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Abstract

Abstract

Since 1990's, a wave of mergers and acquisitions (M&A) was set off in the global
medical industry. Such as Glaxo-SmithKline Beecham, Pfizer-Wyeth, Roche-Genentech,
Johnson & Johnson-Synthes, Medtronic-Covidien, etc. All of these multinational medical
companies have experienced different scale of M&A, so as to become today’s giants.

There are two ways to promote expansion of enterprise, one is mergers and acquisitions
and another one is self-expansion. From the analysis of industry background, the medical
industry has the characteristics as below: heavy investment on production, high risk of return
on investment, high technology and long research and development cycle. Compared with
organic growth, M&A has its distinctive superiority over the later: to expand the scale of
operation and sales network in the short term, increase market share, reduce the risk of
research & development to make the company more competitive and overall improve the
profitability of the industry. From the analysis of government policy, government grant strong
support to the M&A in the medical industry. In the recent published strategy plan - "one two
five", appointed that the merger and acquisition of enterprises are the main task, motivate &
encourage enterprises with overwhelming superiority to implement M&A, continuously
optimize of the organizational structure in the industry. Therefore, in the next few years,
mergers and acquisitions will become the top priority to realize the sustainable development of
the medical industry in china.

Johnson & Johnson was founded in 1886. It is the No. 1 company on the Fortune 500
pharmaceutical industry list in Y2014. Throughout the history of Johnson & Johnson, M&A
and diversification is the key to make J&J grow and develop successfully in the medical
industry. The acquisition of Synthes is the biggest acquisition ever since Johnson & Johnson
was funded more than 100 years ago. This acquisition is also listed as No. 1 in the "2011 top
five medical M & A case".

This paper takes Johnson & Johnson’s acquisition of Synthes as research object. The
in-depth analysis and research is based on the theory of M&A as well as the characteristics of
medical industry. Combine the methods of literature review, theoretical research, case analysis
and other research methods. Background analysis, process & motivation of mergers and
acquisitions are introduced and analyzed in detail. Wholly evaluation of the case by the event
study method and financial index method. Based on data and facts both from short-horizon

and long-horizon event study as well as key financial indicator, we can conclude this



Abstract

acquisition is a successful merger. Finally, the study of the success experience of J&J's M&A
practices is helpful and meaningful for other Chinese medical enterprises who are in the
process of M&A. The global wave of mergers and acquisitions is approaching, we expect that
Chinese medical enterprises can effectively take advantage of M&A to become successful in

the global competition.

Keywords: M&A ; Johnson & Johnson; Medical company
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