B.E. RAMESH

THE NEW EGALITARIANS: CEO G.V. Prasad (centre) flanked by (right) COO Satish Reddy and HR chief Saumen Chakraborty

Dr. Reddy’s Lab

t's The People, Stupid

For long entrepreneur-driven, Dr. Reddy’s Lab is now focusing on
building an organisation with leaders at every level. The idea: become a
marketing and research powerhouse. BY E. KUMAR SHARMA.

N HIS BLACK LEATHER SATCHEL, GV, PRASAD CARRIPS
a small diary. That’s not to keep appointinents, but
to record his work-day goof-ups. One of these re-
cent davs, the 41-vear-old Vice Charrman and ¢t o
of the Hyderab: wl-based Dr. Reddy's Labs made
an entrv that reads like this: “Lost my cool at the supply
chain team, and threatened to rate their perfornuuice over
the next 90 days. A big nustake. Should have realised they

were all senior and responsible people who knew their
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job, Must learn to keep my cool.”

[he diarv is a recent addition to Prasad’s accou
trements, but one that perfectly reflects the dramatic
organtsational overhaul underway at the New York
Stock Exchange-listed pharma major. Take, for ins-
tance, 1ts new corporate digs at Flyderabad’s Ameerpet
(the old office next door is being renovated). There's
maore glass, fewer walls, open cubicles, and a washroom
that Prasad shares with the others. The idea, of course,



is to make Dr. Reddy’s a more
open, transparent, and hierar-
chyless organisation. There are
more Mbas, PhDs and rech-
nologists than before sitting in
the cubicles and research labs,
and there 1s greater trans-
parency in performance meas-
urement and rewards. Notes
Prasad: “I have changed mysclf personally and become
fess intimidating than before.”

At the core of all this is the realisation thar the
[ 8-year-old company, tounded by a research scientist,
Anji Reddy, cannot propel itself into the global big
league if its organisational structure 1s not geared to pro-
vide a botrom-up thrust. Thercfore, Dr. Reddy’s pi ini-
tiatives specifically over the last two vears are driven by
a three- pmn”r\f objective: innovation, entreprencnrship,
and globalisation (See Dr. Reddy’s Ht Maodef). Admits
Prasad:
ployee-friendly alone, but by a clear understanding
thar a self-sustaming, im..h -performance organisation is
a business irnp:mtn-

“This is not fuelled by a desire 1o seem em-

FROM GROWTH TO SYSTEMS

All these vears, Dr. Reddy’s was a company
driven by its founder’s insatiable appetite
for growth f'BLr*..ccn 1995 and l{)t),_,
the company’s growth rocketed
from Rs 198 crore to
Rs 1,557 crore.) But

DRL’s high growth
was unsustainable
without a new
organisational
structure to support it

Dr. Reddy’s HR Model

grew, ir soon became evident
to Reddy that much of 1t
would be unsustainable if a
new organisational structure
was not created to support it.
Technology, products, mar-
kets, regulations, and con-
sumers were all changing rap-
idly. And a company thar had
built irs generics business 11} reverse engineering
drugs. had to build not just markering muscle but ba-
sic research capabilities too.

When Dr. Reddy’s started retooling its HE, it
found that there were no ready models in the industry
to follow. Looking ourside, Prasad (also Reddy’s
son-in-law). ¢oo Sarish Reddy (Reddy’s son), and
Chict of Human Resources, Saumen Chakraborry,
found the revolutionary Hi svstems ar leading 1
compantes inspiring. What tollowed was a bhrzkricg
of initiatives: performance managemen systemns, per-
formance-linked pay, culture huilding, and leadership
development were all pushed wich grear zeal.

The next step was to modify the exisnng
ture. This was done by resortng to more lateral rec-
ruirment, which enriched Dr. Reddy’s talent pool,
brought in more experience and skilled execu-
tives, and created diversity at workplace. In
fact, half of its senior management
team today is new. Most of the
changes were made based

on the recommenda-

struc
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ernal consultant, but it was apparent
that to make things stick, a senior HR
champion was needed. It was 1n res-
ponse to this need that Chakraborty
was brought in. His first move was
to change the department's agenda:
from recruitiment to driving change.
Recently, the department even ran a
“Karon Banega Change Manager?” pro-
gramme for its HR executives. Says
Chakraborty: “HR 1s not about back-
room operations, but about impacting
the business of the organisation.”

Like most change initiatives, Dr.
Reddy's had to
face its share of
opposition. For
example, when the
drive to recruit
management grad-
uates began, many
SCNIOT managers
were afraid that
costly hires would
upset the salary
balance within
their business units. Dicto with per-
formance-linked pay. The fear was
that targets would be set too high or
thar adverse industry performance
would untairly affect their own rew-
ards. As an answer to such resistance,
the company began to showcase suc-
cess stortes both mside and ourside
to prove that change is actually good
for the organisation and, hence, every-
body working in 1t

Much of the resistance is now
gone. QOver the last one year, Dr.
Reddy’s has recruited 19 MBas, many
of them fresh out of campuses and -
terviewed personally by Prasad.
Buoyed by the experience, the com-
pany now wants to hire more PhDs
and technical talent from top-notch
institutions in the country, Says
Prasad: “Our focus now is on con-
solidating the gains in HR.”

EMPLOYABILITY, NOT
EMPLOYMENT

Dr. Reddy’s today has 5,500 people, of
which 500 are foreign nationals. There
are maore than 300 scientists, 260 of

The pharma
company’s HR
philosophy has
moved from job
security to
employability

whoin focus exclusively on discovery
research (read: discovering new maol-
ecules). More importantly, Hi philos-
uphy has moved from job security to
employabilicy, with focus on learming
and development, talent management
and performance orientation. Neither
is it trving to outpay others in the
marketplace, relving instead on its
competitive and emplovee-friendly aom-
vsphere (I, Reddy’s ranked Neo. 13
on BT-Hewitt's Best Employers In
India survey, in 2002), A big reason
why it has been able to lure people like
G. Raj Kumar, M
(Learning & Deve-
lopment) from
Infosys and Timo-
thy Crew, Excc-
utive Vice-Presi-
dent (US Business
Development) from
Bristol-Myers Squibb,
To achieve long-
term impact of HR
initiatives on busi-
ness performance, Dr. Reddy’s is
pulling out all stops to help its em-
ployees grow. Competency-based de-
velopment programmes are offered to
emplovees at all levels, For example,
there are courses on communication
skills, analvtical abnliry, and negtotiation
skills, Then. there is support for higher
education. Executives with potential
are sponsored for an Mea at the Indian
School of Business. Not only is the fee
of Rs 1u lakh paid, but so is the basic
salary for the one year of the course,

The single-biggest change, however,
is ini the area of performance manage-
ment systems. Earlier, while the man-
agement knew where it was driving,
the goals did not necessarily translate
into key individual responsibilities. Now,
there are individual kras (key result ar-
eas), regular reviews and feedback, ann-
ual superior and self-appraisal, and per-
formance-linked compensation, bonus
and stock option. Savs Prasad: “There is
an incentive for all of us ro do better and
better each year.”

Better performance measure and
talent spotting systems are opening



bt at work

newer vistas for the talented and ambitious. Take the
case of Seshu Srinivas, Barely three vears after jomning
the company as product manager, the 36-vear-old
landed in New Jersey as the business development
manager for Dr. Reddy’s in North America. Today, he
is one of the success stories sold on the company’s
website (drreddys.com).

In some other cases, it can simply be a question of
helping out an emplovee in her time of need. Ask
Shobha Vijavaraghavan, a 29-vear-old Assistant Manager
(Corporate Business Development) at Dr. Reddy’s. Unuil
a couple of months ago, Vijavaraghavan was allowed to
work flexi-hours to take better care of her new-born baby
girl, Anusha.

[n the case of those who
do not come up to the com-
pany’s expectations, broad ind-
ications are given during the
annual performance rating, and
in some cases, personal coun-
selling is also done. In fact, in
January this year, Dr. Reddyv's
introduced a voluntary retire-
ment scheme to “reduce over-

all emplovment levels™, of oneness.

TALKING STRAIGHT

How Dr. Reddy’s communicates
with its employees.

Connect Forum

This is a forum where the CEO and the COO
interact with employees at all levels at all
locations. It's a great way to build a sense

us,” points out Chakraborty.

A cornerstone of the HR initiatives 1s imformation
technalogy. Over the last five vears, Dr. Reddy’s int-
roduced varions stand-alone Hr applications on dif
ferent platforms such as Lotus Mail and sap. In July this
vear, all these were rolled into an enterprise infor
mation portal called myvdrreddys.com, which carries
Mis, communication, e-learning and corporate infor-
mation, besides knowledge management and 1k, The
idea behind the enterprise information portal 1s to
streamline and enable real-ome workflow of the com
pany in all its functions.

Thanks to the integrarion and people development, a
lor of ideas are flowing from below,
not just in Racty, but even in
manufacturing, where raw ma-
rerial efficiency 1s up, and cve
rime down, There 1s even a

o

“ralent team” (read: cross-func-
rional team) comprising peo
ple from pharmacology, intel-
lectual property, medicine, bi-
ology, chemistry, stanstics, and
legal backgrounds that works
on product development, “We

['hose who are talented
bur not competent enough
for bigger responsibilities
within the company are out-

Open House

This allows senior management of a location
to interact with their specific employees.

are in a collaboratve mindser
now,” quips Prasad.

And that's not just limited to
work. As part of its emplovee

placed. But where the emp-
lovee shows strong entre-
prencurial skills, Dr. Reddy’s
doesn’t hesitate to chip in
with cash and advice, T, Giri-

Mydrreddys.com

An extranet that facilitates seamless flow of
information across the organisation and
locations. It heightens transparency and trust.

benetits, the company offers a
learning centre, called Ankur,
for the emplovees and cheir
familics. On offer is a variety of
vocatonal and personal traiming

dhar will vouch for that.
When Dr. Reddy's merged
subsidiary Cheminor with
itself. Gind
spent 16 long vears at the
latter—wanted out. Instead
of simply cutting him loose.

Elixir

rtar—who had

the company gave him a soft loan to set up his
own bulk drugs unir.

When BT visited Dr. Reddy's, Chakraborty was in
the thick of an emplovee climate survey, which in-
cludes gquestions on satisfaction and motivation,
among others, The feedback will determine how
the HR policies are shaped in the future. To prove that
the top-most managers are interested i employee per-
formance and growth, every year the top S0 man-
agement positions and some 150 star performers
are monitored by Prasad and Satish Reddy. “Over the
last few vears, we have given a sertous thought to our

HEK 1ssues and today have a clear Hr document before
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The in-house magazine, it not only talks of
developments within Dr. Reddy's but also
vital issues affecting the industry. Helps pres-
ent a single face to the organisation.

programmes, including Reiki,
stress management, language
classes, and special programmes
tor children.

Still, Prasad 1s willing to
admit that there’s a lot to be
done before Dr. Reddy’s be-
comes “a great place to work™ compared to the best
pharma companies globally. One of his regrers 1s thar the
move towards lateral recruiiment did not allow leaders
to be grown from within, But he says thar the new
emphasis on leadership and management development
will resolve thar issue in due course of tme.

An immediate area of tocus: building a critica
mass of thoughr leaders. Over the medium term, the
company wants to mprove it career management
and job rotation systems so that its employees ger a
more holistic view ot the organisation. If that doesn’t

happen soon enough, vou can be sure of reading an en-
try abour it in Prasad’s htle diary, @



