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In this case, a brief historical period slice from an ongoing public sector large multibranch organization has been presented. The company deals with Bakeries and Beverages and is proposing to diversify into maize products and canned juice also.

One of the units in this company was sick and top management was very anxious to turn it around.

The case also describes other process like ideology formation; intra-organizational segmentation, emergence of control structures which prevent intra-organizational resource pooling etc.

The case has been described in first person by a young executive who joined this company as a trainee and within a few months of training was offered a full-fledged executive position.

The decision style of chief executive and the way he triggered various process is particularly highlighted. All details are real but names and location are fictitious. 

The case has been developed with a very keen cooperation and help from Sumar Das PGP. However, he is absolved from any error of misinterpretation or other inaccuracies. 

PART I

ORGANIZATIONAL RESPONSE TO CRISIS

Case of Fair Food Industries

Section – I

The company had recently started a management trainee scheme. All India selection test was held with the help of national management institute. 

I joined the Nagpur unit of fair food industries dealing with bread manufacture as management trainee. It was one of the biggest unit of the company having a turnover of about Rs. 2.5 to 3 crores. I was to be rotated amongst several positions such as Bread store clerk (Dispatch) sales supervisor, accounts, engineering division, production, etc. The Nagpur unit had been suffering heavy losses. There were several other problems in this unit. Chairman and managing director, Mr. Patel was quite worried over this issue. He had taken over as Chief Executive only a couple of years ago after being promoted due to his excellent performance as one of the general managers. He was expected to turn around Nagpur and Bombay units both of which were causing lot of anxiety to the nodal ministry which directly monitored this public sector company. Being one of the premier company in the country in the sector of food processing, a secretary in nodal ministry reviewed the progress every month. The worsening condition of Nagpur unit was being underlined separately in these meetings.

CMD selected Mr. Prasad, a comparatively junior general manager in the company for being posted as incharge, Nagpur unit. Prasad was promoted superceding several others of his colleagues. He was reputed with high integrity and efficiency. His performance in earlier unit had been quite impressive. Sales manager (SM) was also personally selected by CMD from within company. Both of these people had been posted sometime in 1977-78 soon after CMD had joined the company.

Response to Risk:

Prasad did not have very cordial relation with his functional managers looking after sales, accounts, production, engineering and administration. He was very formal in his dealings and will not reflect warmth while dealing with any of the functional manager. During four months I stayed in the company, I met him only thrice. The FMS were also not satisfied with him. One of his typical way to deal with risky problems was to leave them to FM’s discretion. He would avoid taking any responsibility for such decisions. Sometimes he would make FMs take such decision which might require a sterner action at a later date but Prasad will not support FMs at such junctures. Some of these illustrative decision were. 

(i) The production department was having problem of lot of indiscipline. Recently a worker had abused the F.M (Prod). GM advised FM to issue a charge sheet and handle the crisis at his own level. When FM followed the usual procedure and recommended suspension, GM backed cut and did not stand by the F.M. Infact he was visibly upset with the handling of the issue. 

(ii) FM (Sales) had drawn a new scheme for sales promotion. He wanted to purchase 100 cycle vans to be given on hire basis to cycle boys. The arrangement was something like semi-distributor basis. Each cycle van operator was to be paid up 6p per dough/bread loaf. One can was expected to sell 500 pieces leading to an income of bout Rs.30/-p.day.

The GM doubted the capacity of cycle operators to give deposit for the van as security in first place. Later FM argued by working out marginal costs of 10 cycles vans getting even lost every year that the proposition would still be attractive because each van will recover its cost within one month.

G.M still doubted this. He also mentioned the fear of auditors as to what would they say.

(iii) Normally, the company sold 200 or 400 gm pack of bread. Sales manager suggested the introduction of a new 100 gm pack while he agreed that at the product level, this would loose money, he argued that it’s introduction will stimulate sales of other sizes as the competitors were also linking up the sale of other sizes with the supply of 100 gm pack General Manager again refused.

Chief Marketing Manager who had an advisory role, came from H.Q. to study the problems at Nagpur unit. Sales Manager got ample opportunity to discuss his plans with CMM. His report also tallied with Sales Manager’s prescription but general manager still resisted.

For a long time, CMD did not realize what actually was happening at Nagpur unit. He had hoped all this while that the G.M. he had posted with such a good record would surely turn the unit around. Although he used to visit every unit once a month to review variety and product wise costing, somehow he had not been able to fully figure out as to shat ailed Nagpur unit?

FAIR FOOD INDUSTRIES

SECTION II

(In earlier section, I narrated, how the new General Manager of Nagpur unit was not able to fulfill the expectations of chairman and managing director. Somehow CMD also could not for long time really know what was happening at Nagpur unit. I also illustrated how general manager of that unit inhibited FM’s initiatives for improving things by taking risk. While he had a very bright record in past, his elevation to present position had not been accompanied by similar results FMs were feeling frustrated and unhappy. CMD in last four months had visited this unit thrice. But in GM presence, no FM would utter a word. CMD was beginning to realize that there was something wrong).

In earlier meetings with CMD, I was not invited, only FMs and GM were involved. During recent visit of CMD, I was not sure whether I would be invited. I had learned that there was going to be a conference at H.Q of   sales managers and selected sales supervisors. I was presently working at the later position. I took chance and when CMD was about to leave in his car, I went upto him and enquired whether I could also attend the sales managers conference at H.Q. He looked up at G.M. with a slightly intrigued look and asked him to surely send me to the conference. He did not see that there was any problem in this. (I had not approached G.N for this because neither did I have any access to him- I had met him just thrice so far-nor did I think he would have agreed).

At the conference, CMD called me aside and asked me to explain all that was happening at Nagpur unit.

After the presentation, I was asked whether I could take over as sales manager in some other sick unit. I thought over it. It appeared that I was being tested. I also realized that I did not have enough confidence necessary for taking up this position. I refused the offer and suggested that I would rather, like to be the assistant manager (and complete my training).

Soon after my return to Nagpur, GM called me and told that I was to be shifted to HQ as executive assistant to CMD within one month. He had apparently received a telephone from CMD. From that day onwards, GM became very human and started discussing with me more often various problems of unit. He would call me now and then and try to explain his point of view. He would go to great length in explaining why he did not prefer certain changes in the system as against other.

Just at the time, state government gave an order to out unit for supplying huge qualities of bread to a district 200 km away every day. This order was secured after an open tender. GM was very happy over this and thought that this order would turn the unit around. Two truck loads of about 20000 Ibs were to be transported daily to that district.

But this order did not prove to be an easy exercise. Lot of problems were faced such as: 

(i) No proper planning was done for making transportation arrangement

(ii) The agent who was selected in the district did not prove to be a good choice. It was his responsibility to take delivery of products from the factory.  Sometimes his truck would break down on the way, sometimes it would be delayed. 

(iii) At 6 am in the morning the deliveries were be lifted so as to reach the district in time but many a time the entire truck load of bread was damaged and had to be burnt.

(iv) The sales manager was being blamed for the chaos. He wanted to hire trucks and deliver the bread in the district rather than asking agent to pick the same.

SECTION III

RECOGANISATION: VIEW FROM HEAD OFFICE

The day I reached H.Q., I was asked by CMD to explain all that was happening at Nagpur unit. I presented the factual information. CMD became very worried and sent a confidential D.O.letter to G.M., Nagpur unit seeking his explanation for all the problems.

When I started working with CMD I realized that he had his own way of keeping distance and yet maintaining warm relations. He would collect all the data from different people but would not let them come too close to him. He would cut short a discussion the moment a person started giving his own opinion about the data/issues. His information system was quite intricate. He would also manage to get information on any issues simultaneously from several channels.

(I came to know that chief of technical services at H.Q. had gone to Nagpur. Later when I met the sales manager of Nagpur unit who had come to H.O. for some work, I learned that general manager was not happy with H.Q.s)

CMD wanted to train me for Nagpur as a part of new management team. He wanted to put best team at Nagpur but unfortunately nobody wanted to go. He approached Mr. Madhawan General Manager of Hyderabad unit to take over Nagpur unit. This person was M.Sc, Bio-chemistry from London and one of the best persons in the company. Likewise CMD identified production manager at Bombay to be posted as sales manager at Nagpur. While he was not very unhappy with the existing sales manager he also realized that the sales manager was not acclimatized to Mahasrashtra and did not know the local language. Likewise a person was identified for engineering division. For personnel and administration division they could not find a replacement. All these persons were high-fliers but were hesitant in taking up Nagpur unit.

One day he booked a call to Mr. Madhawan giving him option to look after both the units. If he did not wish to continue at Nagpur, he could always come back to Hyderabad. While general manager still was not willing, due to repeated coaxing and persuasion by CMD, he reluctantly agreed. Whenever CMD went to Bombay, he would take the production manager aside and spend hours with him to persuade him to join Nagpur unit. While the CMD was quite clear about the composition of new management team for Nagpur unit, he nevertheless did not want this team to suffer from all the inadequacies which existed in the existing team. He was keen to ensure that members of the team should like each other and should be willing to take the risk to turn the unit around.

CMD called marketing controller and finance controller every time he would discuss the issue of reorganization with different people so as to keep them appraised of the progress. He was making a deliberate effort to create consensus as far as transfer of senior officials was concerned. Although he had the power to transfer, he was using it with utmost discretion and in a manner that the person concerned could identify with CMD on the reason and responsibility for transfer. 

DIVERSIFICATION:

CMD used to travel at least 3 to 4 days in a week. One of the ways in which he kept in touch with the environment of the company was to go on long drives so as to talk to different people. For example, during one of the visits to Nainital by car he took me along. On the way at almost every town we stopped and tried to find out the conditions and variety of various breads and other products. When we reached Nainital he showed me how that place had lot of bakeries and bread selling shops. His view was that bread was an activity which could be produced in the small sector. He felt that if they opened a bakery there, these shops would not come up. He was quite clear that fair food as a premier company should leave bakery for small sector and be a market leader in various processing industries, such as wean foods, fruit juice and other products like oil etc. so that the sectors where large number of urban and rural consumers needed support and variety of goods the public sector corporation should make a contribution. 

For example, regarding weaning food he felt that the products available in the market were very costly. We could offer the same at almost half the price.

Later he was fired with an idea of putting up a pineapple juice extraction plant in North East. The purpose was to manufacture dry powder and export it. This unit would have provided lot of employment and would have helped a backward area to come up.

During this period some talk of rationalization of public sector corporations was going on in the ministry of food. The idea was that oil and other manufacturing activities which presently were also with food corporation of India should be transferred to fair food industries, so that FCI was left with only food distribution. 

No divisional head in the company agreed or supported CMD’s idea of going ahead with acquisition of sick oil industries from FCI. CMD’s view was that managerial competence which has evolved in fair food should transcend the bakeries to other such products. His vision was that fair food should take a dominant position in national food processing sector.

In most such decisions one person who generally sided with CMD was marketing controller. He was an IIM Alumni and before joining fair food worked in an Aerated Drinks Company at a very high level. After a lot of persuasion CMD had originally persuaded him to join this company. Marketing controller agreed with the idea of CMD that fair food industries should own oil rice mills and other processing activities. CMD felt that bakery was irrelevant or did not have so much of primacy in the current need mix of society, because small sector with support could do very well in this area. Whenever a larger unit came up, employment in small scale sector was invariably affected. Sometime around this time government also had taken a decision to restrict the bread for small sector. Probably feedback from CMD who was a senior civil servant had influenced government policy.

CMD was also in very close touch with other competing private bread companies. He was president of All India Bread manufacturing Association and aligned himself generally with interest of bread manufacturers.

Once he felt that the Nagpur unit would not turn around unless at least some increase in the price was achieved. State government probably would not have favoured such increase for political risks. A meeting of local bakeries was organized who sent a representation to influence the government in favour of price increase.

CMD always made efforts during the process of diversification to meet people who were earlier involved with various units which were closed down on account of bad management or some other reasons. For example when maize milling plant was acquired from FCI, CMD tried to meet earlier manager of this plant to persuade him to join the fair food company. Somehow that manager did not agree. About this plant he was extremely anxious that they could also produce products like cornflakes through suitable modifications in the plant and provide them at cheaper cost.

CMD was clear in his mind that social objective from a public sector company did not imply that company should necessarily be in loss. He felt that through manipulation of internal and external environment, it should be possible to make a unit commercially viable. 

In 1977 the decision of government to ask fair food industries to go into bottling and Aerated Drinks industry was concerned with the issue of protecting employment of people who were to become unemployed on account of closure of various units after delicencing of an earlier large company. By the time a national research institute also had came out with a formula ready to be used. One day the joint secretary, from nodal ministry asked then the CMD whether they could handle this drink business to which he agreed and without much preparations it was taken over. There was no expertise in the organization for marketing beverage. In the first year the product was handled very badly. As soon as the new CMD came he changed the marketing team and selected the present marketing controller who was first hired as G.M (Marketing)

POWER-BALANCING

The first thing which CMD had done after joining the company was to disrupt various centre in the head office. Some of the people he did not like, he transferred them to remote places and at times retransferred them so that they were made to quit. The earlier chief marketing controller was transferred to a sick company one of the Kal apani units. Generally people who were to be thrown out were posted at such unit so that they would be disgusted and resign. At some of these units the industrial relations problem was very serious e.g. some drivers would use the official vehicles for private purpose and make money.

When CMD inducted new people he also made efforts to give them colleagues or subordinates of their choice. In fact it was at this stage that a “management trainee” scheme was started in the company, with the help of chief personal manager, joint secretary, Nodal Ministry and Bureau of Public Enterprises. Young people were screened after first round all India competition organized through a national management Institute. There was a strong resistance to the idea of management trainee from older people in the company who felt that these young people entering the organization at executive level would stop chances of promotion of these people. CMD, however bulldozed the ideas of this scheme and at times overruled the dissenters in a very authoritative way.

PERFORMANCE PARAMETERS / SIGNALS

To reinforce various change in the manpower planning he also changed the parameters of confidential report writing or evaluation of regional managers. Earlier pattern gave lot of importance to perception of immediate superior with whom one had to deal with very delicately. CMD introduced certain objective criteria such as:

(1) Improvements over earlier performance

(2) Costs saving

(3) Overtime paid, etc.

His effort was that professionalization in management should be accompanied by changes in the evaluation parameters. He always drew distinction between personal and professional relations. For example he extended probation of one of the general manager with whom he was quite friendly but who was not performing very well.

He was also quite clear about the way he would like to evaluate the excellence which he did not consider co-terminus with growth. For example, a general manager in Jaipur unit was achieving 10 percent capacity utilization by changing his product mix and he would sell whatever he could manufacture. Somehow CMD get the impression that this GM was corrupt. Also he was using overtime as an incentive. While Jaipur GM had lot of political clout CMD got him removed from the company by resisting all the political pressures.

Because of the administrative support from the nodal ministry, he took lot of bold steps in reorganizing the company.

He was extremely authoritative with those people who were incompetent, but with competent people he was extremely warm and democratic. His style of management differed from person to person. Although he did maintain some consistency so as to give precise and explicit signals to people in the company. For example the Jaipur case gave a clear indication to people what the organization values were and how indiscretion would be dealt with. In other words performance was not to be achieved at any cost instead some ethical values were to be observed rather closely and in a committed fashion. Another way in which he would give signals to the people was when he handled the meetings. He would influence the GM’s way of dealing with FM’s by demonstrating the ways he dealt with FMs or Gms in the meeting. He encouraged disagreements but once an issue was clinched the commitment was to follow without fail and in that regard he was at times, ruthless. He expected from the general managers that they would allow permeation of some of the values below which he held very close to his ideas.

Every quarter a management seminar was held in which different functional people were invited. Marketing controller who had a management background developed cases from the different units and encouraged a frank and forthright discussions on the cases in these seminars.

In the beginning when I had joined company everybody talked of the social purposes of the unit and the existence of loss was logically derived as a sin qua non of social purpose. The concepts of marginal costing, optimal capacity utilization slowly started becoming important. The efficiency and performance were rewarded to bring about some change in the organizational culture.

EXPLOITATION OF EXTERNAL ENVIRONMENT

Like I mentioned earlier the CMD was quite skillful in identifying the opportunities in the environment outside the company for improving his performance of the company like the price of increase in bread which he could achieve earlier by mobilizing a collaborative representation by the bread manufactures in that state. Likewise he had tried to use the influence of the government to invoke MRTP Act as to get some restrictions put on the growth of competing multinational company. At one stage that company maneuvered to get a strike organized in fair food factory. The general manager in fair food came to know of the instigators and told CMD about it. He proposed that even he could get a similar treatment given to the competitor, CMD preferred to remain out of such maneuverings. 

Very often CMD would meet the chief of the MNC competitor. He would give a broad hint to the other person that if they started playing the dirty games he could as well reciprocate but he avoided that. However, they maintained an appearance of very warm relationship at least externally.

Once I went to product manger of the competing firm and discussed something about my company. CMD came to know of it immediately and advised me not to go to that company again. It was astonishing to see how his information system worked, such that he came to know of my movements.

THE INTRA-ORGANIZATIONAL SEGMENTATION/INSULATION


The beverages division was to be located in different buildings than those of bakeries. Marketing controller who was directly looking after beverages apart from other divisions was very keen to insulate beverages division from the rest of the company. This division was a blue-eyed department of the company.

People in this division maintained a very luxurious style of working. They had huge advertising funds and sales officers in their division would travel by air where as their counterparts in bakereries division could travel by train only in first class. The extent of insulation could be appreciated from one incident that took place when I was at Nagpur unit.

Once the sales manager of beverages division located at headquarters on visit to Nagpur came to me to request for some advance for arranging his tickets for his flight back. Next day the functional manager raised this issue with marketing controller who was visiting the company. The marketing controller somehow evaded the issue.

Later the beverage division wanted to launch a new product in our area of operation. They did not have any office at Nagpur. One day in the evening marketing controller called me up at home and inquired whether I would be interested in helping him in launching that product. I told him that my involvement would have to be approved by local general manager. He did not talk to the general manager and instead talked to CMD so as get a word put to GM regarding my involvement. The general manager was not very happy about this decision and there was lot of work to be done in bakery division itself. I assured him that I would not let division suffer if I am allowed to involve with the launching of new product because it would give me some new experience. After sometime the bakery’s work indeed started suffering. GM was very perplexed; he did not like that I should let the bakery’s work suffer. But he also could not stop me because CMD was interested in the matter. Whenever marketing controller would come to Nagpur he would not meet me in office, because he did not want to face the general manager who was visibly annoyed with him. GM also did not like my writing directly to marketing controller bypassing him. The finance manager also started objecting to the increasing petrol bills on account of my traveling for beverages divisions work. While he did not doubt probably the genuinity of the car use he also did not approve of using bakery’s division funds for the work of beverage’s division.

Once the sales manager beverages division asked me to arrange advance of 40,000 rupees for his unit. Accounts manager raised objection. A telex was sent to Delhi but owing to the absence of CMD as well as marketing controller both of whom were out of station, nothing could be heard. Sales manager assured that he would get authorization sent from head office as soon as he went back but administrative manager was not willing to agree. I talked to general manager who was quite upset initially. I could see at his face the extreme regret which he had for not being able to say no to a person (that is me) who was under him because of the involvement of top. For one week nothing came out and no messages were received from Delhi. I called up marketing controller who was not disturbed on this account he in fact came down to Nagpur and met me at agent’s office and gave all the sanctions so that account officers were satisfied. While this matter was closed it generated lot of tension in the unit.  

SOME ISSUES

How to interpret the response like that of accountant of Bakeries division to SM’s exceeding petrol limit because of the work SM is doing for beverages division.

What must have been the purpose of these controls like petrol limit?

How was it being achieved?

Whether intra-organizational segmentation leads to more redundant structures being created in each segment.

How to conceptualize inter-organizational pooling of resources with intra-organizational segmentation?

What is the concept of ‘management team’ for salvaging a sick branch or unit? whether one who can run fast can also make a stagnant fellow to walk? whether skills necessary for growth are the skills sufficient for turning around a sick unit?.

What are the design implications for a multi branch organization having branches growing at different rates, positive or negative? Whether organizational design for a growing unit will be able to sustain the processes in a unit running into losses.

How to overcome tendency to increase controls and change horses too often when one is loosing.

What are the dysfunctionalities of an organization design that does not manifest symptoms of decay before the decay actually sets in?

How do you take risk when you are loosing

Leadership changes in organizations are often traumatic periods. 

Many times structural alignments are disturbed, old values are changed and people have to leave the organization in disgust or otherwise. How to manage the environment in an organization which is under transition? Sometimes fluidity in environment makes it possible to trigger several changes in the organization design which otherwise should not be possible? 

How to identify the scope of such changes?

Sometimes organizational leaders don’t find it easy to create consensus in favor of some changes within organization and so resort to creation of crisis in external environment. Under the pressure so created they find it less necessary to pursue the negotiation approach for structuring changes. Such compulsions some time impair the organizational culture.

The segmentation with a company between different divisions is a delicate process. Redundancies in different segments will have to be tolerated sub-optimizing resource use at the corporate level but to optimize resource use in the particular segment. However, the extent of redundancy would also be determined by the extent to which this helps in optimization of resource use in another segment.

While it was that beverages unit should have separate system, but should not bakery division at Nagpur show greater sensitivity to the needs of beverages division. Further, probably one could argue that if rate of return from beverage division is very high than it might be even prudent to transfer resources to bakeries division without creating parallel culture in different division. 
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