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Over three decades, Shanghvi has 
built Indian drug industry’s most prof-
itable company on his own terms—
focus, cost-control, and a keen eye on 
the bottomline. As Ranbaxy and Dr 
Reddy’s paid top dollar for acquisitions, 
Shanghvi zeroed in on troubled com-
panies that were selling shares or 
assets for cheap and snapped them up 
with a view to turning them around. 
Ambitious announcements, one-up-
manship, or bidding wars are not for 
him. Nor is growth for growth’s sake.

“The biggest lesson that one can learn 
from Dilipbhai and Sun Pharma is to 
chase a business opportunity for its 
value and not because everybody else 
is doing it,” says Nannapaneni. “They 
(Sun) wouldn’t pursue a business just 
because it had a `100 crore turnover,” 
he adds. “They’d rather do ̀ 10 crore of 
business if it meant `9 crore of profit.” 
Sun’s profit margins are much higher 
than peers. “Their standards of operat-
ing efficiency are high,” says Nimish 
Mehta, founder-director of investment 
advisory Research Delta Advisors.

S
URE, there have been 
problems. It took Sun a 
three-year tussle with  

the owners of Israel’s Taro 
Pharmaceuticals, a financially
mismanaged generic drugs maker, to win 
control. It was a harrowing time, involv-
ing lawsuits, shuttling between conti-
nents and facing investors. Sun had 
tripped earlier, in the mid 2000s—albeit 
temporarily—over disgru ntled investors 
in US-based Caraco Labs, another dis-
tressed company it purcha sed. Ranbaxy 
too will come with a buc ketload of 
issues—it has poneyed up $500mn to 
settle charges of covering-up quality 
defects and four of its five Indian facto-
ries are prevented from selling in the US.

Sun has had run-ins with the US drug 
regulator fda too. In 2008, Caraco’s 
facility was found to have metal scrap-
ings in some batches of pills, among 
other violations. Sun addressed those 
issues but shut down the factory last year. 
Sun’s factory in Halol, Gujarat, too was 
found deficient. However, the fda is still 

approving drugs from there, including a 
recent sparc-innovated product. This, 
reportedly, was the reason for the spurt 
in shares of both companies on March 4. 
Mehta of Research Delta guesses that 
since some of Sun’s acquired factories 
are dated, adapting them to meet the 
escalating demands of the international 
regulatory system might be challenging.

A couple of years ago, Sun was rep orted 
as a potential suitor to three attractive 
western branded drugs companies. “The 
branded business brings sustainability 
and you don’t have to keep thinking of 
your next product like in the generics 
business,” says an analyst from a foreign 
brokerage on condition of anonymity. 
The risk would be higher, thanks to the 
relative novelty of the business and the 
premium paid for it, he said. However, 
those deals never happened and Sun 
purchased Ranbaxy. The analyst reckons 

that perhaps Shanghvi was wary of 
spooking investors, so reverted to type.

In January, when he was guest of 
honour at Anji Reddy’s book launch in 
Hyderabad, I asked Shanghvi what his 
key challenges were. In his self-depre-
cating way, he said, “I need to not be 
responsible for anything.” Being 
‘hands-on’ is a Shanghvi hallmark. But 
clearly, he has to help Sun move beyond 
him. In 2010, he hired a top profes-
sional as ceo. Later, he relinquished 
the post of chairman to a global gener-
ics industry bigwig.

Sun’s ability to succeed in future 
depends on its managers’ ability “to 
perform on a much broader scale,” he 
said. Indeed, Sun’s integration with 
Ranbaxy, a behemoth with a presence 
in 43 markets and 21 factories, will test 
the company’s management at every 
level at a time when Shanghvi’s per-
sonal investments now include renew-
able energy, a sector with its own pulls 
and pressures. His biggest challenges, 
therefore, may still be before him. 4

(Gauri Kamath is a pharma and 
healthcare commentator and writes  

the blog Apothecurry)
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W
HAT does one make of Dilip Sha
nghvi’s investment in wind turbine 
maker Suzlon Energy? In choosing a 

nonpharma company to deploy part of his 
enormous wealth, Shanghvi appears to 
have acted on the belief that investing sig
nificantly in other pharma companies would 
lead to concerns over conflict of interest.

Shanghvi has shown no interest in taking 
over the reins at Suzlon yet. A few years 
ago he spoke of the power sector as a 
wealthcreating opportunity that is not as 
attentionguzzling as pharma. But this still 
leaves some unanswered questions—what 
if Suzlon does not meet his expectations 
under chairman Tulsi Tanti? Shan ghvi has 
said that it would take “substantial and 
sustained effort on the part of the manage
ment team to achieve a significant operat
ing performance improvement.”

As one Shanghvi observer puts it, he is 
not one to sit by and watch his money “go 
down the drain”. Two, what if Suzlon needs 

more capital and Tanti cannot oblige? Three, 
will this dilute his attention on Sun Pharma 
as it digests its biggest deal ever, the pur
chase of Ranbaxy? And if so, can Sun man
age with a little less of Shanghvi? Sun’s 
stock market valuations do not suggest any 
overt investor concern. Time will tell. 4

What does Shanghvi’s first foray in a non-pharma firm mean?

Making A Turbinator

Tulsi Tanti, CMD, Suzlon Energy Ltd 

Shanghvi has to help Sun move 
beyond him. In 2010, he hired a 
new CEO. Later, he relinquished 
his chairman’s post too.


