first responsibility is to the doctors, nurses and patients, to mothers 
and fathers and all others who use our products and services.”  He had many friends from business 
school who boasted higher salaries and more innovative products; Henry, though, was proud of how his 
company served the public. 


As CEO, Henry confronted no shortage of challenges as he endeavored to lead a struggling 
pharmaceutical company that derived the majority of its sales from over-the-counter medicines such as 
pain killers and cold medicines.  Henry constantly found himself trying to get an edge over competitors 
by differentiating products that, in the eyes of the consumer, were essentially the same. 


 


Monday:  October 15, 1982 


Then came Monday, October 15, 1982, barely six years since Henry had taken over as CEO.  He 
woke up early that morning to the news that 8 people in Detroit had been found dead.  While the cause 
of death had yet to be determined, the only thing that had been found in common between those nine 
people was that they had been suffering from mild colds and they all appeared to have taken Cold X to 
fight their colds. 


Henry was stunned.  People had died taking Pharma XYZ products?  He felt the need to warn the 
public, but about what?  Could he afford to scare people with insufficient information?  Could he afford 
not to tell them anything? 


 


Advisors 


Jeremy, Henry’s “#2” in command, quickly assembled a team of legal and financial advisors to 
guide him in addressing the situation.  They almost unanimously agreed that it was not his place to say 
anything—at least not yet. 


Sarah, in house counsel, spoke first:  “Henry, while I respect your concern for the public, you 
have to keep in mind the risk for increased liability.  If it turns out it was not our cold medicine at fault, 
but you go on the record taking responsibility, then we will be responsible.  You need to wait until we 
have all the information.” 


                                                            
*This case is based on a real situation. Some of the names and events have been disguised or modified for the 
purpose of illustration for the intended class discussion.  
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“But Sarah,” Henry responded.  “What if more people die?” 


Sarah paused for a long moment before saying anything.  “What if more people die?  That, 
Henry, would be truly unfortunate.  But don’t we first need to wait and see if that happens?  It is not 
clear that there is anything we can do to prevent that.  Think about how many households have our cold 
medicine in their cabinets at home already.  Think about how many people could be taking a pill right 
now.  I am not sure there is really anything we can do to protect those people.  Besides, if we have done 
something wrong, we are going to be liable no matter what.  It does not seem to make sense to 
volunteer for increased liability now.” 


“But, if you say something, what about the people who are going to stop taking all our 
products?” chimed in Lennie, Vice President of Marketing.  “And what about the products of our 
competitors?  This could cause people not to want to take over-the-counter meds at all.  What happens 
to all the people who take aspirin daily for stroke or heart conditions?  What happens to them if we 
create this mass hysteria?” 


CFO Charles waited to offer his input until the others had had their say.  He took it all in very 
carefully then said, simply, “We cannot afford to create this kind of hysteria only to watch our stock 
price plummet.  To help these people—and others—we have to stay in business, not put ourselves out 
of it.  We have a responsibility to all our stakeholders—not just the unfortunate victims of we do not 
even know what.  Look, if we did something wrong, we will have to address that.  By why create a 
financial disaster without knowing if we did something wrong?” 


“The only responsible answer,” Sarah stated firmly, “is to say nothing until we know something.” 


The conversation continued for a little while longer as people echoed the same themes over and 
over again:  risk to brand and stock price, spillover effect on other medications (and other companies), 
potential for increased liability, lack of information and so on.  The resounding message was:  “Just 
wait”…. 


 


Henry 


Henry sits back in his chair.  He has heard what everyone has said.  It is now his turn to decide 
what to do. 


 


 


 


ASSIGNMENT 


You are Henry.  What do you do? 
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