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INTERVIEW: DILIP SHANGHVI — .

SUN PHARMACEUTICAL

Taro may not continue to gain from opportunistic pricing

. Lastweek, Sun Pharmaceutical Indis-

tries'movetotakefullcontrolof Israel’s
Taro Pharma hit a roadblock when o
special committeeof the latter’s board
rejected an offer from Sun Pharma to
buy the outstanding sharesof Tarofor
$24.50 a share. Minority shareholders
havebeenclamouringforahigheraffer
price, but Dilip Shanghvi, Sun Phar-

" ma’s managing director; feels Taro is .

over valued at the moment, and any

" higher competition can impact its pric-

ing power inthe US. In anexclusivein-
terview with FE’s MG Arun,

"Shanghvi dwells upon Taro, plansfor

the US and rest of the world markets,

‘anduoices hisconcernonagovernment

proposal to bring more drugs under

" pricecontrol. Edited excerpts:

Will Sun Pharma sweeten its bid
for the remaining stake in Taro?
Wehad earlier indicated that we don’t
see valuein thecompany significantly
beyond what we have said. We have to
evaluate the rejection of the special
panel and then decide the next step.
From our point of view, nothing has
dramatically changedat Taroafter we
indicated that we have no plan to
changeour bid.

The basic contention of minority

shareholders is Taro’s rising
shareprice...

I understand. Repeadtedly, both Taro
and I have expressed reservations
about the ability of the company to
continue to show current perfor-
mance,whichisashort-termability to
change prices. It isa function of com-
petition. Tomorrow, higher competi-

“tion can change prices dramatically.

.Taro has performed much better that
what we thought. There is clearly an
improvement in the performanceand
productivity of R&D, whichis a func-
tion of thingsdone post the Sun Phar-
ma investment. At the same time,
some things are opportunistic.

What are the areas you think
Taro has gone beyond your ex-
pectations? :

Pricing flexibility is something we
had not anticipated. This is in selee-
tiveproducts.If twomore competitors
come, we would losemarketshare, and
there would be price correction.

What are the plans in the pipeline
for Taro?

Taro will continuetofocus onimprov-
ingthe productivity of their R&D and
be able to make up for last three-four
years of lack of investment in R&D,

and in the next three-four years, build
‘aninterestingpipeline.

You have one of the largest ANDA
pipelines in the US. What would be
your strategy for that market, go-
ing forward?
We continuetoleverage our R&D, and
file interesting products, bring them
_successfully to the market, and use
them for growing ourbusiness.

How concerned are you about the
pricing pressuresinthe US?
It is a competitive market, no doubt,

but it is also a market where on some
products, if there isalot of competi-
tion, pricing is very low, while in some
others, with less competition, you are
abletomanagea sensible price.

Beyond the US, which newmarkets
will Taro move into?

Mostcountrieshave their ownregula-
tory pathways. Someregistrationsre-
quireanew study. For instance, if you
register a product in Canada, a US
study will not be adequate. Same is
true for CIS or Europe. We are still
evaluating whether wewanttobevery
dispersed or stay focused, before we
can start investing in other markets.
Currently, the USmarket is a predom-
inant part of ourfocus.

What are the possibilities for inor-
ganic growth in some of the worid
markets?;

Wewill continueto look at investment
opportunities inareasof our interest.
The idea would be to leverage our ca-
pabilitiestorunbusinessesefficiently.
We don’tlook atacquisitions asastep
to become bigger. Size is not as impor-
tantasstrength.

Whatgrowthdoyouseein the Indi-
an market?

Ouroverdltiuidanceis18-20% growth
for theentirecompany overlast year:

Your margins have been over 40%
lastyear.Is this sustainable?
\Ourviewisthat40% isnotalong-term,
sustainablenumber. Thereareseveral
factors that have contributed to these
margins, and some of those factors
maynotoccuragain, OQurgeneralmar-
ginshavebeen at30-35%.

What are your view on the govern-
ment’smovetobringinmoredrugs
under price control? How will Sun
Phariha be impacted by themove?
Itwillimpactus, based onwhatisused
asabasistoarriveat the ceiling price.
Pharmaceuticals is one business
where India has done well, even inter-
nationally We are in a major invest-
ment phase in most global markets.
Anything that impacts margins inIn-
dia will impact us more than MNCs.
Therecentinitiativeondistributionof
essentialdrugsJan Aushadhiisgreat,
since the problem of access can be
solved by reducing priceof drugs. For
any disease, drug isjustasmall part of
total cost. Only 15 % drugs are under
pricecontrol But theaveragepricein-
crease of other drugs isless than 3%,
significantly below inflation.






