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ABSTRACT

The Indian pharmaceutical industry has
evolved from an import-dependent market
into a global leader in generic drug
manufacturing. This shift has been driven by
policy reforms, cost-efficient production and
strong export capabilities. This report
examines the industry’s historical
development, value chain, demand and
supply drivers, and emerging trends
shaping its future. Key growth drivers
include rising chronic diseases, an aging
population, increased healthcare access,
and government-led initiatives like PLI
schemes. These have supported research,
manufacturing and biopharmaceutical
innovation in the industry. On the other
hand, the sector faces challenges like
import dependence for raw materials, heavy
price controls, workforce skill gaps and
regulatory and environmental constraints.
The study argues that India must transition
towards an innovation-led growth focused
on complex generics, biosimilars and
specialty medicines. The industry’s ability to
address structural vulnerabilities while also
leveraging government support and global
trade opportunities will determine its long-
term position in the changing global
healthcare landscape.

INTRODUCTION

The current pharmaceutical industry across
the globe is experiencing an intense shift
due to growing aging populations and an
upsurge in chronic illnesses and a marked
shift towards high-value biosimilars and
personalized medicine. As of 2025, the
current market across the globe is
estimated at $1.77 trillion and set to grow at
a CAGR of 6.15%, which has made it possible
for it to reach an estimated $3.22 trillion as
of 2035. North America continues to remain 

at the forefront of this industry as its market
shares range between 36% and 42%. The
other fastest-growing route for this industry
is across the Asia-Pacific market. The
current industry across this globe is
spearheaded by giants F. Hoffmann-La
Roche, Novartis, AbbVie, Johnson &
Johnson, and Pfizer.

Against this backdrop of a global scenario,
India has ably converted from a volume-
based manufacturing powerhouse to a
dredged cornerstone of the global chain of
value. Popularly termed the “Pharmacy of
the World,” the Indian pharmaceutical
market is pegged at $55-65 billion, and is
expected to reach $130 billion by 2030 with
a CAGR of 8% to 11%. The global position of
India is quite intimidating; India is ranked
3rd globally in terms of production volume.

An Overview of Key Indian
Pharmaceutical Companies: Estimated
Market Cap, Key Focus Areas and FY25
Revenue
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HISTORIC
PERFORMANCE

India’s pharmaceutical industry has
transformed from an import-dependent,
MNC-dominated market (80-90% share
post-1947) into the “Pharmacy of the World,”
ranking 3rd globally by volume.
Government CPSEs like HAL (1954) and IDPL
(1961) built domestic capacity, while the
Patents Act 1970 (process patents only)
enabled reverse engineering, cutting MNC
share from 70% to 23% (1970-2004). India
now supplies nearly 20% of global generics,
with exports surging from $600M (1995) to
$30.47B (FY25) across 200+ countries.
Stronger CDSCO-led regulation, USFDA-
compliant sites (262+), and TRIPS-compliant
2005 product patents (with Section 3(d))
continue shaping growth.

Post-independence growth and
development

The number of producers expanded from 30
(1947) to 2,257 units (1970) and around
16,000 (1990), later consolidating to about
3,000 companies with around 10,500 units
(2025). Market size rose from ₹10 crore (1948)
to $55 billion (2025), while exports jumped
from $600 million (1995) to $30.47 billion
(FY25). Foreign MNC dominance of 80-90%
post-independence steadily declined as
domestic firms captured more than 90%
market share by 1995.

Impact of Patents Act 1970

The Indian Patents Act 1970 removed
product patents and allowed only process
patents, enabling large-scale reverse
engineering and competition. Before the
Act, drug prices were among the highest
globally, but by 2004 there were sharp price
declines. Before the Act, foreign MNCs had 

80-90% market share, which reduced to
about 23% by 2004. Patent ownership also
shifted over time, from foreigners holding
80-90% of patents pre-1970 to rising Indian
global filings (56 in 1995-99 to 246 in 2000-
04), with 8,926 mailbox applications filed
after product patents returned in 2005.

Rise of generic manufacturing in India

India’s global pharma leadership was built
on scaling low-cost generics, rapidly
expanding domestic dominance and
exports to become a major supplier to
regulated markets like the US. India is
supplying nearly 20% of global generics by
volume. Post-1970, domestic firms rose from
around 20% share (1970) to more than 90%
(1995), with generics forming about 70% of
industry revenue (2015). Generic exports
surged from $600M (1995) to $30.47B (FY25),
meeting nearly 40% of US generic demand.

Export growth and global market
presence

India’s pharma exports scaled rapidly after
the 1990s, rising from around $1B (1990) and
$600M (1995) to $5.2B (2005), $11.4B (2010),
$17.27B (FY18), $27.85B (FY24) and a record
$30.47B (FY25). India ranks 3rd globally by
volume, but 11th-14th by value, and
contributes nearly 3% of global pharma
exports (2023). It has maintained a pharma
trade surplus since 1987-88, reaching about
$19B in FY25, while pharma forms around
6% of India’s total merchandise exports.

Evolution of regulatory framework and
compliance

India’s pharma regulation evolved from the
Drugs Act (1940) and Drugs Rules (1945) into
a modern CDSCO-state framework aligned
with global quality norms. Manufacturing
expanded from 2,257 units (1970) to 16,000 
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(1990) and peaked at 23,000+ (2005), later
consolidating to 10,500 units across 3,000
companies (2025) as GMP standards
tightened (Schedule M, 1987; revised 2023).
Compliance scaled with global
accreditation, with USFDA-approved plants
rising from 1 (1990) to 670+ (2025), but
oversight remains stretched with around
2,000 officials supervising 10,000+ factories
and as much as 1 million pharmacies.

Key milestones (TRIPS agreement and
beyond)

The WTO’s TRIPS Agreement set minimum
global intellectual property standards and
required India to restore 20-year product
patents for pharmaceuticals, reshaping the
industry’s shift from reverse engineering to
innovation. Post-TRIPS, India’s pharma
industry saw sharp growth in innovation
and global integration. Indian firms’ global
patent filings rose from 56 (1995-99) to 246
(2000-04), while 8,926 mailbox applications
were filed by foreign companies by 2005.
Industry R&D spend jumped from $30M
(1995) to $495.2M (2005-06). Exports
expanded from $600M (1995) to $3.7B (2005)
and $30.47B (FY25). FDI inflows increased
from $12M (1994) to $342M (2004), with
$24.62B cumulative (2000-2025).

between 6.5 and 9 percent of their revenue
into research and development while
companies that drive global innovation will
spend more than 25 percent of their budget
during 2024 to 2025.

Patent Filings: India achieved its first
110375 patent applications during fiscal
year 2024 to 2025 which represents a 197
percent increase from the previous year.
Indian residents now make domestic
filings which represent 618 percent of
the total filings.

Average R&D Cost per Drug: The
worldwide cost to develop a New
Chemical Entity (NCE) reaches
approximately 26 billion dollars while
Indian companies that create advanced
generics and biosimilars maintain
operational budgets between 50 million
and 150 million dollars.

Raw Material Sourcing (API)

India is the world's 3rd largest producer of
Active Pharmaceutical Ingredients (APIs) by
volume, though it remains strategically
dependent on imports for critical
intermediates.

API import share in India amounts to
approximately ₹392 billion which equals
$4.7 billion while this amount fulfills
about 35 percent of India's total API
demand.

China remains the primary supplier,
providing approximately ~74% of India's
total API imports.

About 65% of India’s API production is
consumed domestically. The PLI scheme
has approved 27 projects which will
establish 41881 MT of capacity to
increase self-reliance.

VALUE CHAIN

Spending on Research and Development
by Corporates

The Indian pharmaceutical sector is moving
away from producing generic drugs to
developing new drugs through
government support for research and
development and innovation according to
the National Policy on R&D and Innovation
in Pharma-MedTech. Sun Pharma and Dr.
Reddy's main Indian competitors invest
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Price Trends: API realisations were
relatively flat in 2024 due to global
overcapacity but are projected to grow
6-8% in 2025-26 as market pricing
stabilizes.

Manufacturing and Production

India holds the top position in global
generic drug production because it offers
low-cost manufacturing services.

from a volume-driven industry to a value-
driven biopharma industry. The goal is to
get a 5% global market share in
biopharmaceuticals by 2030. The
government is using the ₹10,000 crore to
develop ecosystems for "living drugs" like
monoclonal antibodies and cell therapies.
This will help Indian companies make
biologics that were earlier imported at a
high cost.

The "Bio-RIDE" Framework and National
Biofoundries

The Indian government has started the
Bio-RIDE scheme. It has allocated ₹9,000
crore for this scheme. The Bio-RIDE
scheme wants to launch the "Bio-
Economy" which is worth $140 billion. A
key part of this scheme is the development
of National Biofoundries. These
biofoundries will give startups access to
fermenters. They will help develop 1,000
bio-products. The scheme will use AI-
powered modeling to reduce drug
discovery time by 50%. This will make the
sector less dependent on imported
materials. It will also meet "Green
Chemistry" standards for sustainability.

Foray into High-Tech Medical Devices

The Indian medical device sector is
becoming a high-tech manufacturing
base. Exports have risen from $2.5 billion in
FY21 to $4.1 billion in 2025. They are
expected to reach $50 billion by 2030. The
Production Linked Incentive scheme for
devices has established 13 new facilities.
These facilities make devices like MRI
machines and CT scanners. The sector has
seen 71 deals worth $2.6 billion in one
quarter. Many multinational companies
like Siemens and Philips are setting up
Research & Development centers in India.

The India-EU Free Trade Agreement

The India-EU Free Trade Agreement is
going to change the pharmaceutical
industry in a big way. This agreement was
finalized in 2026. It removed a hurdle. An
11% tariff on Indian pharmaceutical exports.
The India-EU Free Trade Agreement is not
about saving money. It also sets up a
"Working Group on Conformity
Assessment" that helps India and the
European Union recognize each other's
manufacturing standards. This group works
with India’s CDSCO and the European
Medicines Agency. It has reduced the time
it takes for generics and biosimilars to get
to the market. Now Indian companies have
access to a huge market worth $572 billion.
Many European companies are moving
their high-quality API imports from China
to India.

"Biopharma SHAKTI" and the ₹10,000
Crore Mission

The Indian government has started the
Biopharma SHAKTI initiative. It has
allocated ₹10,000 crore for this mission over
the five years. The Biopharma SHAKTI
mission wants to change the
pharmaceutical industry. It wants to move
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accounted for approximately 60-66% of all
fatalities in the country. It has brought
implications for pharmaceutical demand, as
chronic therapeutic areas are currently
growing at 9-10% annually, significantly
surpassing acute therapies growing at
around 6%. The number of individuals with
diabetes in India increased from 32 million
in 2000 to 63 million in 2012, reached 101
million recently, and is projected to hit 134
million by 2045. Concurrently,
cardiovascular diseases (CVD) have become
the leading cause of mortality, responsible
for nearly 25-28.1% of all deaths, with an age-
standardized death rate of 272 per 100,000
population, notably exceeding the global
average. Oncology is also witnessing
aggressive growth, as new cancer cases
were estimated at 1.39 million in 2020, rising
to approximately 1.5-1.7 million recently, and
are projected to reach up to 2.5 million
annual cases by 2030. As a result, therapies
for cardiac, metabolic, neurological and
oncological conditions have been
dominating domestic market revenues.
These further support the projections that
the Indian pharma market will double from
its current valuation of $65 billion to
between $120 billion and $130 billion by
2030, and potentially $450 billion by 2047.

Growth in the aging and affluent middle-
class population

India is experiencing a massive
demographic and economic transition that
is fundamentally reshaping healthcare
consumption. Historically, the elderly (aged
60 and above) accounted for a steady 5-6%
of the population between 1900 and 1950,
but this cohort has now reached 10-11%.
Driven by longevity gains, this group is
projected to surge to 20-21% by 2050,
totaling an estimated 347 million individuals
and nearly 31% by 2100. Although seniors
currently represent only a tenth of the total

Increasing burden of chronic diseases in
India

The rapid epidemiological transition from
infectious diseases to non-communicable
diseases (NCDs) has been a key factor
leading to the transition of the Indian
pharmaceuticals industry. NCDs have

Clinical Trial Boom

India has become a destination for clinical
trials. In 2024 18,000 new clinical trials were
registered. This is a 50% increase from the
year. India’s patient base provides a genetic
diversity for complex therapies. Most of
these trials are focused on -communicable
diseases like oncology and cardiovascular
diseases. The government has accredited
over 1,000 trial sites. The ICMR has set up a
network for Phase 1 Clinical Trials. This
network focuses on value indigenous
molecules and CAR-T cell therapies.

R&D Paradigm Shift

The PRIP scheme is changing the way
Indian companies do R&D. It is allocating
₹5,000 crore for this scheme. The scheme
provides assistance for downstream R&D.
This has increased R&D expenditure in
companies. They are now focusing on
"Complex Generics" like inhalers and
biosimilars. Seven Centers of Excellence
have been set up in NIPERs. They have been
allocated ₹90-110 crore each. This is bridging
the gap between research and drug
innovation. The PRIP scheme is a step
forward for the Indian pharmaceutical
industry. It will help Indian companies make
innovative drugs.
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actively enforces price caps, reducing the
prices of essential chronic combination
therapies by up to 90%. This intense price
sensitivity cements India's reliance on low-
cost generic drugs, which are up to 33%
cheaper than US equivalents.

Increase in the demand of vaccines as a
preventative measure

India is a global manufacturing powerhouse
for preventative care, currently supplying
over 60% of the world's vaccines by volume.
Domestically, the vaccine segment
generated ₹1,767 crore in recent annual
sales. Vaccines also form a critical
component of India's international trade,
capturing a 2.47% share of the country's
total drug and pharmaceutical exports.

Shift of consumer preference to branded
generic drugs and specialty drugs

The Indian formulation market is heavily
skewed, with branded generics holding a
massive 96.6% market share compared to
just 3.4% for patented innovator drugs. The
branded generics segment is projected to
grow from ₹2.1 trillion in 2023 to ₹3.71 trillion
by 2030. Concurrently, market leaders are
aggressively pivoting to high-margin
specialty drugs, with companies like Sun
Pharma now deriving approximately 18% of
their total revenue from specialty therapies.

Greater public awareness on preventive
and prophylactic care

Rising disposable incomes are shifting
consumption from basic necessities to
everyday preventive health. The Indian
nutraceuticals market exemplifies this
trend, projected to expand from $8–$9
billion to between $20–$30 billion by 2030.
Growing at an aggressive CAGR of 15-20%,
this sector is expanding potentially 10 times

population, their reliance on long-term
treatments means they already account for
17% of the total pharmaceutical market.
Industry analysts forecast that this "silver
generation" will drive 25-33% of total
pharma demand within the next two to
three decades. Amplifying this age-driven
demand is the rapid expansion of the
affluent middle class, as middle-income
households are expected to expand from
50% in 2019 to nearly 80% by 2030. This
upward economic mobility is a crucial
catalyst for the healthcare sector, as
households entering high-income brackets
increase their expenditure on services like
healthcare by 3-4 times. Ultimately, this
expanding middle class is projected to drive
75% of total consumer spending by 2030,
accelerating the transition from basic
generic medicines to high-value specialty
therapies, preventive healthcare and
premium medical devices.

Increased accessibility of public and
private health insurance

The Indian health insurance market is
expanding rapidly, projected to reach $39.5
billion by 2032 at a 13.1% CAGR. Public
schemes like Ayushman Bharat (PM-JAY)
have issued over 41 crore cards, covering 55
crore vulnerable beneficiaries. This
expanding financial coverage, including
outpatient insurance growing at 18.34%
CAGR, directly increases the consumption
base for essential and chronic drugs.

High out-of-pocket expenditure

A strong reliance on self-funded healthcare
drives demand for affordable options, with
middle and lower-income demographics
relying heavily on generic options and
government schemes. To mitigate high out-
of-pocket costs, the National
Pharmaceutical Pricing Authority (NPPA) 
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value, but India leads volume, with 48% of
active API DMFs over the globe in 2024.
CRAMS employment reflects this shift in
value, as scientific personnel are now being
65-90% of the workforce at leading CRDMOs
like Syngene and Aragen.

Increased drug patent expiries in the US

A patent cliff of around $300 billion is
lurking on the US, between 2025 and 2030,
expected to impact roughly 190 drugs,
which also include around 70 blockbusters.
Major targets include Keytruda and Eliquis,
with $29.5 billion expiring in 2028 and $18-
20 billion expiring between 2026 and 2028,
respectively. Indian exports have been
mapped closely to these openings. FY25 US-
bound exports increased by 20.43% to $10.51
billion, claiming a share of nearly 34.5% in
total exports. Strategically, manufacturers in
India are targeting the $300 billion oncology
and $100 billion GLP-1 markets to capture
volume, as an entry in the generics segment
forces them to do 45-60% price reductions.

Growing emphasis on developing
complex generic drugs, biosimilars and
specialty pharmaceuticals

Presently, less than 3% of India's exports
consist of complex products and biosimilars,
capturing only around 1.5-2% in NAFTA and
1-1.5% in Europe. Roadmaps which have
been developed, target a 10-15% share by
2030. The biosimilars sector in our country
expects 14.2% CAGR from 2024 to 2034, and
high-value biologics sector aims for 22%
CAGR. In the global landscape, specialty
generics are forecasted to grow at 15.5%
CAGR, with the Asia-Pacific region having
growth rate of around 10.5%.

Reduction in taxes on various drugs

The GST 2.0 reforms which rolled out in

faster than traditional pharmaceuticals,
driven by demand for scientifically validated,
clean-label functional foods.

SUPPLY-SIDE
FACTORS

Favourable government policies (PLI
schemes) and manufacturing in India
(Aatmanirbhar Bharat)

The turnover before the introduction of PLI
schemes was $15.5 billion (FY15), and after
the schemes came into effect it increased
to around $52-55 billion (FY25), with exports
touching figures of $30.47 billion. The 'Bulk
Drugs PLI' achieved realized investments of
₹4,814 crores, where ₹4,330 crores were
committed, leading to generation of ₹2,720
crores in sales, which further led to
avoidance of ₹2,192 crores in imports, and
also the localization of 26 APIs. The 'Pharma
Drugs PLI' realized ₹41,920 crores, very
different from the committed figures which
were ₹17,275 crores. China's import share
remains 71.72% by value, but on the other
hand, import growth decelerated from
19.95% in FY22 to 5.89% in FY24. It can be
concluded that these policy rollouts
correlate heavily with FDI, which hit $2.06
billion in FY23 and $1.27 billion in H1 FY26,
representing a 144% YoY increase.

Growth of contract research and
manufacturing services (CRAMS)

The CRAMS sector in India is expected to
have 11.8-14.67% CAGR, heavily outpacing
the global average of 7.2-7.3%, leading to it
reaching $44.63 billion by 2029. The
CRDMO segment, which is $3-3.5 billion at
present, is projected to touch figures of $22-
25 billion by 2035 at 15%-16% CAGR. The US
and Europe hold 70% of global CRDMO
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scheduled bulk drugs and their
formulations in India. Approximately 10% of
the domestic sales of the leading generic
manufacturers in India fall directly under
these rigid price controls. On the other
hand, costs of importing raw materials have
to be met alongside an additional premium
of 25-30%, due to logistics and exchange
risks. Intermediate costs increased to 13%
after China removed its export tax rebates.
EBITDA margins of companies fell from 28-
30% historically to 19-20%, due to inability to
adjust selling prices proportionately.

Skill and talent gaps leading to imbalance
between demand and supply of workers

The pharma industry in India has been
facing a critical mismatch of demand and
supply of workers, despite fresher hiring
intent being 73% across Indian sectors in
early 2026. Universities across India produce
thousands of graduates annually, but
employers have been reporting massive
practical skill deficits in areas like biosimilar
manufacturing, AI-enabled analytics and
advanced R&D, which are key drivers of
demand. Global giants like Novo Nordisk
recently announced 9,000 job cuts, which is
around 11.5% of its workforce, to reduce its
operational costs. But Indian firms on the
other hand are actively seeking but failing
to find workers having practical skills, as
they rely more on proof-of-work portfolios
rather than academic degrees, to fill
specialized roles.

Heavy tariffs imposed on drugs exported
from India

The recent geopolitical trade barriers have
led to costs increasing rapidly. In 2025, a
20% tariff was imposed on Indian APIs,
alongside a 25% tariff on Chinese APIs.
Related inputs like glass used for packaging
face tariffs of 15%, while container ocean
freight increased 

September 2025, unified layered taxes,
which were effectively 9-13%, down to 5% or
Nil for essential drugs. Essential
therapeutics had been displaying strict
price inelasticity, showing resilient demand
after the reforms. On the other hand,
lifestyle and non-essential drugs had high
price elasticity. The anti-obesity market,
spurred by price reductions of drugs like
semaglutide, expanded rapidly from ₹133
crores in 2021 to over ₹628 crores by 2025.
Nutraceuticals being now levied 5% GST as
compared to 18% earlier, witnessed
immediate volume surges due to flat 11%
MRP reduction. Consequently, the Indian
Pharma Market defied transitional shocks to
post figures of around 7.3% as its growth
rate in September 2025.

CHALLENGES

Heavy dependence on China for
importing APIs and KSMs

In FY 2024-25, India had imported bulk
drugs which were valued globally at $4.35
billion. China had a significant 73.71% share
in the total imports. India’s import
dependence is the most evident in
essential therapeutic areas, being as high
as 87%-97% for antibiotics and 90%-98% for
vitamins. During China's environmental
crisis in 2016-18, the price index for Indian
Paracetamol increased by 45%. Presently,
India has not been able to counter this
challenge effectively, because Chinese
production costs remain 20-30% lower,
further supported by nearly 5 to 10 times
larger fermenter sizes and highly
centralized industrial clusters.

Price controls lowering profit margins

The Drugs (Prices Control) Order has strictly
implemented price ceilings for around 74
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threat of 73% import reliance on China for
basic raw materials. India has to fix its
critical shortage of practical, in-demand
skills within its workforce. Ultimately, it
comes down to whether the Indian pharma
sector can fix these vulnerabilities in due
course of time, to successfully lead the
upcoming era of global healthcare.

from $3,500 to $6,500. As of February 2026,
the weighted average effective tariff rate
levied on India’s exports to the US was at
13.4%, which led to heavy decrease of profit
margins of Indian generics in international
markets.

Environmental challenges

Due to heavy ignorance of environmental
consequences, a lot of challenges have
arisen. The CPCB flagged 4,493 Grossly
Polluting Industries, issuing 572 show-cause
notices and ordering 29 immediate closures
in late 2025. On the other hand, nearly 60%
of India's 8,500 SME pharmaceutical units
faced risks of shutting down as they failed to
follow GMP standards. Pharmaceutical
wastewater is highly hazardous, with COD
concentrations being upto 20,000 mg/L in
untreated effluents. Another challenge to
be countered is that nearly 95% of specific
antibiotic compounds can be released into
sewage systems. To achieve environmental
protection compliance, companies have to
face heavy capital costs for advanced
filtration.

THESIS

The pharmaceuticals industry in India has
established itself globally as the 3rd largest
producer in the world by mass-producing
affordable generic medicines. However, the
strategies that helped India earn the title of
the “Pharmacy of the World” are becoming
obsolete, leaving the future of the industry
to be highly uncertain. India has to shift its
perspective, from mass-manufacturing
existing drugs, to creating high-value, life-
saving biologics and complex treatments
itself. The industry must leverage new
government funding and international
trade agreements to build and spark
innovation. It also has to counter the major
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