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Chapter 1  

The Modest Beginning 

Hyderabad, 1994 
The resignation letter sat on my desk for three weeks before I found the 

courage to submit it. 
Not because I was afraid of leaving Ranbaxy—I'd already made that 

decision. But because once I handed over that letter, there would be no more 
steady paycheck, no more company car, no more comfortable predictability of 
working for India's second-largest pharmaceutical company. 

There would just be me, ₹50,000 in savings, and an idea that my wife Meera 
thought was either brilliant or insane. She hadn't decided which yet. 

"You want to do what exactly?" she'd asked when I first explained my plan 
over dinner at our small apartment in Banjara Hills. 

"Start a pharmaceutical company." 
"With what money?" 
"Our savings." 
"All of it?" 
"Well, not all of it. We need to keep enough for rent and groceries for at least 

six months." 
She set down her fork and looked at me the way she looked at our three-

year-old son when he announced he was going to fly to the moon using 
bedsheets as wings. 

"Arjun, do you know how much it costs to start a pharmaceutical company?" 
I did know, actually. That was the problem. According to every industry 

analysis I'd read, we needed at least ₹50 lakhs for basic equipment, another ₹25 
lakhs for working capital, and probably ₹30 lakhs more for regulatory approvals 
and marketing. We had ₹50,000. 
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"I've been thinking about that," I told her. "What if we don't start the way 
everyone else starts?" 

The conventional wisdom was clear: to compete in pharmaceuticals, you 
needed modern facilities, the latest equipment, established distribution 
networks, and deep pockets for regulatory battles. You needed to look like Cipla 
or Dr. Reddy's from day one, just smaller. 

But watching Ranbaxy's operations for five years had taught me something 
interesting. Most of their expensive equipment sat idle 60% of the time. Most 
of their regulatory expertise was applied to routine approvals that followed 
predictable patterns. Most of their distribution muscle was used to push 
products that competed on features any competent chemist could replicate. 

What if the real competitive advantage wasn't having the most sophisticated 
setup? What if it was using whatever setup you had more efficiently than anyone 
else? 

The idea crystallized one afternoon when I was reviewing batch records for 
a paracetamol production run. Ranbaxy's state-of-the-art facility had produced 
50,000 tablets in an eight-hour shift. The equipment was capable of 75,000 
tablets in the same time, but changeover delays, quality checks, and minor 
adjustments had eaten up the difference. 

I started calculating. If we could eliminate those inefficiencies—not by 
having better equipment, but by designing our entire process around minimizing 
downtime—we could match their effective output with much simpler 
machinery. 

The math was encouraging. The logistics were terrifying. 
I called my college roommate Priya Sharma, who'd been working as an 

analytical chemist at a testing laboratory in Pune. 
"I'm thinking of starting a pharmaceutical company," I told her over a 

crackling long-distance connection. 
"Congratulations. How much capital do you have?" 
"Fifty thousand." 
Long pause. 
"Rupees?" 
"Yes." 
Another pause. 
"Arjun, I think you may have misplaced a zero. Or maybe two zeros." 
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"No, I mean fifty thousand. But I have an idea about how to make it work." 
Priya had this wonderful quality of being simultaneously practical and 

optimistic. She could see all the reasons why something wouldn't work while 
remaining genuinely curious about whether it might work anyway. 

"Tell me the idea," she said. 
I explained my efficiency hypothesis. Instead of trying to compete with 

modern equipment, we'd compete with modern thinking applied to basic 
equipment. Instead of building comprehensive capabilities from day one, we'd 
start with one product and perfect every aspect of making it better and cheaper 
than anyone else. 

"Which product?" she asked. 
"Paracetamol. Everyone makes it. Everyone needs it. It's generic, so no 

patent issues. And the formulation is straightforward enough that we can focus 
on process optimization rather than product development." 

"Where would you make it?" 
That was the question I'd been dreading. Manufacturing space in 

Hyderabad's pharmaceutical district cost more per month than our entire startup 
capital. Clean rooms meeting regulatory standards cost even more. 

"I was thinking we could start in my garage." 
The silence on the other end of the line lasted so long I thought the 

connection had dropped. 
"Priya? Are you there?" 
"I'm here. I'm just trying to imagine explaining to regulatory inspectors that 

we're manufacturing pharmaceuticals in a residential garage." 
"We wouldn't start with regulatory approvals. We'd start with perfecting the 

formulation and process using our own quality standards. Once we prove the 
concept works, we'll figure out the regulatory path." 

It wasn't the most conventional business plan. But conventional business 
plans required conventional amounts of capital, which we didn't have. 

Two weeks later, Priya called back. 
"I've been thinking about your garage laboratory idea," she said. "I think it's 

crazy enough to work. When do we start?" 
The day I finally submitted my resignation letter at Ranbaxy, my manager 

asked what I was planning to do next. 
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"Start my own pharmaceutical company," I said. 
He smiled the kind of smile people reserve for harmless delusions. "Best of 

luck, Arjun. The market's always got room for another generic manufacturer." 
I didn't tell him that we weren't planning to be another generic manufacturer. 

We were planning to be the most efficient generic manufacturer anyone had 
seen. 

The difference seemed important. 
My last day at Ranbaxy was a Friday in September 1994. That weekend, 

Meera and I cleared everything out of our single-car garage except her scooter, 
which we moved to the street. By Sunday evening, we had 200 square feet of 
empty concrete space that smelled like motor oil and monsoon dampness. 

On Monday morning, I sat in the middle of that empty garage with a 
notebook and started making lists. 

Equipment we needed. Suppliers we could approach. Regulatory 
requirements we'd eventually have to meet. Safety protocols we'd need to 
implement. Quality controls we'd need to develop. 

Every item on every list cost money we didn't have. 
That's when I realized that our capital constraint was going to force us to 

solve problems that our competitors never had to solve. They could buy their 
way out of efficiency problems. We'd have to think our way out. 

The constraint was going to make us better. 
I just didn't know it yet. 
Priya arrived that Tuesday with two suitcases, a determination to prove that 

analytical chemistry could be done anywhere, and a practical question that 
would shape everything we built over the next five years. 

"So," she said, looking around our garage laboratory, "what's the first thing 
we need to figure out?" 

I looked at our empty space, our modest savings, and our complete lack of 
equipment, distribution, or regulatory approvals. 

"Everything," I said. 
She nodded. "Good. Let's start with something small." 
That something small turned out to be finding a tablet press we could afford. 

It took us three weeks of calling pharmaceutical equipment dealers across South 
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India before we found one willing to sell to a company that consisted of two 
people and a garage. 

The machine was a 1972 model that had been sitting in a warehouse in 
Chennai for two years. Single punch, manual operation, maximum capacity of 
3,000 tablets per hour under ideal conditions. The seller offered no warranty 
and suggested we bring our own truck. 

"How much?" I asked. 
"Fifteen thousand." 
We had ₹35,000 left after deposits on raw materials and basic laboratory 

supplies. Fifteen thousand for equipment meant ₹20,000 for everything else: 
utilities, transportation, packaging materials, and living expenses until we 
generated revenue. 

"We'll take it," I said. 
That decision—buying a twenty-two-year-old tablet press with no warranty 

from a seller who clearly thought we were amateurs—marked the official 
beginning of what would eventually become a global pharmaceutical company. 

But on that October afternoon in 1994, as we watched our equipment being 
unloaded into our garage by three men who seemed personally offended by 
having to deliver machinery to a residential address, it felt like something much 
simpler. 

It felt like two friends with an interesting problem to solve and just enough 
resources to discover whether they were smart enough to solve it. 

The machine took up most of our available floor space. When it was running, 
the entire garage vibrated. When it jammed, which happened frequently, it made 
a grinding noise that brought concerned neighbors to investigate. 

But it was ours. 
And for the first time since leaving Ranbaxy, I felt like we might actually 

know what we were doing. 
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Hyderabad 1994:  
Dr. Arjun Malhotra's Resignation from Ranbaxy 

The air conditioning in Mr. Krishnamurthy's office had been broken for three 
days, and the September heat made everything feel slightly surreal. I sat across 
from my manager's desk, watching him read my resignation letter for the second 
time, his reading glasses sliding down his nose with perspiration. 

"Effective immediately?" he asked, not looking up. 

"Two weeks' notice, sir. As per company policy." 

He set the letter down and leaned back in his chair, which creaked in protest. 
Outside his window, I could see the Ranbaxy production facility humming 
along—three shifts, 24-hour operations, everything running exactly as it had for 
the past five years I'd worked there. 

"Arjun, you know I have to ask. Is this about the promotion?" 

It wasn't, though I understood why he'd think so. The senior formulation 
scientist position had gone to Rajesh Gupta, who had six months less experience 
than me but an MBA from IIM Ahmedabad. These things happened in corporate 
India. I'd made my peace with it weeks ago. 

"No sir, it's not about the promotion." 

"The salary then? Because if it's a competing offer, we might be able to 
match—" 

"I'm starting my own company." 

The words hung in the humid air between us. Krishnamurthy removed his 
glasses and cleaned them slowly with his shirt, buying time to process what I'd 
just said. 

"Your own... pharmaceutical company?" 

"Yes sir." 

"Here in Hyderabad?" 

"Yes sir." 

He put his glasses back on and studied my face as if he were seeing me for 
the first time. "Arjun, do you have any idea how much capital is required to 
establish a pharmaceutical manufacturing facility?" 
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I did have an idea, actually. That was part of the problem. According to every 
feasibility study I'd read, we needed somewhere between ₹1-2 crores for a 
minimal setup. I had ₹50,000 in my savings account and a theory about 
efficiency that might or might not work in practice. 

"I have some ideas about that, sir." 

He opened my personnel file and flipped through it, though I suspected he 
wasn't really reading. More buying time to figure out how to handle this 
conversation. 

"You've been a good employee, Arjun. Punctual, thorough, no disciplinary 
issues. Your formulation work on the diabetes portfolio has been solid." 

"Thank you, sir." 

"So help me understand why you'd leave a stable position with India's 
second-largest pharmaceutical company to chase what sounds like..." He 
paused, searching for diplomatic language. "An ambitious venture." 

I'd been preparing for this question for weeks, but sitting in that stifling 
office, all my rehearsed explanations felt inadequate. How do you tell your 
manager that you're leaving because you're tired of watching equipment sit idle? 
Because you think there's a better way to develop formulations? Because you've 
spent five years following procedures that made sense for a large corporation 
but might not be optimal for actually making better medicines? 

"Sir, I've learned a lot here. About manufacturing, about quality control, 
about regulatory requirements. But I want to try applying what I've learned in a 
different way." 

"What different way?" 

The honest answer was that I wasn't entirely sure yet. I had theories about 
process efficiency, ideas about cost reduction, hypotheses about market 
opportunities that larger companies couldn't pursue profitably. But sitting 
across from Krishnamurthy, those concepts felt fragile and half-formed. 

"I think there are opportunities in the generic market that require more 
flexibility than a large company can provide." 

He nodded slowly, though I could tell he wasn't convinced. "And you think 
you can compete with established manufacturers? Cipla, Dr. Reddy's, even us?" 

"I think I can compete by doing things they can't do." 
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"Such as?" 

That was the question I'd been asking myself every night for the past month. 
What could two people in a garage do that Ranbaxy couldn't do better? 

"Move faster. Make decisions quicker. Focus completely on efficiency 
instead of having to coordinate across departments and hierarchies." 

Krishnamurthy smiled, not unkindly. It was the smile of someone who'd seen 
ambitious young employees before. "Arjun, running a pharmaceutical company 
isn't just about efficiency. There are regulatory requirements, quality standards, 
distribution networks, supplier relationships. These things take years to build." 

"I understand that, sir." 

"Do you? Because from where I sit, it looks like you're trading a secure 
position with clear advancement opportunities for a very uncertain gamble." 

He wasn't wrong. That evening, I'd go home to Meera and our three-year-
old son Rohit, and I'd have to explain why Daddy was giving up his steady job 
to chase an idea that might not work. I'd have to convince my wife that risking 
our savings on pharmaceutical equipment was responsible family planning. 

But there was something Krishnamurthy couldn't see from his air-
conditioned office with its view of the established production facility. He 
couldn't see the inefficiencies I noticed every day. The batch delays caused by 
rigid scheduling. The quality testing bottlenecks that could be eliminated with 
better coordination. The formulation decisions that took weeks to approve when 
they could be made in hours. 

He couldn't see that the very systems that made Ranbaxy successful also 
made it slow. 

"Sir, I appreciate your concern. I really do. But I need to find out if my ideas 
work." 

"And if they don't work?" 

I'd thought about this too. If we failed, I'd be back in the job market with a 
two-year gap in my employment history and a reputation as someone who'd 
made poor career decisions. Not exactly an appealing prospect for future 
employers. 

"Then I'll have learned something valuable about business." 



 The Modest Beginning  11 

He closed my file and leaned forward. "Arjun, I can't officially advise you 
to reconsider this decision, but speaking personally... the pharmaceutical 
industry is very unforgiving to small players. The capital requirements alone 
will crush most startups before they can establish market presence." 

"I understand." 

"The regulatory environment is getting more complex every year. Quality 
standards are tightening. Competition is intensifying." 

"Yes sir." 

"And you still want to do this?" 

I looked out his window at the production facility one more time. Steady, 
predictable, profitable. Everything a rational person would want in a career. 

"Yes sir. I still want to do this." 

He sighed and picked up a pen to sign my resignation acceptance letter. 
"Well, then. I wish you the best of luck. And Arjun?" 

"Yes sir?" 

"Keep in touch. If things don't work out the way you hope, there might be 
opportunities here for someone with your experience." 

I thanked him and stood to leave. At the door, I turned back. 

"Sir, one last question. If you were starting a pharmaceutical company today, 
what would you focus on first?" 

He thought for a moment. "Cash flow. Everything else is secondary. If you 
can't generate positive cash flow within the first year, nothing else matters." 

"Thank you, sir. That's very helpful." 

Walking out of the Ranbaxy facility that afternoon, I felt lighter and more 
terrified than I'd felt in years. The security guard waved goodbye as I left my 
ID badge at the front desk. The receptionist wished me luck with my "new 
venture." 

By the time I reached the bus stop, I was questioning everything. Maybe 
Krishnamurthy was right. Maybe I was trading security for uncertainty without 
adequate justification. Maybe the smart play was to stay, work for the 
promotion next year, build a comfortable career within an established system. 
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But when the bus arrived and I climbed aboard for my final commute home 
as a Ranbaxy employee, I realized something had changed. For the first time in 
five years, I was excited about going to work tomorrow. 

Even if tomorrow's work was figuring out how to convert our garage into a 
pharmaceutical laboratory. 

That evening, I called Priya. 

"I did it," I told her. "I resigned today." 

"How do you feel?" 

I looked around our small apartment—Meera preparing dinner in the 
kitchen, Rohit playing with building blocks on the floor, our modest furniture 
and simple life that we'd built on steady employment and careful savings. 

"Terrified," I said. "But also ready." 

"Good. When do we start?" 

"Monday morning." 

"I'll be there." 

After I hung up, Meera came and sat beside me on our small sofa. 

"So it's really happening?" she asked. 

"It's really happening." 

She took my hand. "Then we'd better make sure it works." 

That night, I couldn't sleep. Not because I was worried—though I was—but 
because my mind kept racing ahead to all the problems we'd need to solve. 
Equipment selection. Supplier relationships. Quality protocols. Regulatory 
pathways. 

Each problem felt like a puzzle waiting to be solved. And for the first time 
in years, I had complete freedom to solve them in whatever way seemed best. 

It was exactly the feeling I'd hoped for when I wrote that resignation letter 
three weeks earlier. 

Tomorrow, we'd find out if hope was enough. 
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The Family Garage Laboratory with ₹50,000 Capital 

Meera's scooter looked lonely parked on the street. 

For three years, it had lived in our garage alongside paint cans, Rohit's 
outgrown bicycle, and boxes of things we'd moved from our previous apartment 
but never quite found places for. Now all of that was crammed into our bedroom 
closet, and the scooter sat outside under a plastic tarp, looking accusingly at our 
kitchen window every morning. 

"I still think this is insane," Meera said, handing me a cup of tea as we stood 
in our newly emptied garage on that first Monday morning in October. 

The space was smaller than I'd remembered. Maybe 200 square feet, with 
concrete walls that showed water stains from last monsoon and a ceiling that 
sloped down toward the back corner where the builders had cut corners thirty 
years ago. The floor was uneven—probably poured by workers who'd had a few 
drinks during lunch—and everything smelled faintly of motor oil and that 
peculiar dampness that Indian garages acquire during rainy season. 

"It's not insane," I said, though I wasn't entirely convinced myself. "It's 
resourceful." 

Priya arrived at nine o'clock sharp, carrying two large suitcases and wearing 
the kind of practical salwar kameez that meant business. She stood in the 
doorway for a long moment, surveying our pharmaceutical empire. 

"Well," she said finally. "It's bigger than I expected." 

"Really?" 

"No. But it has potential." 

We spread our financial situation across a folding table we'd borrowed from 
our neighbor. ₹50,000 in savings, divided into categories I'd written on index 
cards: Equipment, Raw Materials, Regulatory, Operating Expenses, Emergency 
Fund. 

"Equipment budget is ₹15,000," I announced. 

Priya picked up the card and examined it like she was reading Sanskrit. 
"Fifteen thousand rupees for pharmaceutical manufacturing equipment?" 

"Plus whatever we can borrow or improvise." 
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"What exactly can we borrow?" 

I pointed to the corner where my brother-in-law's old mixing equipment sat. 
He'd used it for making food supplements before his business failed last year. 
"That mixer. And I think we can modify it for tablet granulation." 

"And what can we improvise?" 

That was the interesting question. Over the weekend, I'd been walking 
through our neighborhood, looking at everyday items with new eyes. The 
pressure cooker in our kitchen could probably serve as a small autoclave for 
sterilization. The electronic scale Meera used for cooking could handle 
ingredient measurements up to 5 kilograms. Our bathroom mirror was large 
enough to use for visual tablet inspection. 

"More than you'd think," I said. 

The raw materials budget was ₹20,000, which sounds reasonable until you 
realize that pharmaceutical-grade ingredients cost significantly more than the 
industrial chemicals I'd been used to ordering at Ranbaxy. A 25-kilogram bag 
of microcrystalline cellulose—the basic filler for most tablets—would cost us 
₹3,000. The same amount of starch binder would be another ₹2,000. By the 
time we added disintegrants, lubricants, and active pharmaceutical ingredients, 
our raw materials budget could produce maybe 10,000 tablets if everything 
went perfectly. 

Everything never went perfectly. 

"Regulatory budget?" Priya asked. 

"₹5,000." 

She looked at me over her reading glasses. "Arjun, a basic drug license 
application costs ₹3,000 just in government fees. That doesn't include 
consultant fees, testing costs, or documentation." 

"I know. We'll have to phase the regulatory work." 

"What does that mean?" 

"It means we start without proper licenses and figure out the compliance 
pathway once we have products that actually work." 

This was not conventional pharmaceutical business practice. Most 
companies spent months getting regulatory approvals before manufacturing 
their first tablet. But most companies had proper budgets. We had ₹5,000 and a 
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theory that working products would be easier to license than theoretical 
formulations. 

The operating expenses budget was ₹8,000, which had to cover electricity, 
water, telephone, transportation, and anything else we needed to keep our 
garage laboratory running for three months. After that, we'd either be generating 
revenue or looking for jobs. 

The emergency fund was ₹2,000. Enough for maybe one serious crisis, 
provided it wasn't too serious. 

"Questions?" I asked, looking at our financial breakdown. 

"Several," Priya said. "Starting with where exactly we're planning to conduct 
analytical testing." 

I pointed to the corner where I'd set up a folding table next to the electrical 
outlet. "Right there." 

"With what equipment?" 

"I have a basic pH meter from my college days. And we can send samples 
to commercial testing labs for anything we can't do ourselves." 

"How much will commercial testing cost?" 

"About ₹500 per sample for basic dissolution and content uniformity tests." 

She calculated quickly in her head. "So if we test each batch properly, testing 
costs will be ₹500. But our total profit margin per batch needs to cover that 
₹500 plus raw materials, plus equipment depreciation, plus operating expenses, 
plus our salaries." 

"What salaries?" 

"Good point." 

We spent the rest of the morning setting up our workspace. The mixing 
equipment went in the center, where the concrete floor was most level. The 
folding table with analytical equipment went near the outlet. A borrowed desk 
from our living room became our office area, complete with a telephone and the 
notebook where we'd track everything from batch records to supplier contacts. 

By noon, our garage looked like a pharmaceutical laboratory designed by 
people who'd never actually seen a pharmaceutical laboratory. Equipment sat 
on unstable surfaces. Extension cords snaked across the floor. Our quality 
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control area consisted of a magnifying glass and good lighting from the 
overhead bulb. 

"You know what's missing?" Priya asked, standing back to survey our setup. 

"Professional equipment? Proper ventilation? Regulatory compliance?" 

"A sign." 

She was right. We needed something that announced this was a serious 
business operation, not just two people playing with chemicals in a residential 
garage. 

That afternoon, we walked to the local sign painter and commissioned our 
first piece of corporate infrastructure: a small metal plate that read "Malhotra 
Pharmaceuticals - Research and Development Laboratory." 

It cost ₹150, which felt extravagant given our budget constraints, but seemed 
necessary for psychological reasons if nothing else. 

When we mounted the sign next to our garage door that evening, Rohit ran 
outside to see what we were doing. 

"What's that say, Papa?" 

"It says this is where Papa and Auntie Priya are going to make medicines." 

He studied the sign seriously. "Like the medicines Mama gives me when I 
have fever?" 

"Exactly like that." 

"Can I help?" 

I looked at our garage laboratory with its improvised equipment, borrowed 
furniture, and ₹50,000 budget. Then I looked at my three-year-old son, who 
thought making medicines in the garage sounded like the most natural thing in 
the world. 

"You know what? Yes, you can help. You can be our quality inspector." 

"What does a quality inspector do?" 

"Makes sure everything looks right." 

He nodded gravely, as if quality inspection was exactly the career path he'd 
been considering. 
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That night, after Rohit had gone to bed and Meera had stopped shaking her 
head at our garage transformation, Priya and I sat on the folding chairs we'd 
borrowed from our neighbor and tried to plan our first week of operations. 

"Tomorrow we'll call suppliers about raw materials," I said. "Wednesday 
we'll test the mixing equipment. Thursday we'll attempt our first granulation 
batch." 

"And if the granulation fails?" 

"We'll figure out why and try again Friday." 

"And if it fails again?" 

"We'll try again the following Monday. And keep trying until we get it 
right." 

Priya was quiet for a moment, looking around our garage laboratory. "Arjun, 
do you really think this is going to work?" 

I followed her gaze across our improvised pharmaceutical facility. The 
borrowed equipment, the folding tables, the single electrical outlet powering 
our entire operation. It looked less like a business and more like an elaborate 
science fair project. 

"I think it has to work," I said finally. "Because we've just committed our 
entire savings to finding out." 

She nodded. "Good answer." 

We locked up the garage and headed inside for dinner. Tomorrow we'd start 
trying to turn ₹50,000 and a garage full of borrowed equipment into a 
pharmaceutical company. 

But tonight, for the first time since leaving Ranbaxy, it felt like we might 
actually know what we were doing. 

Even if we were making it up as we went along. 
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Meeting Priya Sharma:  
The Analytical Chemist who becomes Co-Founder 

I hadn't seen Priya Sharma in three years when I called her that Tuesday evening 
in September 1994. 

We'd been roommates during our final year at Osmania University—not 
romantic roommates, just two chemistry students who'd been assigned adjacent 
lab benches and discovered we worked well together. While other students 
competed to see who could finish experiments fastest, Priya and I competed to 
see who could get the most accurate results. 

She usually won. 

After graduation, she'd taken a position at Shriram Testing Laboratories in 
Pune, analyzing pharmaceutical samples for various manufacturers. I'd gone to 
Ranbaxy. We'd exchanged a few letters in those first months—this was before 
email became common in India—but gradually lost touch the way college 
friends do when real life intervenes. 

So when I dialed her number that evening, I wasn't entirely sure she'd even 
remember me. 

"Priya? This is Arjun Malhotra. We were lab partners at Osmania." 

"Arjun! Of course I remember. How are you? Still at Ranbaxy?" 

"Actually, that's why I'm calling. I just resigned." 

"Oh no. What happened? Did they downsize?" 

"Nothing like that. I resigned to start my own pharmaceutical company." 

The pause that followed lasted long enough for me to wonder if the 
connection had dropped. STD calls between Hyderabad and Pune weren't 
always reliable. 

"Priya? Are you there?" 

"I'm here. I'm just trying to process what you just said. You resigned from 
Ranbaxy to start your own pharmaceutical company?" 

"Yes." 

"With what capital?" 
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That was vintage Priya. Always the practical question first. In university, 
while other students were debating theoretical chemistry concepts, she'd be 
asking about experimental costs and equipment availability. 

"Fifty thousand rupees." 

Another pause. Shorter this time. 

"Arjun, I'm going to ask this as gently as possible. Have you calculated how 
much it actually costs to start a pharmaceutical company?" 

"I have. And I think there might be a different way to approach the problem." 

"What different way?" 

I'd been rehearsing this explanation for weeks, but sitting in our small living 
room with Rohit playing at my feet and Meera cooking dinner in the kitchen, 
my grand theories about efficiency and constraint optimization suddenly 
sounded flimsy. 

"What if we started smaller than anyone has tried before? What if we focused 
on perfecting one product with minimal equipment instead of trying to build 
comprehensive capabilities from day one?" 

"Go on." 

"At Ranbaxy, I've spent five years watching expensive equipment sit idle 
because of scheduling inefficiencies, quality delays, changeover times. What if 
we could eliminate those inefficiencies by designing our entire process around 
a single product?" 

"Which product?" 

"Paracetamol. Basic, essential, good market demand. And simple enough 
formulation that we could focus on process optimization rather than product 
development." 

I heard her breathing through the phone line, which meant she was thinking. 
Priya had this habit of taking audible breaths when she was processing complex 
information. 

"Where would you manufacture this paracetamol?" 

"My garage." 

"Your residential garage?" 
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"Initially, yes. Just to prove the concept works. Once we demonstrate 
efficiency and quality, we'd scale up to proper facilities." 

"Arjun, do you understand the regulatory implications of manufacturing 
pharmaceuticals in a residential garage?" 

"I understand that we can't sell products manufactured in non-compliant 
facilities. But we can perfect formulations and processes before investing in 
regulatory compliance." 

Another breathing pause. 

"And you want me to... what exactly?" 

This was the question I'd been dreading. What exactly was I asking her to 
do? Leave her secure job at a reputable testing laboratory to join two people and 
a garage in a venture that violated most conventional business wisdom? 

"I want you to be my co-founder. Handle analytical testing, quality control, 
process optimization. Equal partnership." 

"Equal partnership in a company with fifty thousand rupees in capital?" 

"Equal partnership in whatever the company becomes." 

The conversation was interrupted by long-distance line static, but I could 
hear her thinking through the silence. 

"Arjun, I have a steady job here. Good salary, interesting work, career 
advancement opportunities. The laboratory is well-equipped, properly 
regulated, professionally managed." 

"I know." 

"So help me understand why I would leave all that to join your garage 
experiment." 

It was a fair question. What could I offer that would compete with security 
and professional recognition? I looked around our modest apartment, thought 
about our ₹50,000 savings, considered our complete lack of equipment, 
facilities, or regulatory approvals. 

"I can't offer you security, Priya. I can't offer you professional prestige or 
comfortable working conditions." 

"What can you offer?" 
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"The chance to find out if we're smart enough to solve problems that 
everyone says are impossible to solve with the resources we have." 

"That's it?" 

"And the chance to build something that's completely ours. Every decision, 
every process, every innovation—we'd own it all." 

She was quiet for so long I started to worry I'd overplayed my hand. Maybe 
the appeal of entrepreneurial freedom wasn't as compelling as steady 
employment and proper laboratory facilities. 

"Can I ask you something?" she said finally. 

"Of course." 

"Why me? There are probably analytical chemists in Hyderabad who 
wouldn't require relocation." 

I'd thought about this question for weeks before calling her. There were 
indeed local chemists available. Some with more experience, some with better 
equipment access, some who might work for lower compensation. 

"Because you're the only person I know who thinks like I think." 

"What do you mean?" 

"Remember our quantitative analysis class? Professor Reddy would give us 
experimental procedures, and everyone else would follow them exactly. But 
you'd always ask whether there was a more accurate way to get the same result." 

"I remember." 

"And you'd redesign the procedure to eliminate potential error sources. Not 
because the original procedure was wrong, but because you could see how to 
make it better." 

"That's just good analytical technique." 

"No, it's systematic thinking. It's seeing inefficiencies that other people 
accept as normal. That's exactly what we need for this venture." 

I heard her exhale slowly. "Arjun, even if your efficiency theories are 
correct, starting a pharmaceutical company requires more than analytical 
chemistry skills. You need regulatory expertise, marketing capabilities, 
distribution networks, financial management." 

"You're right. We'd have to learn most of those things as we go." 
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"And you think we can learn them fast enough to succeed before our money 
runs out?" 

"I think we have to find out." 

She laughed, which I hadn't expected. "You know what's funny? This is the 
most interesting problem anyone's offered me in three years." 

"Is that a yes?" 

"It's not a no. But I need to think about it." 

"How long do you need?" 

"Give me a week. I want to research startup costs, regulatory requirements, 
market conditions. If I'm going to make this decision, I want to make it based 
on data, not just enthusiasm." 

That was perfectly reasonable, and also perfectly Priya. She'd want to 
analyze every variable before committing to anything as significant as leaving 
steady employment for entrepreneurial uncertainty. 

"One week. I'll call you next Tuesday." 

"Arjun?" 

"Yes?" 

"This garage laboratory of yours. What kind of analytical equipment do you 
have?" 

"I have a basic pH meter from college. And access to commercial testing 
labs for anything more sophisticated." 

"Commercial testing labs charge about five hundred rupees per sample for 
basic pharmaceutical analysis." 

"I know." 

"So every batch we test will cost five hundred rupees, but our profit margin 
per batch needs to cover testing costs plus raw materials plus equipment 
depreciation plus operating expenses." 

"That's the challenge, yes." 

"Hmm. Interesting challenge." 

After I hung up, Meera asked how the conversation had gone. 

"I think she's interested. But she wants a week to research the feasibility." 
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"What did you tell her about salary?" 

"Equal partnership." 

"Equal partnership in what? We don't have a company yet." 

"Equal partnership in whatever company we build." 

Meera shook her head, but she was smiling. "You're asking her to bet her 
career on your garage experiment." 

"Yes." 

"And you think she'll do it?" 

I thought about Priya's questions, her systematic approach to evaluating the 
opportunity, her comment about it being an interesting challenge. 

"I think she might." 

The week passed slowly. I spent the days clearing out our garage and 
researching equipment suppliers. Meera spent the evenings questioning whether 
we were making the right decision. Rohit spent his time asking when we were 
going to start making medicines. 

Tuesday evening arrived with monsoon clouds gathering over Hyderabad. I 
dialed Priya's number at exactly seven o'clock. 

"I've been expecting your call," she said before I could introduce myself. 

"And?" 

"I've spent the week researching pharmaceutical startup costs, regulatory 
pathways, market opportunities for generic manufacturers. I've also talked to 
three analytical chemists who've worked with small pharmaceutical 
companies." 

"What did you learn?" 

"I learned that everything you've told me about the challenges is accurate. 
Starting a pharmaceutical company with minimal capital is extremely difficult. 
The regulatory environment is complex. The competition is intense." 

My heart sank. "So that's a no?" 

"I also learned something else." 

"What?" 
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"None of the people I talked to had considered your approach. They all 
assumed pharmaceutical startups need to look like miniature versions of large 
pharmaceutical companies from day one. Nobody had thought about starting 
with radical efficiency optimization." 

"And?" 

"And I realized I've spent three years doing routine analytical work for other 
people's products. I'd rather spend the next three years solving impossible 
problems for our own products." 

"Does that mean yes?" 

"That means yes. When do we start?" 

Two weeks later, Priya arrived in Hyderabad with two suitcases, a 
determination to prove that pharmaceutical analysis could be done anywhere, 
and a practical question that would shape everything we built over the next five 
years. 

"So," she said, standing in our garage and looking around at our borrowed 
equipment and improvised laboratory setup, "what's the first problem we need 
to solve?" 

I looked at our empty space, our modest capital, and our complete lack of 
regulatory approvals, distribution networks, or market presence. 

"Everything," I said. 

She nodded and rolled up her sleeves. "Perfect. Let's start with something 
small." 

That something small turned out to be figuring out whether we could actually 
make tablets in a residential garage that would meet our own quality standards, 
never mind regulatory requirements. 

But for the first time since leaving Ranbaxy, I felt like we had the right team 
to find out. 
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First Constraint Identified: Limited Working Capital 

The numbers didn't lie, but I kept recalculating them anyway. 

It was our third week in the garage laboratory, and Priya had just finished 
our first successful tablet compression run. Fifty paracetamol tablets sat on our 
folding table, looking remarkably like actual pharmaceutical products. They 
were the right size, the right color, and when we tested them with our borrowed 
dissolution apparatus, they released their active ingredient at exactly the rate 
specified in the pharmacopeia. 

We should have been celebrating. Instead, I was staring at a notebook full of 
calculations that told an uncomfortable story. 

"Raw material cost per tablet: ₹0.75," I read aloud. "Labor cost per tablet: 
₹0.15. Equipment depreciation per tablet: ₹0.10. Total manufacturing cost: 
₹1.00." 

Priya looked up from the analytical balance where she was weighing 
ingredients for our next batch. "That sounds reasonable. What's the problem?" 

"The problem is cash flow." 

I showed her my calculations. To produce 1,000 tablets, we needed ₹750 in 
raw materials upfront. To produce 10,000 tablets—the minimum quantity most 
distributors would consider purchasing—we needed ₹7,500 in raw materials 
before we could generate a single rupee of revenue. 

"How long does it take to collect payment after we deliver tablets?" Priya 
asked. 

"Based on what I learned at Ranbaxy, most distributors pay within sixty to 
ninety days of delivery." 

She set down her measuring spoon and did quick mental arithmetic. "So we 
invest ₹7,500 in raw materials, spend two weeks manufacturing, deliver the 
products, and then wait ninety days to get paid?" 

"Exactly." 

"And during those ninety days, we need to eat, pay rent, and probably 
manufacture more batches to keep the business growing." 

"That's the constraint." 
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We sat in silence for a moment, contemplating our cash flow reality. With 
₹35,000 remaining from our initial ₹50,000 capital, we could afford to produce 
maybe four batches of 10,000 tablets each before running out of money. If 
everything went perfectly—no equipment failures, no rejected batches, no 
delayed payments—we might achieve positive cash flow by month four. 

Everything never went perfectly. 

"What do pharmaceutical companies typically do about working capital?" 
Priya asked. 

"They start with enough capital to carry them through the first year of 
operations. Or they get bank loans secured against their equipment and 
inventory." 

"How much would banks typically lend us?" 

I laughed, though it wasn't particularly funny. "Banks don't lend money to 
two people operating out of a residential garage with no financial history, no 
regulatory licenses, and no established customer base." 

"So we're back to our original ₹35,000." 

"We're back to our original ₹35,000." 

Priya walked to the garage door and looked out at the street, where her 
scooter was still parked under its plastic tarp. "Arjun, can I ask you something?" 

"Of course." 

"When you were planning this venture, how did you imagine we'd solve the 
working capital problem?" 

It was a fair question. During my weeks of business planning, I'd focused 
primarily on technical challenges: equipment selection, formulation 
development, quality control procedures. I'd calculated startup costs and 
monthly operating expenses, but I hadn't fully grasped the cash flow dynamics 
of manufacturing businesses. 

"I assumed that if we could produce good quality products at competitive 
prices, customers would pay us quickly enough to fund continued growth." 

"But that's not how pharmaceutical distribution works." 

"No, it's not." 
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She came back to our improvised desk and picked up my cash flow 
projections. "So what's our actual constraint? Is it production capacity? Quality 
capabilities? Market access?" 

"It's none of those things. Our constraint is the gap between when we spend 
money on raw materials and when we collect money from customers." 

"Working capital." 

"Working capital." 

This realization was both depressing and oddly liberating. Depressing 
because it meant our technical achievements—successfully developing 
formulations, achieving quality standards, optimizing manufacturing 
processes—were secondary to a simple financial timing problem. Liberating 
because it gave us a specific problem to solve rather than a vague challenge to 
overcome. 

"So the question becomes," Priya said, "how do we maximize our business 
growth given that working capital is our limiting constraint?" 

I pulled out a fresh notebook and started writing. "If working capital is the 
constraint, then every business decision should be evaluated based on how it 
affects cash conversion cycles." 

"Meaning?" 

"Meaning we need to focus on products and customers that generate cash 
faster, not necessarily products and customers that generate the most profit per 
unit." 

This was counterintuitive. Most business planning focused on maximizing 
profit margins. But if we were constrained by working capital, a product that 
generated 50% margins with 120-day payment terms was less valuable than a 
product that generated 30% margins with 30-day payment terms. 

"What kinds of customers pay faster?" Priya asked. 

I thought about the payment practices I'd observed at Ranbaxy. "Hospitals 
pay slower than retail pharmacies. Government contracts pay slowest of all. 
Small distributors pay faster than large distributors, but they order smaller 
quantities." 

"So we should target small distributors initially?" 
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"We should target whoever gives us the best combination of payment speed 
and order volume." 

We spent the rest of the afternoon recalculating our business model based 
on cash flow optimization rather than profit maximization. Instead of targeting 
large distributors who might place orders for 100,000 tablets but pay in 90 days, 
we'd target smaller distributors who might order 25,000 tablets but pay in 30 
days. 

Instead of developing a diverse product portfolio that maximized market 
coverage, we'd focus on products with the fastest inventory turnover rates. 
Instead of building up inventory to improve economies of scale, we'd 
manufacture in smaller batches timed to customer demand. 

"This changes everything," Priya observed. 

"How so?" 

"Our equipment needs, our production planning, our customer targeting, our 
inventory management. If we're optimizing for cash flow rather than efficiency, 
we need different strategies for everything." 

She was right. Working capital constraints would force us to operate 
differently than we'd originally planned. But maybe that wasn't necessarily bad. 

"You know what's interesting?" I said, looking at our revised calculations. 
"Our competitors probably don't face the same working capital constraints we 
do." 

"Because they have access to better financing?" 

"Because they have access to any financing. Which means they can afford 
to optimize for different variables than we can." 

"Such as?" 

"They can afford to pursue large customers with slow payment terms. They 
can afford to build inventory for economies of scale. They can afford to develop 
products with longer payback periods." 

Priya nodded slowly. "So our constraint forces us to compete in market 
segments that aren't attractive to well-funded competitors." 

"Exactly. Small distributors, fast-paying customers, quick-turnover 
products—those might not be interesting to companies with unlimited working 
capital, but they're perfect for us." 
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That evening, I called three small pharmaceutical distributors in Hyderabad 
and explained that we were a new manufacturer specializing in fast delivery and 
flexible payment terms. Two of them agreed to meet with us the following 
week. 

The meetings went better than expected. Both distributors were frustrated 
with larger manufacturers who demanded minimum orders of 50,000 tablets 
and insisted on 90-day payment terms. They were interested in working with a 
manufacturer who could deliver 10,000 tablets on 30-day terms. 

"The question is," said Mr. Patel from City Pharmaceuticals, "can you 
actually deliver what you're promising?" 

"We can deliver quality products on time," I told him. "And we're small 
enough that every customer matters to us personally." 

"What about pricing? We can't pay premium prices just for better service." 

This was the crucial test. Our manufacturing costs were actually higher per 
unit than larger manufacturers because we couldn't achieve the same economies 
of scale. But our cash flow optimization meant we could accept lower margins 
in exchange for faster payments. 

"Our prices will be competitive," I said. "And our payment terms will be 
better than anyone else you're working with." 

He ordered 10,000 paracetamol tablets with payment due fifteen days after 
delivery. 

Walking back to our garage that afternoon, Priya asked, "Do you realize 
what just happened?" 

"We got our first customer?" 

"We identified our competitive advantage. Every other manufacturer in this 
market is optimizing for scale and margins. We're optimizing for cash flow and 
service. That's not a constraint—that's a market position." 

She was right. Our working capital limitation was forcing us to compete in 
ways that established manufacturers couldn't easily match. They were 
optimized for large orders and long payment cycles. We were optimized for 
responsiveness and cash flow. 

"So our constraint is actually teaching us how to succeed?" I asked. 

"Our constraint is teaching us how to succeed differently." 
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That night, I updated our business plan to reflect our new understanding. 
Instead of viewing working capital as a problem to be solved, I started viewing 
it as a focusing mechanism that would drive all our strategic decisions. 

Products would be selected based on inventory turnover rates. Customers 
would be prioritized based on payment terms. Manufacturing schedules would 
be designed around cash flow optimization. Marketing would emphasize speed 
and service rather than scale and sophistication. 

Six months later, when we'd achieved positive cash flow and were 
considering our first equipment upgrade, I realized something important: we 
hadn't eliminated our working capital constraint. We'd learned to exploit it so 
effectively that it had stopped limiting our growth. 

The constraint had shifted to production capacity. 

But by then, we understood that constraints weren't problems to be 
eliminated—they were teachers showing us how to build sustainable 
competitive advantages. 

Our working capital constraint had taught us our first lesson: when you can't 
compete on scale, compete on speed. When you can't compete on financing, 
compete on service. 

It wouldn't be our last lesson, but it was our most important one. It taught us 
that limitations could become advantages if you were willing to think 
differently about what business you were really in. 

 

 

 
 

 

 

 




