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€ 6ndia’s competitive strength has never
been cheap labour, it is brain power
which we recognised in the late 80s.
The rest of the industry is begnining
to see this todaydd

In the early 90s, when the Indian businessmen
(informally dubbed the Bombay Club) were in
a panic about facing foreign competition,
Bharat Forge, controlled by Baba Kalyani,
was ready for a global foray. But it was still
bogged down by ties to the domestic cus-
tomers for the next decade. Today, when the

Indian industry is just getting comfortable
about taking on foreign competition, Bharat
Forge is already the most profitable forging
manufacturer in the world and within spitting
distance of global leadership. In five years from
mid-2001 to mid-2006, the stock has
: moved up 50 times as Bharat Forge has
3 l emerged as the showpiece of globally-
competitive Indian manufacturing,
As part of MoneyLIFE series on
inspirational CEOs, Chairman
Baba Kalyani reveals to
Debashis Basu and Sucheta
Dalal what were the key
turning points in this
leader's life in building a
world-beating, metal-bash-
ing company. Excerpts from
a rare, expansive conversation in
Bahart Forge headquarters in Pune.
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ML W koo the basies, like you went oo MIT

i Massachuseis Tnsticuge of Techinglowy |, b cin yo
ekl ais what dierated your chokces?

Kalvanb: Let e stare a ligtle before MIT, 1 did my engi-
neering at BITS (Birla Insticate of Technology) Pilasmi,
In thase days Fl:-e_:rll:' who wansed m PUFIILE AT engl-
neering career either lonked at IIT (Indian Inseituge of
Technalinggy) or at the mext level, which are places like
BITS. These were the moat formative five vears of my
life, | passed ot of BITS in 1970, BITS used to have a
relatianship with MTT under the faculty exchange pro-
praim in mechanical engingering, which was my branch
aof 1.r|.||:|1..'. S | eame in close eontact with nne ar twa
faculty members of MIT who taught at BITS and starg-
ed developing the idea of wanting to po and do a
Masters in Engineenng,

here, T ssiw g things happeining like balding of facto-
ties, lirie cquipnriens ete. That wis the kind of excie-
et | gresy with when | was dodng my enginsecini
Draztng my susitiers in the US, | worked wath our cal-
labesrators from Cleveland ealled Sifco Indiastries, a pri-
vate Torge Factlity ustig conventional technology, noth-
ingt very fancy, | didn't learn a whale 1ot in termis of
rechiology, bus when | came back here | started work-
i ds o sales engenesr When it 15 vour faonly Besiness,
viou aee g lieele more passionate aboset what to da, |
wals charped-up aboat svanting to make things |1.|.p'r~rn.
I started as a sales engineer bt |.'||:||.;k|.:r | reslieed chat
gales were fever o problen, We weee simply not able
o execute 'l-'i'hu" [cver I.'”ltill'lf'i-‘i W WIEDE EELIng. o oman-
ufacturing was 4 problem. [ spoke to my father about
this within three to four months of my joining. In those

Ml Was vaor Bamaly in business at thae ne?

Kalvani: My father started Bharat Forge in 1984 and
therefore those were the founding davs of my father's
husiness and every time 1 came home on vacations, |
used to spend time in the plant. For me it was excifing,
From my childhood | was always drawn o machines, |
will juss gell vou a little abour my childhood back-
grovund. Before [ went o BITS we were staying at a
small town enlled Karad, not Pone,

MLz Dl vore have lawd chere?

Kalyaniz Yes, my father had some 40 acres of land, no
big deal, nothing very substantial, but it was pretty
gond. My grandfather was a big trader of turmeric in
his times, thotis in the 19305 or 19405 and he had a
very high reputation. We were in a lirtle town but well-
known as a family. My entire schooling was at the mil-
itary school in Belgaum, called the King Genrge School
started by the Britsh, [ spent nine years there, then five
vears in Pilani and two vears in the LS, so | was away
frosm home For a long tme, My mansiton from the
sural environment of Karad to Pane did not really take
place because before [ even came and lived in Pune |
was i Pilani and then in the US, Whenever | came

| spoke to my father about this within three ta four
maonths of my joining. SL Kirloskar was the chairman
of our company, so my lather spoke to him. Kirloskar
was a very practical man who believed in people and
In giving them oppertunities. He told my father, "put
him in the water and he will learn how to swim". So
| took charge of manufacturing within three months

e

days 5L Kirloskar was the chaieman of our company,
so my father spoke 1o him, Kirloskar was a very practi-
cal man who believed in '|'\-:n-'|'l|: and 11 BIving them
oppertunitics. He rold my father, "put him in the water
and he will learn how 1o swim”. 501 took charge of
manufacturing within theee months, This i when |
really started leaming the nuts and bolts of how to sua
a business, how 1o lead people, how to deal with peo-
ple, how 1o Lredre an arganisation, bt b ereate o
business process. Almost all these things 1 kad o learn
b myselt and on the job because ot the need of the
job. Fortunarely, we started getting grear results, The
business doubled ac the end of the first vear itself and
doubled apain the end of the second year, This of
course was on # very srall Base - ip went from Bs 3
crore @ vear to Rs 6 crove and from 6 bo Bs 12 eroee
and |:|-¢_-\-|-|1. 12 g Be 20 erore, Those were sxciting Limes.
s 1%l Vbl _||l|'i. i lest if the stofl vl berann

AT those dhavss

Kalyani: Without being falsely modest [ would say |
was a verv good engineer, | rhink | am sall & presy
good enpgineer, | have a very good notion about engi-
neesing and what works and whar doesn't, | was able
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to .1|1:;'|:|' that. In engimeening yvou nevd the bBasie kmowl-
edge of physics and metallurgy - that vou learn in an
engineering school = but vou also need very strong
commen sense to apply it in real life situatons, We
were able to do juse thar and change things dramartical-
v, T alses went throaweh other issoes. | was 23 vears old,
had just come out of college when | poimed and being
the son of the boss, | had my own problems with the
older guvs who starred resigning. It was normal
because in those days the organisations were very hier-
archical, evervihing was structured and the flow of
command was always with age and cxperience. This
was in 1972,

ML Was thes anly beciuse vou swere vibsng or you
were trving to chanae the hieraceha #

Rl Bogh, 1 was dospacient, 1w ampatent
Becanse | eonld see very quickly thar vou could make
things differently. There was no business process in
place here, 50 1 was purting in business processes.
When | did thar, people's authority level was getang

The Pune plant was just coming up. Ashok Leyland
was making 6000-7000 trucks a vear, not the 70,000
trucks that they make roday. Mahindras used vo make
jecps not fractors. 5o we had four customers and 1 had
just started our relationship wich Bajaj Auto. [ sqifl
remember the day | went oo meer Rabul, it was back in
j973-73,

ML; Mr. Kirloskar {popularly known as SL1 was the
common factor for Bapay and Bharar Forge?

Kalyaniz Yes, as | said, he was our Chateman and i
was he who encouraged my facher to set up a forging
plant because he needed forgings for his engines and he
was not geming them. The Kidoskar family and our
family know cach ather for five generations. The
Kirloskars come from Kicloskarwadi and we comse
from Karad, which are 18 males apaet, Each tme 5L's
father Laxmanrao Kirloskar used 1o rravel from
Kirloskarwadi to Pune, he stopped at our house 1o
meer my grandfacher. Thar is how 5L was our chaie-
man for 16 years right from the start of the company

There was no business process in place here,
so | was putting in processes. When | did |

that, people's authority level was getting dilut-
ed. Everything was run by authority rather
than by a process, so these issues came up.
Then the general manager of the factory :
resigned, then the next guy resigned. But it
didn't really matter because those puys were

not deing anything significant

dilured. Everything was run by authority rather than
by a process, so these issues came up. Then the peneral
manager of the facrory resigned, then the next guy
resigned. Bue it dido’t eeally maccer because those guys
were nod doing anyihing significanc. Those were the
early days of the company and were extremely exciring
for mes | kepr on doimg thae job for 22 vears, My
father was the Managing Director and he wsed to run
the ather part of bosiness ike finance, the external
enviranment and all that, 1 psed o run manufaciucing
and sales.

ML Ar thar time Teleo was vour biggest customer?
Kalvaniz: Yes. We had only four costomers i chose
davs - Telen, Mahindra & Mahindea, Ashok Leyland
and Kicloskar Qil Engincs. Kirleskar Oil Engines were
miaking diesel engines, so we were supplyving crank-
shafts and connecting rods. Telco was in Jamshedpur

R OMNMEYLIFE ]

MLz 5o yon d',".-'flnpcd Bojap Autor 2% a Customes !
Kalyani: Yes, At that time Bahul used 0o run Baja)
Aute in a very different manner from the way be rns
it today. (Lavghs). Everything was growing, From a
loss situation we were moking profics, profics were
doubling. It was a very exciting experien<e,

ML: You were making losses carlier?

Kalyani: Yes, the year | joined, 1972, we made a los.
Bt we never made a loss ever after than In the 19705
we were expitnding as owr customers increased cheir
produces. 5o we had pur in place rechnology, we creat-
ed a bar of knowledie within the company, beoughrt in
new people with expecience ere. We were able 1o devel-
ap the company at 4 much faster rare than ouwr com-
peritors. The forging business has always been very
competitive because the entry barnier to this business
bas been very low. Today it is a different story, But in
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those days anybody could set up
a forge plant with some Rs 10-
15 lakhs capital, There ore &0
forging plants sex up by ex-
Bharat Forge people.

ML Sos vomd Jeaed b strumgale
with 'prrl-.'ll:u.:l: duplhcation?
Kalyani We had to struggle
with a situation of high employ-
ee turnover becavse our com-
petitoss were always after our
people. We had o struggle with
CUT SEior GUYS Wanting Lo set
up competing shops and we had
C to stropele righe from begioning

with virr overheads, Tn those

| realised around 1986 that if
we want to be a major supplier
in the world market and export
to the US, Japan or Europe in a
big way we cannot do this with
existing technology. | was the
one struggling in the plant for 15
hours a day. It is not that | had a
problem with the workforce, We
always had good workers and
good unions but somehow the
mindset for top class manufac-
turing environment was not there

davs everybody, including our
customers, would say that Bharat Forge has very high
overheads: [t was'a fact. In 1972 we had 19040 people
for a turmover of 3.5 crores (laughs].

MLz S0 were vou over-staffed or vou actually needed
that bevel of staffing those days?

Kalyani: It was actoally highly over-sraffed! In facr, it
wits staffed to the capacity thar was created bor we
WERE IICVEr Gperating at thar capicity, We were operat-
ing at 10-15% of that eapaciey. But we solved all those
issues quickly. In about 6-7 years the company was
trim, fir and competitive. In the later pare of 19705 and
catly part of 1980s we started diversifving and geteing
{ritp many other customer base. We got into defence,

which used to be a big business in those days, We srart-

ed making shells, armaments and other things, We then
started gemting into value-added prodocts. From the
#=iart, my philosophy was to start developimg machine
components, It s the main ingredient of our success. In
enrly 19505 we decided to start exporting prosfucts. In
those davs there used to be a lot of rade with Russia,
We got seme business opportunities selling erankshafrs
and track links oo the USSE. We started some busimest
in Eastern Europe. Brtish Leyland had a plant in
Maland and they were producing the same engine that
wias being produced here, so there was an opportunity
to export crankshafs, That is how we started our
export business, We were guite aggressive and built vp
a fairly big export business in Russia - Bs 10-15 crores
was considered guite big in the forging business those
davs, We teied very hard to see how we could export
the Weatern world. Thae was the time when the
Japanese were coming to India in the LCV | Lighe
Commercial Vehicle) business, Mazda, Tovoeta,
Mitsubishi aind Nissan came here, Eicher had a deal

1'|'i|]! I"ll]l."al.l‘l"l"al'll. “-Il.l.l': i||I.I|.IJ|.'-\.= i |."'||'|I|it LOAPIEPTi e
as pargof the government policy of Toreign exchange
equalisation. The Eicher management amd Mitsubishi
were very serious about it and so we gor a break in
supplving front axle beams tor rucks oo Mitsubiehi
Motors im0 Japan, We wsed oo ger 10-15 Japanese com-
ing lere to meer oue people and ceach us i che tepical
Japanese way of geing into decails, Righe oo che List
nail they pur into the packing box, they would skerch
it out and tell us low it has o be done...we learnc a
lot.

ML: Did you push expors becavse fiscal incentives
WIETE VETY Drrasn e

Kalvaniz Yes, expons were profitable, There was
almosr q 20% incentive bebwern cash COMIPCTSITory
support, advance hoensimg and duty deawbacks Tur im
our case | don't think we did it so mioch becauwse of the
fuscal angle. We did 1t becawse we wanted to break our
it che global macket, We winted o export because i
was challenging, v was a milestone, something that
made everybody proud within the company thar we are
exporting products to Japan in those dave, The
Japansse also helped us to get rechnology, We had 2
lomited, three to four years te-up with o conspdny in
Japan called Toyvo Tanko which gave us nechnology on
front axles which we -:'x?s-nm';l. We were dodng all this
ab our existing Faciliters and although we were strug-
gling, we supplicd 15000 o 20,0000 Frone axles a vear
1o _|,1p.1r| for Five to six viars, Jhr | alen realised arourd
LPE5-B8 thar if we wane o be o major supplier in the
world market and exporr o che US, Japan or Europe
in a big way we could not do this with exisoing sech-
ﬂnlﬂ!_l.:.'. 1 weas the one stroisling i the |'-|.'|||r Fosr 14
hours a dav. [r s nor char §had a problem with the
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worktoree or the workers, We alwavs had good waork-
ers and good umons bur somehow the mundser for top
class manutacturing environmient was nat there, Thot
1 when we decided 1o modeenise our plants - the wea
wis born out af the experience of cxposting teont axles
tor Mlisubisha 'We hod o decide whether g0 take this
up in o binear manner or 3 hop-step-and-jump. |
pushed really hard saying let's create a new structure
with seare-of-the-arr facilivies, a new rechnology plar-
farm, new culture and mindser. We apreed internally wo
have a separcare building bur ar the same locaton.
Thar's how our modernisanion stared.

ML Mormally, 1t s bard o do new things i the saime
lescatican, oft the same fnancial satenients,,  Dide't vou
revsl B cree o ST wompany o Eler

Kalyani; We decided oo bring in a hegh level of technal-
oEy and |1ri|'.|1 1;1r;|||:|.' new |'||,'|,|p|r and not ke any-
bady from our existing eperanons, | bad come to a
conelusion thar we needed different skills 1o run high
technology processes, which would invelve mulnple
incerventions on technology. [ believe you need a differ-

| l" Y.

We said we will create a different
organisation and will have a college
education as a minimum requirement.

| We took a couple of hundred of young
peaple who were at least B.5c. or
Diploma engineers in 198/7-88 and
embarked on modernisation. We set up
ane big 16,000 ton press, our
CAD/CAM and CAE, robotics centre, a
new Die & Tool making capability and
in one step we bridged a technelogy
gap of 20-25 years

MOMEYLIFE -8

ent wiork system and different HR processes, You need
a !IiHl‘Il'rn' educated work lorce, you canndt vse a regular
Indian worker tn that enviranment,

W ook a bodd decision o set up a modeen huiman
resnueces infrastrscoure to dove rechnology and com-
pletely change the business model from a low rechnobo-
gy, Low capiral, veey labour intensive ser up to a high
capital, highly skilled and less labour inrensive work-
force. We said we will create a different organisinon
and we will have a college education as a minkmum
requirement for anybody working there, 50 we took a
couple of hundred of these young people who were at
least B.5c. or Diploma engineers in 1987-B5 and
embarked on a2 madermasation drve, We et up ode big
14,000 ron press. We st up our CAIVCAM and CAE
infrastricture, vur robotics centre, a new Dhe & Toaol
making capability and in one step we bridged a tech-
r|-|:||1:||:|;:,' Fap of 20-25 vears in this COmPany, The facli-
mes came on stream n 19 and in one year we were
up and running. It required a lot of hard work, bug o
was amazing how things were just coming up and hap-
pening.

ML: But the cconomy was not deing peo well?
Kalyanis The economy was not doing roo well, but we
did not suffer oo much because we starned gerting a
lot of interest fram the US by then, In the kind of
produces that we made - frone axles, steering kouckles,
crank shafts - a lot of US manufacturers were shurting
dawn their plants and were looking for supplers.
That's how we really got business from Rockwell mo
supply front axles and now we have more than 50% of
the US truck market today, supplymg produces from
here,

ML: Why did you not opt for a new plant and st
with a clean slage?

Kalyani: We nsked ourselves this question many times.
I think what drove us was ewo things: one, | was per-
sonally involved in running the plant = not the compa-
ny = 50 | was prercy confident thar we would have no
issue with the existing planr, That was not just a gue
feel buc @ premy involved process. We explained to the
union whar we were doing, had o big meeting with
1500 people, explained thar we are going 1o bring in
robotics, CAD erc. and this requires engiieers, We
offered an opportunity to anybody who wanted to
learm.

The second reason was chat my management team and
[ had eo still manage the existing plant while ceeating a
new plant. We couldn’t divert our atcention and pur i
somewhere elee and move from here mo there - it was a
pracrical limitarion. Thied, we had infrastructire, elec-



| remember in 1995 Ratan Tata
had called for a meeting in
Lucknow. He had invited 200 Telco
suppliers - Suresh Krishna, Venu
Srinivasan... all the big guys in the
automotive component business .
were there. Ratan Tata told us that |
all of you need to double your
capacity because Telco is going to
double its capacity. This was 1995.
By early 1997 the bottom fell out
of this business... and it took eight
years to get out of it

availabilisy of capical
ineTeased, 199586, were
peak vears for the Indian
autamobile industey, We
had expanded capacity and
things were going well, bur
by 1997 things had soured.
That was a turning point far
CREF COMPany.

ME+ Dt dedn'e exports con
r"|1|.|'|' a lest By turnowvers?
K.‘lE!r.ﬂli: 1'.'Il:r'!.' lirtle - AT
20%:, Here we were stuck
with a huge eapacity
becawse we had expanded
capacity. 1 remember i
1935 Ratan Tata had called

II-.1r a4 mesteng 1 I 0 Ih. TECIAY,

trigity, water, land and compressed air here, which
browght the capiral cost down by almost 20-30%:, On
|1|.n|.,|'5.ig_."11.I it was the 1'i:|1!17 decsgion to work 1n the same
location, it tumed out extremely well, "We were lucky
that our timing was right, ouar t::hnl:ﬂl_lﬁ'!.' welection was
rrght, our processss were right, what was happening in
the US market gave us opportunities - a0 it all came
pogether very micely,

ML: 5o aroind the time the Bombay Club was pecing
ready oo profese apainst fore@n comperition, you were
ar the take-off seape,

Kalyani; Yes. Acrually, | was not even worried. Even in
those doys my philosophy was very different abour
this, 1 have never been afraid of competition, Mever. |
have always believed dhar if we did things right we can
g and compere with anybody in the world... okay it &5
nid that you will succeed 100% of the tme, but for a
large percencape of the time vou will sooceed.

MLy Many of the vocdl puys in the Bombay Chib and
LD were vemir Siestanieers.

Kalyani: “es, bue (s one of the reasons why a large
porion of these guvs have missed the b in the global
mtackets, Today the Indian automaobile industry shoubd
have been where the Korean o the Chinese are, bus we
are way behind, because we chose to put this promc-
Hwve pisrd around ourselves,

SL: The fire phase of modernbaton was the early

] i 2

Kalyant: “es, this was the enrly 19905 = things went
well for us, The domestie markee was also begmning to
o well afrer liberalisation and things became a lot sas-
fer. Capital cost eame down, interest rates dropped and

He had invited 200 Telco
suppliers - Suresh Krishno, Venu Srinivasan.,. all the
big guys in the auromonive componens business were
there. Ratan Tata told us that all of vou need 1o double
your capacity becavse Teleo 1s going to double igs
I.'.I'Pl.'li;il;:.'. This was 1595, 1'|:.- r.lr!:r' 1997 the bottom fell
out of this business,,, and it ook eight years for the
domestic annual putput 1o go above 600,000 vehicles,
We were hurt so bodly that we came down to some-
thing like three days working a week, We had o resort
o all kinds of cosr saving measures - vou can't believe
whar we were doing, The worst thang was thar when
this happened, the Tndian augamorve guys stared anc-
cioning thewr business - they forgot abot our lomg term
relationships. Maybe they were dofng i for their sur-
vival because they were having as much pain as every-
body else, So price erosion starved happening and wich
no volumes we weee complerely sandwiched especially
with the high invesrmens we were making, That was
ancther mflexioa posnt for the eompany and we decid-
ed that we wanted to create an export stentegy.

ML Bop vo were alrendy exportime moa bigs wa,
Cogildn's wou hsve tocreased voor export edlor #
Ealyans We dicin't have a sirategy, We were only
exporting, but we could not have increased our exports
without a well-defined strategy. S0 we starred defiming
0T EICATEEY, Aince we were in the treck business we
Focused on suppdving to Norh America as well as
Europe and Asia, to ger into the passenger car side of
the business in all the three continenrs, We also put in
place an export organisation and started moving
aperessively after this and we suceeeded in just one
yrar.

VCMEYLIFE
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ML Wias ir Decaase of sl qualioy of yuor prosuces?
Enll-:l'nlﬂ'il Lraaliey and cost, India was extremely come
pettive. The only problem was thar nobody considered
Indw a place you can buy manufacturing products
trom. We had a poor repusation. [t was the bad bag-
gage we had o carry. Bus forrunacely, becanse we were
supplying to the US thae became a point of reference
for ws with our other customers. Thar helped us gilim
entry into the European marker and Asian market.
Lince vou atmain cretecal mass thigs become a lor easi-
er - 5000 the perrod from 1997 o 2001 we guickly
overcame the shock of the downturn i the Indian

Then we asked ourselves, why are we

| restricting ourselves only to exports? Why
are we not becoming a global company
ourselves rather than just exporting prod-
ucts? This was the third inflexion point in
our history

e

[I'I.ITL.fl: .'I|'|I,l. '\[.'lrrrl.l t':l.'I'I“'II.'IE_ CETH i";l:r.\-llrr‘-. “I'IL'I'I. I
exports started accelerating, it also changed our per-
formance, profitability and the culture within our com-
pany, We suwddenly started looking ourwards and devel-
oped the business processes and capabilines required to
deal with imternational customers,

Mz Ded vou again have to change sour HE policies w
enable chis export thruse?

Kalyani: Mo, Actually the HE ininatives that we ook
in e lare 19805 acrually became aur assers in the late
1990, 1 chink it takes 10 years vo change the HR sys-
rem in a company. By then there were enough of
skilled people in our company, they had become faiely
capable and were delivering, The processes were rea-
sanably well ser. We had in place a continuous

MOMEYLIFE TR

improverment coming from the bottom and a technolo-
gy-driven process from the top, These were all merging
exremely well,

This helped us o move to the next level: ereating an
CXPOT sCrategy o get significanc marker shares in
products thar we sell on a global basis. I don's think
there is any Indian company that has thar kind of mar-
ket share in any product worldwide.

Then, in 2001, one of Dana's forging companies in UK
was for sale, Tt was a company called Kirkseall, a small
thing with 15 million pounds in sales, locared in Leeds
jusc opposite the Leeds cricket stadium, They were
making the same kind of components as us and were
supplying o Europe. It was a great opportunity to
goquire a few more custamers. 5o we made an offer to
buy our their book of business, It was a uniquee rrans-
acticns. For three mallion pounds we bought their book
of business but not the equipment or facilitnes, They
sold char off 1o some real estate developer and Hguidar-
ed their Liaklities rowards the ernployess, [t gave usd ten
million pounds of business for seven vears, which we
were quickly able o rranster vo Pune. It was our figst
step iowards becoming a global company.

Then we asked oorselves, why are we restricring ous-
selves only o exports? Why are we not becoming a
global company ourselves rather than juse exporting
products? This was the third inflexion point in our his-
tory, We then carefully crafted a stracegy - we were
good ar chassis components so we focused on those,
CDP of Germany was the besr-known and most
respected company in the chassis component business,
There were same rumaurs that it was in trouble so we
started discusionis in 2001, h{eunwhd:'., the company
went into bankrupecy so we immediately got into the
Prescess af |."|I||J|J.|:|14.'r b i ."l.'!..'l:lt:r al our Cimpeiiors also
]:-n,l Fl:lr thi m:n:pan}' bzt the hul&hm, creditogs and
uniq:ln:n. |1I|:E\-I.I il g hu:ﬁirl.-m.':. model and our bid succeed-
ed, In 2003, when we bought the company it had a
100 million sales and just abour 5 million Euro of
Operaring Profit, Today we are doing 150 million
Euvros. It also gave us experience of managing a large
cutfit m Germany and rremendous visibiliny 0 the
European mackes, That visibilicy fetched s business
from BAMW, Audi, Yolva, Volkswagen and all the big
guys, Customer acquisition was a major benefir and
technology was another benefit because we got into
PASSENEET CArS,

By 2001 we knew what we wanted to do in terms of
being global, We wanred to be in passenger cars, chass
sis business, trucks, crankshafts and fronr axles. We
also knew which companics to target and we targeted
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them, Somewheoe it was quick,
somewhere it took a liede dime,
but at the end of the day we were
ahle o get every company we tar-
gered, We rargeted
Aluminiumeechnile and we got ir.
Then we rrl'rF-rl::d the weennd
largest front axle and crankshakt
producer in Europe. We needed a
foothald in the Scandanavian buosi-
ness 10 trucks. That is when we
went after Imatra Kilsta, along
with which came the plant in
Sontland called Scottash
Stampings, Then we went to the
U5 and got Federal Forge which is
again very similar po CDP - 3
smaller version of CDP supplying
to the passenger car sctor in the
U5, 1o this gave us a good plat-
form to expand our business in
the LIS again at a very small cose -
we pakd just 9 million dollars for
this through the bankruptcy
process.
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w s awteially s lesil
L} ||
H.tr:..mi: e |'|.1'.-t lorited a team he Te
i-'l-|: Toro 4 BiLYS feom finance and TSk
INg. 23 BLUYE ok pEratin J.n-;E 1
e 3 guys froen marketing. Every six
weeks they are in a2 new faciline, They
have o route cham, they make a repor,
they make an acrion list and ghose guys
just simply implemen this srrategy.
SAE g Tsin'e wluls Beloe® wcnr reamm sl LRI
€ Lt bor othier ||'I|I|'i,|||||'l-|.‘
Kalyaniz Well, 1 have not lose even one
guy, [ think, at thar level people don't
go for money. Ie is the challenge to dn
things, the power and opparuniny
These were simple guvs here and are
tolay rurmmg planes in Enrope and
LS and China, Their excitement is fan-
LS,
| L W Har s wowir € B seraiega ?
Kalyvani: Ler me just comphete the
giobal seearegy. Tnitially, we wanted to
get into the global market and make
Bharar Forge a global company, bur

than

in the '

b 20005 woe fele why soe we go in for

erempetitiveness of these husineses?
Kalyanmi: First of all, the leverage
Wwe get 15 in rerms of the cus-

technology and engineer-
ing but if you look at just
managing things, day-to-

global leadership. When | look at
nuambers, Thyssen group's profit mars
g s 0.6%, Bharat Forge is at 20%,

tomers we acquire. Most of these
customers want to buy a lot of
other low eost stuff From India,
Second, our experience is thag,
lncian managers are probahly
better than most people that | L
have seen anywhere in the world.
Mayhe the Germans are betrer in technology and
enginecring but if wou look at just makaging thinos,
day-to-day management especially micdle level,
Indian managers are probably among the best, That is
the first thing. Secondly our guyvs here can understand
numbers, figures and finance in one tenth the tme a
German, an American or a Swede will understand it.
We put rogether a combination of chis, like we did in
Cermany, where we used the technology and engi-
neering capabiliey of the Germans and broughe in our
management practices, philosophies and straregies
and we tursed it profirable in one year. The same
thing is happening in Sweden and in United States. .,
i some places we changed CECs 1o bring beteer lead-

erafiip,

managers are p
among the best

day management espe-
cially middie level, Indian

[aese are big differences

Whett | look at technnlogy levels, they
are almost similir - muy be the
Coermuans lave o I.||!:I:|r edpe it s I'|'.!'_
denl, we supply to the same customers
arovnd the world. We supply to 35
OEMs {Criginal Equipment
Manufactorerss) arouid the world, so we said why noe
go in for global leadership? And thar sarted our
China strategy. [f Bharae Forge wants to be a glokal
leader m this buogmess we connot do it withoot being
in Chima, Ching has an automotive marker of 5 mil-
lion velucles today, probably will be 8 w0 9 million
vehicles by 2012 and by 2015 the Indian market will
be one-fourth of China's. Sccondly, evervbody in the
antomotive world is in China, soil vou dre Aot b
Chima vou rend to get ignored by the rest of the woeld
in this business. We had two |r1.‘1li|1|:|~ - 2RATE A greén-
field progect or take over dan cxmsbing Codmpany. We
didin’t think we had the -'.'u|1.:'."-i]ilgr il |1u!1i:||.!.1 up a
Hn:l.'nfil:[r] F‘r'::'i"-"-'L mhvieak 5](?:] il liom anc seare the

rabably

'-'a']'IIIII.' 'I'.Ir-C'lL'I."I\ frowm '.|.r.11"i'|. |||1 h'-L:I.'I_I.: Lk L& | I'llJ‘-rI'Ilr."H
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we gan apply the same technigues and
models thar worked ebsewhere in che
world for ws, We decided that if we
wanr 1o be in China, why not be Mo,
1 and go and get the biggest forging
company theee. 5o we acguired the
forging plang of FAW, FAW 15 the
largest automotive company in China
and makes over o million vehicles. It
had a capove forging facility,

AL Yown wennt somd oade ancofgerd A
o gl e woople ?

Kalyaniy Oh! We wenr after v [f took
one and a half years, bur we just wen
after it. We bired an investment banker
and we asked them o list the four best
forging companies i Ching. Then our
guvs vistred all four companies = the
best one was Dongfang bac they didn't
wait tosell, FAW was the seconad bess
and the biggest but they had no clue
how to tun a forging business - manag-
wng techinologivs and rechnical process-
s, The Chinese government had decid-
ed tlear whatever they cannot run, they
would privanise. FAW plant was part of that decision, so
we wene after it We mer the Chairman of the Board, the
CED and evervone thar maccered.

MU And none of VOILE SOMIPSTTITOrs weed rlerestcd?
Hal.f.]n:i: S r]:lri::mﬁlrr ||.|.1|:||:|-:I:|- else n.'..'l'.l!u' wenr after
thiem, They were, in fact, trving to get other peaple
inveressed, [f YLl book @t che last ewo o theee YCars,
MOST AUTOMWOCYE COMpanent ventires i Clhona aren't
dul;np" too well. Ewn-_rhu-.!:,' 15 |uh.||:|;|.' HNCLEY, there is a
lictke bit of negaeiviey right pow and our timing and
strategy wias right, But the faccis thar China is the
fastest growing automative marker in the world, They
are making § million wehiches - Five rimes India's size
and eighe rimes Indin's total automotive business value
wise, Thar is because 700,000 of our million are entry
level vehucles. From Bharar Forge's perspective, getiing
into China sent extremely strong signals 1o our key
customers. Daimler, Volvo, MAN. GM and

are all in China. They all wanted a
good forging supplier and we are theis supplier around
the world, so there iv connectivity, We now have such a
huge lisz of requests for quotanons that 1 am telling
them that | cannot work miracles and make things
happen avernight.

ML Yo sl revently that vou oxpect 1o be Mo | by

Valkswagen ...

2O, Hiovw il stomn gas absanin ieF S lesre awaguisirions?

BOHEYLIFE May F006

When we hired labour of

| 500 rupees a month we
could never compete
with Germany. Today
with 25,000 we can

compele with anybody

Kalyani: My understanding of Mo,
1 is this, Thyssen is the Mo, 1 inothe
forging business worldwide and
their sales are roughly abour a bil-
lign dollars, Qur target is w over-
take them by 2008, 1 don’r chink
wi will need more acquisitions, bt
my gt feeling is thar we will be
nhle to cross che magic billion dol-
lar number by 2007, A Lot of that
groweh is going to come oast of
Thyssen, because they are goang e
lose marker share. Their steel busi-
neia s doing veey well but their
guromotive business has pone
down, They work on a 0.6% gross
murgin an sales, their gross profit s
% 46 mullion, My profic s already
morce than that.

Ohse of the issses tha 1 didn't touch
was technology, In the last five
vears we have token some very sig-
mificant steps in creating a technolo-
gy plackorm at Pune. We waiit tis b
leaders nog anly in terms of side bue
slso technology. We want to be ar lease five to wen
years ahead of the next guy 0 the world in technology.
We have developed a lot of new technology and
processes, mvested over Re, 600-700 crores in this
facility and the technology is so advanced today rthat
even Thyssen does not have it. For the first time, they
have b['gun :I:cullm\'mt; s 0 lcuhail.'llug:r' rather than we
following them as we have been dodng for the last so
ManY YEars.

ML: I this pr-.h]:u..'l. |||1E=rl.u'l:|!|ltl'|[:‘

Hﬂl:ﬁl:ﬂi: .."‘\-]l.'l-.I this 15 brand new tuuhnntng:r' and a level
of autamation ¥kl will fot see in India - all dcl.'n;l-;:-pl.:d
|:|:|.' us over here, In the sutomonve i|'||J'u.!|'I.r!-' yol define
capabilicy by things like fabigoe strengeh ete. Our prod-
wers are 27-30% berter than similar products. And that
i5 winning us more business reday than anything else.
ML: Do vou have a collaboranon for sechology devel-
R ITE T

Kalyani: No. All this is done by us and this is India's
competitive strength - the brain power and we recog-
nised this in the late 19805 while the rest of the indus-
try is beginning 1o see this today. India’s competitive
serenpth has never been cheap labour, never. When we
hired labour of 500 rupees & month we could never
compete with Germany. Today with Bs 25,000 a
month we con compete with anybody in the world,
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