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THE PREPARED MIND

NARRATIVE PART ONE
Background

Waguluu plc is a biotech company that grows human tissue for wound care and
other healing applications. Backed by venture capital, the company started in
2007 as part of the NHR Cambridge Biomedical Centre, most of its original
scientists being post-graduate researchers. Its commercial potential grew
rapidly and it listed on the London Stock Exchange in 2010.

Today, Waguluu, employs about 350 people and is known for its patented
breakthrough product, Bandex, a clear spray-on bandage. What had originally
started as a hospital-use product for burns victims and surgical wounds,
keeping the affected area free from infection during a prolonged healing
process, has now been modified and is about to be marketed for general use on
all minor burns, cuts and bruises for use by non-medical persons. This is of
special importance in developing countries lacking medical facilities. It’s easier
to use and healthier than gauze or plastic bandages.

Waguluu’s Founder and CEO is Sir John Morton, a Cambridge don and a Nobel
Laureate in Medicine. When he set up the company nearly a decade ago, Sir
John wrote a mission statement that was inspired by the 1943 Johnson &
Johnson “Credo” - which he saw chiselled into the wall of its USA headquarters
in New Jersey when he visited there as a young scientist.

*  We believe our first responsibility is to the doctors, nurses and patients, who use our products
and services. In meeting their needs everything we do must be of high quality.

*  We are responsible to our employees, the men and women who work with us throughout the
world. Everyone must be considered as an individual. We must respect their dignity and
recognize their merit. Employees must feel free to make suggestions and complaints. There
must be equal opportunity for employment, development and advancement for those
qualified. We must provide competent management, and their actions must be just and
ethical.

*  We are responsible to the communities in which we live and work and to the world
community as well. We must be good citizens — support good works and charities and pay
our fair share of taxes. We must maintain in good order the property we are privileged to
use, protecting the environment and natural resources.

*  Our final responsibility is to our stockholders. Business must make a sound profit. We must
experiment with new ideas. Research must be carried on, innovative programs developed and
mistakes paid for. New equipment must be purchased, new facilities provided and new
products launched. Reserves must be created to provide for adverse times. When we operate
according to these principles, the stockholders should realize a fair return.
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Over the last five years Waguluu has grown exponentially. In 2012 it set up a
joint-venture research centre with Asia Biotech plc to explore product
development in tropical markets, and a production facility in Singapore at
Bioplis near the National University Medical Centre to target Southeast Asia and
China markets.

In 2015, enticed by UKTI help and Indian Government incentives, Waguluu, in a
JV with Gupta Biotechnics Ltd, part of a family-owned conglomerate, decided
to set up a manufacturing plant at the Shapoorji Pallonji Biotech Park (SPBP),
located in what’s termed the Genome Valley, near Hyderabad. SPBP is India’s
first state-of-the-art biotech cluster for life sciences research, training and
manufacturing activities. Firms in the area include world-class brands such as
Johnson & Johnson, Novartis, Bayer and Medtronics.

If Waguluu could successfully mass-produce this product, the financial rewards
would be huge; profits would go from millions to tens of millions.

Going into India

The decision to go into India was primarily based on the need to set up a low-
cost manufacturing centre and to secure a vast domestic market where
medical products can be sold without prescriptions. With worldwide sales
growing as the product becomes more accepted by hospitals and general
practitioners, ramping up production in the high-wage UK and Singapore
centres would severely reduce profit margins. In addition, part of the
manufacturing capability of the Singapore operation is being held in reserve to
launch a new product due out in early 2017 for the tropical medicine market.

India was not the only candidate for expansion. Waguluu also spent six months
sending out search teams to investigate manufacturing sites in China and
Brazil. India held the advantage with its better-educated workforce and its
knowledge of English. While the latest World Bank Guide to Doing Business
ranked India’s overall performance at 130% out of 189 countries, compared to
Brazil at 116%™ and China 84", the latter two were experiencing strong
economic downturns and Brazil’s biotech industry was still at a nascent stage.
On the issue of corruption, the Transparency International Corruption
Perception Index ranked both India and Brazil as 76th out of 168 countries,
while China was ranked 83. On the protection of intellectual property, India
ranked 29% out of 30 countries evaluated by the U.S. Chamber of Commerce
Intellectual Property Index, while Brazil was 24t and China 19,
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Working in India, as is the case for most developing countries, posed challenges
for the Sir John Morton and the board of Waguluu. While the reputation of his
Indian JV partner was endorsed by prominent British Government officials and
international bankers who knew the Gupta family or had worked with them, the
family’s financial transactions and various holdings and activities in areas such
as real estate, transport, information technology and the manufacturing of
medical equipment were opaque. Gupta Biotechs Ltd, a two-year-old start-up,
is being driven by the patriarch’s youngest of five sons who had earned his PhD
in biochemistry at Cambridge and now wants to make a name for himself in the
business world.

Sir John’s told is senior staff that one of the things that kept him up at night
was “that it was hard to imagine that the Gupta family businesses could be as
successful as they are without engaging in the business practice of facilitation
payments to get approvals and permits from the government bureaucracy in
India”. Given the UK Bribery Act, Sir John has some concerns on how that
might potentially impact him. “Will this come back to haunt me?’ he asked
them.

Long-term profitability of Waguluu is also an issue. The patent for Bandex was
issued in 2006, when Sir John’s team of scientists invented the formula at
Cambridge University. Under the World Trade Organisation TRIPS agreement, it
will expire in 2026, which means that in ten years India can manufacture a
generic version of the product. India accounts for 22% of the world market of
generic drugs. Sir John wonders whether Waguluu’s marketing & production
capabilities will be strong enough to compete with generic manufacturers in
India in a decade’s time.
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NARRATIVE PART TWO
The Incident

The trial run of the SPBP manufacturing plant was successfully concluded in
two months. Yet in the week that full-time operations were due to start,
customs officials at Hyderabad International airport began a local work-to-rule
operation over an on-going pay & benefits dispute. The human tissue essence
(HTE) is produced in the UK and Singapore under special filtered-air lab
conditions and then flown to India in purpose-built containers to create the final
product in closely monitored and numbered batches.

When the pick-up driver from the plant’s logistics department went to the
airport to collect the latest shipment from the Singapore flight, the customs
officer told him that there was a huge backlog of freight to clear, and to come
back later. When the driver asked when he should return to pick up the
consignment, he was told: “It could take days or weeks”. The driver was
becoming frantic. He took out his copy of the shipping documents and
repeatedly pointed to where it clearly stated that that the consignment was for
medical goods and was sensitive to temperature changes. The customs officer
barked back: “Right now we are buried with paperwork and on top of that,
some of my inspectors are off sick, so don’t bother me.” He paused for a
moment, and then lent over and whispered to the driver: “Go back and talk to
your boss, I’'m sure we can find a way to accommodate you.”

Not only would the hold-up at the airport cause delays and additional costs to
shipping export orders calibrated to a just-on-time supply-chain and delivery
system as the next nearest international point of entry was over 700 km.
away, but if the HTE is exposed to temperatures above 15 degrees Celsius for
more than 72 hours before it is processed and packaged, it can begin to
degrade and could render the product ineffective. In such cases, the skin
barrier is compromised and infections could set in on a consumer’s wounds or
sores.
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POINTS TO REMEMBER

1.

Mission Command is based on the fundamental premise that good people
will use their initiative and make appropriate and timely decisions as long
as they have been given the necessary context and rationale.

. At the heart of Mission Command lies the expression of intent - a

concise and coherent statement of the senior leader’s vision on what is
to be achieved, to what purpose, within what timeframe and with what
constraints.

Adaptable to most management structures, Mission Command is an
effective process of delegation, support and empowerment. It allows for
flexibility and adaptability in difficult situations.

If you are in charge, at whatever level, listen intently, ponder more and
talk less; seek feedback, provide it and make your expectations concise.

. In Mission Command, there is a difference between training and

educating employees. Training is usually done through time-limited
lectures, power-point presentations and short-term exercises. Education
is a continuing process that takes place through consistent supervisor
follow-up, experience-driven opportunities, team discussions, leadership
engagement and an open and collaborative review of when things go
wrong.

When things go wrong it usually means that the higher level intent and
the constraints have not been made clear, or that there has been no
follow-up to check that the appropriate deductions have been drawn by
subordinates. Take the time to see if the procedures by which your
subordinates and their teams operate are inefficient or ineffective.

Allow all employees to learn from their mistakes. It will make them
stronger and will foster a culture of trust, which enables discussions
about the lessons arising from those mistakes. Analyzing failure allows
people to find a path to success.
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Principles of Mission Command

“Serve to Lead”

Unity of Effort
Timely and
effective decision Decentralisation
making
Mutual
Understanding Trust
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NARRATIVE PART ONE - DISCUSSION
QUESTIONS

1.Can you determine Sir John Morton’s priorities from
the narrative, regarding whom he “Serves to Lead”?
Do you agree with them? Do you think they change
over time?

2.Does the company management structure lend itself
to the use of Mission Command?
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NARRATIVE PART TWO - DISCUSSION
QUESTIONS

1.ls there a legal way in which a payment might be
made to the customs officer? Or, do the principles
of Mission Command suggest that there might be
another way to overcome the problem?

2.When responsibility is devolved downwards, does
accountability move with it, or does accountability
stay where it started?

3.If the factory in India used HTE that might have
degraded, and a consumer died as a result of an
infection, might Sir John be liable under the
Corporate Manslaughter Act?

4.How might Sir John prepare for any reputational
implications of such an event? Where would
responsibility for reputational activities lie?

5.Do you feel that there are flaws in the concept of
Mission Command? Does Mission Command lend
itself to commercial life?
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