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HaltingThe
Haemorrhage
A leading multinational corporation looks for
ways to stop an Increasing outflow of
dissatisfied senior managers

This case study was first published in BW,
22 February 1995.

ANKAJLal Sharma watched the
day's latest batch of milk products being packed into corrugated boxes. There was a tangible silence on the shopfloor,
though 50 workmen in sterile
boiler suits scurried around,
preparing the Gadwal-based milk plant
for the next day. It was Sharma's last day at
."..
Denko India, a large multinational and
part of the Rs 2,000-crore Denko group.
This particular plant had been taken
over by Denko, and Sharma, the then production manager at Denko's Thane plant,
moved in. Sharma arrived to find a hostile
labour force which viewed the ew management with a lot of apprehension.
With not much senior staff support, Sharma
had to personally oversee every activity, down to
the last detail. The new systems imposed by Denko
were alien to the staff and most people had initially resented every change. With two shifts running, Sharma
invariably spent 14-15 hours at the plant.
There wasn't much else he could do in the one-horse
town that Gadwal was. He did not have his family with him. A
fitness enthusiast given to three hours of playing tennis and
swimming daily, Sharma found no avenues for continuing this
regimen. This sapped his energy levels significantly.
Worse, the move to Gadwal was very inopportune for Sharma's
family. The higher secondary exams were just four months away,
and Sharma had been personally coaching his daughter in physics
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as well as chemistry. She was shattered by her
father's unexpected transfer. She couldn't be
Sharma was the 11th manager to leave
relocated just months before her final exams
Denko in 1994, and it was only August yet.
The previous year had been worse: 28 manwas out of question. Besides, Gadwal did not
agers from five group companies had quit.
hold any promise of a sound college educaNaturally, Denko's management was begintion. Sharma had discussed this problem
with the vice-president (technical) J. Ranning to worry over the quality - and not the
ganathan, but was told: "Please accept the
number - of managers who had resigned:
transfer for now. We will soon find a solution."
two senior directors, four controllers from
marketing and accounts, and a host of seniorAs if a hostile labour force, no staff
and middle-level managers.
support and an ill-equipped house in the
Also, while these people represented a
plant premises were not enough, the three
mere 8% of the management
staff, they
management trainees promised to him did
were, in fact, 25% of the value deliverers.
not arrive. Sharma plodded along alone,
trying to give shape and method to the
These were people who had spent more than
factory. But in time, things began to
10 years with the group, people who were
get better. In the next six months,
carefully chosen and groomed with manthe attitude of the labour
agement development programmes in India
changed and the plant was
and abroad. Many of them would have been
the direction-setters
and part of the core
renovated. But just as
things were getting under control, Sharma
management group of tomorrow.
What also rankled was the fact that some of these chosen
resigned. He had accepted an offer as
technical head of the Sarabhal group's
ones had left to join family-managed companies (FMCs). Take
the case of Ravi Pande, a senior brand manager, who had acnew food processing company.
A shocked Ranganathan cacepted an offer from the Mehta group as vice-president (marketing) of their new joint venture with a large US confectionery
joled and persuaded Sharma.
''After having spent 17 years
multinational.
Denko's personnel director Darius Shah cauwith us, why this sudden
tioned Pande about the pitfalls of moving into a non-multinational (MNC) culture. "Think about it, Pande,' he said. "You
change of heart? We have the
surely don't want to wipe out the 14 years that you spent with us.
greatest regard for your technical expertise and the GadYour move to a family company may well be the biggest mistake
wal plant owes its successyou will ever make!"
Just before putting in his papers, Pande had been moved to
ful turnaround
to you.
Denko's coffee plantation in Kunoor. After 13 years in Denko InWith the company poised
to make great forays in the
dia's consumer products division, Pande did not perceive Anbour
Coffee as a key business area. And, looking at the hierarchy and
milk products business,
growth potential, he felt he would not get divisional responsibility
your resignation comes as
for a long time.
a shock to us. You know
Shaw then held out the carrot of an overseas posting, but
that your promotion as
general manager of the
Pande felt the few years away from India would effectively put
factory will be announced
him on the back burner. He had come to see that overseas postings ranked on a par with any other Indian posting and were not
next month. We understand your distress at being
an elevation from where one could move to better levels.
separated from your family,
As he put it: "There have been cases of managers returning
but by next year we should be
from overseas po stings and being forced to accept the nearest
able to move you out," he said:
opening. Of course, being part of a sound internal lobby helps,
but these lobbies are so fluid that you might not be in the runBut Sharma had made his
decision. The Sarabhal offer was
ning on your return. So, apart from a meagre social kick-up, the
overseas carrot holds no value for me. As for the FMC bogey, I
a better position, in Mumbai, at
don't see it being relevant any more." Pande felt that such comtriple the remuneration. The promotion at Denko as factory manager . panies, though family-owned, were increasingly professionally
would only ground him at Gadwal for
managed. They were also keen to use the collaboration route to
another three years. The technical and
grow in business stature. And they were hiring vast numbers of
production function was already weighed
MNC professionals.
That bothered Shaw. Denko's biggest strength had today bedown with senior managers, many of whom
were making lateral moves. He too had taken 17 come a potential threat. Dedicated to career development
years to reach the general manager grade. What he
through training and job rotation, the group used a common
needed was a quantum leap, which the Sarabhal offer
management resource pool. Managers were exposed to a variety
provided. As he said to a colleague: ''At44, what incentive
of different industries - from oil to office automation. With an
annual training budget of close to Rs 1 crore, the Denko group
does the Gadwal posting hold for me? Internationally, companies are known to double salaries for hardship postings.IfDenko
had come to be seen as a virtual college for career development.
Thus, while professionals coveted employment with the group,
wants senior managers to accept these backward area po stings
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but
Denko was struggling with resolving the new relationships, the
increased manpower that came with the various acquisitions
and the fact that too many small plants were unprofitable.
Denko, meanwhile, was busy justifying these. Sharma explained that there were at least eight product lines the group
needed to discontinue, but the management was slow and bureaucratic in realising this. As a member of the taskforce for
business rationalisation, Sharma had recommended the closure
of two factories whose productivity and logistics were a drain on
management resources. In the light of newer acquisitions and
better located plants that came with them, it was only sensible
to close these two unprofitable units. But there were groups and
groups who debated and argued. No decision was taken.
Harsh Tanna was another manager who had had similar feelings of dissatisfaction, though for different reasons. In his opinion, it was the vast size of the group itself that had slowed down
its response time. To make matters worse, the organisation
structure had not been rationalised: it had about 10 layers in its
fold. There were 200-225 managers in the M2 grade, many of
whom had no clear career path in the organisation. Most of
them rose in time or came into these grades with acquisitions
and mergers. Lower down the hierarchy, there were more jobs
and roles. But once in the M2 grade, there simply weren't enough
jobs that were stimulating.
Tanna felt that a shelf had been constructed between M2 and
Ml, and the surplus was parked here. This had fragmented responsibilities and reduced the number of managers'. "From being
a senior product manager last year, I've entered the 'parking lot'
and been promoted to branch sales manager. From marketing, I
have gone back to selling, whereas I would have liked to move to
divisional management. Look at my peers in other organisations.
At 37, they are marketing managers; in smaller organisations, they
are heading the marketing department!" he exclaimed.
For Tanna, growth within the organisation had to have some
relationship to the external market. He felt that growth at Denko
was far too slow and meandering. As he pointed out: "There are
others like me who are being moved in short, small measure into
areas which don't add value. I do have ambitions of becoming
CEO; but at Denko, I will, in all probability, retire as a controller. I
want to head and run a division. My last 13 years at Denko have
given me all the honing of skills I need. Therefore, why should I
feel pleased with an assignment in sales management?"
But whileTanna was looking at the new foreign firms and Indian joint ventures, Victor Kurien quit in December 1993 to join
Sunray Textiles as CEO of its denim operations in Malaysia. His
reasoning was equally simple as well as critical of Denko. "I am
not a textiles man. They have hired me for my general
management skills and my track record in commercial management, which spans edible oils,
jams, squashes and malted drinks. They put
me at their Bangalore plant for six months
and four months at their collaborators' in
Seattle. Now I am on my own. This is entrepreneurship. The unit is my responsibility; sales and profit targets have been defined. I can take risks, strategise and
deliver. There are no rigid parameters or
committees to check my moves. Would I
have had this opportunity at Denko? No," he
said succinctly.
As Kurien explained, Denko grew neither

corporations, in turn, eyed the groomed managers as readymade
resources. Trading off investments in training, these companies instead offered captivating salaries. Mused Shaw, "Denko is like a sitting duck, unable to arrest the exodus."
Money did not seem to be the only reason for the flight because Denko paid handsome salaries; at the entry level, Denko's
package of Rs 10,OOO-plus-perks compared well with the
Rs ll,OOO-plus-perks offered by the American Bank and
Rs 12,OOO-plusoffered by a large US cola company. It was further
up the hierarchy that the packages did not compare well. But
last year, Denko restructured its entire pay plan increasing
salaries across the board by 25%.

S

HAWagreed that these remuneration levels still looked
like peanuts compared to what family companies and
some foreign trans nationals were known to be paying.
They were also offering free holidays abroad and dollar
equivalent salaries. Ought Denko to have matched this
slab for slab? The 25% increase had raised personnel costs
from 8% to 10% of total costs and 1994's increment was going
to be a minimum of20% as against a minimum of 15%. Any further increase would cut into Denko's profits.
Shaw felt every new company wanted to inspire investor
confidence. And their rivals were not existing Indian companies, but other foreign companies also in the entry phase. So
there was a mad rush to hire, buy people, land, supply sources
and distribution networks before others did the same. "In beating the Ioneses, the only muscle such MNCs can flex is money. I
wonder whether four to five years down the line, they will be as
generous with designations and salaries," argued Shaw.
Denko decided to spruce up the salary line and watch. But senior managers at Denko continued to leave. Sanat Sharma, who was
Denko India's sales and distribution manager (office automation
productsl.left and in less than a year, he was vice-president (strategic planning) with Zweiss International. This is what he had to say:
"Up to a point, Denko was good for me. In my first seven years, I
could feel the growth and enhancement of my skills. But during my
eighth year, I felt a distinct dissatisfaction with the kind of future
Denko held for me. I toyed with the idea of joining a large Hong
Kong-based office copies manufacturing company, and similar offers did come my way. But it was only last year, my 12th with Denko,
that I found my niche - in Zweiss International."
Sharma was sure that liberalisation had recast his menu of
options. But he insisted that his dissatisfaction stemmed from
the fact that Denko did not hold the throbbing excitement that
Zweiss did. For, according to Sharma, Denko had simply grown
too large. In the last five years alone, the group's various
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managers, nor entrepreneurs. The company called
them business managers, but these people
could do nothing without the blessings of the
executive board. And the layer-upon-layer in
the organisation structure made decisionmaking tedious and frustrating.
Shaw wasn't sure if Kurien's resignation
was a function of money or lack of opportunities at Denko. For Kurien's promotion as
Denko's financial controller was due to be
announced in January, and Kurien was aware
of the move. Yet he had resisted further persuasion to stay on. Kurien's resignation took the tally
of departures in 1992 and 1993 to 45, which was
alarming. The company was used to normal departures
of around 4% each year across all levels. The level of attrition now
was 8%, something Denko could not ignore.
What also pained Shaw was that this steady erosion at senior
levels was affecting morale down the line. Yet he felt the Denko
group still had the dynamism of aggressive growth, new acquisitions and an investor confidence that was endorsed by its stockmarket performance. While he was keen to establish the truth
through exit interviews with the resigning managers, there was
little he could elicit.
That was when he went to a headhunter who had hired 15
Denko managers for various clients and had a confidential discussion with him. The recruiting firm indicated having received
some 20 resumes from various Denko middle-level managers.
That's when it became evident to Shaw there was an undercurrent
ofsagging morale at the middle levels in Denko.
Lack of challenges and opportunities for growth ranked high,
a factor which Shaw learnt when Atanu Choudary, general manager (marketing) of the foods division, resigned last April to join
USFoods, an American chocolate company. This had happened
despite a 30% increase in Choudary's salary and perks, following
an excellent performance appraisal. Choudary had joined Denko
as a management trainee in 1980, soon after he had graduated
from the Indian Institute of Management-Calcutta.
By 1986,
Choudary was on the fast track with every division vying to induct
him. Yetwith everything in his favour and possible overseas postings,he quit. The resignation shocked the Denko management. It
was only about six months later when Shaw ran into Atanu
Choudary at New Delhi's Palam airport that their chat led to a
comparison of the two organisations.
Choudary said: "Denko claims to be proactive and market
responsive. Yet it is incredible that how slow and lethargic its
system are. Either it is a function of size or of complacency with
success. What is more likely, however, is that it is the result of the

_

style of consensus management that borders on risk averseness,"
Elaborating on the events which led to his ultimate resignation, Choudary recalled the year 1992. That was when the foods
division, which manufactured tomato ketchups and purees, had
proposed manufacturing soups. Spearheaded by the divisional
head MadhukarVerma, the product went into development and
research, and after nine months of development and testing, it
was declared fit for launch. The decision then rested with the executive board for three months, during which period it was
bounced back and forth across the nine-member team. But what
was unbelievable was that here was the Indian economy in the
thick of a virtual food industry boom and there was the Denko
management team dithering and dissenting. At the end of it, they
just asked to shelve the product offering no coherent explanation.
DIVISIONAL head is responsible for sales, volumes, profits
and long- term growth. But when it comes to implementing
strategy, he is dependent on the executive board for a decision! This is the sum and substance of the decision-making
culture at Denko. I know that in two years, I would have
moved up as divisional head; but I asked myself, 'is this what I
want to inherit?' As far as I could see, there was no difference in
the authority levels between my boss, the divisional head and me.
Therefore, what did I have to stay back for? Could I ever hope to be
an entrepreneur manager? If the same situation were to present
itself at US Foods, I could take the decision with no need to revert
to top management," he said.
At the close of 1994, Denko had lost 42 managers out of its
575-strong management staff. Shaw was anxious. The managing
director had called for an employee poll, seeking their perceptions of the organisation's management style and culture. "What
ails our organisation?" was his fundamental question.
What should Denko do to restore the faith of its employees? -

A
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ANALYSIS I: G. SRIDHAR

Caught InA Classical Trap
G. Sridhar is HR director for African and Middle East region of Cadbury Schuieppes

(confectionery division).

ARIUS Shaw is not without company. The events at Denko reflect
the contemporary
phenomena
that are affecting several large established multinationals and Indian business houses of repute. At a more
philosophical level, this could be dismissed as inevitable, as no transition is
achieved without pain and a period of
seeming chaos and disturbance.
The Denko group is caught in a 'classical trap'. The management development
system that has evolved over the years is
indeed a commitment to human values.
It almost represents the character of
Denko and an enduring vision for the
people who make it. That vision and
those strategies served well in an era
marked by protectionism.
.. It is worthwhile to understand the human matters that underpin the happenings at firms like Denko. In the pre-Iiberalisation era, opportunities
for careers
and meaningful self-actualisation
were
limited. The process was marked with
managers seeking long-term careers with
the social premium attached to remaining a single-company man. In this phase,
managers remained passive and, at
times, even tolerant of the pace of growth
determined by organisations. Talented
youngsters sought opportunities with the
likes of Denko. Large MNCs with diversified businesses were few and the name
provided respect, status and, of course, a
meaningful career.
••
However, the context of the past is rapidly giving way to a new reality characterised by the unleashing of market forces.
Corporate India wants to make a mark
globally. Should Denko abandon a personality that has evolved over decades or add
on processes that enable it to meet the
challenges ahead?
With Iiberalisation, the managerial
environment and opportunities are undergoing a shift. Where options have increased manifold, managers have increasingly begun to exercise choice, take
risks, experience their self-confidence

D

and seek opportunities for actualisation.
Clearly, managerial career-paradigms are
changing. Opportunities which test competencies, provide space for actualisation
and growth and, reward competitively are
increasingly being sought.
Systems and structures in organisations are indeed essential and do facilitate
strategising organisational vision, but can
deliver only up to a point. Over the years,
role and role-effectiveness has occupied
centre-stage. But in the changing scenario,
the 'self' behind the role is popping its
head and heart. Shouldn't the two be held
simultaneously? Do we recognise this and
create space in our work systems which
will offer opportunities for self-expression? Do we keep in view the need for balance between self, workplace and home?
After all, roles which do not provide space
for the self can only lead to monotony and
associated dryness.
As organisations grow and become
successful, they begin to rely on their systems and structures. This indulgence at
one level focusses on the process ofbureaucratisation,
both functionally and
across the organisation.
This in turn
leads employees
to a psychological
position wherein they begin to complain
and suffer from boredom with no meaningful challenges to look forward to.
Perhaps, the human resource development (HRD) practitioner needs to ponder
and reflect.
Another thing that organisations
need to remove is the shroud of
secrecy that surrounds decision-making
processes. It is rare for organisations to
respond in the manner Denko expressed
itself to Sanat or Atanu. Truly, Denko
failed to respond with candour and
transparency leaving the un articulated
feelings of individuals
unattended.
Managers with seniority and demonstrated track records cannot be left to
feel marginal and peripheral. Would it
not be more desirable to express oneself
with a human face, as opposed to the
large monolith
which is faceless?
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Indeed, removing this mask requires
both courage and conviction in a style,
which may initially appear vulnerable
and frail. In the longer haul, however, it
evokes relatedness and a sense of wellbeing in an organisation.
Finally, the HRD practitioner, in the
changing context, needs to differentiate
between managing and leading. Organisations like Denko are typically in the
'management'
metaphor
coping with
complexity. The response is typically incremental with corrections
to guard
against further downslide: making compensation
competitive,
designations
more attractive, improving hygiene factors at the workplace and providing
value-added benefits.
Contrast this with the 'leadership'
metaphor. Tied in to the business vision
of the corporation, such organisations
actively (and deliberately) seek out people with leadership potential and provide
them with a range of opportunities
and
experiences designed to evoke and develop this potential. The CEO and his
close ally, the HRD practitioner, need this
vision to tap available potential and to
create an institutional space which will
foster learning and growth. This could indeed be what distinguishes the successful
from the also-rans.
I am by no means suggesting here
that leadership is superior to management. Far from it: leadership and management are two distinct processes, albeit inseparable. While management is
all about coping with complexities, lead- •
ership focusses on effecting change and
transformation. Both metaphors are important and critical for organisations t,o
sustain and grow. People processes
in organisations
are seeking a look-in
from the CEO and his team - the leadership value.
Shaw and Denko need only to look at
these patterns and processes. After all, attrition is derived from atrophy and when
drawn inwards, there emerge action
choices for change.
_
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-------------------------ANALYSIS II: ANIL DIXIT

Suffering From A Disease
Anil Dixit is vice-president (human resources), Frito Lay International, Asia-Pacific Region.
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ME of the most successful companies in India have fallen prey to the
euphoric but deadly habit of 'smoke
our own exhaust', or SYOE. This
leads to what could be called obsole-

tum compiacentitis.
These -organisations have fallen into
the trap of believing that their success is a
result of their structures, processes, systems, values, culture and leadership. However, the unfortunate reality is that their
success is not due to, but, on the contrary,
despite these systems and structures. Operating in a closed market economy with
little or no competition is probably the
essence of their business success and the
SYOEtrap (see illustration A).
Because of the rising curve of business
performance and the lack of mechanism to
track employee morale, the downward
trend of morale goes unnoticed and
unchecked. So obsoletum complacentitis
keeps growing (see illustration B).
The behaviour patterns, which are
symptoms of the disease, are not visible to those suffering from the disease.The dissatisfied employees have
no choice but to fret and fume and endure. Meanwhile, the organisation is
so overwhelmed by its business performance that it pays less and less attention to employee needs and aspirations. It also continues to practise
traditional remedies which are no
longereffective.The final result is that
SYOEcontinues; tradition, hierarchy
and bureaucracy thrives; and unfortunately, suppressed employee dissatisfaction lies dormant, waiting for
theright trigger.
Denko seems to be such an unfortunate organisation.
What ails Denko? The organisationhad been functioning in a closed
economy and was considered a very
successful group. As it grew and
evolved, its employees also developed their skills.
However, the organisation was
not alive to this change that the employees were experiencing. Therefore, the style of leadership which

was autocratic continued on a status quo
basis; the communications
style continued on a top-down basis; the growth in responsibilities did not keep pace with the
development of skills; and manning costs
remained high due to large numbers.
With skills and aspirations changing, the
employees began to feel frustrated. Once
the economy opened up, it brought in its
wake a whole host of multinationals which
were willing to make heavy investments for
faster returns. Th demand for trained managers went up and employees began to feel
that they,had a choice.
The crux of the problem at Denko is one
of inability to respond to the changed environment which has also brought about a
shift in the employee's perception of his employer. The employees now desire opportunities to impact the business and decisionmaking
process,
faster
growth
in
responsibilities, a greater degree of autonomy, a management style that is more participative and super salaries.

Obsoletum - Complacentitis
SMOKING YOUR OWII EXlfAUST
ClOSED ECONOMY
LOW
EMPLOYEE
COSTS

UCENCE
QUOTARAI

The desires are certainly not being fulfilled at Denko. Additionally, the rapidlygrowing Indian economy provides the perfect trigger for the virus of suppressed
employee dissatisfaction to spread.
The corrective steps being taken at
Denko seems to be an accountant's solution to personnel problems. What Denko
needs to do is:
• Streamline the organisation structure in
line with business requirements: if employee skills have developed, the structure
should encompass higher role stretch and
flatter structures. This will lead to greater
challenges, more empowerment and lower
manning numbers. Low numbers will also
mean lower manpower costs.
• Develop human resource systems, particularly career planning ones. Employee
development should be an exercise in partnership. Further improvement of skills
should be recognised by providing higher
responsibilities.
• Set up compensation as well as performance management systems. As
the number
of employees decreases, organisations become better placed to increase compensation levels. This can be better
utilised by sharpening the focus on
'pay for performance'.
• Examine management style and
World
culture issues. As employees develop
capabilities, they experience an increasing demand for their skills. As a
result, they expect a style that provides for greater freedom and autonomy. Denko needs to examine such
aspects of its culture that have been
rendered wasteful/harmful as a result
of changing times and bring about the
necessary changes.
There is no single measure which
ri:
will make the problems disappear
overnight. Denko requires a con$~
certed effort at understanding the
problems, and at analysing the
various personnel and human re, ~
source issues. It must make changes
in line with business requirements,
employee aspirations and environmental conditions.
•
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LACKOF COMPETITION
OUTMOII£D YALUES, BELIEfS. PRACTICES
Global Economies
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Obsoletum - Complacentitis
SMOKING YOUR OWN £XIIAUST
• ft's not broken, don't tly to fix n
• We ant the best and that is due to our culture. systems. beliefs, and
leadership
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• We are the most successful company and you should be proud to belong
• That is how n has worked for us and this is how n shall always be

OUTMODED VALUES. BWEFS, PRACTICES
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