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Auto’

Ancillary Czar

There are auto component vendors, and then there is Baba Kalyani. His
Bharat Forge is already the world's #2 forgings maker and now, with a siring
of acquisitions, he's going after the global markets. riiva siunvasan
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tlie Bharar Forpe

manufctunng fi

clities i Mund-
biwa, Tene—a meachining unit fior
heavy crankshafos {used m com-
meraal vehackesi—and you could
be forgiven for wondering iF the
sompiey had diversfied into some
kind of lnboratory-hased business
sich 2 life sctences. Inside the air-
condsioned faclty are Rully auto-
imeified] production lines, and if you
are looking for the components
1|'|l.-'_|.' .,.'|||1|n'| Cuar, :.-:m 'r'.-'r‘.-tlld |'|L"I'."d in ]
peet theough plass encasing atop
line= ||r'|._1:|1'rr|'||||i,-:r seresns thar fbsh
u plethioes of graphs and figures, As
foor the shop floor workers, chere
are just a handful, and each one of
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them s busy strmg into serecis,

awzmneally wesiking some picoe of

equipment. The wirt, which pro-
duces Bs 1 10crore worth of arank-
shafis annually, can be manmcd by
all aof seven people, “Sec thar grind-
g amitF” porines out Bharar Foree's
Chairman and Managing Director,
Baba Kalyami, who's mken rime
ot of his daily shopfloor walk
point out a few things o rhis
reparier, “well, that has been sup-
plied by o German manufacturer
whise service personnel are aval-
able 247, AT seed o do s send
e a query friom that terminal
over there and soamseone siming in
thie Black Forest remon of Germany
will have the problem sorred our
within five minunes.”
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Renault, shifted production
to India, with £10 rnﬂhm in

| annual exports

Got 10 key customers such

vendor gerting excited aver
vechmwlomey might seem owdd, Ham
Kalyami's gmt gpoos] reasom 1 b,
and the Facr thar he stadicd
mechameal cnpgmeering a1 the
Massachusetts Institure of
Technology ouemy. (s, s onby part of
it Tha mwsre iapoctant reason 5
thar roday, in the highly frage-
mented auto composients indus-
iy sl choractersed |1:. rmer-amad
TR Limhils, |:':.;.I|}.'||I| Teas b absbe 1
EIMErPEe Wiy oyt raf the crovad,
He's alieady the second larges
foorgings manufacnerer m the world
(second anly re Gerousy 'y
Thyssenkruppt and is on his way
o brcommangs ane napertant globial
rier-F vendor wirh full senvoe capre
Bality, snchechog design, develop-
ment d!lLI manufacture "l{ wr
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car market and §peuaﬁsahun
- in chassis components and
stEH'lng hnummmrnrs

K% bl b cm v AN CAC0°G (R [NV P MSIRCTE MY




|.":'|r|||'"|:|l||.'|'||1- ""-IJ'.-I'I =15 '.'Ilj.’.ll'll.' -.“'“-I
chassis parts, Cwver the Luse five years,
he's spent mire than Bs 5060 crore
ACCUI AN COMPANIEs I Sounines
such as the vk, s and Dermany
{See Trailblazing Acqursitians)

r‘l.pj'Llrl.'an.', hit"s i|.|'.l Brd st
an his acquisition spree. When A
wisiiE By peess, thefe were roports
[demied by Bharar Forgel of Kalyani
eveing the light vehicle afrermar-
ket af s th-based partmer, Arvin-
Meritor. In any case, Kalyvam plans
fo st up three more Bisrech vmins
like the crankshafr facility over the
et 1B momths, Tvesiors, mcan
while, are lapping wp the Rharar
Forge stock—never mind thar net
mearging are down due o poir jared-
icabliry of the .1;.':|::in:-l COMENTIES,
Sce July lasr year, the stock has
dovbled n ilrin. . !‘:-.!-:. LR Th [ |-'II1;.‘_-
tissie conpany teacker and analyan
‘I:'ﬁupl‘t' ﬂmng'l'.r {kalyam) wos orzy
when he went on a technolop
binge abour a decade ago ol ins-
talledl ane of the most expensive
proesses—a 13, (00-tom caprecity oo
for Ashok Leyland, Bur he was
always ahead of the corve wlicat it
camie 1o technology, The company
huas become to e amsallioies wha
Infesys s o rechnology.”

: Tier-1 Play

2 The compartson is felling. Just as
Baba Kalyani: G ] “ Infosys is coamidersd o prosy for the
. i1 industry, Bharmt Forge has now
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. (P anlrﬂunmdwh Federal anu Imatra Kilsta AB and its subsidiary
1 EWAI] T ¥ Scottish Stampings
'mﬂiﬂmmamul Crofe)  DEAL SIZE
EE-,EI miilion {Rs 35.91 :m} sRMtEsiceenerns. €454 milllon® (Rs 241,15 crore)
. swmeoceeerrs:  Obtained a manufacturing  sTaeTeaic seReRTs.
| Gotafootholdin presence in North America  Further strengthens the company’s dual shoring
- production of lighter anda slmiﬂnant leg-up and full-service supply capability across core
- components, for which for the company's enging and chessis components for cars and truchks
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.-.m11lnlml i1-u,'|l v 1he oo
components belbwether, And
T IT: |.-|||||.|'l.|.||l.'\ locins ol
T (4] l||-|.'|g. tluar |was st ar apart
frasmm amuong thie 1 50-pdd
forgings compames (i che
coumiry. Amd, mzam, it osothe
fiscus on rechnology thar will
take ot towands i ambitions
pesal oof being a billion-dollar
commiprany by 2007 -08, How?
T'o answer that, one needs
fur mnderstand the shift that's
happening in the glohal ango-
iohive idusary. Becanse of
rising costs, capacity phoe and
sBibter conmgwel b, the car-
makers who traditionally
Bommnated the nurkers (think
General Motors, Ford and
Eraienlerheyslery are under
e nakiots presag tir ot costs,
hat prssurc, illi."l-ililh‘]}. 11 |.1-|:III.;.|.'.
o] o 1o parts supplicrs, forcimg
them to cather seck |..||-|.';l|1|.1r AN
fcturing locations wr shur shap,
That"s oo reason why man-
fscturing units in Europe and, o
an extent, the Us, are up for sale
Al I'I,Irﬂ,li'll I'I'Ii.:l."l.l ,1|'|I,I -L'fll'l"il.l]"ill!.:
frwi Adckimscy cstiisares aursore-
(i |'|-||l|'|1liﬂ at 52025 hillion
(Ks BH AN crore o Bs | LIGIMHE
crare) owver Bhe nexe 10 years Says
kalvani: “Indian companies have
become competitive, they have
bridyged the gap on gqualicy bat
still rein che Mw-cimg soruciure,
wilnibe the global players are unider
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Growth In A Hurry

Hiharat Forgn s mvenimes i gmown
mere than four bmes in fvm years.  ggy g
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trevnemsbons pressure, Many o them
will ke raken over by companics
wath  boweer cost strociure,”

For a vendor like Bharar Forge,
smapping up sich companies makes
eminent sense. Ie already has Jow-
cost manufacturing advantage,
which means thar a significant part
ulf the I"lrI.:I'JIJL‘IiIIII can be moved to
India. What it doesn't have s the
high-end rechnology amd the all-
impartant OF (read: the vehicle
mernbictiorer) relatomship, While
atscas can be risky, the other oprion,
which = 1o gt customers and then
start buabding manufacturing capa-
ciry for them, s cqually risky,

There's another rewson why a

b0 BE-E0 55
milmm  milen millon
TaLr i rare o b A i
Pl etk il

preenficld investment {unles
it"s for el existing vasioniers)
is o ioee 4 fealiste opo.
BaYS 3 Senior M SOmiponents
inclusery executive: =There's
absolurely no lead tme avail:
able in this bisiness mwmaore,
s expect you o start deliv-
ering the moment they place
the orders,™ And, of coure,
they need a local face wher-
ever their Factory s, so h.11.'|1|.3
a fron-end helps immenscly,

“Betting The House"
It 1% to Kalvami's credit that be
understood the impormince of
technolopy early one In 1971
when he returned from sir m
jevin bies Father's sig-vear-old
foargzingss comipary, De nist have
seen a disconnect between India’s
closed suromotive industry and
Ammeric’s still-rosarmg Do gants,
"My fiest iden wn tor sesirmiluge ecli-
nelogy in the company as fast &
poesible,” recalls Kalyan, While the
VOLNG engineer L"-.pn.:l:l,'d ENTICENIIL,
the fiest few vears marned out e be a
brecie, He ﬁn1 wenil alsaue reor
panisimg busimess processes Lo
i regsed [ whsction, and berween
1972 and 1975, Blarear Forge dou-
Bled production every year, *Tlu
generated an energy in the com-
oy amsd wais moriviting for every-
one,” he says

I ehie lae 70s, Badyami fely ghe
need for technologicd sophisscson

Not So Small
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in 1he exinting product mix of crank-
shafts, asles and steering knockles,
Tor ddewedonp eechmology from serach
was near inpossible, so Kalyani
ropped i foreign collaborators like
Ruockswell liveriationsl and Bendis
Corporation for axles and brake
svsteins, respectively. "The industry
ingenguEm meandt that we had o
wse technnlogy 1o differenriare our-
selves,” explains Kalyani,

The strategy paid off. By the
carly #0s, Bharar Forge had starred
exporting to more sophisticated
Russian markers, and by the middie
of the decadke, when the Japanese
light commercial vehicle (10w wave
wami, 1 bepan o manufacture w
the exacting standards of Japanese
oks, “The Japanese experience
taughe me thar simply low cost of
labsiir woruld not get us nowhere.
We needed to get technology wo
drive this business,” savs Kalyvani.

The first steps towards mod-
ernisation were tken in 1989, I a
phase thar Baba Kalvani®s 30-year-
obd son Amit, ako an 4T alumnss,
refers tooas one where they “het
the howse™, It's casy 1o sce why.
The commpeeny inveseed Bs 150 crore
in rechnology when s revenues
were abour s much, Precisely whan
they invested inowas Wein Garten
Serew Press plongside CAVCAM sys-
ieinis and 1T ifrostruciune fo citer By
the new |'I|'L'-|;LI.T|'.H:II1 |il'ln."i.r aand ln'ing—
ing in new talent that could work
i ths infractrucare, This was
clenrly the single poinr when the
company broke away from all s
comipencors, “The media had saad 1
wias poing 1o bring the company
down at the e, but it tomed o
for I e Bt ehamng e Dicd clone; ot
propelicd our move into the Us
imarket,” says Kalyani,

Exposts started we pick up i the
Wis pnd proved a lifesaiver when
the doomesese marker went into 2
tailspin in the mid-20s. However,
even tocay, Bharat Forge is irgely
dependent on the aito secror and
that deses worry some analysres,
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“Abso, dhse 1o bow enry barrior, ir's
easy for new encromits o set up shop,
thaugh we don't see Bhara Forge
FAcing any serious comperition in
the next three to four years, jiven is
soale and rechnical prowess,”™ savs
Chieag Shah, an amsalvst o Chiaoihm
[nfuarmeation Services,

The New Landscape

Juse the swime, H;'I'."""""i =mn'e T.11;,|11|';
any chances. Densking is the new
rukialra, and ie i B [ |mp-|1n|.rn|'.
buy 0bs Agaquire customers across the
wiorld and service them from g
many poin as possible (hence,
acquisitions in the UK and the 1s).
Kalyani even has a name for this
strategy: It's called dwal-shoring,
mening; that Bharat Forge can splic
manufacturing for overscas
custommens berween India imd a plane
closer to them e boost thedr combon
level. The COmpany's exBHng ming-
facturing Facilines span cighr boca-
mons, oF wlvich jus pagoare in Indin,
That means half of the company's
manifacturing happens carside
Indi, uer cosoamen. lave the opbion

Amit Kalyand: The MIT grad helps drive the company's MER, strategy

ol asking for doal shorog. To fur-
ther strengthen s r]urihkill;_.'_ msidiel,
the company plans to eichier acquine
or bunbd a new faciliey in China by
the end of the year,

Spreading aut facdities is
important for another reason,
Blharar Forge wanis o partcipaie
with s cusgomers a1 the produc
divelopment fevel, To thar end, in
has ser up a rechnology develop-
mezst cerere an Germagry, with foon
v prodoct development and engi-
I'Il.'|.'ri|IJ'.'|.I walidation and Ba&

At present, [Vharar Forpe racks
up over Be 500 crore in annoal
exports (5 per cent of 1s revinies),
but the tigure is clipping ar 40 per
cent a year, Add the revenues of
newlv-acquired companies like
Inncatra Kiksta An and its sulwadiar
Sootnsh Seampings (boesices ather
planned acquisitions and greenficld
projects), Bhasar Forpe expects o do
STH0 malbicay (Ks 3300 crored in
exports on revenues of 81 billion
(B 4K crong) by 2007-08, Unlike
in the carly Yk, nobaody i laghimg
it Kalvani's plans. m
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