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Abstract 

 
The corporate world across the globe has been remodeling their operations adopting different kinds of consolidation strategies amidst 
different challenges that the changing face of markets have created. National and international markets are now intensively integrated 
that necessitates such remodeling to stay competitive and expand as per the respective organizational business targets. To face the 
challenges, companies have chosen to grow inorganically with diverse forms of consolidation strategies like mergers and acquisitions. 
This paper is an explanatory attempt for analysing the various studies that have been carried out in the realm of Mergers and 
Acquisitions (M&A) in the Indian Pharmaceutical Industry. This study is intended to identify the arrangements of the mergers and 
acquisitions in the Indian pharmaceutical industry by analysing previously available literature. For the anticipation of the status and 
competitiveness of inorganic growth, extensive literature review and desk research have been carried out. After the analysis of the 
literature, it has been found that the Indian Pharmaceutical industry predominantly aimed at boosting the domestic market as well as 
tapping the massive potential of the market. 
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Introduction 
The corporate world across the globe has been remodeling their operations adopting different kinds of consolidation strategies amidst 
different challenges that the changing face of markets have created. National and international markets are now intensively integrated 
that necessitates such remodeling in order to stay competitive and expand as per the respective organizational business targets. Hence, 
remodeling of business operations and business strategies across the industries has been going on. Several mergers & acquisitions 
have taken place already mainly due to the extreme pressure to the domestic firms who have limited resources to compete with the 
giant MNCs that have been expanding their businesses in India. Most of these changes have been noticed in Banking and Insurance, 
Telecommunication, Electrical Machineries, Textiles, and FMCGs. The present research work has tried to fetch out the fruitfulness of 
such strategies in realizing the goals in the Drug and Pharmaceutical sector. At present, the sector has been undergoing a paradigm 
shift in policies keeping in focus the changing face of the market and its broader social responsibilities. 

Indian Pharmaceutical Industry :An Overview 

Over the last 50 years, the Indian pharmaceutical industry of India has improved a lot. The sector is not a follower of the global 
trend anymore; instead, it has become a trendsetter and strategy setter of MNCs. In India, this industry is ranked third in terms of 
product volume and ranked 13th in terms of domestic consumption of drugs (IBEF Report, 2018). Over the last 30 years, the 
pharmaceutical industry in India has progressed from almost zero to the highest manufacturer of generic drugs. In 2005, it was 
valued at US$5.3 billion (approximately 1% of the global pharmaceutical industry) to currently 22% in volume in the production 
and marketing of generic drugs.(IBEF Report, 2019) 

In 2005, the Central Government of India amended patents laws controlling the patent norms in the pharmaceutical sector in Indian 
conformation with the WTO TRIPs agreement. Under the amended law, no Indian pharmaceutical company can manufacture, and 
market reverse-engineered drugs patented by any foreign company. This law enforced Indian companies to concentrate on the 
generic market in the USA and Europe, invest more money in research, and aim for contract manufacturing market. Companies 
started looking for small and weaker companies for mergers and acquisitions. More than 97% of the drug market in India runs on 
second and third generations of drugs that are no longer subject to patent protection in any developed countries of the world (Kale, 
2007; Greene, 2007, Indian Patent Act, 2005). 

Growth as all are growing potential in foreign markets, and on the other end, even international companies are targeting Indian 
companies for growth and expansion. Several amendments by government authorities in different laws related to the corporate 
world were done to ease merger and acquisitions. The Monopolies and Restricted Trade Practices Act, The Income Tax Act, the 
Competition Act provides several provisions to boost the merger and acquisition processes in the pharmaceutical industry in India. 
The export behaviour of this industry has also undergone several changes. Considering the literature review, it can be interpreted 
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that merger and acquisition in this sector were primarily aimed at boosting the domestic market and tapping the massive potential 
of the market. M&As have been found to be beneficial in the sense that Indian companies grew in size, and attain better market 
share which can be substantiated by empirical analysis. 

The evolution of the Indian Pharmaceutical industry with respect to changes in policies has been summarized in the below figure  

 

(Figure no. 1) 

.  
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Forty years of protection of domestic pharmaceutical industry has strengthened the companies in this sector to grow and win the 
trust of buyers. Today, India is a leader in R&D in this sector (Kale and Little, 2007). The pharmaceutical companies in India can 
be distinguished based on annual revenues, production volumes; the number of patents obtained, and export volumes and market 
capitalization (Greene, 2007). The first 250 domestic companies hold almost 70 percent of the native market, and the top 10 
areholdingalmost40percentdomesticmarket in India (Equity master, 2019). 

In 2005, the Central Government of India amended patents laws controlling the patent norms in the pharmaceutical sector in Indian 
conformation with the WTO TRIPs agreement. Under the amended law, no Indian pharmaceutical company can manufacture, and 
market reverse-engineered drugs patented by any foreign company. This law enforced Indian companies to concentrate on the 
generic market in the USA and Europe, invest more money in research, and aim for contract manufacturing market. Companies 
started looking for small and weaker companies for mergers and acquisitions. More than 97% of the drug market in India runs on 
second and third generations of drugs that are no longer subject to patent protection in any developed countries of the world (Kale, 
2007; Greene,2007,IndianPatent Act, 2005). 

Leading Indian Pharmaceutical Manufacturers 

The leading pharmaceutical companies in India have been facing stiff market competition in both domestic and global markets in 
both generic drug and organic products sectors. In 2005, 9 out of 10 Indian drug manufacturers captured almost 44 percent of total 
Industry sales in India (Greene, 2007). According to the money control 2019, in terms of sales volume (Figure No. 2), the top five 
Indian pharmaceutical companies are Cipla, Aurbindo Pharma, Lupin, Dr.Reddys Labs, and Sun Pharma. 

FigureNo.2:Sales volume of top five companies. 

 

Source: Moneycontrol.com these companies formulate and market an extensive range of generic drugs (both non-branded and 
branded), intermediaries (raw materials for other types of drugs) and Active Pharmaceutical Ingredients (APIs). 

Mergers and Acquisitions in Indian Pharmaceutical Industry 

After liberalization, Indian firms have been marketing generic drugs to many European countries and the USA. The USA is the 
largest customer of Indian Drugs. There are more than 65 countries where Indian drugs are exported. At the same time, many 
developed economies have been cutting their health care expenses. In this condition, the pharmaceutical market of India has been 
changing under the light of below two arguments (Report of EXIM bank, 2007). 

Changing characteristics of Indian domestic market: 

1. Developedcountrieshaveimplementedcost-effectivemanufacturingprocesses. 
2. Emerging markets are getting more importance. 

Having the advantage of one of the largest markets of the world and the highest number of USA FDA approved plants outside the 
USA; 572 plants currently as compared to 433 in 2013 (Trivedi, 2017) that offer low-cost drug manufacturing units, Indian 
companies are trying to capture the opportunity through mergers and acquisitions and sometimes through strategic alliances. 
According to Dr. A Ramkishana, Drug Controller of India 2018, India exports drugs to over 230 countries in the world moreover, 
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USA purchases more medicines from India. Merger and Acquisition of Indian companies are aimed at gaining new markets and 
new technologies. Enhancing the market size and thereby achieving higher economies of scale might be considered as the two 
critical motivations behind M&A in the pharmaceutical sector. According to KPMG, 2006 it could be stated that domestic drug 
manufacturers in India are aiming foreign acquisition with the following goals in focus: 

 Move up to the value chain. 
 Enhance global competitiveness. 
 Enhance respective production portfolio. 
 Developing new markets. 
 Increasing market share and revenues. 
 Compensate the sluggishness they face in the domestic market. 
 Acquire new assets, including research and contract manufacturing firms ,in order to boost their out sourcing capabilities. 
 Acquiring new products. 

Objectives of the study 

The objectives of the study are as follows: 

 To evaluate and analyze the different studies that has been carried out in the field of M&A globally. 
 TostudytheglobaltrendsofM&AwithspecialreferencetoIndianPharmaceuticalCompanies 
 To analyze the trends related to merger and acquisition in the pharmaceutical sector, India. 

Methodology:Thisstudyisgroundedonsecondarydata.Theinvestigatorhasusednumerousjournals,researcharticles,newspapers,internet,
books,e-books,reportsbyvariousResearchAgencies(e.g.,Bloomberg,CMIE),etc. forth is study. 

Wehaveusedthesnowballsamplingmethodinthispaper.Thereferencesthatweresupporting the variables and were relevant to the 
objectives and parameters of the study were chosen. 

Literature review 

Several corporate groups employed M&A as a strategy for growth and expansion of the empire in India. The present era is known 
as the competition era. In this competitive era, to achieve faster growth in corporate business, the companies started to explore and 
exploit various means of business activities, mergers and acquisitions were one of such alternatives (Komal, 2011). According to 
the study conducted by McDonald, Jarrod, Max Courtyard, and P.D.Lange (2005), strategic planning has long been 
highlighted by organizations as an essential tool leading to business success. Numerous studies conducted in this regard revealed 
that seldom did managers had any clear strategic rationale for M&As and the impact these deals will have on the company in the 
upcoming periods. As discussed above, companies have recently shifted their emphasis from cost saving to using M&As as 
strategic driver for growth in corporations. Merger and acquisition activity could be primarily explained by the factors that 
motivate a firm to grow and expand, it is considered as a faster and efficient way of developing firm's asset base and productive 
capacity (Vyas&Narayana, 2015). Harford (2005) and Qui & Zhou (2006) found in their study that M&A's have taken place in 
the waves, wherein merger and acquisition activity is concentrated in specific time periods. 

Agarwal&Bhattacharjee (2006) divided merger activities into three phases, viz. Policies regime or Controlled regime that 
continued from 1950 to 1985; a partially liberalized regime that continued from 1985 to 1991; a liberalized regime that started 
in1991 and still continuing. The authors did not take into account acquisitions. The authors further classified merger activities into 
thee heads, viz. Low and Stagnant (1973 to 1988), moderate (1989 to 1995), and high (1996 to 2003). The study did not consider 
the factors responsible for an increase in mergers and acquisitions post-liberalized era. As the companies’ that come together 
through merger may make higher expenses, it is possible for these companies to produce new drugs in global scale and as a result 
of this; they may obtain higher profitability (Tjandrawinata and Simanjuntak, 2012). According to the IMAA database, the total 
value of worldwide mergers and acquisitions in the pharmaceutical sector in 2018, exceed 200 billion dollars (Figure No. 3). 
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FigureNo.3 Worldwide Mergers and Acquisition in the Pharmaceutical industry 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Institute of Mergers, Acquisitions, and Alliances (IMAA) 2019 

The benefits that may be obtained from company mergers that does not have the aim of increasing the innovations strategically in 
short term and these kinds of mergers may be harmful by wearing their market positions which means if mergers between 
companies do not include a strategy specifically designed to increase innovation, the benefits will likely be short-lived and 
mayevenerodetheorganization'spre-mergermarketpositionthatthecompanieshavehad before the merger (Jung, 2002). 

The inorganic route for growth and development has intensified the competition among the Indian companies (Banwet, Momaya 
and Shee, 2002). 

The Indian Pharmaceutical industry has been one of the most vibrant industries that have witnessed consistent growth over the past 
three decades, 22.4 percent over 2015–20 to reach US$ 55 billion. The key drivers of competitiveness (Figure No. 4) in this 
industry are technological proficiencies, marketing abilities, firm size , ownership model, cost of production, a part from 
government policy incentives(Kumar and Joseph, 2007). 

FigureNo.4CompetitiveAdvantageofIndianPharmaceuticalIndustry 

Source: IBEF reportDecember2018 

Indianpharmacompaniesformedinternationalstrategicalliancestoachievelocation-specificassets, overcome legal constraints, to 
diversify geographically, and to minimize exposure in a hazardous environment via mergers and acquisitions. Participating 
companies can overcome resource and knowledge constraints and achieve superior economic and strategic performance not only 
by using internal resources and knowledge but also by acquiring capabilities from alliance partners (Likhi, 2010). 

Firm Size: A study conducted by Lumpier and Huyghebaert (2007) on the determinants of growth through Mergers and 
Acquisitions found that intangible capital, leverage and firm size significantly and positively affect the decision to grow through 
M&As whereas the proportion of debt that consists of bank loans and ownership concentration. Firm size is significantly and 
positively related to the decision to engage in a merger or acquisition.  

Age of Firm: Age of the firm signifies the involvement, capabilities, and capacities which a company has added over a time period. 
These enable a firm with decision making power to invest and effectively compete in the market. Duflos and Pfizer (2008) 
concluded that acquirer and acquire in the pharmaceutical industry are fledgling than the sample average. The fledgling firms need 
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to nurture quickly and M&A‟s are better option for them. Lin et al. (2010) found that patent stock of the firm is allied to the age of 
business. He added that the higher number of patents are directly related to the lower incentives for innovation, the void created by 
this is filled M&A. 

R&D Intensity of Firm: R&D intensity can be defined as the ratio of R&D expenditure to total sales. It has both positive and 
negative impact on a company’s probability to take on M&A verdict. Blonigen and Taylor (2000) suggested that high-tech  
companies choose either amid investing in in-house R&D or sourcing technology externally by acquiring innovative 
firms.Hagedoorn and Cloodt (2003, p. 1366) state: "R&D inputs could be a reasonable indicator of innovative effort, patents 
could beam more than an acceptable indicator of innovative output, patent citations could be used to measure the quality of 
innovative output and new product announce meant should indicate the level of product innovation." 

Discussion 

There is an extensive body of literature available that analyses the performance of M&A transactions for acquiring as well as target 
firms. The study discussed so far provides an overview of the drastic changes in the trends in mergers and acquisitions post-
liberalization period in India. Moreover, it has been observed that M&A in India are strategic in nature and motives associated with 
these transactions range from expansion and growth to high-quality human resources and technical know-how. The study 
specifically focuses on the pharmaceutical sector. Larger Indian pharmaceutical companies are going through a phase of growth as 
all are growing potential in foreign markets, and on the other end, even international companies are targeting Indian companies’ for 
growth and expansion. Several amendments by government authorities in different laws related to the corporate world were done 
to ease merger and acquisitions. The Monopolies and Restricted Trade Practices Act, The Income Tax Act, the Competition Act 
provides several provisions to boost the merger and acquisition processes in the pharmaceutical industry in India.  
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