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Q. 1










20 marks

A. State whether True or False with reference to the constitution of IMCI.

a) All Fellow members of the IMCI can suffix CMC after their names.

(  True

(  False

b) The following constitute all the office bearers of the Institute: President, Vice President, Honorary Secretary and Treasurer

(  True

(  False

c) The Immediate Past President of the IMCI is a member of the Executive Council

(  True

(  False

d) One of the objectives of IMCI is to set a minimum remuneration for consulting assignments

(  True

(  False

e) The quorum for a meeting of the executive council is five members of the council and the decisions of the council shall be taken by a simple majority.

(  True

(  False

f) Three representatives of the College of consulting firms are included in the Executive Council that manages the affairs of the Institute.

(  True

(  False

...2...

(Session I Contd)

B. Please Answer the following

g) Name the present president of the ICMCI (International Council of Management Consulting Institutes)

h) How many local chapters does the IMCI have today?

i)   Five

ii)  Six

iii) Seven

iv)  Eight

v)   Nine

vi)  Ten

i) Please rank the following grades of membership in increasing order of seniority. You may assign rank 1 to the most senior, rank 2 to the next highest, and so on.

 i)   Individual member

 ii)  Student member

 iii) Fellow member

 iv)  Associate member

 v)   Affiliate member

j)  Name at least three past presidents of IMCI
(i)    _____________________________
(ii)   _____________________________
(iii)  _____________________________

Q.2










10 marks

Describe the process by which firms can become members of the College of Consulting Firms (CCF). What are the grades of membership of the CCF? How is the CCF represented in the council?

Q.3










10 Marks

The IMCI’s Code of Professional Conduct embodies the following basic principles:

· High standards of service to the client

· Independence, objectivity and integrity

· Responsibility to the profession

Narrate any one incident, which you may have faced, or observed other consultants facing, that might have led to a value dilemma as regards this code of conduct. How did you resolve the dilemma (or how would you resolve it if you were in the same position)?

...3...
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Q.4










20 Marks

Case – Consultancy Opportunities

You are a management consultant and have been approached by Nisha Tiwari, Director – Human Resources of International Trading Industries. They need help to design an inhouse consultancy division which is a form of business diversification for them as well as an efficient way to use their manpower trained in international trading operations.

Detailed below are your notes on the meetings you have had with key executives.

Bharat Shah, Chief Executive

Setting up the consultancy division is Bharat’s idea. He feels the company’s presence in 10 countries and their knowledge of each market is all they need to make the project a success. If this idea works, it will ensure him a position on the Board of Directors of the firm.

Ramanjit Singh, Director – Operations

Raman does not think they are ready for this expansion yet. Says his people are already overworked and consultancy can seriously jeopardise their trading business.

Hardeep Kaul, Director – Marketing

He supports the idea in part. However, he is cautious that sourcing business takes a while and they may not be perceived as serious consultants coming from the trading business.

Vijay Parekh, Director – Finance

He is concerned that fresh investments may eat into the company’s pockets and there is no predicting how long it will take for them to break-even, given global recession and political uncertainties.

Nisha Tewari, Director – Human Resources

She agrees with Ramanjit that their people are overworked. However, this new assignment could offer them a new challenge that they can meet with their existing skill set and competencies.

Questions:

1. What are your recommendations for International Trading Industries on opening an in-house consultancy division?

2. How would you like to design a consultancy division/firm?

...4...

(Session I Contd)

Q.5










20 Marks

Case – A Case of Betrayal

Vijay, an M.Com and an ICWA joined the Finance Department of a Bangalore based electric company (Unit 1) which, boasts of an annual turnover of 400 crores. He is smart, intelligent but conscientious. He introduced several new systems in records keeping and was responsible for cost reduction in several areas. Being a loner, Vijay developed few friends in and outside the organisation. He also missed promotion four times though he richly deserved them. 

G. M. Finance saw to it that Vijay was shifted to Unit 2 where he was posted to Purchasing. Though Purchasing was not his cup of tea, Vijay went whole hog, streamlined the purchasing function and introduced new systems, particularly in vendor development. Being honest himself, Vijay ensured that nobody else made money through questionable means.

After two years in Purchasing. Vijay was shifted to Stores. From Finance to Purchasing to Stores was too much for Vijay to swallow. He burst out before the Unit Head, and unable to control his anger, Vijay put in his papers too. Unit Head was aghast at this development but did nothing to console Vijay. He forwarded the papers to V.P. Finance, Unit 1.

V.P. Finance called in Vijay, heard him for a couple of hours, advised him not to lose heart, assured him that his interests would be taken care of and was requested to resume duties in Purchasing in Unit 2. Vijay was also assured that no action would be taken on the papers he had put in.

Six months passed by. Now was the time to effect promotions. List of promotes was announced and to his dismay, Vijay found that his name was still missing. Angered, Vijay met the Unit Head who told him coolly that Vijay could collect his dues and pack off to his house for good. It was a great betrayal in the life of Vijay.

Questions:

1. Why did the management behave as it did towards Vijay?

2. What went wrong with Vijay?

3. If you were Vijay, what would you have done?

(This case has been sourced from: “Organisational Behaviour – Text and Cases” by K. Aswathappa. Third Edition. Himalaya Publishing House, 1996.)

Q.6










20 Marks

Please go through the attached booklet of 4 pages and answer the multiple-choice questions and return the booklet.

Session I

Q.6










20 Marks

Name of the candidate: ___________________________________

Date: _______________

Management Consulting: Professionalism, Consulting Process and Assignments

Instructions to Candidates

1. There are 5 numbered sheets in this booklet including this sheet. Please check your booklet immediately to ensure that it is complete. The entire booklet must be handed in at the end of the session.

2. The booklet consists of 15 multiple-choice questions. 


3. Clearly mark your selected answer to each question with a check mark or an “X” in the box beside the answer. If an answer must be changed, please ensure that the first mark is clearly erased, and that the final answer is obvious to the marker.

: 1 :

Given below are some situations independent management consultants often find themselves in. You are to tick mark the option that best describes an ideal consultant.

1. A consultant is sitting at his desk. It is 11:45 p.m. Since 8:00 am he has been calling potential new clients, handling urgent administration, catching up with current reading, revising a brochure, and he still has three sections of a new proposal to write and get in the mail first thing tomorrow. Would the ideal consultant:

[   ]   (a)
be full of energy and capable of completing the task effectively

[   ]   (b)
be exhausted and incapable of rational thought

[   ]   (c)
wish he had a 9 to 5 job with a life outside work

2. A consultant looks in his calendar. The next five weeks are very busy, but after that there are large empty spaces. He knows he will hardly have any time to spare in the short term, but really doesn’t know if he will be earning fees in much more than a month’s time. How would the ideal management consultant feel?

[   ]   (a)
anxious that no more work may come in

[   ]   (b)
enthusiastic at the prospect of seeking new assignments

[   ]   (c)
glad that he has time to do those odd jobs around the house.

3. A Consultant visits a potential client. He has spent two days preparing, following an invitation to give a presentation. He gets the impression that he is there to make up the numbers, the client apparently having the inclination to give the assignment to a previously used consulting firm. What does the ideal consultant do:

[   ]   (a)
Does his best to come across as so excellent that the client has no option but to 

                  choose him.

[   ]   (b)
Assume there is no point in making an effort and do the minimum necessary to 

                  fill in the time

[   ]   (c)
Ask directly what is needed to be done to convince them to select you.

4. A consultant has been working on an important project for some weeks. He has no other day-to-day work associates with whom to compare notes or discuss ideas. Is the perfect consultant:

[   ]   (a)
Happy to work alone

[   ]   (b)
Longing for some interaction with others in similar lines of work.

[   ]   (c)
Able to call up a network of contacts with whom to exchange ideas and 

                  approaches

: 2 :

5. A consultant is extremely busy on a major assignment that takes up all your time. Does the ideal consultant:

[   ]   (a)
Decide to do more marketing once the assignment is completed.

[   ]   (b)
Make time to research and contact new prospects while working on the 

                  assignment

[   ]   (c)
Trust that fate will bring him more work when he needs it.

6. A consultant has been working on a major assignment and it is time for him to let the client implement his recommendations. What does the ideal consultant do?

[   ]   (a)
Believe they are the best people to implement their business development

[   ]   (b)
Feel sorry that he will not personally be putting the plans into action

[   ]   (c)
Want to keep in touch to see how they are getting along

7. A consultant receives a leaflet about an interesting training course, which may well be relevant to his business. What is his ideal response?

[   ]   (a)
I will find the money to pay for it as it is a good investment for my future business

[   ]   (b)
It sounds really good, but I can’t afford to take that much time off

[   ]   (c)
If I don’t take this course, I could buy a new fax machine or mail a flyer to 200 

                  new prospects?

8. Another consultant phones and asks a consultant how he generates new business? What does the perfect consultant do?

a) He is flattered to be asked and happy to respond.

b) Worried that if he gives away his techniques, he may lose out in future

c) Concerned that he has no real strategy for  business development

: 3 :
9. A consultant comes across a job advertisement from a major consulting firm. Should he:

[   ]   (a)
feel confident he would  get the position

[   ]   (b)
think he lacks sufficient confidence to apply

[   ]   (c)
wonder if he would like the job if he was successful

10. A consultant is a junior member of a team of consultants in an important meeting with a client. Should he be:

[   ]   (a)
content to listen and learn from the more senior members of his team

[   ]   (b)
anxious to contribute and look out for every opportunity to do so

[   ]   (c)
concerned he may come across as inexperienced and uninformed

11. A consultant has been working on a large project where his contribution is key to its success. When the final report is submitted, his name does not appear in it. Should he:

[   ]   (a)
feel aggrieved that he has not been credited

[   ]   (b)
accept that the report is best submitted under the name of the consultant in charge 

                  of the project.

[   ]   (c)
Look forward to a time when he will be the lead person.

12. A consultant has scheduled a meeting with senior managers in a client organisation, due to take place in a week’s time. They contact him to say it is difficult for one or two people to attend and ask if it could be rescheduled. Should he:

[   ]   (a)
happily reorganise his calendar to fit in with their wishes

[   ]   (b)
feel annoyed at the disruption

[   ]   (c)
try to get them to keep to the original date

: 4 :
13. A consultant has written to 200 potential clients to tell them of his services but only three of them have responded and then only with an indication that they will keep his details on file. Should the ideal consultant: 

[   ]   (a)
Feel pleased that three people, at least, have expressed some interest

[   ]   (b)
Worry that if this is typical, the  business will never be successful

[   ]   (c)
Decide to target future sales and marketing literature more carefully

14. A consultant has been working for a client company and a member of the staff complains to him about the organisation. Should he

[   ]   (a)
agree and commiserate about the problems

[   ]   (b)
tell the person to take his complaints up internally

[   ]   (c)
listen and say he will raise the issues with the management team

15. The project a consultant is working on for a client is stuck and responsibilities for task completion within the organisation are unclear or absent. Should he

[   ]   (a)
Offer to help the client decide on priorities, responsibilities and time frame for 

                  completion.

[   ]   (b)
Renegotiate the terms

[   ]   (c)
Work with the client to strategies how to obtain widespread organisational 

                  commitment to key priorities and tasks.

: 5 :
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Q. 1










15 Marks
“Management consultants try to change or improve a situation but have no direct control over the implementation”

Please explain the meaning of the above sentence, with particular reference to 

a) a management consultant’s role in facilitating implementation and 

b) consultant-client relationship

Q. 2










15 Marks

Conduct a SWOT analysis of the consultancy industry in the new millennium. Which of the opportunities seem particularly attractive to you and why?

Q. 3










15 Marks

It is said that “both generalists and specialists have their place in management consulting. The issue is not generalists versus specialists, but how to combine generalists and specialist skills and perspectives to achieve a better total effect”. 

Please explain how will you apply this as the lead consultant in a large / for a large consulting assignment, which involves either one of the following:

a) Formulation of new corporate strategy

b) Rationalising the product mix

c) Introduction of lean manufacturing systems

d) Redesign of the supply chain

e) Introduction of new HR policies for improving competencies and motivation.

Q. 4










15 Marks

What are the main difficulties in organisational change? Why do people resist change? What is the role of leaders, change agents, and management consultants in managing change?

...2...
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Q. 5










40 Marks

Solve any ONE of the three cases, which are attached and marked as Alternative 1, Alternative 2, and Alternative 3, respectively.

At the end of each case there are some questions that could help you to analyse the issues involved. There are no separate marks for the individual questions. Your analysis of the case would be evaluated as a whole. 

Please remember you are independent and free to evaluate the factors, provide the analysis, set in motion the process, work out various alternatives and make your specific recommendations. Please bring out the Methodology in your answer.

(This case has been sourced from: C2M- Consulting to Management Volume 12, Number 2, June 2001)

Alternative 1

· Case: The Initial Contact: A Phone Call

MS. T
: Dr. C?

DR. C
: Yes?

MS. T
: I am Ms. T. Director of Training at X University Security Department. Dr. O recommended you. He said you were a really good consultant and could really shake things up. [Laugh.] We have a training budget allocation, and I wanted to know if you were available to…well…come in.

DR. C
: I see.

MS. T
: We have problems, big problems, and we need help. It’s like we’re stuck and don’t know… Things are hectic, always hectic, and we go from one crisis to another. We need help.

DR. C
: Specifically?

MS. T
: Communications, I guess that’s what we need the most help in. You know, if communications break down. We are a security department, and you must know about the university. We have heavy security problems; we’re not like in the Midwest or suburbs, you know. We have to communicate. It’s a big problem. Like, if a lick or switch is broken, it has to be reported immediately, not an hour later. We have to communicate.

DR. C
: How do you think I can be helpful?

MS. T
: Last year we had these guys come in from S University, three of them. We were dealing with the same problems, and they spent the weekend with us. All we focused on were goals and objectives. I guess they believed that if we agreed on the goals and objectives, communications would get better. [Laugh]. They got worse.

They had all these flow charts and things. They weren’t very good. That’s why now we are certain it’s the communications issues that we need help with. We have to be able to communicate better. All up and down.

Do you do that type of work? When you were recommended he said you were an expert in that area-to get us to communicate better.

[My thoughts drift as she speaks. I wonder Who is Dr. O?]

DR. C
: This Dr. O. What did he say?

1

MS. T
: He said you could do the job-that is, get us unstuck and more able to express ourselves. To communicate better. I am responsible for getting these guys to follow instructions. We have no margin for error here, you know what I mean. All we have is a weekend to get the job done.

DR. C
: A weekend?

MS. T
: That is what we planned for to g o away for t he weekend-the sergeant, lieutenants. Director, Assistant Director, and myself, about 19 or 20 of us. We have training money budgeted, and we thought this was the best way for us to work on the communications. We need this. You know a security department has to communicate. If we don’t all hell can break loose, and then we hear it from the President on down.

People don’t talk, don’t listen. The Director feels we need to get those guys to open up and talk. Working on goals doesn’t help. I can go. [Nervous laughter coupled with a sense of desperation in her voice, especially when she mentioned the President.]
DR. C
: As I understand it, you want me for a weekend to work with the departmental managers on communication issues—to try to create more open communications. Well, I think we will need to talk more, and I would want to meet with the Director, is that the title?

MS. T
: [interrupting] That’s it

DR. C
: Do you have a weekend in mind?

MS. T
: Yes, the weekend of June 26th. You know you have to come in and meet the Director; he has the final say on who we hire. He listens to me, but he wants to meet with you.

DR. C
: Of course. Suppose we do this: I would like to call you back in a few days. That will give me time to think about it and look over my schedule. Then we can set up a time for me to come in.

MS. T
: Okay, I just want to warn you that I’m sometimes impossible to reach. It’s zoo here. You’ll see when you come. We have a crisis a day. As a matter of fact, we had two days last week without a crisis and everybody was laughing.

DR. C
: Well, suppose I call you in three days—Friday, at let’s say 11 A.M.

MS. T
: Okay, but I warn you…Leave a message and I’ll try to get back to you.  Sometimes I don’t get messages, and sometimes the messages pile up, especially if we have a crisis. But I guess that’s the best way to do it, unless you want to come in and then we can have lunch.

DR. C
: That sounds good, but I would like to call you, and then we can set it up.

2
MS. T
: Okay.

Several things about this conversation concerned me: Dr. O remained a mystery, as did the comment, “shake things up.” What was the source of the anxiety expressed by t he Director of Training when I did not jump at doing the consultation? What about the consultants from the previous year who failed? Why couldn’t Ms. T commit to follow-up phone call? Then, too, another source of my reluctance stemmed from my experience many years earlier when I consulted to corrections and police departments. Although I enjoyed these experiences and had some success, I found the work in these quasimilitary settings emotionally exhausting. 

Follow-up Phone Calls

On Friday at 11 A.M. I called Ms. T, was told she was out, and left a message. She was to shortly return. At 3 P.M., while preparing to go home, I called again and discovered she had no message, She was out for the day sick. I left another message. Monday passed with no call back. I called Tuesday and left a message. Friday came and went.

I thought they had found someone else and was relieved. I had enough work to do; the academic semester was coming to an end, and I was feeling burdened. But this feeling was not unusual, and I recognized that I was using it as an excuse. But I didn’t explore further my reluctance to accept the task and convinced myself that it would be an easy task, that I would “shake things up.”

Monday morning I called and found Ms. T at her desk.

MS. T
: Hi Dr. C, we missed each other. See? I told you it would be difficult to reach me. It’s been hell there. One crisis after another and it hasn’t stopped—the Director is going crazy. We had three robberies, a rape, a couple of fights. One of the guards got beat up, and now they’re changing him with assault. Hold on…Sorry. How about lunch and then we will meet the Director?

DR. C
: Okay.

MS. T
: Hold on…Can I call you back?

DR. C
: Yes.

[I gave her my number. Two hours later, she called.]
MS. T
: Sorry. How is tomorrow?

DR. C
: That fits in time. 11:30 A.M. would be good for me.

MS. T
: Okay, an early lunch. Let me give you directions…

3
I had hoped the phone call would provide an opportunity to discuss and answer an array of question. Instead I experienced a harried, anxious woman unable to talk—and gave in. I didn’t want to engage in another struggle and rationalized this experience by telling myself that I would enjoy seeing what this place is like and that I was not deciding to do anything. I was merely exploring matters. Nonetheless, I was struck at how easily I was accepting this consultation given such limited information. But I passed it off. It was only a lunch. The real nature of any type of work would come later in my meeting with the Director.

A First Meeting

I arrived promptly at 11:30 A.M. and was told the Director of Training would return shortly. After a half-hour she returned and ushered me into her office, which was shared with other employees, filled with stacks of boxes, and disorganized. I spent a total of two hours with her over lunch and then with the Director. Excerpts from our conversations follow.

MS. T
: Well this is it. What a mess! Today is bad…Well, it’s not as bad as the other days last week. Whew. But it’s like this all the time.

Let me explain to you what we do. We’re in charge of all the security at two campuses.  We have a staff of about 150 officers, 12 sergeants, and 4 lieutenants. My job is to train. I do the orientation, handle the paperwork they complete—some of their writing…forget it. I then educate them on how to deal with crises, problems that come up all the time. These guys have to be security but also human relations specialists. We had a homeless person...[lengthy description of episode.]
DR. C
: How long have you been here?

MS. T
: One year next month. I came here from Y City, where I was on the police force. I did their training. Before that I was in the military for 12 years. I like my work. It keeps me busy. I didn’t think I would get the job when I applied, but I did. I think I’m working out okay.

Let’s go to lunch. I’m starved. We can go to the faculty dinning room.

The office was no place to talk, too much noise, I thought the dining room for faculty would be better, but it was equally noisy. Ms. T talked nonstop sharing gossip and mean-spirited stories about the various academic administrators who entered the dining room. It became evident that real conflicts existed between the Security Department and high-level administrators. I sensed that the security administration staffs were in an exceedingly vulnerable position, because if crime on campus were to increase their jobs would be jeopardy. It was am anxiety-producing position to be in, something over which they had little control.

I began to think that I was being asked to do the opposite of what was initially suggested: not “shake things up” but calm things down. Instead of increasing the level of anxiety, as shaking things up surely would have done, they wanted the consultants to reduce their anxiety. Ms. T was particularly anxious about her job and uncertain about her future in the department.

As my understanding of the issues needing attention advanced, I became more and more doubtful about taking on the assignment.
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While we walked to the Director’s office, Ms. T spoke of him with praise and affection and also with a sense of fear, which was expressed in the form of humor. She wanted the interactions between the Director and me to go smoothly. After five minutes, the Director came out of his office.

MS. T
: Dr. C, this is Mr. Y. I brought Dr. C in so you could talk with him about the consulting work.  I like him and feel that he will do fine. I thought you would like to meet with him. [laugh,]

[The Director was a tall, well-groomed African American man about 50 years old. His office was neat; he had his degrees, certificates, and awards displayed.]

MS. T
: Do you want me to come in?

MR. Y
: Well, do you want to? You’ve already spoken with him. Don’t you have other things to…?

MR. T
: Yes, of course. [She quickly left.]
MR. Y
: She tries hard, just one of the things I have to deal with. Let’s see…[Looking at some information.]  You come highly recommended.

DR.  C
: By whom?

MR. Y
: Ms. T thinks you’re terrific, better than the jokes from last year.  After that, I convinced the administration that we needed a Training Director and that one of her tasks would be to find a consultant who is going to help. They need lots of help. Mind you. I like the staff very much, but they’re uneducated and at times quite…I was going to use the word dumb but no. What word am I looking for? Lacking, yes, lacking an interpersonal skills, tact, the ability to size up things. They go off, and unfortunately it gets them into trouble. Then they come to me. [Pause.]
It’s the staff who always get me into difficulties with the administration. I’m right in the middle of budget talks, as a matter of fact. I have to go to meet with the VPs right after I get finished with you. This is a difficult job. It’s a time bomb, ticking, ready to go off. You probably know all about this—having to be on the interface between the administration and the staff. It’s thankless, but I do it. I want to get it right. [In walks a white male about 55.]
This is Mr. B my Assistant Director. He runs the place when I drop dead. He’s retired cop, too; we worked in the same precinct. I’ve known you for how long?

MR. B
: About 25, no 30—I don’t know.

[Mr. B goes to his desk, which is in the same room; a desk about one-fifth the size of the director’s. He doesn’t sit but stands while the Director and I talk for about a half-hour, and then he walks out. Mr. Y says nothing to them.]

MR. Y
: What are you, a psychiatrist or professor of something?

5
DR. C
: I’m a psychiatrist and psychoanalyst and a professor of management.

MR. Y
: I see, jack-of-all-trades, I know a little about organizational psychology, and the key issue here is stress. We are under it all the time. As a matter of fact, when there is no stress it’s like people do not know what to do. It seems that I’m the only one who can deal with it. I absorb it. If I get stressed, it’s all over. [There are voices from outside his office.]  Excuse me. [Loudly.] What is it? [An officer enters.].

OFFICER: Sorry boss, it’s the security switches again. The doors won’t open.

MR. Y
: [with a condescending voice] Well, you know what to do, take care of it. [Looking once again at me.] Ms. T said that you would do a weekend with my guys, get them to open up, feel more relaxed and more able to talk about their feelings; that you’re an expert in doing this.  They don’t speak up. Even when things are wrong they don’t communicate. One shift meets the other, and they say nothing. Things get screwed up, and then it hits the fan. I bring them in and ask them what’s going on. Even if it’s shit with their private life, I get nothing—even my officers, nothing.

[I feel the power of the Director’s attitude, and thinking that he may be the problem, offer a suggestion.]

DR. C
: In my experience, when staff are closed off, it often has something to do with their feelings about their boss. Perhaps some issues that they have failed to articulate of express. If I did work with them—that is, spent a weekend with them, I would start with your officers. And I would want to work with them alone—that is, do this without and your assistant. What do you think?

MR. Y
: [looking surprised] You’re the expert.  Whatever you want.

DR. C
: And I think the Director of Training ought to be excluded. They will be more open with just me. Then once I get a handle on some of the issues they are faced with.  I would like to spend some time with you and perhaps your assistant and the Director of Training.

MR. Y
: Okay.

We talked about other issues, primarily the Director’s background, the pending budget discussions, and some of the problems. Mr. Y felt the managerial staff was experiencing.  I was comfortable with my suggestion to exclude the Director and other senior staff from the planned weekend session.

The Consultation

Over the next three weeks I had several discussions with the Director of Training.  We drafted a contract.  It was agreed that I would meet with the security management officers, excluding the executive staff, at a conference centre. They would work on Friday evening, all day Saturday and Sunday morning. I had used this format many times. It would be an intense weekend, and the outcome would increase the openness of communications among officers and give me a better sense of how to work with the executive constellation.
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On Friday evening, I entered the hotel lobby and was shocked to see both the Director and Director of Training:

MR. Y
: Hello! Surprised to see us?

DR. C
: You bet.

MS. T
: Well, we decided at the last minute that we should be with the team during the weekend. If we are going to improve communication, we should be here. It’s that simple.

DR. C
: But we didn’t agree to this. I feel that it would be problematic for you to be here, especially at the last minute.

MR. Y
: May be for you, but the staff expected us to be here. As a matter of fact, what led us into this decision was their insistence that we be here. All day Friday they kept coming in and saying. “Come on.  Let’s have some fun. It’s a weekend away from work. We are at a great hotel, with a great restaurant and the school is paying for it.”

I gave in.  The Director controlled the group. Very few issues were expressed or discussed by the staff. All of my attempts to get the managerial staff. All of my attempts to get the managerial staff to talk about their feelings and experiences on the job and with the Director were stifled. I learned nothing about the issues from the employees’ perspective and felt inept and incompetent.

Afterthoughts

I was furious at myself. Allowing the Director to participate was a major mistake. In the long drive home.  I went over and over what had gone wrong and how I could have avoided the disaster. This consultation failed in its infancy. For me, a failure at this stage is especially regretful.

Why did I fail?  I’m an experienced consultant and should know enough about this work to have avoided such a disaster.

What do you, the reader, think?

Questions:

1. Why did this consultation fail?

2. What could the consultant have done to avoid this failure?

3. What was it about the consultant that precipitated the failure?
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(This case has been sourced from: – “The case of Strategic Acquisition.” – Business Today” October 21, 2000)

Alternative 2

· Case: STRATEGIC ACQUISITION

Your plant is very impressive, Abhi,” said Shankar Rao to a 30-somehting man sitting in a big leather chair.  Rao, the promoter-owner of Zulfi Batteries, was addressing the CEO of Total Industries, Abhinav Kumar, whose family-owned empire comprised businesses as diverse as switchgears, consumer durables, soaps, and batteries.  Rao was an old family friend, and had just returned from a trip to Total’s zinc batteries plant.

“However,” the old man added, “you should see the Zulfi plant in Pune.  It’s good as any alkaline batteries plant in India.”

That was the third time in the last six months that Rao had tried to sell Zulfi to Kumar.  As a second-generation, heir-less owner of Zulfi, Rao was keen on selling his company to a family he knew, and then spend the rest of his life in the Auroville ashram.

This time proved no different as Kumar hummed and hawed about the deal again.  Although, truth be told, the president of Total’s batteries division, Ratika Sahai, was already studying the proposal in detail.

“I wanted to make the first offer to you, Abhi.  But in another month, I intend to advertise for sale, “ said Rao.

“Give me a week, I’ll get back to you with ‘yes’ or ‘no’,” said Kumar.

The next day, Kumar summoned a meeting of his senior executives.  He gave them a quick recap of his meeting with Rao.

“The acquisition makes good commercial sense for us,” Sahai rattled off, “because it gives us the benefits of synergy.”  The presidents of the other divisions agreed with her.

“I am not sure if there’s enough financial synergy in the deal”, cautioned Vikas Singh, Total’s CFO.

“At this stage, strategic synergies are more important than financial synergies,” retorted Sahai.  

Kumar looked at Mohammed Hussain, an institutional nominee on the Total board, who had worked on several M&As in his career. “This is a common problem in all M&A debates, ”  Hussain pointed out.  “Financial perspectives ignore the competitive and organisational considerations, while strategic perspectives are far removed from financial factorisation, which is so essential to the understanding of an investment decision.  The issue is best resolved through an internal debate.”
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The case for acquisition was rather strong.  Total had a 550 million units a year batteries plant, which made a nice fit with its durables business.  The business had witnessed a slump in the early’90s due to the gradual decline in the use of torches and transistors in the rural sector.  However, a spurt in the sales of pagers, personal stereos, cameras, toys, and powered gadgets had ensured an average annual growth of around 12 per cent.

Thus, while sales were not a big problem, profits were.  Net profits had been stagnating at between 5 per cent and 6 per cent of the division’s turnover.  And as batteries have low brand loyalty and are bought only against need, product availability and visibility are big issues.  

“The acquisition is critical because technology is becoming a key differentiating factor,” said Sahai. “All the six top players (Be ready with a 22 per cent share of the month; Powerinfo with 12 per cent; Total with 10 per cent; and Zulfi with 6 per cent) go the zinc chloride route for making dry-cell batteries.    Sure, today zinc batteries have a 95 per cent market-share.  But the future is alkaline.”

Sahai had a point.  Although making alkaline batteries was technology and cost-intensive, the batteries scored higher on performance and reliability.  Players like CPL had been importing alkaline batteries for domestic sales for years.  Others were talking to foreign suppliers for technology.

Yet Zulfi, a new entrant in the batteries market, was the first to establish a state-of-the-art, 75-million-units-a-year plant at a cost of Rs.65 crore, with technical help from a Japanese major.  And though Zulfi had a decent marketshare, it was slated to break even only in 2003.

“I think it’s time we reduced our dependence on zinc batteries, and started focusing on the alkaline segment,’’ pointed out Singh.  “One, we invest in a new plant; two, we acquire an existing plant; or three, go for strategic alliances in manufacturing or marketing.’’

“You mean we should be open to all three options?” queried Kumar.

Sahai, however, was sold on the acquisition route. “An acquisition will allow us to hit the ground running.  Setting up a new plant will take a t least two years.”

“There’s another point,” added Srikant Suresh, the head of the durables business.  “An acquisition will generate cash from day one.  A start-up won’t.”

“Also, there’s no project risk or workforce training involved,” said Guneen Roy, president of the soaps division. 

“Valid point, but merely acquiring a company does not guarantee success,” argued Kumar.  “Acquisition is only one of the several alternatives that we should be examining.  We should go for it only when it offers a better pay off than other strategic alternatives.” 

‘If I may ask,” Singh piped in, “why are we so keen on acquiring Zulfi?” 

2

Because Zulfi fits in well with our basic parameters (See The Acquisition parameters),” said Sahai. “The promoters’ stake is at around 12 per cent in an equity of Rs.12 crore, and the fundamentals are strong.  Even the stock price is a healthy Rs.55.  More importantly, Zulfi brings us 25 per cent share in the alkaline market.”
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               The Acquisition parameters

 


   Buying Makes sense when the target company…

 


-  Has net operating losses, but sound fundamentals

 


-  Is cash-rich, but with poorly-tapped potential

 


-  Has undervalued assets like prime real estate

 


-  Is under-capitalised with low promoter stake

 


-  Is in a growth industry, but lacks sound management


Suresh, who had been scribbling something on his notepad, looked up and said, “The cost of setting up a new plant like Zulfi’s today will be Rs.110 crore.  To acquire a majority holding of 51 per cent of the company, we need only Rs.34 crore.”

“If my calculations aren’t wrong, our current financial health allows us to pay up to Rs.110 per share,” pointed out Manoj Kohli, the head of the switchgears business.  

“We need to look at the numbers more closely,” cautioned Singh.  

“Vikas has a point,” intervened Hussain. “The success of an acquisition must be judged by its effect on the shareholder wealth of Total, and not merely the target company’s replacement cost.  Synergy is often a key to the success of an acquisition.  Yet, look at what happened to Shaw Distilleries, the Calcutta-based liquor company.  It acquired two companies – one making bread and the other salted snacks-within a span of three months.  Ostensibly, the use of yeast in all the three products was considered synergy enough.  What the company did not realise was that it was talking about three altogether different markets.”

“Which only supports my plea that we define synergy in terms of real and tangible improvements in competitive advantage,” interjected Kumar.

Just then, Sahai’s secretary popped in to hand her a piece of paper.  “This is interesting,” Sahai said with a cryptic smile.  “If our regional manager in Pune is to be believed, CPL is planning to bid for Zulfi.”

“It’s something we need to keep on our radar, but let’s not make any hasty decisions,” cautioned Kumar.  “I am not willing to get into the bidding game.”

“For all you know, this could be Zulfi’s own way of putting pressure on us,” said Sahai.

“Possible. But the most important question hasn’t still been answered,” reminded Kumar.  “Synergy to me should mean that two-plus-two adds up to not four-but five or six.  Only then will the acquisition create value.  Otherwise, it merely maintains it.  It is only when it leads to geometric leaps in business results that synergy makes sense.  And more importantly, justifies the payment of an acquisition premium.”
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Singh also struck a note of warning about paying a high premium. “When we pay a large premium for an existing asset and technology, we will be driving the profitability measures of both.  Total and Zulfi (and ultimately, the new entity’s) downwards immediately.  This is the so-called dilution effect.  A premium payout raises the asset base of the acquired firm and causes and immediate drop in profitability.  Just to break even, the net income needs to increase to an amount that brings the return on asset ratio back to premerger levels.”

“I don’t know whether I want to buy Zulfi or not,” noted Kumar, “but I am sure about not wanting to fall into a synergy trap.  In need to know what exactly are the issues involved and why the acquisition may not work, or when will it work.  Unless I have the answers to these questions, I am not going to okay the deal."

Questions:

1. What, according to you, are the advantages and disadvantages of this acquisition?

2. In your opinion, what are the issues involved and why the acquisition may not work or when will it work?

3. Based on your answers to the above two questions, would you recommend that Abhinav Kumar should buy Zulfi?

4

(This case has been sourced from: “The Process of Management – Managerial Experiences” by Dr. M. L. Bhasin. Global Business Press.)

Alternative 3
· Case: Modern Industries Limited

Modern Industries Limited (MIL) in Bangalore is an automobile ancillary industry.  The company started manufacturing automotive components over two decades ago in a small way has grown steadily over the years, employing over 4,000 persons at present, with the turnover exceeding Rs.100 crores.  Its products are selling well and earning a sizeable amount of profits.

The company is controlled and managed by an industrial family known for their shrewdness and business acumen.  They are among the first generation industrialists who started their industrial ventures in a modest way during the phase of industrialisation in the country, and alongwith the growth of automotive industry, MIL also grew up.

The present Chairman, Mr. Suresh Shah had been with the company right from it’s inception.  He started his career as an Engineer Trainee, rose to the position of the Managing Director and in 1983 became the company’s Chairman.  As a result, he is acquainted with every minute detail and also with every employee who has been in the company for long.   He continues to keep in close touch with them and is easily accessible to all of them, overruling hierarchy.  A high premium is placed on their loyalty and their long services are valued.  The Chairman of the firm firmly believes that each one of them has contributed significantly towards the growth of the company.  In the light of the fact that the company maintained a “strong utilitarian culture” all along, the contribution of each and every employee had to be substantial and they were also rewarded accordingly.  At the same time, there were also many instances, where the services were terminated due to inadequate performance.

Mr. Janardhan Thakur joined MIL as a Training Instructor, over two decades ago.  Prior to that he served as an instructor at an Industrial Training Institute.  He himself had obtained the craft instructors certificate from ITI.  He was 35 years old and his main task was to recruit young persons as trainees, either under the Apprentices Act or as company trainees, and then train them as craftsmen.  Most of these trainees were absorbed to meet the growing needs of the company, and Mr. Shah used to personally involve himself in the process of recruitment and training of craftsmen.  Mr. Thakur was directly reporting to Mr. Shah, despite the vast gap in the hierarchy.  Mr. Thakur was promoted to the rank of Training Superintendent in 1980, though there was not much change in his job content.  The growing phase of the company was practically over by that time, and the apprentice training became a mere statutory activity.  The company did not have the vacancies to absorb the trained apprentices, and therefore, Mr. Shah’s involvement in apprenticeship training also receded.  The training activity became a subsidiary activity and was not given much importance.

The winds of change were blowing through MIL also.  Mr. Anil Shah, the son of the founder industrialist took over as the Managing Director of MIL in 1983, whereas Mr. Ramesh Shah continued to be the Chairman of the company.
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The young MD was full of new ideas.  He wanted to revitalize the company from all aspects and diversify into high technology areas.  He wanted to modernise the present plant and change the management style from the traditional direct control approach to a systems controlled approach.  A modern computer was bought and computerisation was introduced.

The company had to face many problems while introducing these changes. One of the major hurdles was the problem of a number of senior employees, who were not adequately qualified or developed, but had grown into senior positions.  Earlier, touchstone was loyalty and hard work rather than competence.   In the light of this situation, new competent professionals had to be hired to introduce the changes.

MIL was well-known for its aggressive personnel policies.  Any one who joined the company had to struggle hard for his survival as the company was ruthless in sacking those who were not meeting the requirements.  It was particularly so in case of the new appointees, which in turn necessitated them to be ruthless in their work.  The older employees felt threatened and resented the changes and the consequent pressures.  Therefore, they collectively approached the Chairman and requested him to intervene and safeguard their interests.  The Chairman, who was not himself happy with all the changes issued instructions to the MD had no other option but to comply with the order.

The MD was interested in trying out the HRD approaches to train all the employees, particularly employees who were turning out to be dead woods.  He hired Mr. Kumar in 1984 as a Training Manager.  Mr. Kumar was basically an engineer but had considerable experience with a multinational company in the field of HRD, particularly in Training & Management Development.  He reorganised the training set up by inducting two Assistant managers Mr. Thakur was next to the Assistant Managers in the hierarchy and reported to Mr. Kumar directly and continued to manage the affairs related to apprenticeship training.

Until Mr. Kumar came along, Mr. Thakur had enjoyed the position of the Head of the Training Division, though there was no other training activity apart from apprenticeship training.  He was operating independently and was reporting directly to the MD.  He continued to do so even after the organisation had grown in proportion.  Mr. Thakur felt demoted in the new set up.  He lost his position and individually in the organisation, and his pride was seriously hurt.  He was not prepared to accept Mr. Kumar as his boss and he started behaving in an irrational manner.  He resented the vast gap created between him and the top man in the new structure.

Mr. Kumar tolerated him with the hope that Mr. Thakur would reconcile himself to the changes, in time.  Unfortunately, he continued to behave in the same way and there was no improvement even after one year.  When Mr. Kumar tried to counsel him, Mr. Thakur demanded to be promoted to the level of Assistant Manager as he happened to the senior most person in the department.  

Mr. Kumar promised to look into his demand.  On careful analysis of the personal docket of Mr. Thakur and all the previous documents, he found out that Mr. Thakur was overpromoted and also overpaid for the job that he was doing.  Leave alone being entitled for further promotion, Mr. Thakur was not even fit for his present position.
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The company did not have a formal performance appraisal system.  It’s products were selling well, the profitability was good and accordingly all the employees were rewarded will.  Promotions and extra increments were given arbitrarily based on the personal likes and dislikes of the top man, rather than on any objective analysis of performance or potential of an individual.  No efforts were made to forecast implications of such a system in future. On the whole, the company did not have any formal projection for the future. 

The company followed the practice of giving long-service certificates and awards to all those who had 20 years of services in the company.  Mr. Thakur had got his certificate only recently.  There were several employees belonging to Mr. Thakur’s category.  All of them united and met both formally and informally to discuss their strategies and demands.  They used to put up their grievances to the management collectively.  They had established a very strong rapport with the Chairman, Mr. Shah.

Mr. Kumar presented all the facts to Mr. Thakur to convince him that his promotion was not possible.  As the latter was not used to the kind of logic presented by Mr. Kumar, he dismissed all his arguments as sophisticated jargon, irrelevant to the context of the company.  He was particularly bitter about the fact that his promotion was turned down whereas there were several people with similar background who had got their promotions.  Therefore, there was further deterioration in his behaviour.  He started ignoring the directions of Mr. Kumar and worked as per his own whims and fancies, behaving arrogantly.  He even went to the extent of challenging Mr. Kumar that he could neither promote him nor demote him in the prevailing situation.  So long as he was protected by the Chairman of the company, there was nothing for him to worry about and his job was practically secure.

Mr. Kumar optimistically hoped that Mr. Thakur could overcome his frustration and anger over a period of time.  Unfortunately, even after another six months there was no sign of any progress.  In fact, the situation deteriorated further with Mr. Thakur becoming more confident in his belief that Mr. Kumar was powerless to deal with him.  He turned out to be a drag in the department, purposely creating problems for Mr. Kumar.

In MIL the annual increments and general raises were given as a policy to every employee which is termed as the “Janata raise”. Mr. Thakur was quite sure that he would get his Janata raise and reconciled himself to that Mr. Kumar tried to stop this raise but could not do so.  There were several bullies belonging to Mr. Thakur’s category in the organisation and one of the tasks of the Training Manager was to handle such people.  Though he had organised a few training workshops in the behavioural areas, it had not brought about the required attitudinal changes.  Right under his nose he had a person whose behavior he was not able to amend. Mr. Kumar realised that the desired changes were not possible, so long as the “flat security” was there.

Due to a change in the governmental policy there were several new competitors to MIL, and the MD felt that there was a strong need and urgency to bring in changes in the organisation, to make it more dynamic and competitive.  It was no longer possible to carry on the organisational dead woods.  Mr. Kumar was under great pressure to look into all such cases in the organisation, on a priority basis.  When he explained his difficulties, the MD suggested that he should approach the Chairman to apprise him of the facts.
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Mr. Kumar met the Chairman and apprised him of the situation particularly citing the example of Mr. Thakur.  The Chairman, in turn attributed the blame to Mr. Kumar himself, questioning him as to why a faithful and normal employee had turned into a problematic case under Mr. Kumar within one year.

Mr. Kumar is now left with no alternative but to ignore Mr. Thakur and continue in his efforts to change the other difficult employees.  However, he will not have the moral right to intervene in such cases.  Alternatively, he could simply promote Mr. Thakur and buy peace irrespective of whether he deserves it or not.

Questions:

1. Mention the significant antecedent conditions, which served as stimuli for changes in MIL.

2. Briefly describe the nature of resistance to change encountered in this case.

3. Critically evaluate the strategy of change implemented by Mr. Anil Shah.

4. Suggest how would you go about implementing the changes in MIL if you were in place of Mr. Anil Shah.

5. Of all the main characters in this case, whom do you consider the change agent and why?
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