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good stead during a challenging phase

DR. REDDY’S LAB.

1 ANJI Reddy has a thing about intellec-

1J 4 teal acumen. It Tows from the fact thar
[ % he is still a scientist at heart, despite the
L o

.\ visible trappings of a businessman. Any
f‘l.“'-.'}ﬂ conversation with him invariably ends
with a discussion on the talent pool he is painstak-
ingly putting together for Dr. Reddy's Laboratories
(DRL), the company he founded, and the scientists
he keeps meeting around the world,

That explainsg why the DRL board is stacked with
some of the brightest minds around, It includes
Anupam Puri, former managing director, McKinsey
India, Omkar Goswarmi, former chief economist,
Confederation of Indian Industry and now an
independent consultant, Krishna Palepu, professor,
Harvard Business School, and Ravi Bhoothalingam,
formerly with Bridsh American Tobacco and East
India Hotels. ( The board comprises 10 members, of
whom seven are independent directors.)

The heavyweights aren't there just to make the
DRL annual report look nice — they play an active
role in the management. And there is good reason
for that. DRL is trving to recast itself along the lines
of 2 multinational — not just in terms of
geographies {moving from India-ceniric operations
to a global footprint), but also in terms of products
(hunting for innovater products), talent (managing
a global workforce) and capital (listing on the New
York Stock Exchange). The company realises that at
this critical phase, it needs advice from experts who
have had prior experience of the game,

The role of the board has beécome even morg
pertinent in the last year or so. During this ime,
DRL has been investing heavily in its R&D efforts,
the results of which wouldn't be immediately
forthcoming Many, including some from the
stockmarkets, have criticised this focus. The
eriticisms have been levelled along the line that the
R&D investments are premature, and that DRL
needs to grow a bit more to be able to play the
high-risk (also high-reward) innovaior game. The
company's stock, meanwhile, has taken & beating
on the back of falling profitability:

Despite being hemmed in, DRL stuck to its
course "I have to balance the two (profits and
vision). After all, [ have t show profit to investors on
a quarterly basis. But for a company with a vision
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like ours, to do so quarter on quarter is difficult,”
says Reddy. The problem he faced was that the
Indian pharma industry had been built largely by
reverse engineering successful molecules. No one
had taken sucha big bet on innovater products.

The board, however, sensed the opportunity in
pursuing innovator products and resolutely backed
the management’s resolve on the strategy. "To say
na to discovery would be absurd, because it is not
sustainable,” said Purd in a recent interview to BW,
Managers within DRL feel thar the boards support
of what they are trying to do gives them confidence
abour their chosen path, According to a senior DRL
executive, at board meetings, sometimes even the
nimy-gritties of DRI strategies are discussed and
the board gives its go-ahead only after that.

But the board’s role doesn't end with an
imprimarur on strategy. It s, through different
committees and teams, actively managing the
framework within which the sirategies are being
executed. In 200304, the board spent 18 per cent of
its tirme on strategle matters, 5 per cent on statuory
and other approvals, 20 per cent on corporate
governance and other issues, 13 per cent on
financial review, 29 per cent on business proposals,
and 15 per cent on operational matters.

Reddy says alot of thought went into putting
this board together. The first two outsiders on the
board were Goswami and Bhoothalingarm, who
were handpicked by Reddy, Subseguently, DRL
vice-chairman and CEO GV, Prasad got Puri and
Palepu on board. Among the independent directors,
there is also an understanding about where their
expertise is mostly required. Bhoothalingam, for
example, concentrates mostly on human resources,
Puri on strategy, and Palepu and Goswami on
finance and audit.

Despite a decade’s discussion on corporate
governance and the role of boards, India Inc. is vet
to use them actively. For some companies, boards
are just a statutory requirement that needs to be
[ulfilled, Sorme others have worthies on their boards,
but ravely use their expertise. In that milieu,
companies such as DRL, along with a few others like
Infosys and Wipro, are good examples of how good
boards can add an edge to operations, |
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TOP 25 OVERALL
Infosys Technologiss 400 | 3360.0 | 3420.0 | 3328.0 3164.0 :
8 Reliance Incustries 306 | 23345 | 25153 | 23348 | 21420 :
4 Wipro 277 | 22105 | 22578 | 2218.2 2027.6 !
Hindustan Lever 256 | 1991.7 | 2085.2 | 2030.1 | 18022
. Maruti Udyog 189 | 14307 | 13967 | 13721 | 13211 |
. Dr. Recdy’s Laboratories 179 | 14087 | 14266 | 1394.4 '_ 1331.8
HDFC Bank 163 | 12535 | 1284.4 | 12046 11475
Jet Alnways 165 | 11966 | 11672 | 11315 1060.2
ICIC! Bank 185 | 11424 | 11997 | 11315 1066.4
| Ranbaxy Laboratories 147 | 11363 | 1133.4 | 10863 | 10248
Gujarat Co-op. Milk Marketing Federation 138 | 1087.4 | 10433 | 968 1110.9 |
| Tata Motors 137 | 10830 | 10768 | 10275 10318
4 Taia Consultancy Services 126 | 10114 | 10294 | 10152 9198 |
43| Larsen & Toubro 125 | 9938 | 9885 | 9825 916.8
27 Tatalron & Steel 124 | 9796 | 9945 | o449 1021.8
NR  State Bank of India 123 | 9151 | 9102 | 8905 | B462| 8881 | 0274 | 9139
| oNGe 111 | 8691 | 8381 | 6258 | BiD3| 8082 | 8580 | 8070
. Hers Honda Motors 96 | 7498 | 7478 | 7085 | 7027 | 6364 | 7094 | 6739
Asian Paints (India) 95 | 7108 | 6983 | 7011 | 6736| 6707 | 7097 | 6565
11 Baial Auto 94 | 6628 | 6965 | 6759 | 6580 | 6495 | 6777 | 6627
i T oz | 6909 | 6918 | 6882 | 6900| 6477 | 6734 | 6495
Indlan Of B0 | 6168 | 5688 | 5776 | 5968| 5786 | 5952 | 599.2
Nokia India B8 | 5277 | 4869 | 4855 | 4950 | 4780 | 4064 | 4386
Citlbank 68 | 5120 | 48957 | 5120 | 5082| 4753 | 4597 | 4202
25 Life Instrance Corporation 68 | sS093| 4957 | 4821 | 4692| 5089 | 5290 | s297
AUTOMOBILES
B ° MauiiUdyog 22 | tes0| 1771 | 1704 | 1748| 1718 | 17sm | 1708 | .
W 4 Hyundal Motor India = | i774| 1720 1es0 | 1630| 1415 1509 | 1509 | '
3 | Tata Motors N 1600 | 1659 | 1619 | 1681| 1701 | 1730 | 1891 |
'8 1 Hero Honda Motors 19 | 1550| 1440 | 1370 | 1ea7| 1862 | 1380 | 1400 |
5 Bajal Auto 18 | 1ao0| e | 1201 | 1220 126 | 127 | 1271 i
6 | Mahindra & Mahindra 16 | 1221 | 1240 1120 | 01| 1za| 1221 | 1160
7 Toyota Kirloskar Motars 12 | 1010| eso| 910 | eao| 7a1| er0| s20|
8 TVS Motor Company 13 | 58| 91| e80| 50| 20| eo| 90
9  pshok Leyland 3 880 | 861 | 840 | 829| 8es| B50| 8aD
Ol MR HondaSielCasinda g 730| 660 | 600 | B30| 6563 | 610 580
AUTO ANCILLARIES!
1 Sundram Fasteners 32 | or10| 2570 | 2410 | 2272| 2342 | 2499 | 2384 |
2 MICO a2 | 2se2| 2477 | 2410 | 2410| 2362 | 2448 | 2339
3 . Bharat Forge a0 | 2391 | 2408 | 2282 | 2223 2288 | 2098 | 2076 |
4 | MRF . o8 | 2170| 2139 | 1904 | 1s29| 1se8 | 1938 | 1926
5 | LucasTVS 28 | 1919 1909 | 1e20 | 1768| 1768 | 1810 1755
6 Delphi 18 | 1420 | 1207 | 1418 | 1361| 1355 | 1202 | 1224
fll MR Brakes India 19 | 1a10| 1467 | 1467 | 1261 | 1256 | 1425 | 1841 |
B MR Apolio Tyres 19 | a0 1ee0| 1321 | 1287| taa0| a1 | teta|
g . Wheels india 17 | 1210 1238 | 1222 | 1so| 1170 | 1221 | 1095
10 Gabriel India 15 ] 1020| 971 | 1010 '&r1| @60 | woso| 71| |
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