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ABSTRACT 

The Indian Pharmaceutical Industry is the world’s 3rd largest industry in terms of volume and 14th in terms 

of value which is likely to lead the manufacturing sector Of India. Earlier the studies done so far have 

applied ANOVA, regression analysis for a period of 4-5 years. 

The concluding results were the differential effects on industries with varying inflation rates. Now the 

authors aim to study the impact of inflation on profitability for return on sales, return on assets and return 

on investment. The period of the study falls from 2012 to 2021 with correlation analysis applied for 

methodology. It can be concluded that there is positive correlation between return on sales and inflation. 

While the decline in return on investment and return on assets infers that inflation erodes a company’s 

annual rate of return. When the annual inflation rate exceeds the rate of return, stake holders lose money 

as they invest which is because of the decline in purchasing power. Therefore, there is an inverse 

relationship between return on assets, return on investment and inflation. 
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1.0 INTRODUCTION 

Amongst all the sectors pharmaceutical industry in India ranks 3rd in terms of volume and 14th in terms of 

value.1 Basically, pharmaceutical industry in India is classified into 

A. Foreign pharmaceutical companies 

B. Multinational companies 

C. Public limited companies 

According to the Indian Economic Survey 2021, India's domestic pharmaceutical business was valued at 

42 billion US dollars in 2021, rising to 65 billion US dollars by 2024 and rising to 120-130 billion US 

dollars by 2030. The Indian pharmaceutical market grew at a 17.7% annual rate in August 2021, up from 

1.7 percent in July 2020. According to India's evaluations and research, the Indian pharmaceutical market 

would grow at a compound annual growth rate of 12% in fiscal year 2022. The pharmaceutical industry in 

India is one of the most attractive industries for foreign direct investment. FDI inflows totaled $558 million 

dollars in 2017-18. It has provided employment to 29 million individuals in terms of the employment factor. 

In contrast, for the June of 2021, foreign direct investment inflows totaled 130 million US dollars. Due to 

its international standard quality and low cost, this industry is one of the fastest growing. 

 

                                                             
1 https://www.ibef.org/industry/pharmaceutical-india 
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Now let us understand the meaning of the term inflation, profit, and profitability. Inflation means a 

consistent and a general increase in the price level over a long period of time. Profit is an excess of revenue 

over associated expenses for an activity over a period. Profitability means an ability of a firm to earn profit 

from all business activities of an organization, firm, or an enterprise. It shows how efficiently a company 

can make profit by using available resources in the market. Profitability reflects the results of the business 

operations.  
 
The impact of inflation is seen on company’s profits which affects sales volume, influences the costs level, 

and changes the relation between costs and prices. The companies generally determine prices with 

reference to cost. Therefore, pricing policy becomes an integral part in an inflation and the level of profit 

differs based on either current replacement cost or original cost. Inflation impacts the financial structures 

in two ways by increasing the need of funds and the resources that are available to meet the need. The 

internal sources of funds that are available to companies are influenced by pricing policies. While inflation 

not only affects the volume but also the source distribution of external finance as well.  
2 https://www.ibef.org/industry/pharmaceutical-india 

 

2.0 REVIEW OF LITERATURE 

There is no clear definition of profitability analysis presented by any author in the evaluation of literature. 

It includes the perspectives of various researchers and is conducted throughout the investigation. Before 

moving on, a researcher should have a good understanding of how much and what kind of labour is required 

for the subject in question. 

The literature review aids researchers in gaining a better grasp of the approach employed, methods, and 

clear interpretation of the desired outcomes. The definition clarifies and refines the concept. Let us now 

discuss the perspectives of several researchers. 

 

According to Ahmed (1999), the financial performance of commercial banks in Saudi Arabia was assessed 

using a regression model to determine the impact of business risk, market size, and other factors.1 

 
According to Ganeshan's study (2001), the predictor of profitability in the Indian pharmaceutical business 

is based on a profit estimating model that reveals that interest cost, interest income, and credit to sales are 

essential components of profitability. 2 

 

Profitability and Consistency Analysis of the Pharmacy Sector in India was researched by K.S. Vataliya 

and Abhishek R. Belani (2012). The authors of this study gathered financial data from all the companies' 

websites over the course of four financial years. There are many ratios that are calculated for research 

purposes and then considered for various exams. Secondary data is employed in this investigation. The 

study's goal is to evaluate each company's performance in terms of profitability and consistency, and to 

assign them various rankings based on their performance. ANOVA is a statistical approach for data analysis 

(F-test). As a result, it is beneficial for assessing the overall performance of various enterprises in the Indian 

pharmaceutical market. Aurobindo took the top spot.3 

 

Kumar, Pramod Pat Joshi (2013) investigated the impact of inflation on financial performance measures in 

the Indian manufacturing industry. The author's goal is to investigate the consequences of inflation on the 

financial statements of India's manufacturing industry, as well as the related effects on profitability 

indicators. For the study, the financial results of 42 manufacturing enterprises from seven different 

industries were examined during a five-year period (2004-05 to 2008-09). The influence of inflation on 

financial performance was studied using the Current Purchasing Power approach and several financial 

statement analysis tools such as comparative and common-size statement analysis. According to the author, 

after accounting for inflation, profitability in the Indian manufacturing industry is lower (on average) in 

comparison to profitability metrics.4 

 

A study on the Profitability Analysis of Power Grid Corporation of India Ltd was completed by Kuldeep 

Chaudhary and Surbhi Gupta in 2016. The authors of this report look at PGCIL's financial management 

and profitability throughout a twelve-year period, from 2002 to 2014. Profitability ratio is one of the 

instruments used to construct financial ratio analysis. We also utilise Du Pont analysis to compute rate of 

return. The financial health of PGCIL and the impact of the recession on its financial performance during 

http://www.ijcrt.org/
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2007-08 are shown by statistical analysis. According to the author, the dividend per share and net worth 

per share are both improving, which is a positive sign for the company's shareholders and owners. 

According to a DuPont investigation, investment turnover is extremely low, which can be explained by the 

fact that it is a capital-intensive company As can be observed from the analysis, the recession in 2007-08 

had little impact on PGCIL profit margins, costs, or investments. The company has a robust order book 

and plans to complete projects worth Rs. 1 lakh crore in the next five years, implying that net profit margins 

will continue to rise for the next seven to ten years. 5 

 

Shilpi Tyagi and D.K Nauriyal (2017) investigated the profitability drivers at the firm level in the Indian 

pharmaceutical and medicine business. The authors want to look at the factors of profitability at the 

business level in the Indian pharmaceuticals and pharmaceutical industry, which has a long history of R&D 

projects. Because of the Trade-Related Intellectual Property Rights (TRIPS) compliance, the economic 

environment changed, and this industry was found to have quickly adjusted to a new working environment 

by significantly altering its methods. The authors use a fixed effects regression model with cluster standard 

errors to investigate inflation-adjusted panel data for the years 2000-2013. The authors study the company 

level profitability determinants in the Indian pharmaceutical business using a current data collection, which 

includes the effect of changes in profitability.6 

 

M B Sinha and Deepika Singhvi (2017) investigated the liquidity and profitability of Indian pharmaceutical 

enterprises. The authors wanted to look at the profitability of a few pharmaceutical companies in India. 

The study was conducted during a four-year period, from 2010-11 to 2013-14. The relevant secondary data 

was obtained from the National Stock Exchange of India's website, moneycontrol.com, and the annual 

reports of the corporations in question. The statistical analysis was done using ANOVA (F-test). The 

researcher concludes that the profitability of some businesses has not been promising. However, as 

expected, the authors' study yielded a wide range of outcomes. Any company's concentration should be on 

research and development that will bear fruit over time. 7 

 

The relationship between credit policy and company profitability: Empirical data from the Indian 

Pharmaceutical Sector was investigated by Najib H.S Farhan, Mosab I. Tabash, and Mohammad Yameen 

(2020). Using a balanced panel data of listed pharmaceutical enterprises, the researchers assess the impact 

of lending policy on the profitability of pharmaceutical firms listed on the Bombay Stock Exchange (BSE). 

The research was conducted from 2008 to 2017. For evaluating a company's credit policy, the number of 

days it takes to collect money and the number of days it takes to pay a bill are picked. The authors believe 

that the number of days in the collection period and the number of days in the payable deferral period have 

a negative and significant impact on pharmaceutical firm profitability, while the control variables leverage, 

firm size, and the number of days in the payable deferral period have no effect.8 

 

Edison Comparative comparison of profitability of real estate, industrial construction, and infrastructure 

firms: data from India was explored by Jolly Cyril and Harish Kumar Singla (2020). The authors want to 

find the most profitable construction companies in the real estate, industrial, and infrastructure sectors. The 

writers also look at the factors that influence profitability. The survey covered 67 companies from 2003 to 

2017. (20 real estate, 21 industrial construction and 26 infrastructure). As dependent variables, total return 

on assets (ROA) and return on invested capital (ROIC) are used to develop two models. Firm-specific 

independent factors include leverage, liquidity, age, growth, size, and efficiency. In addition, two economic 

variables, namely GDP growth and inflation, are included as independent variables. The coefficients are 

estimated using Arellano–Bond dynamic panel data estimation to account for heteroscedasticity and 

endogeneity, and then checked for stationarity, multicollinearity, and heteroscedasticity. Industrial 

construction, followed by real estate and infrastructure, is the most profitable segment of building, 

according to the authors. Liquidity, efficiency, and leverage all contribute to their profitability. Real estate 

companies are less profitable than industrial construction companies, and their profitability is influenced 

by liquidity. Infrastructure companies have a low return on investment (ROI) and return on capital invested 

(ROIC). 9 

 

3.0 Objectives 

1. To study the impact of inflation on profitability for return on assets. 

2. To study the impact of inflation on profitability for return on sales. 

3. To study the impact of inflation on profitability for return on investments. 

http://www.ijcrt.org/
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4.0 Research Methodology 

It attempts to provide the information of the details undertaken for the study. It is highly impossible task 

to include the entire sample for the purpose of any study. The study carried out is empirical in nature. The 

9 listed Indian pharmaceutical companies have been selected based on total sales. They are as follows: 

 

Aurobindo Pharmaceuticals, Cipla, Dr Reddy’s Laboratories, Sun Pharmaceuticals, Lupin Ltd,Glenmark 

Pharmaceuticals, Alkem Laboratories, Divis Labs, Torrent Pharmaceuticals.  

 

The period of the study is from the year 2012 to 2021. The secondary data regarding profitability ratios of 

respective companies is taken from pace.cmie.com website. The  proposed statistical tool correlation 

followed by graphical presentation is used to analyze the data. Here the correlation is studied for return on 

sales, return on assets, return on investment and inflation of 10 listed Indian pharmaceutical companies on 

Bombay Stock Exchange.  

 

 

 

 

5.0 Data Analysis and Interpretation 

 
 Aurobindo 

Pharma 

Cipla 

Ltd 

DrReddy’s  

Labs 

Sun 

Pharma 

Lupin 

Ltd 

Glenmark 

Pharma 

Alkem 

Lab 

Divi’s 

Lab 

Torrent  

Pharma 

Return on 

Sales 

1 1 1 1 1 1 1 1 1 

Return on 

Investment 

0.86546 0.72878 0.776152 0.485021 0.738168 0.748539 

 

0.744644 

 

0.69792 

 

0.610928 

Return on 

Assets 

0.872851 0.85732 

 

0.690687 

 

0.315184 

 

0.847556 

 

0.735383 

 

0.843215 

 

0.696266 

 

0.525593 

Inflation -0.74971 

 

0.697146 

 

0.534746 

 

0.050328 

 

-0.32421 

 

-0.52836 

 

0.180564 

 

0.259268 

 

-0.29933 

Source: Data calculated is with the help of respective company’s secondary data available through financial ratios and growth 

analysis, pace.cmie.com  
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Note: Graphical presentation is based on above calculated data 

 

Based on the above data of correlation and chart it can analyzed that there is positive correlation between 

return on sales and inflation which means change in one variable will lead to change in second variable. 

With the decline in return on investment and return on assets it indicates inflation erodes a company’s 

annual rate of return. When the annual inflation rate exceeds the rate of return, stake holders lose money 

as they invest which is because of the decline in purchasing power. 

 
Table : 2 Computed Descriptive Statistics 

 

 Return on Sales Return on Assets Return on Investment Inflation 

 Regressio

n 

S

D 

V 

 

Regressio

n 

S

D 

V 

 

Regressio

n 

S

D 

V 

 

Regressio

n 

S

D 

V 

 

Aurobindo 

Pharma 
0.88 4.61 21.25 

 

0.88 3.63 13.19 
 

0.88 7.31 53.48 
 

0.88 0.02 0.00 
 

Cipla 0.93 3.40 11.60 
 

0.93 2.05 4.22 
 

0.93 2.55 6.54 
 

0.93 0.02 0.00 
 

Dr Reddy’s 

Labs 
0.93 3.40 11.60 

 

0.93 3.40 11.60 
 

0.93 3.40 11.60 
 

0.93 3.40 11.60 
 

Sun Pharma 0.8

3 

11.5

7 

133.9

7 
 

0.83 7.94 63.16 
 

0.8

3 

10.2

3 

104.7

1 
 

0.83 0.02 0.00 
 

Lupin 0.93 6.84 46.79 
 

0.93 8.25 68.07 
 

0.9

3 

11.4

2 

130.6

4 
 

0.93 0.02 0.00 
 

Glenmark 

Pharmaceutica

ls 

0.66 5.90 34.89 
 

0.66 4.43 19.66 
 

0.66 7.84 61.54 
 

0.66 0.02 0.00 
 

Alkem Lab 0.95 4 16.07 
 

0.95 2.77 7.70 
 

0.95 4.36 19.01 
 

0.95 0.02 0.00 
 

Divis Labs 0.53 2.56 6.55 
 

0.53 3.28 10.79 
 

0.53 4.30 18.53 
 

0.53 0.02 0.00 
 

Torrent 

Pharma 
0.75 8.40 70.72 

 

0.75 6.45 41.66 
 

0.7

5 

12.7

1 

161.7

8 
 

0.75 0.02 0.00 
 

 

Source: Authors calculation is based on the data of respective company’s secondary data available through 

financial ratios and growth analysis, pace.cmie.com  
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Based on the above calculated data of descriptive statistics for regression it can be analyzed that the values 

are positive which means that the dependent variable would also to increase.  

From the computed values of standard deviation, it can be analyzed that high standard deviation implies 

that the values are spread out over a wider range. While low standard deviation indicates that the data are 

clustered closely around mean. In case of variance, it can be interpreted that the greater is the variance 

greater is the data spread. On the other hand, smaller the variance it indicates its vice versa. A variance 

value of zero indicates that all values with in the set of numbers are identical.  

 

 

 

6.0 Limitations 

 

1. The study is limited to Impact of Inflation on Profitability of listed Indian Pharmaceutical 

companies.  

 

2. The study is restricted to only secondary data collected from the annual report of respective 

companies. 

 

3.The study is limited to location Mumbai for the selected Indian pharmaceutical companies as it 

is the financial capital of India.  

 

4. The study does not include primary data.  

 

7.0 Conclusion 

 
Amongst all the sectors pharmaceutical industry in India ranks 3rd in terms of volume and 14th in terms of 

value. According to Indian Economic Survey 2021 India’s domestic pharmaceutical market was estimated 

at 42 billion US $ in 2021, further expected to reach at 65 billion US $ by 2024. The objectives are to study 

the impact of inflation on profitability for return on sales, return on assets and return on investment. The 

period of the study falls from 2012 to 2021. It can be concluded that there is positive correlation between 

return on sales and inflation which means change in one variable will lead to change in second variable. 

While the decline in return on investment and return on assets it indicates inflation erodes a company’s 

annual rate of return. When the annual inflation rate exceeds the rate of return, stake holders lose money 

as they invest which is because of the decline in purchasing power. Therefore, there is an inverse 

relationship between return on assets, return on investment and inflation.  
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