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IBEF Essay

India Inc: Global
Turnaround Specialists

Indian companies are
not just acquiring
companies globally,
they are also 
successfully turning
them around

The Tatas and the Birlas are equal partners in this phosphoric acid manufacturing plant in Morocco

I
n the short space of the last decade,
India Inc conclusively proved its ability
to tackle global competition head-on.
Now, in the first decade of the 21st

century, it is proving its mettle on the glob-
al stage by "exporting" its unique value-
creating management expertise. And it is
doing this not just by zealously acquiring
companies overseas but by turning them
around as well.

This is the real story behind the head-
lines. Of course, the trend of growing out-
ward foreign direct investment (FDI) is
striking. India's outward FDI has touched
$19 billion this calendar year up 
from $9.6 billion in 2005. Since 
2000, India Inc has made over 300 over-
seas acquisitions. 

One can see a strong vote of confi-
dence in Indian management, with compa-
nies like Tata Tea, Tata Motors, Bharat
Forge, Wockhardt, Essel Propack,
Continental Engines and a host of others,
leveraging their recently-acquired ability to
work in challenging business environ-
ments. The most stunning display of this
trend has been Tata Steel's acquisition of
Anglo-Dutch steel major, Corus. As per a
recent study by Business Today, almost 40
per cent of the top 50 companies have

made at least one overseas acquisition in
the past three years. The industries range
from IT to Pharma to Consumer Goods 
to Automobiles. Clearly, the appetite 
for newer geographies has increased 
and Indian companies are on a 
hunting spree!

Amongst the early birds in India Inc's
"turnaround expert" story is Wockhardt,
which acquired loss-making Wallis
Laboratories of UK in 1998 for $8 million
and successfully turned it around in a
year's time. 

At first, Wockhardt thought it best to
leave operations of Wallis in the hands of
the European CEO. But it soon realised that
it would be more productive to synergise
Wallis' operations with that of its own. The
European CEO was replaced with an Indian
and Wallis was integrated into the Indian
company. Within six months, Wallis made
a turn around!

This proved to be a lesson for the Indian
pharma company and it used similar
approaches while integrating CP
Pharmaceuticals of the UK and Esparma
GmbH of Germany — the two companies it
acquired in July 2003 and May 2004,
respectively — with its operations.

Similarly, when Tata Tea acquired loss-
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making Tetley of the UK in 2000, many
thought it would prove to be an albatross
for the Tatas. But the Tatas proved their
detractors wrong and the company started
showing signs of an early turnaround in
2001. Key to the turnaround was a debt
restructuring exercise that reduced interest
costs. Tata Tea injected £30 million into
the Tetley group to replace the high-cost
debt. The fact that Tetley's global retailing
operations were complementary to Tata
Tea's domestic business also helped. 

After the acquisition of Tetley, the Tata
group made several significant acquisi-
tions, such as US telecom network opera-
tor Tyco Global, Daewoo Commercial
Vehicles, and Boston's Ritz Carlton hotel.

Tata Motors acquisition of the commer-
cial vehicles unit of the bankrupt Korean
group Daewoo in March 2004 has not only
provided the company with an enhanced
product portfolio but also allowed it to
make a mark in the international market.
The company is now using Korea as a
base for commercial vehicle exports to
other Asian markets. 

Rechristened Tata Daewoo Commercial
Vehicle Ltd. (TDCV) — South Korea, the
company is now growing at a healthy rate.
In 2005-06, TDCV recorded a 32 per cent
growth in turnover at $366 million against
$277 million in the previous year. The
company's net profit zoomed 163 per cent
to $13.5 million. 

Packaging major Essel Propack, which
acquired units of UK's Arista Tubes and
Telecon Packaging in August 2004 and
April 2005 respectively, has turned around
both these loss-making firms this year. 

Essel Propack improved the operational
efficiencies of these two packaging firms
by improving their capacity utilisation.
Both are now churning out profits for 
Essel Propack. 

Some Indian companies have been
remarkably quick in turning around opera-
tions of their acquired overseas firms.
GHCL Ltd (formerly known as Gujarat
Heavy Chemicals) acquired a controlling
stake of 65 per cent in Romanian soda ash
firm SC Bega Upsom at $19.50 million in
December 2005. A month into the acqui-
sition, GHCL managed to ramp up produc-
tion in Bega Upsom by 34 per cent.

Acquisitions by Indian firms are often
made with the intention of getting hold of
order books. Shifting production to India
brings about cost economies. For instance,

Gurgaon-based auto component maker
Continental Engines acquired loss-making
European re-manufactured engines firm
Vege Motors in June 2005 and turned it
around within six months through better
cost controls. 

After the acquisition of ATK Vege
Europe, Continental Engines had the call
option of acquiring ATK Vege, the US
operation arm of Vege Motors. It exercised
that option in June this year. Continental
Engines is restructuring the two Vege
companies by shifting nearly 40 per cent
of their operations to a new export-orient-
ed unit at Bhiwadi near Delhi.

Acquisitions also give Indian firms
access to developed markets. In fact,
Bharat Forge has emerged as the world's
second-largest forging company by way of
M&As. It acquired Carl Dan Peddinghaus
GmbH, one of the largest German forging
companies, in late-2003, CDP
Aluminiumtechnik of Germany in
December 2004, Federal Forge of the US
in June 2005 and Imatra Kilsta AB of
Sweden along with its wholly-owned sub-
sidiary Scottish Stampings, Scotland in
September 2005. 

And the forging major is reaping divi-
dends as a result. The smart turnaround of
its American operations, sustained per-
formance by the Indian and German oper-
ations and significant improvement in its
operations in Sweden and Scotland have
resulted in a 56 per cent growth in rev-
enues in the first quarter of 2006-07.

These turnaround stories are making a
strong case for Indian companies. 
Those with quality management and
strong earnings performance are finding it
easier to raise money in international 
capital markets. 

Till recently, most transactions by
Indian firms were in the range of $25 mil-
lion to $100 million. Today, Indian compa-
nies have achieved financial and integra-
tion maturity. They have gained credibility
to attract more bank financing. 

These trends clearly show that Indian
companies are fast becoming globally
competitive. With easy availability of
funds and strong managerial skills, India
Inc surely has many more LN Mittals in 
the making!

Ajay Khanna can be reached at 
ajay.khanna@ciionline.org 
The views expressed here are personal.

These turnaround
stories are making
a strong case for
Indian companies,
those with quality
management and
strong earnings
performance.

Ajay Khanna
Chief Executive Officer
India Brand Equity Foundation

ibef essay vol 3 issue 4.qxp  23/1106  2:32 PM  Page 13



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


