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“YOUR VISION
HAS TO BECOME
EVERYONE'S VISION”

The head of the world’s largest forgings company

recounts his journey to the top
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©0 W hatever we
have achieved

is owing lo our
lechnological
strength and not
an oulcome of
Iﬂbaur arbitrage

tive b} nature as thE}r are run un-
der harsh conditions, which is why
you need a high level of technical
discipline. That does not come un-
less you get the Lechnu]ng_}' right,
improve technical processes and
constantly train people. By the be-
ginning of the 1980s, we were a rel-
atively stable and strong organisa-
tion. Though the forgings industry
was as nascent as the automotive
industry, in those days there were
close to 30 forging companies, including MNCs such as
a British company called GK¥ in Kolkata, and US-based
Wyman Gordon Forgings, which operated out of Mum-
bai. By the 1980s we had surpassed them in size because
we became technically smarter and faster in our abil-
ity to work. While we used to compete on similar cost
structure, we were preferred suppliers because we were
nimble-footed in meeting our client demands by cus-
tomising products to suit their needs.

But our hlgge:,t problem those days was getting good
qualﬂ,_y steel since there were nnl} twa h'lllJPhEl‘h — Vis-
vesvaraya Iron and Steel Plant and an alloy steel plant
in Durgapur, both of which are now part of saIL. We
were not getting the righl qua]il_v, S0 my idea was to set
up a steel alloy plant. In 1974, the government came out
with a policy allowing private industry to set up steel
units, provided the investment in plant and equipment
was under %1 crore. We decided to go ahead and in 1975
our first steel alloy plant, Kalyani Steel, was born right
here in Pune. Here again we managed the whole tech-
nology part on our own.

In the 1980s we looked at the value addition, as a whole
new generation of trucks was coming up and so was
Maruti. So, we got into the brake line business for |J=1:.
senger vehicles and driveline and axles for trucks. All
these required forgings and, hence, it was a value addi-
tion for Bharat Forge. But getting the technology was a
big challenge. It took a lot of effort and time convincing
our tech partners (Bendix for brake line and Rockwell
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International for trucks) to come
to India, but the biggest challenge
was getting past their legal depart-
ment! Tech transfer contracts are
a lot simpler today than they were
back then. While the axles business
is still part of the group, we sold off
Kalyani Brakes as passenger vehi-
cle technologies began changing
and nobody would part with their
technology unless you gave them a
majority stake in the business. For
us, it didn’t make sense to stay on
as a minority partner, so we sold
out to Bosch in the 1990s.

In fact, the early years of liber-
alisation were not exactly a purple
streak for the company as it was
facing a sluggish domestic market.
It was around this time we felt that
unless we modernised and went in
for exports, there was no way to
survive, At that time, people didn't
believe we would be successful; the
industry and markets were both
critical of our strategy terming us a “white elephant”.
It was a time when the belief was Indians could not cre-
ate technology and that relying on technical support
from advanced nations was the only way to succeed.
But I believed that creating your own technology was
a better option because relying on partners would have
meant restrictions on doing business in markets where
they were present.

Through borrowings, we invested a large amount
(%140 crore) on modernisation. We created a facility that
helped us to get orders from companies in the US and
that's how our export business started scaling up in the
1990s. What gave us the confidence was that whatever
we had achieved was on the basis of our technological
strength and not an outcome of labour arbitrage.

SPRINT TO THE TOP

Because of our success in exports we said, why not look
at being among the top five forging companies in the
world? In 2000, we just had four-five export custom-
ers. The big question was, how do we get a crack at the
Daimlers, GMs and Fords of the world? That's when we
created a strategy of externalising ourselves, beginning
with our first buyout of a small company (Dana Kirk-
stall) in the UK in 2000 for a relatively small amount.
The buyout gave us a multi-million dollar order-book.
But more importantly, from four customers we got an
additional 10 European OEMs, That fired us up to take
larger bets in Europe. Soon we had four companies un-
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der our belt. It was a clear strategy to position ourself as
a preferred supplier across markets. Since we were com-
pletely absent in the high-performance cars segment,
we made our acquisition in Germany by buying Carl
Dan Pedinghaus, which was in the bankruptcy court.
Our next buyout was Imatra Kilsta, a forgings com-
pany in Sweden, after which we bought a company in
the US and later entered China through a joint venture
with FAW Corporation. The idea
was to create a worldwide footprint
and between 2000 and 2008, we did
manage that and grew 10-fold.
However, 2008 changed the world
for manufacturing companies dra-
matically. It was especially trau-
matic for the US auto industry,
which went into bankruptey. It was
difficult to predict what could have
happened. I was in Peoria, Illinois,
when the financial crisis hit in late
2008 and I saw Caterpillar's sales
fall 75% in one month: such was
the impact on the manufacturing
industry. It was a difficult patch
for us and we, too, had to quick-
f_',.' downsize operations. But what
helped our cause was that most EU
companies had seen such events
in the past. So, there was no ques-
tion of non-acceptance from the
labour force as they realised that
we weren't any different from oth-
ers who were going through simi-
lar pain. Today, all our buyouts are
profitable, barring North America.
But the problem here is that ana-
lysts don't understand that in Eu-
rope you have a certain cost struc-
ture. Suppliers in Europe make
7-8% EBITDA margin and in India

have. The reason is simple — they don’t have a strategy
that allows them to do this, We invested about €100 mil-
lion (3600-odd crore) on our acquisitions, which every
year generate a cash flow of T60-70 crore, Our only un-
fortunate experience is in the US, which we would term
as bad luck as the entire auto industry in that country
went down. That’s life... everything may not work out
as per your plans.

But the key factor that differen-
tiates us is the kind of sophisticat-
ed labour force that we have today.
When we began modernising in
early 1991, the first thing that hit
us was that nobody in the plant was
equipped enough to handle auto-
mation. The first six months was a
complete failure as nobody under-
stood robotics and we realised that
we needed a different HR model. In
the 1990s, our 3,000-0dd workforce
was largely (2,500) blue-collared
and the rest was managerial. To-
day, it's the other way around: we
have over 2,000 engineers. While
most workers opted for VRS, oth-
ers were trained on campus in our
engineering cullegﬂ, Exc]u.si\rel}r for
the company. We have 45 seats ev-
ery year and 600 applicants! It's
free for employees and is run by
BITS Pilani. The kicker is that you
get a BITS degree, which motivates
you to do well. That's why we call it
our internal talent factory.

©© In the 19905, our 3.000-odd work-
Jorce was largely blue-collared. Bul
loday. il's the other way around

Bharat Forge is doing 25%. So, they
expect you to make similar numbers in the EU... you
have to see the financial numbers of other EU compa-
nies to understand the reality.

But we are happy that our acquisitions have helped
develop a link between Indian manufacturing and over-
seas customers. We were unable to convince large OEMs
that as an Indian company we could supply critichl
equipment to them on an on-going basis, So, we had to
own these entities and the rub-off effect is that we have
increased exports from Bharat Forge as well. Today,
there is not one auto component supplier who has a cli-
ent list like ours (Daimler, BMW, Audi, Volkswagen and
Volvo, to name a few) or even the export content that we
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While I am not a major votary of business manage-
ment, my philosophy is that if “you" have a vision, it
has to become “everyone’s” vision and that’s what lead-
ership is all about. Secondly, empower people in the real
sense of the term by allowing them to implement good
ideas and, more importantly, give credit where it's due.
That instills a sense of pride and belonging. We had a
vision to be among the top five global companies, but
today we are the |argmt fargingﬁ. company in the world.
It's a tough act to follow but then that’s what challenges
are all about — if there risks are aplenty, there are re-
wards galore, too. ©

— AS TOLD TO V KESHAVDEV
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