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MASTERING | Why M&A deals are bad for shareholders

[Fj = ’ Management shakeups that usually result from M&A deals can be a drag on
shareholder value. But strategic planning can solve the problem, says Fortune's
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* the industry, boasting some $48 bil-

IS WEEK came news that drug

company Pllzer had reached o
deal to acquire Pharmacia for $53.358
blilion In stock. The deal, which will
combine the home of impotence drug
Viagra with the maker of arthritis
drug Celebrex, will be a behemoth in

lion in combined annual revenue, Is
this the answer to the drug Industry's
woes?

Certninly the past few  years
haven't been a cakewalk for pharma-
ceutical makers. Politieal pressures

aceountIng gimmicks.

In the drug industry, consolldatlon has
made growth targets even more difficuit
to achieve. To meet current expectations
for growth, the larger companles must In-
troduce new blockbuster drugs ot o for
higher rate than they have lyr\i("llt_‘, done
in the past, given their larger revenue
base. For the average drug firm to meet
an 18% prowth target (what lnvestors 'll'e
expectingd, 1 wonld need Lo Introd

z lween one and three new l:]uuhtlm_r
3 drugs per year for the next five y
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