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Abstract 

 Globalization is one of the most 

significant happening of our time which plays 

an important role in the political, economic, 

environmental, cultural, scientific and 

technological aspects of a nation. Foreign 

Direct Investment has a vital role in 

globalization. FDI had contributed in India’s 

financial stability and economic growth. 

Indian economy got a gigantic boost due to the 

FDI made in different sectors. Indian 

pharmaceutical industry is considered to have 

a place of its own due to its capacity to deliver 

good quality and quantity of generic drugs and 

medical related products. The purpose of this 

research is to study FDI inflows in the Indian 

Pharma sector after the new economic reform. 

The results show that there has been a 

tremendous increase in FDI inflow in India 

since 1991. 

Keywords: Globalization; FDI; 

Pharmaceutical. 

 

I. INTRODUCTION 

 Globalization is one of the most 

significant happening of our time which plays 

an important role in the political, economic, 

environmental, cultural, scientific and 

technological aspects of a nation. Foreign 

Direct Investment (FDI) has a vital role in 

globalization. FDI had contributed in India’s 

financial stability and economic growth. 

Indian economy got a gigantic boost due to the 

FDI made in different sectors. Foreign direct 

investment is well-defined as mergers and 

purchases, structuring novel amenities, 

ploughing returns received from foreign 

expansions, and business loans between 

companies etc. 

 The countries offer variety of 

incentives investors in the form of concessions 

in tariffs, exemptions or relaxations in tax, 

support in developing R&D facilities, 

subsidies etc. for encouraging the foreign 

investors. India followed inward oriented 

policies for almost four decades before starting 

to march on the path of liberalization in July 
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1991. After gradually reducing the restrictions 

in FDI and raising the sectoral caps, FDI was 

allowed through automatic routes in most of 

the sectors except some sectors which were of 

strategic importance.    

II. OBJECTIVES 

 To analyze the trend of FDI in Indian 

pharmaceutical industry.  

 To identify the opportunity and 

challenges in Indian pharmaceutical 

industry.  

 

 The current study is purely secondary 

in character. The data for study been collected 

from various reports and publications of 

Government of India, RBI various issues, 

journals etc. 

 

Indian Pharmaceutical Industry  

 India is the seventh largest country in 

the world which is second in population.  India 

has a very large industrial sector. Pharma 

sector is the leading manufacturing sector in 

Indian domestic market. Indian pharmaceutical 

industry (IPI) is one of the best developed with 

a production of about 20% of drugs produced 

in the whole world. In terms of volume, Indian 

Pharmaceutical industry is the third largest in 

the world and thirteen largest when 

considering the value. With its strong export 

element, India became a key destination for 

the manufacturing of branded and general 

medicines. Indian pharmaceutical industry has 

attracted huge investments and is considered 

to be the profitable venture in the world. 

Several factors attract global 

pharmaceutical companies to India 

The growth factors for Indian market in global 

scenario, they are as follows: 

1. The largest domestic base. 

2. The rapid change in financial arena. 

3. Cumulative of contemporary drug 

usage and related products. 

4. The abundance of quality and cheap 

price medicines and its related 

products. 

5. Government supports to expand 

market in domestic and international 

arena. 

 One major segment of the Indian 

pharmaceutical sector is bulk drugs sector 

otherwise known as the API- Active 

pharmaceutical ingredients.  The ingredients 

of the formulations which are used in the 

treatment of Acute or Chronic diseases are 

APIs which may be either branded or generic. 

India’s pharmaceutical exports stood at US$ 

16.4 billion in 2016-17 and are expected to 

grow by 30 per cent over the next three years 

to reach US$ 20 billion by 2020, according to 

the Pharmaceuticals Export Promotion 

Council of India (PHARMEXCIL). According 

to official data, there are 3,403 registered 

pharmaceutical companies in 2014-15. 

Maharashtra leads with 3,139 registered 

manufacturing units accounting for 29.7 

percent of the total units in India. Drugs from 

India are exported even to nations with highly 

and strictly controlled markets like U.S and 
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the Britain and to almost 200 other countries 

worldwide.  

Snapshot of FDI inflow in pharmaceutical 

sector 

 During the period of 2000 to 2016, the 

Drugs and Pharmaceutical Sector in India 

received Rs. 75,820 Crores as collective FDI 

flows. Indian pharmaceutical industry 

demonstrated a growth at a compound annual 

growth rate (CAGR) of 7.56 percent from 

2004-15. Pharmaceutical Industry of India 

received Rs. 48 crores of FDI in the year 

1991-92 and it grew steadily to Rs. 228 Crores 

in the year 1999-2000. In the years 2004-2005, 

2007-08, 2011-12 the foreign direct 

investment received by the Indian 

Pharmaceutical Industry was high, but it 

decreased gradually to Rs. 4,975 crores in 

2015-16. In the year 1991-92, the foreign 

direct investment stood at 11.75% of the total 

FDI inflows in to the country. Later in the year 

2015-16, the FDI it decreased to 4%. Figure-1 

shows the trend of FDI inflow into Indian 

Pharmaceutical Industry during the period 

1991-2016. 

Table 1 

FDI Inflows in Indian Pharmaceutical 

Industry

 

Source: DIPP various issues  

Opportunities of Indian Pharmaceutical 

Industry  

 Domestic and foreign companies get 

tremendous opportunity to start their own 

business in order to promote their products. 

Abundance of highly qualified scientists and 

hardworking smart dedicated competent 

personnel along with a strongly supportive 

governing agencies contributes to the growth 

of the pharmaceutical companies in India and 

makes it a desired target for pharmaceutical 

companies worldwide due to a large domestic 

market and huge investment in the 

infrastructure development. 

1) Government Initiatives to heighten the 

pharmaceutical sector 

 Indian pharmaceutical sector got a 

boost because of the steps taken by the Indian 

Government. The No Objection Certificate – 

NOC for export licenses is issued with two 

weeks’ time and the time required for approval 

for a new manufacturing facility has also 

reduced drastically. “Pharma Vision 2020” is 

an initiative from the Pharmaceutical 

Department of the India Government.  

2) Biotechnology market 

 Only a very few MNCs had entered in 

the Biologic market in its budding stage. The 

barriers for entering this segment are very 

high. Indian pharmaceutical companies will 

get the advantages being the first movers in 

the segment. Biotechnology industry in India 

had a great leap in the growth and also has 
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some world class players which has good 

share in the world market.  

3) Mergers & Acquisitions in IPI 

 Pharmaceutical companies which are 

wholly owned and operated by Indian 

nationals are exploring the opportunities for 

strategic tie-ups or partnerships with giant 

international companies for the expansion of 

their business in the international market. In 

return, these giant global MNCs get advantage 

of Research and development and also access 

to the highly efficient supply chain system of 

the domestic companies which is very 

economic and profitable for them in the huge 

Indian market.   R&D facility and distribution 

network of the domestic companies which is 

very profitable for them in the huge Indian 

market. 

4) Mounting household incomes 

 The Indian middle class is growing 

rapidly and is becoming a vast and attractive 

market for drugs especially for the non-

essential drugs. 

5) Cost effectiveness 

 Companies’ setup world class R&D 

facilities in India in an expense which is only a 

fraction of the budget they need to setup these 

facilities in the west. Costs for R&D are about 

one-eighth and the expense for clinical trial is 

about one-tenth when compared to the 

expenses in the west. 

6) Talent pool in India 

 Availability of huge English-speaking 

manpower with excellent technical skill at a 

very low cost in India along with highly 

developed R&D oriented skills is a big 

advantage. 

Challenges in Indian Pharmaceutical 

Industry 

 One of the emerging players of the 

generic drugs in the international pharma 

industry is that of the Indian Pharma. The 

Indian pharmaceutical industry faces very 

complex challenges of varied nature in the 

global market. Overcoming these challenges 

and becoming a global pharmaceutical 

destination is only possible if the Indian 

government and Pharmaceutical Industry 

together identify and addresses the challenges 

and concerns.  

1) WTO – TRIPS (2005) 

 The change in Indian patent act which 

was passed by the Indian government in the 

year 2005 was developed by the requirements 

of the WTO (World Trade Organization) 

agreement. Foreign players are worried due to 

certain clauses in the patent act of 2005 as it 

was formed for the Indian pharmaceutical 

products.  

2) Barriers in market entry 

           DPCO – Drug Price Control Order of 

2013 which was implemented to determine the 

ceiling price of the essential drugs was cost 

based rather than market based. Providing 

medicines to a large population at an 

affordable price is the biggest challenge faced 

by this sector. 

Following are the additional challenges: 

Page 284 



Paper ID: 13171201 Paper Received : 29/11/2017 Paper Accepted: 30/11/2017 Paper Published :31 /12/2017 

Impact Factor.1.14: Mayas Publication [ISSN: 2395-5929] UGC Jr. No. : 45308 

Emperor International Journal of Finance and Management Research [EIJFMR] 

 

 
 
 

 

A) Investment in Brown field projects is 

not as easy as investing in the green 

field projects resulting in an 

obstruction to the investment in the 

brown field projects. 

B) More planned and stringent 

regulations have to be implemented on 

clinical trials in India.  

C) Unavailability of Research and 

Development facilities, manufacturing 

facilities, vaccines and new treatment, 

marketing strategies, QA & QC etc. 

are some of the problems faced in the 

Indian Clinical research area.  

D) The contributions by the government 

in the healthcare infrastructure do not 

match with the world level.  

 

Future of Indian Pharmaceutical Industry 

  Indian economy is expected to witness 

a rapid growth in the near future. 

Pharmaceutical industry of India will also gain 

a huge growth in line with the growth in 

Indian Economy. The progress in the 

infrastructure development and R&D facilities 

had helped the Indian pharmaceutical industry 

to gain advancement in this sector.  Several 

new issues are also faced and undertaken by 

the industry since the incorporation of the 

Indian pharmaceutical market with the global 

market. Challenges in the IPR and pricing of 

the commodities continue to be the challenges 

faced by the market since long time. It is 

expected that the trend of increased foreign 

interest in the markets and increased 

investments in R&D will stay further long. 
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