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engine parts to you. The person just stopped
shert of grabbing me by the collar and
throwing me out of his office for mak-
ing such a ridiculous suggestion. 'This
is high-tech manufacturing and there's
noway I'm letting an Indian company
doit,' he said. Somewhere that lita fire
in me, and I decided that we needed to
change that." 12 years after that first
meeting, Bharat Forge has 100% of
that business.

‘When you listen to Babasaheh
Neelkanth Kalyani describe his
early encounters with European
automajors, thereputation that n-
dian manufacturing had globally
hits home. Companies weren't
willing to differentiate between
the country and a company then.
So it is even more remarkable

was 1995 and Iwas visit-
ingoneof the autocompaniesin
Europe. 1 introduced myself
and said we make auto compo-
nents and would like to supply

that today, about 70% of Bharat
Forge's business comes from out-
side India. From a $1.3 million enter-
prise when he joined in 1972, Bharat
Forge is now the flagship company of $2.5 billion

Kalyani Group with interests in engineering steel, anto
and non-automotive components & equipments, renew-
able energy and infrastructure and speciality chemi-
cals. Kalyani realised early on that the traditional Indi-
an model which used muscle power not brain power'
‘was highly uncompetitive. He went about investing in
technology instead. Unskilled Iabour becameredundant
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In a distinct break from strategy; for its

foray into the capital goods and infrastruc-

ture sectors, Bharat Forge has tied up

with a number of companies to benefit

from the expertise they can bring to the

venture (see table). A significant

share of the industrial goods busi-

ness comes from outside India,

and Kalyani expects it tobe a while

before it will take off at the same scale

at home. Tt already has an established

customer base in North America, Eu-

rope and Russia and over time, will tap

into other developing economies. While

aerospace is still a nascent industry, he ex-

pects a trickle down effect from the huge

spends that have been announced for both

military and civil aviation in India. The shift

in gears is already showingresults. "We had

setatarget of 40% contribution of industrial

products to the standalone group turnover

by 2012-2013 and we are on target to achieve
that." says Kalyani.

Arun Kejriwal, founder, Kejriwal Research
says, "To expect all sectors to do badly at the
same time is a tall order; so in that sense the
diversification is a good move for the compa-
ny. The company was affected by the slow-
down in the auto sector and this will consid-
erably help derisk the business." The other
Dbigshift that Kalyani is effecting ismoving to-
wards complete systems. "So far we have been
a component maker, but the future is moving
towards industrial products and complete
systems,” he says. This explains the JV with
Alstom, where the company will be building
complete power plants and wind turbines in-
stead of just the forged parts that go into it.

Having announced an investment of
Rs1500 crore in 2010 for the non-auto busi-
ness, Kalyani says that the company intends
to use it's existing facilities in India for this
expansion. The bigger investment will be in
people and to this end, the company has tied
up with BITS-Pilani, Warwick University,
UK and O'T-Powai to provide on campus engi-
neering programmes for employees. The em-
ployees who undergo these training pro-
grammes will then bedeployed in the indus-
trial manufacturing business.

"Their whole core capability is the metal-

ally. Now Ba)

Turgical space. The thinking is how to lever-
age the metals capability in markets where
there is huge advantage. The automotive in-
dustry is cyelical and a very difficult one, so
getting good returns is tough. There are larg-
er opportunities where these capabilities can
be used and that's what they are chasing.
Timewill tell Whether this works ornot,” says
the head of a consulting firm.

But while Kalyani may be looking at in-
creasing the share of the non-auto business,
by no means does it mean that the core will
suffer. As demand for autos continuesto goup
globally, so also he expects this part of the
business to keep pace with that growth. How-
ever, the dual shore model which was a key
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part of his strategy for auto won't apply to
non-auto forgings. "The investments and set
up is more complicated and so it would be dif-
ficult to replicate that in the industrial sector.
Besides, manufacturing in India also brings
in cost competitiveness,” he adds.

If the auto components business has seen
its ups and downs given how it directly gets
impacted by everything from an economic
slowdown to fuel and commodity price fluc-
tuations, the diversification into non-auto
too isn't without its shave of risks. For one,
most of these sectors are closely linked with
government policy and can be infuriatingly
slow. Deepak Jain, who tracks the company
at Sharekhan, says that the keyrisk asfar as

3 the man wiho changed the
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and was offered voluntary retivement. Hiring top grade
engineers becamea priority This set the ground for the
kind of growth the business was about to experience.
The meeting with Kalyani happens after much plan-
ning, not surprising given that the Chairman & Manag-
ing Director of Bharat Forge spends a lot of his time
away from Pune, at the company's 11 facilities spread
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thenon-auto sector is concerned is the delays
in awarding of projects in India. "Even if
projects are awarded, there can be delays on
account of other issues and this can impact
the investments that the company has lined
up for these ventures,” he says. There has
been some talk controversy about not getting
environmental clearances at Mundhra
where its plant with Alstom is coming up.
Alsofor thefirst time Bharat Forge will have
to compete against established engineering
companies. Kalyani isn't too worried though.
For one, a large part of the industrial goods
business is targeted at companies outside In-
dia. Besides. he points out, he didn't need to
set up any of the facilities from scratch, just

across the world or making an impassioned case for In-
dian manufacturing at forums like Davos. The journey
from a Pune-based auto component maker to an Indian
multinational has taken time, but along the way, he's
added almost every auto maker in the world to his cus-
tomer list. The company boasts a global market share of
30-40% in all the segments it operates in and not
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surprisingly. is India's leading
auto compenent exporter.

Not one to rest on his lau-

rels, Kalyani has now set

his sights on the non-auto
forgings business. The
new areas of focus: oil &
gas, railways and locomo-
tives, construction equip-
ment, marine, aerospace
and defence. If the last 15
years were about making a
mark as a global auto compo-
nent maker, first through ex-
ports and then acquisitions, the
next few will see the evolution
of the group to an engineer-
ing conglomerate. Say hello
to Bharat Forge 3.0.

The rationale behind fo-
cusing on the new areas is
two-fold: to de-risk the auto
business which is among
the first to be hit in case of
any kind of slowdown, and

to tap into the increasing in-

vestments in these sectors by de-
veloping economies. "A couple of
years ago, we decided we must take
advantage of the other sectors of

the industry which can use the knowledge and compe-

Kalyani.

2008: NTPC:
Power plant equipment along with
balance of power plants

2008: Alstom:
Super-critical equipment for power
plants

2009: Areva:
Heavy forgings for power sector ap-
plications

2011: David Brown Systems :
Building and aftermarket opportuni-
ties in the heavy engineering sector

tencies we've developed in the auto component busi-
ness. There is a lot of infrastructure development in
emerging markets around the world (including India),
and there is tremendous scope for growth there," says
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tweak his existing factories, which meant
that the investment risk was fairly minor.

Building Bharat Forge to be the company
itistoday hasn't been an easy journey. When
the company decided to upgrade its
technology in the 90s it realised that no one
was willing to partner with an Indian
company Rather than give up, it went about
creating the capabilities in-house and
reached a stage where it was competing with
the best in the sector internationally. "Ini-
tially when we went to manufacturers in
North America and Europe, we'd ask them
to come and look at our facilities in India.
Most of them would be surprised to see that
itwasfar more advanced than what they had
back home. That's when the export orders
started coming in. And of course, nothing
succeeds like success,” he smiles. Then, hav-
ing built up its exports business, the compa-
ny realised that if it truly wanted global
leadershipin its industry, it couldn't be done
sitting in India; it had to have a presence in
every geography. That triggered thefirstina
series of acquisitions in 2000, "Once people
saw how we were running the factories
there, people started having more faith in
us," says Kalyani.

Kalyani takes greatpride that the company
competes on technology, not price, and deals
in highly engineered products. n a way,
Bharat Forge's success opened up the flood-
gates to the possibility of India as a manufac-
turing destination. Indian companies havere-
alised theimportance of investing in technol-
ogy and people and today, a number of
companies have made it a manufacturing
base for global markets. MNCs too have start-
ed settingup international purchasing offices
here, and to a large extent, it is pioneering
companieslike Bharat Forge and a few others
‘who share credit for it.

His vision 2020 for his company is clear.
Where does he see himself by then? "Thope to
beretired from business—of coursenotcom-
pletely. I am slowly taking half a step back
every yearand focussing more on mentoring,
people building and creativity Maybe T11
teach, who knows," he says.

priyanka.sangani@timesgroup.com
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