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Indian companics are going global. Here we focus on the reasons why

and look at three acquisitive companies that epitomise the trend
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The coamrry's major business hivases - the
Tazas, the Birlzs and the Ambands of
Beliance — e, nor susprisingly, led the
charge Foreample, Teia Teas acquisiticn
af the Tecley beand in March 2o reeeied
agrear deal of pross with Tais Tea spending,
F oo millien - and beceming the secomd
Terpesr player in rhe plobal branded rea
nerrker Pwven sis years apo che idea ol an
Tisdian cowmgrany chsingg such a large cross
Ernder deal was by oo means an easy scll and
nany preclicred she deal was e large 1o
digesr Tlenwever the dioubirers were
subsegque iy silenced when the commpany
e than dobled ics profies and wsed rhe
Dravsd pevinerease ies preseme ina number of

OVERSEAS ACQUISITIONS BY INDIAN COMPANIES
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[he miore recont buarst of soriviey can be
parely amzribmed o eermmens paedics In
th zomry |.1|.-.|:.',\. t India's linaoe neimisrry
permiited comgunics with prowen track
recierids o make acquisicions in nor- relamed
arvas The cviling an exeernal bormosing
was als rellaxed making ireasier (and
cheagery for lndun commpanies oo Fimd
Feseigm acaquisivivns This was 3 big chary

the carlier regitme hal srnet Himiers on
acaquisition Vimaneing shar deterred nuany
wistill e buyers
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the 445 vears after the COUOLry s
independence. Indin's privaze sector was
strangled by a licemsing mestemn that dictaed
whar bassinesses could and couldn't de
Married to this. Indian companies had
dezal with avery high cost of capinal. Their
bulance sheers were funded through high
interese rare debr. Indeed. cnly 10 years agn
the n'-'.rnl:"lnmg term debr for an Indian
commgrng was 16- 18

[ndia’s private sector had v cope wich
high costs, and erratic power supple Roads
rail and pore Geilivies were (and are]
inadeguare, making the movement of gocds
and services another huge cost.

Kunal Kashyup, chairman and managing
dircctorof .’|.||r|.;;.r|.1 I.."|pir.:|] Aulvisors
comments, * Diespinea new six-lane
Mumbai- Pune highway, Pune-bhased
companics often Bee delays due o cmffic
Imagine the siwarion elsewhere inthe
counery whene highwans are single file”

India’s privabe secior conspanics had
deal with chis and still offer competitively
priced cod produces. Obvicusly, st of the
survivers (and many Giled) were a classic
Darwiniin exaniple of 'the fittest”, They
were leam wsers of capital - cxpertin
aniid highly efficicnr
in el producrion eecdhinigques

swvealing capital goods

“Whar tsenabling this process of
globalianeon,” spve Cirlgroup's head of fined
knvaiie capital markees in lndia, Rageey
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ek
Ready to buy: K Anil Reddy

Munesh Kharma, managing dirceeor at
Enam Fineial comments, *lidias
comnpatitive advantage lics ina combination
of the impellect and the quoest for knowdadge
of itx poeple. Anything you give an Indian
e willl ery to reverse engineer at the lowest
cost. Combine this with the enlanced focus
o quialiny and desdgn of tle lase few vears
and tlee ratienalisacion of carlicr amilficiall
hisgh Engnar coses and des moe wonder Tndia ks
breeding a few generarion of crass-bonder
ACRITETS

maditionally nssociated with cross-harder
M. In cach care, they all have che avemed
gaal of attaining global leadership in their
indusiry

The first company s Bharat Forge which
pravides critical fongings to the aniomohils
secior {among achers), and whose customers
are highly sensitive ta delivery schedules,
qualiy and rechnedogy Indiawas 2
lavecamer v ahe car indusery — which is por
agrear surprise when vow comsider that one
third of Indian houschalds do moromm ans
form of privaie manspoartation and another
4% avam just a bicycle Yer, Babasahel
Kalyani, chairman and managing dircctor of
Bharae Torge sill forcsan the porential for
India o emerge as o global mamifacurer
aed supplicr of furgings

Then there is Ur Reddy's, 2 compam
which apcraies in the pharmaccouticaly seouor

an arca where Indian companics were
labselled Gl recemly as copycats, Bue WO
cnbry Imcant 4 new pateol iegicne s D
Reddys was quick o beelup it Ral
capalilitics and caeablish 3 prescice in the
US, the most demanding pharmaceutical
ket i the warkd

Finally, Suzlbon Energy cliose 20 foeag
it an mduseey awhich fow weald associare
witly India: ehe winsd power businesa. Tlais
b4 an indwscry wheee highly specialised
pescarcl |s :'u.-..'||.:|:'».-|.| and & ||'nr|:|
uislerraken in Birepe

In10 years time, Indian companies will have grown to rival their

competitors in Europe and North America” peminic Hollamby of MM Rethsehild

Al "is that bisdin managements lave
lwrimeed ehesar competitive skills 4 towgh times
atid liaive abw acquirnad diverse expericises to
work 4 clifferenr eulires. And whar ls
apedivng sip this procese sorhar eapeal Teis
becoime cheaper ansd access easier”

“lindii’s crigrepremirsl CisA wos
hivtage tor b many conboads and shackhed
aiiel the carly 19905, bt s gradually beirg
Frecd.” agrees the CLSA rescarch repor
citeel eachier * Indian entrepreneurss oday
have acoess o abundant capatal, they are
coihident im competiog i the global markes
place and are looking o buy and baild
businesses vnitside Indias borders.”
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Mesimwlaile elve nestof the wiarld §s sining
up arsd taksig morce Watldn adecade India
wall e thee warlal's bargest working age
progristnen — with mase than 5o% af s
st iineder el ape of 25 And as o
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WIDESPREAD ASSALILT

Bt iz = moat just the traditiaal big busmess
hrieses and the oiformation echmolegy
Firanes that are bupang abread. As evdenee of
this rend. the following pasges examunie three
companses whose global forays lave emerged
Fravm secteas in India that are aot

Bl o thiess comisgranies is b e halfa
ccivmiry okl Aaid each las growis o becoine
a plobal player So how dal cach evadie?

HUMBLE BEGINNINGS
I¥harar lurg.' was fonencledd i 1h) and
Peibrrsaicls Balvania ds el soinof arsginal
foinder Meelkanth Kalyad He goned a
simall Family bustivess selleng engiine and
chitssi= parts o 1972

Uie Feddy's was fowded by i soni ol a
turnsene faneer, U kA Reddy He wasa
scacitist and was the first graduate in he
farmly, He foumded Dy Beddy's moinig aler
resigning froen the gesemment-owieed Gom,

e inan Coas b oo



“An Indian company will do a $1billion acquisition before the end

of next year" enam Financlal's Munesh Khanna

lsadsin Drruezs and Pharmaceuricabs
s the dnmitense porential Lislas
plarinassaails secnor

The chasriian and managing directorof
Stizkan Energn Tulsl Tamk saw At land
ehe eppormiiates offered by wind power
Tl haprpeied in posag-sg while be was
arping v inseell & wind wirkdse for has
et -staned watile widr. He came 1o the
realiaeom 1han wind pm.l.'rr'i. Lk ol
peneerarin was kargely Tecsiae of poor
ket wor Bk of poteivisd and e wein
i B e i Seirkoi Fuﬁg!.-

h;:|l.'|nj__l

THINKING GLOBAL EARLY
The tlifer EPTCRITCIeLITs all sharesd rhe same
shidin: g earer 1o the world, and e on
expans. For fumplu. until 1972 Mharar
Farge had derived all irs revenes bocally; ic
rh.Hl.LhFFlil:'J.ll:i miziden crpnrrud..-rl:n
Geerce. [r woailid be anneher rvn decsdes
hehire M Foepe woild aitabe 5 mugor
h-:ﬂ.:'hr-'rugh ITE] EAPOFLS I I.||'|.-||L the UK
and the LIS Rar L*!F-:ming maode Kalyani
semivive po how impertant it was to mese up
the value chain rather than just supplying
e forgings. He rationalised the company’s
[l'ndn:l: mEngeasa result

Dr]i'.n!d:.": started festing the water for
ql:ld!l-i.'l-'rﬂl: hack am 1 Goih L'-l.rnl:nbnu:nlla; i ||
I.I:lpulmh freim irh:-uptiun io now; Vishar
Ywudevan the chicl financial officer.
pruld.mt and head of Luropean np:r.:rirm:
neazs “Earlier. Dr Beddy's seld anly active
phamacastical ingredients ("AP 1"} and
imermedisee products 10 variews
mamaacturers in developed countries. Then
aneed arvse 10 access these markets direcely
i have an inerface wiith tee customer. In
the LIS we imested in building the pipeline
and front end argamically. In Europe, where
wewere a licle behind, e ook che
hw.:i.:rm: x’

Tantis reverme model was hazed on
India's ovrn demand-supply imbalance vet
Bewas dear that be did not wans tobe the
focal srm of a ghobal company: He therefore
ook the gamble of sourcing technology from
aamall Genman compamy called Sudwind.

s Sinanseania tar

The Company u'l..:nl:'hml:rupri'lmrrll.
afvereweards bar the rechnology waorked
Sustlon Frergy then nvesced o R
facilides i Holland for the developinent of
s purlsdise blades and fis Gernaany for e
i fcrering paocess A inan
inreresting exadigple of progmarism, Tarn las
mor shared Buzlon Enengy's B D centres o
Irutia Becanse he feels the requasice expertise
is currently pet available snoche connery

WALK FIRST THEN RUN

Adl sheee engeprencis realiced thi tsed oo
ek anie caleidared maks - and thar meaim
innersrinnal sequisinns. e each af the
coimpuniss tok haby seeps firsy, and used
this experienee o gain the confidence m
think bigger.

Kalvand seareed thinking global in 2000 -
sher a deesde of successfully exporting, The
timing marched s downurn inbasic
||.u||.1.|L'-a..1urit1f_|n sk Wesre m coumnerees
Traditional nuul.d-.:rru.rirl.g fncarions in the
UK and Germany were no longer
campetitive and could not supply forgings o
prices the cor manufacurers demanded
Bharat Forge structured an innovative deal
leacquired part of the arder book of U K-
based Dumia Spicer. Thas provided an

oppormnicy i baild selamsonsdyips wirls
leadiveg forgings customers worldwide
IWharar Forge ok onser [hama Splecer’s
stapglaer fespoiasibibivies aid began sourciieg
fravin Diwkia

Criring the topos [ Beddy's aelievesd a
risnbie ol firsts 4 e phaensicentieal
indusiry Al i 2000 chareed sergin
cerrilaey by Becomsing thie st Asia Pacifie
{8 IJ[!uln] ||Iur||||.'|.'|.-11|i|u.] coinpEIny o lisa
v rhie N SE, snd olwe firse Diklian
pleamaceimcl eodinpany o ol
|||u|'1:~|i|5_g rigl'.h [ A e ._Irl.u__l it e
l:i I 2oz Iy Rl\lli:«' \.|:||||Iq,'|1l_1,| (EES ﬁﬁ.l
- birdoe MaA I wpenr L1 2 ditallieii o
RS Laboearsrics siwl Mevcdasn Hesilebease
inthe UK. In MBovermber aoag Di H.-.LJ:.'-.
thien u..:.q_uim.i 5 [l | b s, ilh'l.u.lilsg 4
spare-ab-the Jnl.1u.r||.tl:J|.'|||r.|'.g facility, in
Mexico far Seo million

Auzlon meanwhile realised thie masive
poential for wird posver and equally the
LparTance of the ril_e‘l'ul |ﬂ'|1|uu|n5:. Wheas
the waorkd's second Lungesa manufaciures of
wind rurbine blades, Acrpac of Germany
went inte banknepeey proceedings in 200t
Suzlon Energy was ane of twa acquirers of
it= aesets and technolegy. Tanei also realised
thie need o bring in external capital and

FORGING AHEAD : TIMELINE OF BHARAT

FORGE'S ACQUISITIONS

# HOVEMDER, 200% Buys Carl Dan Peddinghans GinbElL one of the largest

Grenman forging companges with plants in Enneperal and Dawn

L] JUNE, 2004 Duvs Micligan-Tased Federal Forge creatiog inanulacnerin
) IEgA o 1 I

presemce in the LIS

@ DECEMBER, 2004 Buvs CD Aluminimnrechnik GmbH providing enery
imoo high end aluminium forged componenes segment

@ sEPTEMBER, 2005 Biurys steel forging business Imatra Kilsza, AT Sweden
along with its whally enmed subsidiary Seotnish Stampings, Scorland

@ DECEMBER, 2008 scquired 52% stake in FAW Foging 1o creace joint venrure

company in China
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radeedd privane equiry finance in 2004 The
itvesrors are Citizorp Incernanional Finance,
ChrgsCapiral, the Gesvernmens of Singapors
Investmiznt Corperstion and T Rowe Price
Tanti says thae private equity has suppored
the comepany in *is exponential growthin
thae Lisy pwny years”

GOING FOR GOLD

Fachof the coimpanies was primed o
e shrasd, and searr thinking bigges
amill i a happy coincidence rhis was just ar
the vimi {20903]) whien Indias povernment
mascde cmoss -bordier M A easier o finance.

COVER STORY

Larpestin the world In March Tant further
consalidazed his company’s pesition throegh
the acquisition of | lansen “Transmissions, o
wind mrbine gearbo manufacuarer with
two mamuactuning facilities in Belgium
Suzlem also faced convperition for Flansen
st beast five others were interested. ar
Suzlon's shiliy o ac quickdy was one of the
Facvors wihich worked inies Bvour. Iespens
& 644 millicn (8568 million) inan all-cash
rrapsscTion moacgquEre b of 1lansen from
amncher private equiry fund, Alfizne Capinal
I"artrers

I anzen had 8 urnover of €205 million in

well 1o export Suzlon now plans o serupa
plancin the U5 to cater s demand from the

world's biggest energy consumer.

THIMK BIG, ACT FAST

I you seant 1o play the pame on 3 global
scalle you have 10 creare a lesel plaving
field,” Reddy's Vasudevan reckons “Thar
way o can lank che canivipsetineo i the
eve” Citigroup underwrore and peos ided &
-.ig_mllin'.mr pereriony o the poral financi g
resgiired pos cormumane Rededy's
aceqiisation mt Bezapharme Irwas the Indion
rharmaecennical secrisr's lanpest cross

“We think like Reliance, work like the Tatas, and strive to create value,

like Infosys” suzlens Tulsi Tanti

| bt wlwean ome ol chie hfg::-.-.l :I’nr:uinll
Lar] Dan
wenit on the blwck,

CORPANES S L Ay
‘wldinghas [LDF)
IR inrj;-.".l.'.h guick o snap irup 00
was 3 leadivg plaver in Purope in the
s C 1i'|r!_l||1|'_". Tsasimiess mnad r-r-.:n'.idu.'.!
aienery ins some of Cumpe's top
muomakers. The subsequent acquisition of
CIOTF Alumininmeechnik — a linge playerin
thie Furopean alsimiminm forged
cosmpeaicnis busines — was afirst oy ine
this preduct for Fhamit Forge. Analysts
vicwed the diversificaion Bvoumbly,
reckmning it wsild enhance the prosduec
range and stremgehen the company’s positivn
in rhe chassis component business

Yo might say thar D Reddy=s was a
beneticiany of Tusopes {quire recent) privane
eapaicy revolurinn, Afrerall, privace equicy
Funds have mis prejudices cowards o buyer's
ruionakiny =0 long as they bid cocughe b
200 privare equity Firm 3i pu s 80% stk
in Betapharm on the Block — $i had beught
it just a vear earlizr. Petapharm is the framh
Largest generic drugs player in Gernuany
siarh a marker share of 35% and & porefalia of
145 pmqi.al:r:- [iv 2006 it ntp'-:rrrr-.{snlur- al
Eafn midlion (523 millsan). D Baddy's
successfully bid €480 million (5575 million)
aid bear off srift comnperirion froma the likes
of Franee's Sanofi-Aventis o win

suizlon was shour e think big roa By the
aitd o 203004 Suzken Energy was the larges
wind rirbive supplier in Asia and she siwh

52 Fimmnowhsla May 2000

2o T lansen's gearbon technology and

manulacruring base flls a gap in Suzlon’s
own capabilities. “We balicve that there is
significant scope for Aerther improving che
technobegy and reliabiliny of wind rudbine
technobogy” says Tanti O acquisition of
I lansen is ancther step in this direction”
Suzlon Energy is also exploring the potenrial
tiz use Hlansen as a base o pemerrare China
and s Indiaas o sparcing base ros Ermpaas
margins

Suzlons plans for dominaring che world's
wind power industry are seill s wardk in
propress. Given the J03-40 merre sime of
wind-murbine blades they sre expensive ro
rransparr and hence do mor lend themsehaes

b er deall Ciri's Ahuaja says the hank was
“confident in the abilliy of Dir Reddy's po
successhully immegrare Ietapharm inco irs
plobal expansion plans™ Indeed . one
monih afrer the acquisition the
management ream of Becapharm, led by
chiel execumive Wilfpang Mirdermaier was
in Ivderatad For meetings with ics nes
owers. AN AMEC wrore ina recent
reseanch nepoct thar Gerapharm’s
mamefacmuring was likely 1o be meved o
India with immediace cost benefies

Fhis was eranformations] M4
comsummmated in asmgle transction
Bharat Forge. on the ether hand, has
bocome the world s scoond-langest forging
company — and has done so throwgh a spare
of deals. Berween 20614 -0 it absorbed four
acoquisizions, and ome joing venure, crearing
mannfacmring foachalds acress Europe, the
U8 and China {soc mimeline)

kalyanis narme has became so associated
with cross-border acquesitions clar it was
even speoulated that Bharat Forge might bid
for bankruge U8 auromotive pares maker
Dielphi Bevently the coapany even issusd o
denial thar i was takeing aver the waorld’s
Largest F-.lrg:'u;'.: CrRIY, A% SO petar
Thvaeenbnipp

And Tanri? He zaye bee has slwags breaeni
ambitiaus for his compamy: “Ar Suzlon we
think like Relisnce, work like the Taras and
srrive T create valiss, like Infesys™ Irsa pod
formils and sn interesting one for Hanord

#rarw Fnanoaasia com
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| SUZLON ENERGY - SALES SOAR
a
Mwpscia bl
£
13 _
o4 | ; :
= A b
o |
y |
bt
o 86 . |
Jw( -, |
H"'\.
i ! M |
in
. 1-\._ |
L
100k 20 2015 1 monshes ended
Fscal zooa
o
lmess Schoal 1o ponder: the examplezof  Suzlon Energy are only tlhiree

best business practice be quotes are all
Indizn. The meate demensorines 2 seismic
shift for India inc: ris role models sre oo
kenper just from the US.

In the Forbes 2005 ranking of che
weld's i nchest Inclizns, Tand is one of
tieee few entrancs in the top 10, cccupying
igheh positioi. The rse of the man and his
ooy bz beem nothimg shore of
incteori. And visicsry o 2005 India
ommilicd b increass rencwable encegy's

representatives of & wow booed of Indan
acqiiieers — froan a bost of mdustres,
Banbasy Labaratores, barms
Laboratorics. Vedeocon, WSMNL Tata
Chemicals, Tara Seel. Wipro, Sarvam
Comiputers, Gradre] Consumer Frodacs
and Apeejay Surendra Groop all struck
deals recenzly

In 2okl thus Far 21 transactions have
already been announced wich an
estimared value of 51 & billion. And

impartant is that Indian comganies are no
kenper constrained by their geagraphizal
beundarics, 1 anticipate by the end of vhis
devade we could see annual deal value of 525
billion — that is, up tenfold from 200
Cerminly, the nexe Few vears we will see
more [ndian acquirers buying high value,
keenly-contested assees.”

Dweminic Fellamby who is ghobal head of
pharmaceutical and health produces with
MM Bothschild says. “In i years rime, 1
predict that Indian companies will bave
grovam to eival their competitars in the major
European and Morch Amedican markers
The rvalry with Chinese companies will see
cach couniry prosper in thase indusiries
where natienal champinns deselop @
ghibal players”

He adids: " The size af the home marker
gives [rddiam companies a firm base i
bocome glohal players using WA wisely 10
speed the pace of groweth imeo new markess.”

Mlumesh Khanma managing director of
Enan Financial foouses instead an the
mcdividuzl value of deals, “The sweet spor for
deals has moved Gidy quickdy from the
#150-200 millin mngpe — which was the
ot ely a couple of vears ago — 1o 4500-
e dnaillion todas | believe this is going o
pnoe vy gusckly wo S ballon. An hisdian
cornpaiyy vl doa 51 l=lleon acquisation
bedoore e erd of sest year”

And whar advee can = glsined froon the
suscoessiul eximples profiled m this arcicle?

“By the end of this decade we could see the deal value of India’s

cross-border MEA hit $25 billion annually™ kunal Kashyap of Allegro Capital Advisors

snare ol its ponaer from 5% m 20-25% Thar
siggests s compuny will see a lot of
cgrewthdn ies loones macket as well as
awuail Amd this ds tree of Bhamas Forpe
and Dr Bedify's as well. Indin's passenger
cariwlustry is finally poised for ke off
Mezmwhile the counmy’s growing middle
clamy [y increasing its comsumption of
medicimes. 5o each of deese entrepremeurs
# well possiioned 1o benefin fromoa
boomimz domestic nmrker, rising sibes sl
arequisite ability ro fund ever bigger

acquistions abroad.
Bur Maarar Forge, Dr It..-d.l:.'s and

W iranosasia Com

[ndian companies are peopraphically-
agnastic — they have been acquirers in the
mrzditional markers of rhe LS and
Western Furape bur have alse boughn i
places like Paland. China, Mexics,
Thailand, Avscralia Migerda, Soath Adfrica
and Tianlsia

Kl Kashyap, the chaimran arewl
managing direcrae of Allegro Capirad
Audvisors s baillish oi the furiee

e b a healhy plpelime of cross-
Bordes MacA deals where Ui soquirer s
bocal Tndians firin,” hee savs. “Sonse nill be
saiccezshul, soane will o be. What 15

Vasuwdevan, the CFO el Dy Beddys has this
o " I E i penane s have self
confidence. Mever look at vourselFas just an
Dislen plavies, aiid rover bet others see ypou 25
pust an Lecdian plaver. The momene you star
thinknig as an Indizn comparmy, yoa will go
im thie defensive. And that is 2 very bipg
problem”

Heeomtinees * You have 1o projec
vomarself s a plobal player; you have oo show
1[=T] Vi 2TE as L"qui.'pptd as any |:-I]1|:rjdn1:».:||
Playur Indian companics have 2 ke rondier
Chice wee realise our potensial we will
definicly be successhul "=

iy FOCK Finnnopeda 15
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