The Shriram Group has a unigue way of creating entrepreneurs
both within and outside the organisation. nirva varabarasan

Abhaya Kumar, Vice Chairman, LifeCell
International (56), was both excited and
worried. He was excited because Tricell, a
company that he recently floated to do
clinical research and trials on the thera-
peutic usage of stem cells, was an excellent business
proposition. But with the world just about getting to
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know about stem cell research and the typical long
drawn process of clinical researches, funding the project
was proving to be difficult. He approached the Shriram
Group, whose Founder-Chairman R. Thyagarajan readily
agreed to take 20 per cent stake and fund Rs 7 crore. "As
a partner, the Shriram Group never interferes in the
running of the organisation. It offers valuable inputs




Partners, not just top management: (L-R) Murali Malayappan, MD, S
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Shriram Group creates wealth by...

@ Lending to over 6 lakh truck owners.
One in five trucks on Indian roads

@ Providing consumer finance to over
five lakh customers, especially SMEs.

@ Offering life and general insurance

@ Undertaking turnkey engineering
projects in the fields of energy, waste

@ Building residential and commercial
properties, including SEZs.

® Developing software products in life
sciences and production-supply chain
management verticals.

..And promotes entrepreneurship

Outside the group by
® Funding entrepreneurs directly and through

@ Helping people below poverty line,
especially women, start their business
through microfinance.

Within the group by

@ Sharing the promoter's wealth with the
top managers and thus making
them partners.

hriram Properties; T. Shivaraman, MD & CEO, Shriram EPC; H.R.

Srinivasan, Director, Infrastructure Division, Shriram Group ; R. Thyagarajan, Founder-Chairman, Shriram Group; R Sridhar, MD, Shriram
Transport Finance Company; Akhila Srinivasan, MD, Shriram Life Insurance; and J.S. Gujral, CEO & MD, Shriram General Insurance

on regulations, taxes, governance and on anything we
ask,” Kumar says. Manipal Accunova, a contract research
organisation and a leading player in biotechnology and
the clinical structure space, also has a similar story to tell.

Interestingly, the Chennai-based Shriram Group,
which has seen its prolits (excluding closely-held firms)
surge from just Rs 83 crore in 2004-05 to Rs 834 crore in
2008-09 (a compounded annual growth rate of 78 per
cent) with revenues of Rs 7,390 crore (2008-09) and
assets worth Rs 38,500 crore under management, is

neither a venture capitalist nor a project finance
company. Bulk of its revenues (Rs 6,034 crore) come
from financial services—truck finance (it funds one in
every five trucks that run on Indian roads), consumer
loans, chit funds and the insurance business. It also operates
in the Ir, realty and engineering sectors.

“We believe in encouraging enterprise and entre-
preneurship,” explains Thyagarajan in a very simplistic
way. In fact, creating entrepreneurs is a passion for
him—something he has done for years. What is inter-
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“'Shriram offers valuable inputs on regulations,
taxes, governance and on anything we ask”
S. ABHAYA KUMAR/ VICE CHAIRMAN/LIFECELL INTERNATIONAL

esting is that now he has put in place a formal structure
to foster entrepreneurship not only outside but also
within the group.

The Trust
In November 2006, Thyagarajan did something that he

always wanted to do. He made good his promise of sharing
his wealth with his management

team who had contributed to the 4666
group's growth. He floated a trust '
to govern the holding company,
Shriram Capital, which houses the
promoter's shareholding. Through
the trust, 75 per cent of the pro-
moter's holding would be transferred
to the management team upon their
retirement, thereby making them
owners of the group. There are two
tiers of owners. Those who have con-
tributed the maximum for the
group’s growth, currently 12 mem-
bers (with a scope to increase this
to 22) are in the top tier and would
get on an average 2 per cent of the
shareholding. The next tier com-
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THE NUMBERS

Financial services account

for bulk of the group's
revenues and profits.
101
9

mm Profits
Figures in Rs crore, for the year 2008-09

prising 22 members (with a scope
of increasing this further by an-
other 8 members) would get an
average 1 per cent. Thyagarajan
himself will get only 2 per cent
along with others in top rung. The
remaining 25 per cent, currently
valued at Rs 500 crore, has been
reserved for entrepreneurship de-
velopment, Tricell and Manipal
Accunova are the earliest benefi-
ciaries from this trust. That apart,
the group has joined hands with
rvs Group and invested
(again from the trust) in the
Rs 100-crore Tvs-Shriram Growth
fund, a 50:50 venture fund initi-
ated by Tvs Capital. This fund would
look at mid-cap businesses from
emerging cities.

The entrepreneurship promo-
tion is not restricted to organised
businesses alone. Microfinance is
the tool that the group is using to

drive entrepreneurship in the lower
strata of the society. Akhila
Srinivasan, Managing Director,
Shriram Life Insurance, who has
taken up the work, is currently redistributing the profits of
Shriram Consumer Finance this way and has helped uplift
one-and-a-half lakh women out of poverty. “We have
helped fruit sellers, tyre retreaders and others to set up
small shops. About Rs 12 crore is the current year budget
with a plan to tap 35,000 beneficiaries,” she says.
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Wiser by Experience

Though Thyagarajan's passion for
entrepreneurship development is
well-known, what makes the top
management follow his footsteps?
They too have taken up the mission
very seriously. More than latter's in-
fluence, the reason appears to be the
senior managers’ experience within
the group. Says Murali Malayappan
who became Managing Director of
Shriram Properties at the age of 29,
“Thyagarajan trusted me when I
was wet behind the ears with the
venture and gave me full freedom
in running it.” Similarly, R. Sridhar,
Managing Director, Shriram
Transport Finance, was empowered
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