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AClashOf
Cultures
When a family-managed concern decides to
shift to a more professional style of
functioning, the transition may be made
difficult by Its corporate culture

RADEEP Singh sat in the park-
ing lot watching the cars leave
one by one. He needed to
make up his mind before he
left the premises of Balaji
Global Group (BGG) for the
day. At yesterday's particularly

acrimonious meeting with the chief op-
erating officer, K.R. Muthiah, Singh had
burst his dam of patience and told him in
no uncertain terms what he thought of
BGG's policies.

It was not a sudden argument. Singh had
been patient for the last 18 months. When he
left Trilo Hygiene Products, a multinational
corporation (MNC) where he was head ofhu-
man resource development (HRD), to join BGG,
it was to spearhead a change to professionalism
and empowerment. Then Muthiah had said to him:
"In five years, we have grown 100% and this year we
are crossing the Rs 1,500-crore mark. With so many di-
verse businesses and a vast management team, we want
to develop our managers to grow out of a task orientation
to one oflong-term business orientation. I want you to come
in as the group's HRD director to institute the change process.
We want you to work closely with the family in evolving a new cul-
ture and replicate the MNC model of effective and proactive busi-
ness management here."

And while it meant relocating to an alien region with a totally
alien culture, varied customs and habits, Singh felt it was worth
the effort and emotional upheaval. With his 20 years' of exposure

This case study was first published in BW,
17May 1995.
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and experience in a multinational, he be-
lieved that if even a few like him entered fam-
ily-managed concerns (FMCs), Indian busi-
ness houses could make a quantum leap in
their contributions to the country's manage-
ment development.

As if to reinforce his faith, one of the first
things he was asked to work on was a per-
formance bonus scheme for the business
heads and CEOs, to grow their initiative and
business drive. Two months later, when
Singh discussed his scheme, Muthaiah said:

"You need to discuss this with the rest of
the family and convince them. I sug-

gest you meet them individually
and discuss the matter."

Singh was confused;
many of the family were

not directly con-
nected with the

businesses - the various businesses
were managed by professionals. But

for the purpose of some internal
structure, these professionals re-

ported to some specified sen-
ior family member. Therefore,
it made more sense to dis-
cuss with the CEOs first and
get their commitment. Af-
ter all, the onus for the di-
vision's success or failure
was ultimately on them.

But later that year,
when Singh presented
his evaluation of the
performance, G.K.
Muthalingam, the pres-
ident (corporate af-
fairs), protested over ex-
cluding six business
heads from the bonus.
"These people have been

with us for many years;
we cannot be harsh on

them. After all, it is the first
year and if we do not en-

courage them with rewards,
they are unlikely to perform

well in the future," he said.
The family was indulgent as

business heads enumerated rea-
sons for non-delivery of goals, and

Muthalingam insisted that as a gesture
of encouragement, all business heads be

rewarded. Much to his chagrin, Singh
found that while at the outset they were

driven by goal-setting, when it came to looking at
performances below norms, there w!s tremendous

dilution. Thus, while they had the philosophy of a re-
ward system, they lacked the political will to implement it.

In fact, felt Singh, it was this accent on the family that encour-
agedhereditary succession and diluted the much-needed focus

on performance. This was also evident in the
recruitment of people based on recommen-
dation, rather than merit and experience.
Family members were installed as heads for
most businesses but the CEOs were profes-
sionals - chartered accountants and MBAs.
In their recent drive to professionalise, BGG
had hired four MBAs from MNCs to head the
businesses. Apart from these, the general cal-
ibre of the managers left a lot to be desired.
Many did not possess the competence and
professional drive required for a senior man-
ager. They were typically from within the re-
gion, with no broadbased experience in
larger companies or other states in India.

And this did not augur well for BGG, felt
Singh. Going by the recent acquisition spree,
the diversification plans and investment
commitments, mere financial clout was not
enough and sustaining BGG's businesses

would depend heavily on the calibre of the professionals, their
ability to take independent decisions and develop a sound busi-
ness orientation.

In fact, Singh often found the diversities in the businesses a
strain. The calibre and variety of personnel needed to manage
many of these were not available within the group but the family
insisted on using internal talent. Very often he was faced with a re-
cruitment that was neither planned, nor necessary. However, the
justifications offered never ceased to amaze him.

FOR instance, Vasu Muthalingam, who headed the textiles
division, justified the hiring of a chartered accountant as:
"He is a fine accountant and his father was our production
supervisor in the cement division until he retired last year.
We had promised his father that his son would be em-

ployed by BGG." It was this accent on personal promises and as-
surances that Singh found totally distanced from a business fo-
cus. No wonder then, he felt, that despite its turnover ofRs 1,500
crore, BGG's profits were only a paltry 4%.

And it wasn't just recruitment. Other business decisions were
similarly influenced by emotional considerations. Only recently,
Deep Ahuja, the CEO of the electronics division was complaining
to Singh about what he called "methodic madness". Ahuja, an en-
gineer with an MBAfrom a leading business school in Delhi, was
asked by the president R.Y.Seshagiri, (grandson of the chairman),
to allot 40% of the division's transport contracts to Velayudan &
Sons. Ahuja was surprised. The new transporter came at a pre-
mium of 8% which translated to incremental costs of Rs 251akh
per annum. Ahuja felt this to be an unnecessary strain on the divi-
sion's business. But Seshagiri reasoned that it was prudent busi-
ness practice to develop an alternative source; besides which, the
transporter was the grandson of the ex-financial controller and
BGG needed to "take care" and show solidarity in strengthening
his business.

Other similar practices surfaced from time to time and Singh
was convinced it was time the group broke out of the traditional
practice of nurturing unrelated causes. But Muthaiah refused to
listen. And neither was he willing to consider Singh's proposal to
streamline designations and rationalise the organisational struc-
ture. Each business unit was structured differently; some had a
president, others a CEO and many also a business head, who was
a family member. "Ifwe are talking of a change, then it must be re-
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fleeted in the way the organisation is structured so that the lines of
reporting and responsibility flow are homogeneous," said Singh.
But the family said: "How can we take away a designation that has
been given?" For the example clearly pointed to Muthalingam
and Seshagiri, both of whom held the post of president.

But Singh was aware that if designations and reporting rela-
tionships were not streamlined, the current noise level in the
multi-reporting relationships could create unnecessary di-
chotomies. For instance, Muthaiah, as chief operating officer
(strategy) also headed the garments division, whose CEO was
Dhiren Chinoy. Chinoy had to also report to Sambasivarn, a
nephew of the chairman, who had limited experience in knitwear.
But Sambasivam was being groomed to take over as the business
head and Chinoy was pulled in different directions between the
two men.

EARLYin the year, Chinoy discussed with Sambasivam a pro-
posal to dispose some Rs 60 lakh worth rejected knits lying
idle in the warehouse. Sambasivam rejected the idea, and
as luck would have it, a small fire at the warehouse de-
stroyed the entire stock. The next evening in Muthaiah's of-

fice, in the presence of six others, Chinoy was pulled up for in-
competence. "What kind of a business manager are you? Ifwe had
disposed them as scrap, we could have reduced our losses,"
shouted Muthaiah. When Chinoy pointed out that he had dis-
cussed the possibility with Sambasivam, Muthaiah blasted him
some more. "I am the business head and ifyou value your job, you
will talk to me!"

Chinoy obviously could not get over this humiliating incident.
In a bitter note to Singh, he wrote: "I don't need to take this sort of
humiliation. Managing a garments unit is not an easy task and
this is the last thing I need. If I consulted Sarnbasivam, it was be-
cause they asked me to deal with him as the local business head at
Tirupur. And, in any case, I refuse to be treated as a slave and be
shouted at. I am a professional and I am sure I will find more dig-
nified employment elsewhere. Kindly accept my resignation."

Singh realised that this style of management was fast percolat-
ing down the line. Younger family members who witnessed their
elders' style, nearly always found it successful in winning the obe-
dience of the junior managers and emulated it. Singh could see
there was a cultural dissonance and the newer crop of profes-
sional managers was not likely to accept it. But the question was
how was he to communicate this to the management? He could
see there was fear in the minds of many and most were even wary
of speaking their mind. This also meant that the culture enabled
retention of only mediocre senior executives and had not allowed
development of any professio'fial/systems orientation at work.
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And even if a CEO attempted to act independently, he was
promptly hauled over the coals and publicly denounced for
breaking the rules. Even day-to-day business decisions could not
be taken without the family's permission, as Sudeep Krishnan
who took over from Chinoy, discovered. When he changed suppli-
ers for lack of quality, the original vendor complained, and Krish-
nan was derided for acting out of turn. For the visible culture of
the Balaji family was in total contrast to their style of manage-
ment. While there was a show of wanting to empower, in fact, the
family at every point sent subtle messages that they were the own-
ers and demanded subservience.

Seemingly simple folks, most people lauded their simple eat-
ing' dressing and living habits. And the family believed austerity
was a virtue. So they travelled in simple cars, but all of them had a
choice of yes-men who followed them everywhere and waitedon
them at every meeting. Even the senior patriarch, G.D. Ramadu-
rai, was almost never alone in his room. Two men always stood on
either side to rush to his every bidding. The whole ambience and
body language spoke of domination, control and of wanting com-
plete subservience.

And Singh found this language and culture was not conducive
to the growth of a democratic organisation. "If the culture has to
change," Singh told Muthaiah, "then it should start with shedding
the aura ofterror and promoting open discussions with the em-
ployees, without holding out threats. But the terrorisation in the
form of erratic, abrasive behaviour has only helped build clones
and promoted passive acceptance. And unfortunately, senior ex-
ecutives have now come to believe that such behaviour begets re-
sults and is rewarded."

And that was enacted, when T.M. Kalyanasundaram, the fi-
nancial controller of the electronics division, was promoted as the
CEO of that division. As far as Singh could see, TMK, as he was
known, was just a sharp financial man. No doubt he had delivered
some results in his function, "but that is not enough to be a CEO,"
said Singh to Muthaiah, when he was told of the promotion.
"What a CEO needs to have are clear leadership qualities, abilities
to manage resources and motivate people. If anything, TMK has a
track record of demoralising and terrorising his staff and most
have not enjoyed working with him. All he brings to his new posi-
tion is a fine numbers acumen, but no business orientation."

Asked Singh: "What message are you sending down the line
about your culture? That this is the style that will be rewarded and
this is our role model?" But the refusal to debate and pro actively
deliberate on alternatives to organisational problems was almost
endemic. Led by the overall fear of the family and now the per-
formance bonus scheme, business heads were risk-averse and
quick to pass the buck.

Which is what happened at the domestic appliances
division, which was headed by T.v. Murugan, a

nephew of the chairman. When an export order
for 50,000 mixers was received from a buyer in

West Asia, Chetan Vyas, the chief accountant
of the division, worked on a detailed pricing
and projected a profit of22%. When the or-
der was completed, however, the actual
profit delivered was a shockingly low 12%.
Murugan quickly called in the auditors to
investigate the accounts and found that reo

jects alone accounted for 7%. Further inves-
tigations revealed that the wastage was a

function of substandard steel used in the order.
It was found that the quality of steel supplied
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was not adequately tested for conformation to the
norms. The required net weight and tensile
strength of the alloy was communicated to the
vendor but each supply was not tested, on the
assumption that all batches would be as per
specifications. More important, the clue lay
in what the purchase manager said: "Pala-
niappan Steels has been our supplier for 20
years and we trusted them."

Trust, as Singh could see, was an emotion
that underscored most business relationships
at BGG. It transpired that the vendor was se-
lected by Murugan despite knowing that he did
not have the technology to continuously monitor
the quality of his output. While it was clear that the ero-
sion of the profits was due to raw material quality, Murugan
blamed the purchase department for not ensuring good quality.
Healso blamed Vyas for exaggerating his projections by not build-
ing in wastages adequately in his pricing strategy. Vyas had, in
fact, built in a nominal 2% for rejects but this was obviously not
seen as adequate.

However, Singh was clear that the problem lay in quality con-
trol and vendor selection. He said: "We need to develop our ven-
dors as partners in progress. This means educating them about
our products and customer needs, the reason's for demanding
certain specifications and testing this technology periodically to
check if it fits with our needs. We take pride in saying that Pala-
niappan has been with us for 20 years. But in these 20 years, what
value have you added to his business or processed? Have we in-
vested in his business to ensure our interests?"

As Singh could see, as a culture there was no attempt to diag-
nose a problem. Instead the terrorising had led the focus to shift
from problem analysis to penalty levying. There was tremendous
suspicion, doubt and undermining of each other at work rather
than a clear-cut discussion of the problems. For instance, in the
case of the export order, the purchase manager had tried his level
best to draw Murugan's attention to the sub-standard quality of
the raw material. Instead of perceiving the problem, Murugan
had felt his authority was being undermined and questioned by a
subordinate. And both the purchase manager and Vyas were
sacked for gross negligence.

Singh met Muthaiah to seek his intervention to stall the exit of
the two sound managers. But Muthaiah was clear that it was the
duty of the subordinates to strengthen the hands of the business
heads and in this case, they were guilty of negligence. But Singh
believed Muthaiah was not exercising his authority to question
Murugan, on the other hand, he was exercising his power based
on closeness to individual family members. He felt that by not
judging the situation on its merits, Muthaiah had wasted a golden
opportunity to set an example to inspire both Murugan and the
other managers.

And this, Singh felt, was detrimental to the long-term interests
of the group. Despite the fact that all earlier encounters had
dampened his spirits, he decided to call a meeting of the senior
familymembers. His note said: "Given the various diversifications
andacquisitions we have entered into, it is necessary for us to look
atBGG'sculture towards empowering our managers and building
the strengths necessary for future growth and success. A culture
represents the values, beliefs and expectations shared by mem-
bers of the group and exerts a normative pressure on the mem-
bersto conform to the shared codes. Since it shapes the behaviour
ofpeople, the concept of culture will open up the possibility of

bringing in changes in attitudes and behaviour. It is with this
background that I request each of you to share your thoughts on
how we can collectively articulate and craft a culture for BGG."

And Singh could see that the issue of culture needed to be ad-
dressed urgently. With newer family members being given stew-
ardship of the new businesses, it seemed more critical to develop
an inspirational role to emulate.

BUTmore was in store for Singh. Muthaiah, the spokesper-
son of the family said: "Singh, while we appreciate your
enthusiasm and concern, the family does not wish to dis-
cuss the subject. We want to retain total control, and em-
powerment is thus not suited to the needs of our group.

We would always want the total involvement of all the family
members in all matters. But yes, we were definitely going to in-
crease the induction of professional managers from multina-
tional companies, so that there is at least a subtle conversion in
management styles."

And Muthaiah pulled out some papers pertaining to Rishi
Dasgupta, the marketing controller of Dagwood Industries.
Muthaiah had received his resume from a local head hunter and
he now asked Singh to quickly hire Dasgupta.

The following week, Singh flew to Mumbai to meet Dasgupta.
Dasgupta had close to 18years in industrial marketing and strate-
gic management. But he needed time to think about the offer of
president (group marketing). Ashe said: "I have always worked for
MNCs and I need to be sure before I move base to a FMC."

When, after four weeks of relentless chasing, Dasgupta declined
the offer, Muthaiah was furious. He told Singh: "Youhave failed us
miserably. After all the lengths we were willing to go on salary, other
benefits and position, you, an MNC manager yourself, have been
unable to market the group to Dasgupta adequately."

Singh was taken aback. This was the last thing he had expected
to hear. He had done his best in marketing both BGG's image as
well as the company's position to Dasgupta. "What has my being
an MNC manager got to do with anything? I am not selling choco-
lates; I have to sell an image and Dasgupta will buy it only if that is
what he wants. And as for the culture, I have not been able to
make the desired dent. It is possible only over a period of time,
through collective effort, co-operation and conviction. Building
an image requires a sustained plan and commitment - and cer-
tainly not coercion. But my request for a relook at the culture has
been turned down."

And now, as he ran the last encounter over in his mind, Singh
was convinced he could not spend any more time with BGG. He
stepped out of the car, went to Muthaiah's cabin and handed in
his resignation. •
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ANALYSIS I: ARDON JOSHI

A Need For Shared Vision
Aroon Joshi retired as president (group HRD), RPG Enterprises. He is now an independent consultant in organ-
isational behaviour and human resource development. He is based in Pune.

THE case presents an interesting in-
sight into a growing organisation
which has shown strong entrepre-
neurial traits and is completely fam-
ily-owned. It wishes to change into

what is called an 'MNC style of working'.
While there are two sides to this issue,
namely, Singh's and Muthaiah's, the latter
is the more formidable in terms of bring-
ing about the changes in the otherwise
old-fashioned organisation.

Muthaiah wishes to change an existing
culture to something that typifies the
MNC model for him. Muthaiah hopes that
hiring some MNC-trained CEOs and an
HRD official - Singh - would help the
company enormously. They would use
their training like a magic wand and the
MNC culture would come about shortly.

Different persons have different percep-
tions on how MNCs work and, in any case,
the good MNCs have arrived at their respec-
tive successful models over many years of
experimenting in various directions. There-
fore, to expect automatic changes is erro-
neous. For example, for Muthaiah, MNC
stands for long-term business orientation
as against the task orientation of the FMCs.
Singh's priorities, on the other hand, were
around goal-setting and performance ori-
entation. Similarly, Singh's performance in-
centive is viewed by the group as a way of
distributing largesse at the discretion of the
family and keeping the senior employees
happy, regardless of performance.

Therefore, an FMC wishing to convert
to an MNC culture needs to be very sure of
what it is seeking. The family needs to de-
cide what changes are actually involved in
this decision. Perhaps even take the help
of a consultant with experience in both
cultures, who can enable the family un-
derstand the inevitable changes.

Many organisations have very defined
ideas about the roles required to run their
businesses, their responsibilities and their
authorities. On the other hand, in most
FMCs, as with BGG, individual family
members oversee every division in their
empire. This family member is effectively a
senior to the CEOand often takes on the de-
cision-making powers of the CEO. This
leaves the appointed CEO in a very doubt-

ful situation; he does not know if he can
take the decision, yet he certainly knows
that he is responsible for the consequences.

Take the case of Sambasivam. This sit-
uation is best avoided by a clear definition
of what Sambasivam was supposed to do
and what authority he had. The answer to
the question - was he a learner or was he
in charge - could have saved Chinoy his
job and also avoided the serious mishap of
losing him. The ideal situation would have
been to appoint family members as CEOs
of the various companies and have them
take independent decisions with or with-
out the help of subordinates. In this way
they would have both learnt on the job as
well as taken on the responsibility for the
consequences of their individual deci-
sions. This would have been the way of
conducting business adopted by MNCs.

One of the common problems that or-
ganisations like BGG face is the way HRD's
role is defined. In this case, it would seem
that HRD was required to run the gauntlet
of changing the organisation with very lit-
tle help from the family. In fact, as a spe-
cialist function, what HRD can do is
merely facilitate the change. The job of
making the change happen would ideally
devolve on the line managers in the family
who are overseeing the working in the
companies. It appears that the BGG family
does not have a shared vision of where the
group needs to go in terms of this change.
Any organisation wanting to introduce a
culture change must necessarily have a
shared vision of what the change implies.

It is easy to understand why the transi-
tion was slow at BGG. It is a strong, grow-
ing group with a string of successes in the
recent past and the family members prob-
ably question the need for a change in the
style of working, particularly since the ex-
isting style has stood the group in good
stead in the past. It would require a strong
and accepted leader in the group with pre-
eminent convictions about the direction
to take and an ability to carry the entire
family along with him.

Many a family has floundered over dif-
ferences in opinion over how its business
should be conducted and unless consen-
sus is achieved over the change itself, splin-
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tering of the family becomes inevitable.
The change of the kind that Muthaiah en-
visages will take a long time and will have
to be done in very slow stages before it can
snowball into a groupwide change. In the
manner it is being done now, it will cause
more harm than good because if family
groups get a reputation for having a high
turnover of good employees, making any
change would become a futile exercise.
The deleterious effect of this kind ofrepu-
tation lasts for a long time.

In my experience, a change of this na-
ture needs to be planned well. The initial
steps need to be as non-threatening as
possible. Training programmes can be a
very subtle but potent intervention at this
juncture. Under the banner of training
where even the family is included, new
ideas can be safely introduced and even
championed by various family members.
Incentive payments, on the other hand,
could become very threatening if family
members have to explain to some CEOs in
their charge why they were unable to get
them bonuses, when the problems oflow
productivity were often caused by the
family members themselves.

In summary, therefore, a major change
of this nature needs thorough understand-
ing and planning. The forces working for
and against the change need to be
analysed and those dissenting could be
converted by a force of conviction and
participation. A time-bound event sched-
ule, taking into account threats and per-
ceptions, needs to be drawn up, again par-
ticipatively. Change will come about when
a critical mass develops in its favour. Itwill
then flow in easily and not have to be
thrust into the organisation.

Ideally, Muthaiah and Singh should
have sat together and analysed the direc-
tion they wanted to take in the organisa-
tion. This would have thrown up family
problems, implementation difficulties,
etc. They could have then arrived at a plan
of action of where to start, from the most
difficult to the more problematic, take
stock as they went along and eased diffi-
culties. Throwing the HRD manager in at
the deep end and expecting things to hap-
pen is likely to result in resignations. I



ANALYSIS II: V. SANJEEVI

Fools Rush In \

V.Sanjeevi is the chairman and managing director of e-Logistics, a company he founded along with a few
logistics professionals in 2001.

MANY family-owned, managed
and controlled Indian compa-
nies such as BGG are growing
faster, both through the generic
and diversification routes.

Their need for quality people to manage
the newer businesses has also increased
over time. Growth has also led to a desire
to revamp their images through profes-
sionalisation. However, it has been seen
that the commitment for these changes
comes from one or two key individuals of
the family and not from the entire lot.

On the other side, managers working
in MNCs look for opportunities where
their skills could be used more effectively.
While some large MNCs provide their
managers with adequate training and de-
velopment of skills, they are definitely not
in a position to provide these trained
business managers in-house opportuni-
ties to develop, hone and use these skills.
In addition, there is no strong desire to
have entrepreneurship as companies like
this are entirely systems-led. Hence,
some individuals like Singh, who feel un-

lack of synchronisation with each other.
While the professional party is in a great
hurry to prove his capabilities and apply
his training, the family-run organisation
wants stability first and then change that
too, at a gradual pace.

Let us look at proven change strategies
adopted by various companies. According
to Nitin Nohria of Harvard Business
School, change strategies fall into two cat-

the lack of open discussion.
No attempt seems to have been made

by the family at BGG to adapt to the
change agenda or even define it. As for
Singh, he should have met most of the
family members·and obtained their con-
sent to the proposed process of change. A
change of culture takes as much as five
years to a decade to set in and, hence,
there is also a need to agree on procedures

egories: evolutionary and revolutionary
(see 'The Strategies Of Change'). Let us ap-
ply this to BGG.

At BGG, while Muthaiah and, perhaps,
other members of the family as well seem
to want the evolutionary approach, Singh
has chosen the revolutionary strategy.

der-utilised, look for greener pastures in
companies like BGG.

In these kinds of job marriages, prob-
lems arise either because the promised
remuneration is not given or be-
cause the promised job respon-
sibilities are not delegated. Both
cases lead to problems.

If the company goes back on
itspromises, the incumbent feels
either totally demoralised, or de-
motivated. On the other hand,
when the ultimate intention of
both parties is seemingly gen-
uine, as it happened at BGG, a
mismatch occurs when the pace
at which both parties are work-
ing is not in harmony or there is

Therefore, because of the difference in
their approach, discord was experienced
- and almost inevitable - in the selection
of a reward system for senior levels and in

The Strategies Of Change
Evolutionary Revolutionary

Speed Slow Fast
Style Participatory Directive
Support Training Incentive
Progress Breaks downWins
Requires CouragePerseverance
Assumption Organisations

have time to adapt
to the change

Verylittle
time is
available
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as well as a time frame.
Immediately afrer he joined BGG,

Singh should have carried out a detailed
study of the existing operating style and
should have agreed on change strategies
and change tactics for transforming the
culture. Areas such as performance-linked
bonus, which are much more threatening,
could have been postponed until a rela-
tively later stage.

This approach would have helped
him get small wins, based on which
incremental changes/successes could
have been achieved. However, what is
most important to the entire change
process is the necessity to get the concur-
rence of the family on the issues that war-
rant change and to frame an action and
time plan.

Most FMCs are conducive to change
based on the evolutionary strat-
egy. Here the 'change agents' are
the family members whom the
others have for a long time
looked up to for direction and
decision. Had Singh worked at
motivating the family to work as
'change agents', he may have
clocked better scores.

The organisation is always
more important and greater than
individuals. Having already lost
the faith of Muthaiah, Singh will
have no option but to resign. •


