-----------------~

...

~

-------------

...

Cutting Without
AQualm
Shrlgu Raa), vlce-presldenl (human
resources) at Genlech India, found Ihal
his anllude 10 downsizing had changed
over lime. Here's his Slory
This case study was first published

in BW,

7 March 1999.

"

HRIGU, we have to rightsize
again," said my managing director last month. I was relieved, glad that we had finally
decided. The last time we did
so was seven years ago. Then, I
was a neophyte
like the
mythological Abhimanyu - I stepped in
with faith and got sucked in by the anger
and anguish all around. This time I know
my way around, in and out. What we are
going to do is simply downsize. Words like
smart-sizing and rightsizing are mere euphemisms; you have to call a spade a spade.
That's what I have learnt in these seven years.
When you are dealing with organisational survival, it is important to be clear headed.
Why downsize again, my divisional heads ask
me again and again. It has not been easy, but the
market is evolving at such a fast pace. So where is the
scope for emotion? The degree of ambiguity is much
higher now. Look at technology, it is ever changing. Customers' buying behaviour is constantly changing, the canvas of competition is expanding and becoming diverse, the
consumer has more money to spend and a far greater choice. We
have to deal with all these variables. Employees' aspirations, too,
are changing; they are becoming self-driven.
"Bhrigu, you have changed so much," said Ritesh Pant, one of
our divisional heads. "In 1992, you neariywept over the downsizing. This time you are proposing it!"
"Then I was caught unawares by liberalisation. Today I am say-
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ing we need to plan, we need to forecast the
trend of the market, the demanding attitude
of customers, the aggression of the competition, the evolution of the marketplace. Technology is converging: voice, data, everything
is integrating. Faxes will become outmoded,
and with the Internet gaining ground, our entire way oflife will change. Shouldn't! plan for
that future?"! said.
Pant was shaken. "Where are we headed,"
he asked. Only seven years ago, we cut 30% of
the staff. Its effect was resounding for a year after that. Now we are cutting another 30%!"
"But that is a part of organisational survival. If we don't plan
today, there may not be a
company to speak of in
2010," I said.
"Yeah, all that is
beautiful, management rationalisation, our people. But
what happened to feelings? To
care? What will happen to our
family ...." he asked. "Has moving at this breakneck speed become part of our psyche now?
Is this the price we pay for
growth, for keeping up with
the Joneses? Five years
ago, they said India is
where the action is, the
most happening place
on the business map ...
We bought that and ran
and ran faster ourselves. But do stop and
take a look to see if what
you are suggesting is in
sync with our ethos. The
individual
is making
tremendous changes to
his attitude, whether he
works to live or lives to
work. The organisation is
also making tremendous
demands on its skills and redefining what the corporate
family is. But what do we have
today? A certain ruthlessness.
The dependence on the company
as a family is gone! Bonding and
trust have gone!"
"That's precisely what I am working
on. Some have to go so that others survive. I am trying to create a business ethos
which you can trust," I said. There is no doubt
in my mind, no anguish. In fact, it is the best decision under the circumstances.
Seven years ago, we cut 30% of our staff. It would have
been much more had I not dithered and fallen into the abyss
ofquit and remorse. So muddled was I that I had made a number
oferrors of judgement.
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Let me explain. My organisation, GenTech
India, is a large company and makes a host of
office automation products - from personal
computers (pes) and printers and peripherals to copiers, fax machines and mail systems.
Eight years ago, liberalisation had begun and
the market was just opening up. The new entrants were not bothered at what cost they
sold their products; it was part of an entry
strategy for them. They offered value for
money, had international brands that were
aspirational and superior technology. In such
a situation, there was a shadow over our
brands. We had to work doubly hard on our
brands to make a dent on the marketplace.
Our natural response was to take a cut in
gross margins in order to achieve the same
volumes. But that was only tactical; soon that
tactic became the rule. So while we regained
volumes, our earnings dropped. We could no
longer bear the cost internally. We found ourselves selling a complete suite of products just to generate revenues, completely ignoring the cost of selling them. In short, there was panic.
HAT'S when we decided to look at our structure, at product
lines, at channels, at everything. The focus was on cost effectiveness and less on value creation. "Arewe doing what we
should be doing more effectively than the others? If we are
selling more than we did, why aren't we making more
money?" was the topic of discussion at every meeting. What initially appeared like a study of methods ended up being a list of
jobs that could be dispensed with.
I was anguished. But our managing director, Pradeep Verma,
had been categorical. "There are these new predators in the marketplace with deep pockets and sharp teeth. The only way we can
keep our heads above water is to downsize." I was devastated; the
bad word had been pronounced.
As the news got around, the staff came to me, rather 'at' me.
"Why are you doing this?" they had asked. When people are being
sacked, it is the folly of the HR man, naturally. "Why do all this in
one shot? Why didn't the management think of this earlier? Why
didn't they plan for it? Why this knee-jerk reaction?"
Questions, questions, questions. I had no ready answers. For I,
too, was in a state of shock.
I had practised some unchallengeable responses. "We are doing it so that 20 years down the line when we look back we feel
happy that we were not blind to the realities of the marketplace.
For that we have to take the right steps today," I had said.
"You are doing something you believe is right, because it is
right for you!" they retorted.
"We have the greatest faith in our direction setters' unified vision, their ability to sense and develop a futuristic vision ...," I attempted to reply.
"But you own that vision, I don't. It didn't arise in me, can't you
see? I don't own that vision!" one manager said.
"It is not always necessary for all of us to start with owning that
vision," I replied, "so long as we can begin to see the value of such
a new vision and then come to own it. It is part of a value-creation
exercise. We are trying to create better value for our employees
and customers, not just our shareholders."
But 115 people had been 'relieved of their duties'. A pall of
gloom, mine being the darkest, had descended on everyone. The
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--------------------------~~----------------------decisions had been made for me: I was simply the executioner,
the conduit, for bad news. It had passed, like all bad things pass,
but it did leave behind an aura of distrust.
While the external air had calmed and it was 'back to business
as usual', the rumblings had continued with renewed fervour in
the boardroom. Every quarter, the strategy review meeting had
thrown up fresh snags in the survival plan, even as the market
changed. That was the period when I evolved, watching these
men passionately dissecting the organisation, reaching its core
and coming up with a fresh vision.
For two years after 1992, we tried different remedies, but the
marketplace was unyielding. Many of our products failed, others
barely survived.
Suddenly reaIisation hit us. Our approach had to be customerdriven, not volume-driven. That vision was in sharp contrast to the
lack of focus in 1992.The downsizing of 1992 had been a knee-jerk
reaction. It was a desperate bid for survival. We hadn't sought or evaluated whether we were creating value for the customer. It was about
staying with the knitting and becoming lean. The focus hadn't been
defined, there was no clear vision. Now,we had a vision!
OW we were going to bridge the gap between what the
customer wanted and what we were offering, as opposed
to 'this is what I have and this is what I must sell'. That
meant understanding buying behaviour, and having an
ability to offer solutions. Very simply, the customer was
going to dictate our strategy for the future.
Until 1991-92, customers had been divided into corporate accounts and non-corporate
accounts. When the liberalisation
fever hit us, the first level of differentiation had come, triggered off
by changing buying behaviour. We had started looking at corporate accounts differently. For example, we started seeing if an account would help us establish a long-term relationship. It also led
to the development of relationship-based
customer development. A third customer category - government accounts - was
developed. It did not fall in the corporate or non-corporate categories because the buying behaviour was different.
Soon after, we had begun looking at the effort that was going
into servicing each of them. The effort was the same for each category, but the profitability was different. Persons of the same calibre were looking at key accounts, government accounts as well as
individual accounts. And, in all of them, the sales person had
been focussing on volumes. We had been getting better returns
from the key accounts than from individuals. That had led to the
question: do we need to do all this differently?
Today, we are saying, why don't we look in at those key accounts
that have the propensity to buy more and more from us? So we
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started looking at not just selling boxes of products to these accounts, but also services, solutions - nurturing a relationship. At a
subtle level, we were selling the corporate brand name as an icon for
a complete communication solution, so that tomorrow if a key account wanted to buy Internet services, he took us as the first choice,
because we had already established a relationship with him.
It became apparent to me that if that was the way the business
should be strategised, marketing-and sales. must comprise people
who understood customer needs, could build relationships and
engineer solutions - people who could-be single-window solutions providers. Not only would that ensure customer loyalty, but
it would also increase marketshare, ensure repeat orders and adequate margins.
So, from an account base of 3,000, we homed in on 500 that
could be developed as relationship accounts. We realigned our
thinking and channelled our energies to serve our large accounts
with which we needed to build solid relationships. .
Simultaneously, the individual user and SOHO/TOHO (small
office, home office; tiny office, home office) segments were becoming dynamic. Customers in this segment were becoming very
savvy, had gained vast knowledge of product capability, were investing in personal growth and preferred to look at a menu of buying options than a single brand. That led to the evolution of retailing and channel development at GenTech.
We had begun to see some light at the end of the tunnel. Now
we looked at our structure again. In such a scenario, we did not
need such a large sales administration team, because we were already picking and choosing our top 500 accounts that had the potential to grow. The others, typically the individual customer, preferred to deal with the trade, which was doing that job at a lower
cost and more effectively.
Meanwhile, these large customers were also becoming savvy.
They were looking at the returns on their investments more
keenly and now wanted a bigger bang for every buck. They were
now looking at systems as a whole: integrated, networked and result -oriented. In short, they were now seeking total solutions to
every new need instead of just a product.
And we, in turn, were beginning to see the dawn of relationshipbased marketing. Therefore, the skills that we needed were vastly
different from what we had. The first major skill we needed was understanding the customer's business strategy and his communication needs. We now had to figure out where we fit in the entire backbone of a customer's needs, how we could offer a better solution. I
immediately saw that 25% of the sales team was superfluous.
Really, it is the customer who defined how we should be structured. Earlier, the people from infotech, peripherals, document solutions and telephone systems would sell their products separately. But technology - data, voice and other
applications - was converging. Now, if you are one
of the providers, you need to understand where
the technology is converging and what part of
the solution you are going to provide. What
became apparent to us was, if we were not
going to be part of the solution, we may as
well quit the race and be a vendor - a supplier to the chain but not a logistical manager of the solution.
Yet another change was taking place.
More and more people were buying communication products. With prices going down, an
individual with a disposable income of, say,
about Rs 20,000 could afford to buy PCs, cell-
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-------------- .....•~----------------phones or printers. There was a variety of brands in
the same product category, and the consumer
was recasting his shopping list. Our entire business approach had to be radically redefined.
We now began to look at profitability.
Seven years ago we focussed on volumes at
the cost of profits. Today, if we have to improve our bottomline, everything we do has
to be profitable. We'll focus only on those
products that are profitable.
The moment we started looking at consolidation, we began examining the tasks - what
could be done in-house and what needed to be
outsourced. We did some of that in 1992, but we
needed to look at it more closely. The pressure had intensified and we realised that we can't be good at everything.
And this is exactly what I am trying to explain to Pant. The context has changed so much that we have to restructure. By early
1998we started looking at our structure and processes even more
keenly. In 1992, we were essentially changing our cost model.
Then, it was about selling products and being salient in every
product category. But today it is about selling solutions. GenTech's structure was very rigid and geographical. Today we are
planning to structure ourselves around processes and people. We
are being forced to look at large account management, channel
development and channel differentiation. "We need to give them
complete customer accountability," says our managing director.
"They must sell, serve and collect," he declares. "You are a singlewindow with responsibility for your respective areas ...." That's
the process he is referring to - accountability spanning sales,
service, collection and regional marketing all rolled into one. The
managing director has coined a new term, 'relationship management', not even the staid account management.
The salesperson's role has also changed from just selling things
to being a solutions provider. Activities are changing, too. In 1991,
the markets were more organised around geographic definition.
So,we had regional managers, area managers, territory heads and
so on. Today the mantra is "one national strategy for all large accounts".So, key skills have to be centralised.
Earlier,we used to fragment customer service functionally. Todaywe are creating specialists for specific client needs - basicallyspecialist solution developers. Then we were geographically
driven. Today the key organisational drivers are getting centralised and the focus has shifted to value addition. Naturally, the
people dimension changed.
The definition of employment and employability, a dilemma
whichstarted in 1992, is much clearer now. I know that that difference will lead me to the same trauma ... but I feel confident that
I'mdoing the right thing. What I can see is that we are not changingthe basic tenets of the organisation's values, but are looking at
howwe should implement them in a new paradigm, in the next
context.Therefore, compensation plans will have to change, accordingto how much value people add.
In 1992,we compensated people on the basis of cost of living
and performance. Today, I am not even considering compensating for inflation. I need to have differential rewarding systems
basedonly on performance. I don't mind giving a 30% increase to
ahigh performer and nothing to a non-performer.
When I asked my assistant manager (HR),Vishwa Patni, to designa new compensation plan, he was stunned. "Isn't that a bit
tooruthless?" he asked. "How can you, of all people, suggest such
an idea? And what are you going to tell them? That we have
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changed the way we look at people?"
"We need to develop a pay plan that is in sync with our people's contribution to growth," I said. Our whole performance
management system has to change. But face it, even the employees' paradigms have change. Today they are looking at companies where they can have short-term meaningful careers.
"Please understand, while the market for products has changed,
the market for people has also changed, both supply and demand. The paradigms have changed and we have to respond to
that," I told Patni.
"We have to deliver and declare a policy which is very credible.
People today are looking for greater challenges, for learning opportunities. In turn, we have to be ready for bigger challenges," I said.
E

onus of self-development is now on the individual. No
longer is the company solely responsible for employee development; the individual also has a role to play. Besides, the
individual is today armed with so much information that he
~
is very selective about what he should imbibe. As I see it, not
only is business in transition, even employee aspirations are undergoing a change.
Meanwhile, we will continuously look at our value chain, valuecreation possibilities and outsourcing ... in line with expressed customer needs. That will form the pivot of our strategy for the future.
It is a single-point focus now. In 1992, we were trying to do better
than our competitor. Today we want to be the best for our customer.
What we are therefore looking at is change management, a
fundamental shift in the way the company is being run. Things
have changed so much that our feelings have also changed. Why, I
don't feel the anxiety I felt in 1992 when ihad to let some of our
people go. AliI am doing is building the supports to manage
change effectively. I have to deal with it. I can't turn my back on it.
We're desperate to smarten up.
We had to restructure again. We have to selectively reduce our
head count. We will retain those people who are not only good
performers but who are also attitudinally aligned to the new context and who would also be successful in the future.
"Where will these guys go?" asked Pant. In 1991, when we
downsized, Pepsi, Coca-Cola, Reebok, Nike, Daewoo and Kellogg's had come in. Jobs were aplenty. Today the market has dried
up. I can see pain writ large on Pant's face. "Why are you letting
these people go?" he asked. "They are so good!" I said, I didn't
need their skills anymore. My context has changed. I have made a
strategic shift in my business philosophy.
"Bhrigu, you have changed!" Pant said conclusively. Have I
changed as a person? Or has the environment in which we are all
hopelessly sucked into, changed?
_

BUSINESSWORLD

2004

-----------~~--------ANALYSIS I: R.R. NAIR

Be More Proactive
R.R. Nair is adviser and consultant (organisation development) at Hindustan Lever and Asia Business Group,
Unilever. He was selected by the National HRD Network for the National Award for Outstanding Contribution
to the HR profession.
Dear Bhrigu,
READ with great interest your reflections on your experiences with GenTech India. As you rightly said, your
company was caught unawares by the
forces released by Iiberalisation. Rest
assured, you are not the only one .... There
are many who were adversely affected by
the advent of unprecedented
competition. Of course, your attitudes have
changed with time; you have now become
a realist. You recognise and appreciate the
contemporary business scene better and
your company is now beginning to look at
the opportunity provided by deregulation
and is endeavouring to change its structure and business processes to remain
competitive.
It is tempting to evade the harsh realities, but escapism is a barren philosophy.
The positive alternative, both for an individual and an organisation, is to struggle
not only to survive, but also to drive
through difficult times by being proactive
and strong. While there are several lessons
to be learnt, let me comment on a few important ones:
• Change is possibly one of the simplest
words in the dictionary, but its management is often an arduous process. There
are no neat solutions. Each company
has to evolve its own process of creating
advantages and leveraging opportunities.
From this perspective, GenTech's top
management should have foreseen the
future, pro actively quantified a strategic
case for change, and created a shared
mindset for accepting change all around.
Thus, corporate strategy and HR strategy
should be planned and implemented
in tandem. As you plan to create a shift in
mindset from 'traditional accounts management' to 'relationship management',
from selling a product to selling a solution, the possible concerns
of the
internal
and external
stakeholders
should be addressed through candid
communication. Further, this will require
a re-look at the structure, and profile of
your current and future human resources, and so on.
• Successful change cannot happen
without people's concerns. Honest and
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periodic communication helps people accept change in a positive way; therefore,
change per se will not come as a rude
shock; and anxieties can be effectively
dealt with. The CEO articulates the need
for change - a fundamental shift in the
way the company is being run, and
weaves the new organisational reality into
the fabric of the company. Once the new
vision is crafted, HR should playa lead
role in mobilising commitment. Commitment will become widespread when there
is consistency, transparency and involvement. Considerable training initiatives
will be required in the professional/functional skills (the 'what') competencies and
general business skills (the 'how') and
business awareness (the 'context'). If sufficient groundwork had been carried out
on these lines, divisional heads like Ritesh
Pant would have aligned themselves
closely with the changes.

or new fields of activities; identify the
high-fliers who are relevant to your company's future and put in a ring of confidence around them. Recruit top talent
continuously, rather than simply filling vacancies, so that you can provide a highquality resource to manage more complex
business situations. A company like yours,
which is currently undergoing a turnaround, should start talent management
as a corporate priority.
• At this point, I would like to clarify an
issue that is often misunderstood. Weeding out 'weak players' will not destroy
morale. In fact, their low productivity
drags down the performance of all those
they work with. Teams go underdeveloped, and high performers get discouraged and leave the organisation.
Different organisations deal with this
situation in several different ways. As the
head of the HR function, you will have to

• Change ultimately involves everyone
in two ways. We have to implement the
plans to bring about new ways of working.
This, in turn, affects old ways of working.
For example, you felt that with the focus
on the top 500 accounts, you did not need
a large sales administration team. This, in
turn, meant 25% of the sales team would
become surplus. What's more, this problem would have been further compounded by the fact that seven years ago
the company had cut staff by 30%. Does
this mean that you would leave behind a
legacy of downsizing? Or, is there a way of
initiating positive HR action so that the
need for periodic, large-scale downsizing
is reduced? Fortunately, there are several
solutions to this question.
For example, coach and build new
skills and competencies to enable people,
to remain competitive; redeploy people to
meet the growth requirements in current

ensure
that management
decisions
are not only fair, but they are also seen to
befair.
All these steps will help to create a
strong performance culture. As you rightly
observed, the definition of employment
and employability will become clearer to
people. The rationale for the proposed differentiating rewards, based on performance, will become even more clearer to
Vishwas. With these new initiatives comes
a new mind set, the requirement of an exciting and challenging workplace and the
growing conviction that to progress one
should take personal responsibilities for
fighting obsolescence.
• And lastly, there is no 'final diagnosis'
in change management. because the business context will continue to be dynamic
and we have to learn to live with "non-stop
change".
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ANALYSIS II: It GANESH

Be More Human
K Ganesh was founder and CEO of CustomerAsset, a contact centre company. In 2002, it was acquired by ICICI
and renamed ICICI OneSource where he was president till October 2003. After serving his lock-in period, he is
now contemplating a new venture.
N
1992, GenTech India responded to
competition in the only way it probably knew - by increasing volumes and
reducing margins. It is evident that the
management did not understand the
situation clearly at that time. It approached the problem in much the same
way as people in an overcrowded boat do,
right in the middle of the ocean - throw
some people out of the boat so that everyone does not perish.
Well, there is not much else one can do
when one is caught in the middle of the
ocean with a fierce storm brewing. In
hindsight, one could have utilised one's resources to create a better boat while on
shore. In the current scenario, GenTech
needs to evolve a vision for business, a vision that is shared by its people. Pradeep
and Bhrigu would need to monitor all actions that they propose so that they are in
line with the vision.
GenTech needs to address the human
issues with a more caring attitude. There is
no doubt that harsh decisions need to be
taken for the organisation to survive and
grow. Still, the following steps would help
the company retain some goodwill and increase the morale of those who stay on:
• Do the entire exercise over a period of
fewmonths and not drastically. During this
time provide opportunities to the employees to learn new skills that will help them fit
into the new game plan. After the training,
select the best so that the employees feel
that they have been given a chance.
• Let employees take their time to look at
new job opportunities outside the company. It will ease the pain of transition and
help them find alternative employment. It
is easier to get a job while still employed.
• The company plans to outsource many
ofthe tasks to reduce costs. The employees
should be given the first opportunity to
take up the work. The company can encourage and assist them by providing support in the form of training, capital, used
machinery at subsidised rates or an extended credit facility so that they can set up
small units to take up the outsourced work.
• While GenTech focusses on select large
accounts, the next set of customers can be
handled by channels consisting of em-
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ployees. These employees may need assistance and counselling, but they can turn
out to be the best channel as they get to
know the company and its products and
services better. Sales personnel can be encouraged to go on their own in small regional teams, become channel partners
and promote GenTech's products.
• Before opening the product sales to
channels and then to retail trade, GenTech
should see whether it can bargain with the
larger prospective partners to employ some
of its sales/service personnel who are likely
to become redundant. This will be useful
for the channel partner as well. For the employee this may be a better alternative to
being unemployed. Such steps may help
GenTech in easing the change process and
mitigating the shock. The employees (especially the existing ones) will see the company has done everything possible and, despite downsizing, it cares about them.

tion. Attend a course in sales and distribution management, pro actively seek out
opportunities in the area.
• Learn: It is important to upgrade skills.
For instance, people selling personal computers and commodity office automation
products can learn software applications
so that selling solutions becomes easier.
• Be Flexible: Employees should be prepared to move into functions or locations
they would have normally avoided. Typically, such developments take place over a
period of time. By moving into new positions, one can reduce the chances of being
retrenched during lay-offs. This is more
true for people with skills that are not easily deployable.
• Be Prepared For The Worst: In today's
context, even being the 'best in class' does
not guarantee lifetime employment. The
market, the top management focus, competition, mergers and acquisitions - any

Clearly, in the new era, employees also
need a change. Let us see what they can do
to weather the winds of change.
• Broadbase SIdlls: An employee needs
to ensure that he is not stuck with narrow
skill sets. He needs to volunteer for more
broader assignments and not bet on specialised expertise. For example, if an R&D
engineer has an open attitude and, over
the years, has picked up experience in
other related (perhaps, strictly less technical) areas such as testing, assembly, customer support and trouble shooting, it
might make it difficult for the firm to dispense with him.
• Plan: Anticipate changes and take
proactive learning measures. Invest in
yourself. For instance, with large companies such as GenTech looking for fewer accounts to be handled directly, there is
more opportunity in channel development, channel management and distribu-

ofthese make a person's function redundant. So, be prepared. Have an outline for a
suitable plan of action to be implemented.
The case puts forward some interesting
questions. If the purpose of the enterprise
is to provide value to its shareholders, customers and employees, how does it create a
sense of trust in the minds of its employees
when rightsizing becomes a reality?
Have the changing times brought the
reality to the Indian markets that employment is purely a function of the employability of its skills? In these times, an enterprise creates a niche for itself primarily
because ofits ability to manage its intangible assets - its people. How does a company get its employees to participate in
business processes without making them
afraid oflosing their jobs?
These questions are what top managements need to consider while defining
their vision for the future.
_
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