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Operating in the international pharmaceutical arena, Dr Reddy’s Laboratories is one
of the biggest companies facing various challenges and opportunities in its operating
landscape. This case study analyzes the strategic positioning of the organization from
the Internal-External (IE) Matrix, identifying some dilemmas it faces and outlining
strategies for continued growth and market presence for the firm.

Company Overview

An Organization Founded in 1984, by Dr. K. Anji Reddy, Dr. Reddy’s Laboratories
has now graduated into being one of India’s leading pharmaceutical companies,
focusing on developing generic medications, active pharmaceutical ingredients, and
proprietary products. The company works in more than 30 countries and has a great
presence in the United States and Europe. Though it has had some successes, the
company, Dr Reddy’s, still has to face much criticism from regulations, intense
market competition, and inefficient internal operations.

The Dilemma

The crossroad Dr Reddy’s stands at as of Q4 FY24. The company has witnessed
significant growth through innovative products and an effective distribution network
but, currently, is facing lower profitability ratios compared to the industry averages
and high inventory days compared with competitors. Regulatory probes have also
triggered questions on compliance and other operational practices that will impact the
reputation and position in the market.

It creates conflict from internal weaknesses, which may pose a potential threat to
long-run sustainability as it needs aggressive growth strategies. The management has
to balance this between consolidation of existing strengths versus aggressively
pursuing new market opportunities.
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IE Matrix Analysis: The IE Matrix is the framework for the evaluation of the
strategic position of Dr Reddy’s based on internal strengths and weaknesses relative

to opportunities and threats outside.
Internal Factors
Strengths of Dr Reddy’s Laboratory:

e Strong distribution network

e Successful track record of developing new products

e High level of consumer satisfaction
e Good returns on capital expenditure
e Superb performance in new markets

However, it also faces weaknesses:

e Days inventory is high compared to the competitors

e Limited success outside core business

e The profitability ratio and net contribution % are below the net average

e The high attrition rate in workforce

e The marketing of the product left a lot to be desired

IFE Matrix of Dr.Reddy’s Lab (DRL)

Strengths Weight Rating Weighted Score
1 [Strong Distribution network 0.15 3 0.45
2 | Successful track record of developing new products 0.10 3 0.30
3 |Iligh level of customer satisfaction 015 4 o0.60
4 | Good Returns on Capital Expenditure 0.05 3 0.15
5 | Superb Performance in New Markets 0.0s 4 0.20
6 |Strong Free Cash Flow 0.05 3 0.15
7 o 0.00 o 0.00
g Jo 0.00 o o0.00
o o 0.00 o 0.00
10 Jo 0.00 0 0.00
‘Weaknesses Weight Rating Weighted Score
1 | Days inventory is high compare to the competitors 0.15 2 0.30
2 | Limited success outside corc business 0.0s 2 0.10
3 | Profitability ratio and Nct contribution % is below industry average 0.10 1 010
4 |High attribution rate in work force 0.05 2 0.10
5 | The markcting of the products left a lot to be desired 010 1 o.10
6 o 0.00 o 0.00
7 o 0.00 o 0.00
8 Jo 0.00 o 0.00
o o 0.00 o 0.00
10 Jo 0.00 ) 0.00
Total IFE Score 1.00 2.55
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External Factors
In terms of external factors, Dr Reddy’s can leverage:

e COVID-19 Pandemic

e Decrease in provision

e Insider stocks

e Increase in Profits in Drug Market
Conversely, threats include:

e Regulatory investigations/legal cases

e Unpredictable business

e Antitrust law in Drug Manufacturers

e Copyright, patents / Intellectual property law
EFE Matrix of Dr Reddy’s Lab (DRL)

Opportunities Weight Rating ‘Weighted Score
1 JCOVID -19 Pandemic 0.40 4 1.6
2 | Decrease in provision 0.10 1 0.1
3 |Insider stocks 0.15 2 0.3
4 |Increase in Profits in Drug Market 0.14 1 0.14
5 |o 0.00 0 0
6 |0 0.00 0 0
7 10 0.00 0 0
8 0 0.00 0 0
9 10 0.00 0 0
10 Jo 0.00 0 0

Threats ‘Weight Rating Weighted Score
1 |Regulatory investigation/legal cases 0.15 3 0.45
2 | Unpredictable business 0.02 2 0.04
3 | Anti-trust law in Drug Manufacturers 0.01 4 0.04
4 | Copyright, patents / Intellectual property law 0.03 2 0.06
o} 0.00 0 0.00
6 10 0.00 0 0.00
7 |o 0.00 0 0.00
8 10 0.00 0 0.00
9 |o 0.00 0 0.00
10 |0 0.00 0 0.00

Total EFE Score 1.00 2.73




80 Strategic Insights from Indian Corporates — Management Real-Life Case Studies

Positioning on the IE Matrix
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Based on internal and external factors analysis, Dr Reddy falls in the “Hold and
Maintain” quadrant of the IE Matrix with an average internal score of 2.55 and an
external score of 2.73. This puts the company in a stable position but calls for more
work to maintain its survival in the market while doing away with all the weaknesses
within its system.

Strategic Recommendations

Based on the IE Matrix analysis, two primary strategies emerge for Dr Reddy:
Market Penetration:

Actions: Enhance marketing to protect the current product. Deepen Healthcare providers’
relationships only for the sake of increasing prescription rates. Digital marketing
helps broaden the reach of interaction.

Product Development:

Actions: R&D investments to diversify the portfolio into new products, mainly in
high-demand therapeutic areas. Collaborate with biotech companies for innovative
drugs and uses of technologies that lead to faster drug delivery systems.
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Conclusion

At this juncture, the inherent strengths of Dr Reddy’s Laboratories are being properly
utilized and proper amelioration of certain of the inherent weaknesses is happening
through strategic market penetration and developmental initiatives. This may offer a
competitive play to the company with stronger navigation through the regulatory
hurdles in sustaining the growth trajectory for the company, under rapid complexity
in the pharmaceutical landscape.
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