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Introduction
The story of Watson Pharmaceuticals is, at its core, a remarkable tale of
entrepreneurship, innovation, and transformation within the intricate world of
pharmaceuticals. Founded in 1985 by Allen Chao and David Hsia, Watson emerged
during a pivotal era in American healthcare—one that saw not only a dramatic
expansion in the market for generic medicines but also a shifting regulatory landscape
aimed at increasing access to essential drugs. From humble beginnings as Watson
Laboratories in Illinois and California, the company’s trajectory would ultimately
reshape the pharmaceutical industry, culminating in its legacy as a global powerhouse
now subsumed within Allergan plc.

Watson’s rapid ascent was propelled by its early recognition of the vast potential in
generics, especially as the first generation of blockbuster drugs began losing patent
protection. Within only a few years, Watson successfully launched its first FDA-
approved generic, achieved profitability, and laid a foundation for subsequent growth
through calculated risk-taking, prudent investment, and an agile approach to product
development. The company’s ability to weather challenges—such as drawn-out
approval gaps and evolving regulatory pressures—speaks to the determination and
vision of its founders and early leadership.

As Watson expanded, its ambitions grew beyond generics. Strategic acquisitions, such
as the deals for Circa Pharmaceuticals, Schein Pharmaceutical, and Andrx Corporation,
propelled the company into the ranks of the industry’s leading manufacturers. Its
brand division honed in on specialty areas like urology and nephrology, resulting in
innovative treatments that won both market share and medical recognition.
Meanwhile, the acquisition of Anda transformed Watson into a key distributor,
fundamentally altering how its medicines reached pharmacies and patients
nationwide.

The pursuit of global reach defined Watson’s next era. Seizing opportunities to extend
its presence across continents, the company acquired international firms like Arrow
Group and Specifar, expanding both its footprint and product diversity. The
transformative purchase of Actavis Group did more than boost Watson’s revenues; it
marked the beginning of a new identity. Rebranded as Actavis, the company sought to
harness the strengths of a unified brand in a fiercely competitive global arena.
Subsequent mergers and inversions—culminating in the union with Allergan and the
reshuffling of corporate headquarters—underscored the ever-changing nature of
modern pharmaceutical giants.

No corporate journey is without controversy or challenge, and Watson was no
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exception. Lawsuits surrounding product safety, regulatory scrutiny over antitrust
practices such as “pay-for-delay,” and the constant pressure to innovate in the face of
fierce competition all played pivotal roles in shaping the company’s strategies and
public image. Leadership transitions brought fresh perspectives, even as the company
navigated the regulatory, fiscal, and cultural complexities of a rapidly consolidating
industry.

Today, the original Watson name no longer graces the S&P 500, yet its influence
persists in the operations, products, and philosophies of its successors. This book
explores the sweeping arc of Watson Pharmaceuticals’ rise, diversification, and
integration into Allergan—from a determined startup driven by personal ambition and
market insight, to a multinational corporation emblematic of the pharmaceutical
sector’s power and dynamism. By tracing its journey, we gain deeper insight into the
forces shaping American healthcare, corporate strategy, and the relentless pursuit of
innovation that marks the world of modern medicine.
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CHAPTER ONE: The Birth of Watson Pharmaceuticals
The year was 1985, a time when personal computers were slowly making their way
into homes and businesses, MTV was still primarily about music videos, and the
pharmaceutical industry, while already vast, was on the cusp of a profound
transformation. It was in this dynamic environment that Watson Pharmaceuticals, Inc.,
first took root, a company that would, over the next three decades, reshape significant
portions of the global drug market. Its genesis was not in the sprawling campuses of
established pharmaceutical giants, but rather in the focused vision of two individuals:
Allen Chao, Ph.D., and David Hsia, Ph.D.

The company was formally incorporated in January 1985, originally under the slightly
more scientific-sounding name of Watson Laboratories, Inc. The chosen name,
"Watson," carried a personal resonance for Dr. Chao, serving as a heartfelt tribute to
his mother, whose maiden name was Hwa. Through a process of Americanization,
"Hwa's son" became "Watson," imbuing the nascent enterprise with a familial touch
from its very inception. This seemingly small detail underscored a blend of personal
dedication and professional ambition that would characterize the company's early
years.

Initial operations for Watson Laboratories, Inc. commenced in Libertyville, Illinois.
However, the fledgling company’s stay in the Prairie State was brief. The
entrepreneurial spirit often demands adaptability, and for Watson, that meant a
strategic relocation. Later in 1985, the company packed its bags and moved west to
Corona, California. This move was more than just a change of scenery; it marked the
true beginning of Watson's journey into the development and manufacturing of
generic pharmaceuticals. California, with its burgeoning biotech scene and access to
skilled labor, offered a more fertile ground for a company with such aspirations.

The mid-1980s proved to be a particularly opportune moment for a new player to
enter the generic drug market. The pharmaceutical landscape of the 1970s had been
dominated by a wave of innovative brand-name drugs, many of which were now
approaching the end of their patent lives. As these patents expired, they opened the
door for generic drug manufacturers to produce chemically identical, yet significantly
more affordable, versions. This impending "patent cliff" created a substantial market
opportunity, one that Watson Pharmaceuticals was exceptionally well-positioned to
exploit.

Generic drugs offered a clear value proposition: they provided the same therapeutic
benefits as their brand-name counterparts but at a fraction of the cost. This economic
advantage made them highly attractive to healthcare providers, insurance companies,
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and, most importantly, patients. Watson’s founders understood this fundamental shift
in market dynamics and strategically positioned their company to capitalize on it.
Their goal was to enter this burgeoning sector quickly and efficiently, aiming to be
among the first to bring cost-effective alternatives to the market.

Watson’s early success was swift and encouraging. By the close of 1985, within
months of its relocation to California, the company achieved a significant milestone: it
received approval from the U.S. Food and Drug Administration (FDA) for its very first
drug, Furosemide. This approval was a critical step, signifying that Watson's
manufacturing processes and product quality met the rigorous standards set by the
federal government. Furosemide, a diuretic commonly used to treat high blood
pressure and fluid retention, was a widely prescribed medication, ensuring a ready
market for Watson’s generic version.

The speed with which Watson moved from approval to market was remarkable. They
began selling Furosemide almost immediately after receiving FDA clearance,
demonstrating an agility that many larger, more bureaucratic pharmaceutical
companies struggled to match. This rapid commercialization strategy proved highly
effective. The initial sales of Furosemide generated substantial cash flow, providing
Watson with the crucial capital needed to reinvest in its operations. This self-funding
model allowed the company to finance the research and development of additional
generic drugs without relying heavily on external investors in its earliest days.

This initial profitability in its first full year of sales was a testament to Watson’s
focused strategy and efficient execution. It provided a stable financial footing,
enabling the company to expand its pipeline of generic candidates and build out its
manufacturing capabilities. The founders understood that sustained growth in the
generic market depended not on a single successful product, but on a continuous
stream of new approvals and market entries. Thus, even as Furosemide sales brought
in revenue, the company was already looking ahead, meticulously planning its next
moves in the competitive generics landscape. The stage was set for Watson to grow
from a promising startup into a significant force in American pharmaceuticals.
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