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low-cost alrlines aarn dround 45 percent less revenue par mile tha

airflines and s, need 50 percent lower costs. Thersfore, the only low cost aiflines
that succeed are those that make cost savings an inheren) gart of (heir culture.

Carrying on is low cost slrategy, AirAsia has set its eyes on the Indian aviatien
markel in a big way. AlrAsia enterad India In 2008 with the inaugural fight from’
Tiruchirappall (Trichy), India fo Kuala Lumpur in a true Southem Indian spirt 1o
dapict the first route |aunched by Ajrfisia to Indis. Buoyed by an encouraging
respanse rom Indian travellers over a period of time, Air Asia decided 10 anlarge iis
operalions in India by linking major cilies including Delkl, Mumbal, Chennai,
Bengaluru and Hyderabad in 2010 with various attractive low cast fare packages,
One such package being Kuala Lumpur fo Chennal at RM199.00 (INR 2,698,00).
Wilh the passage of lime, it 15 {0 be sean whether Alrfisia is able to create its magic
in Inclian tarritory as it has done in other countries.

END OF CASELET1 |

Caselet 2
Answer the following questions based on the given Caselet:

Going by Hindalco's aim of becaming the world's leading producer of aluminium fial
rolled products by acquinng Novelis, identify the t;.rpe{s:n of merger and acquisition D
which Ihis deal belongs and justify the same.

The acquisition of Novelis by Hindalco was one of the biggest acquisitions by an Indian
company. In this regard, discuss the stralegic benefits that accrued to Hindalco
from the acquisition. Also slate the issues reised against the acquisition.

On May 16, 2007, India based Hindaloo Industries Limiled {Hindalco), a subsidiary
‘of the AV (Aditya Vikram) Birla Group of Compariies, acquired the Canadian
‘aluminum giant Alcan Inc.'s subsidiary Novelis Inc. (Movelis). The acquisition was
~ {he resuil of an agreement arrived al between Hindalco and Novelis on Februanyi0,

2007 Hindalco was to buy Novelis for US$ 8 billion in cash, making it one of the
biggest acquisition by an Indian company.
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Producer with low-cost alumina and aluminum production facilities along W
il low-cost alum my nd aluminum ﬁfﬂu@ﬂ ﬁm o

@Indmm which h!id an uﬂ!l‘ﬁum technology of mining bauxite and wm e
into alumina and then smelting it into aluminur, weuld benefit Hnwlﬁn strean
technalogy of Novelis which produced a variety of aluminum ﬂmduTll @ raw
aluminum. Novelis had a downstream product capacity af 3.0 million ani 'ﬂ. '
Hindalco had spproximately 500 kilo tons] In this contexl, I:lal;m Bhallacharys,
Maraging Director of Hindalco, said, "If we earm $10 lor every 5100 of aluminum
we sell, we will now ba able to earn another $10 for avery $100 worth of aluminum
that Novells processes Into rolled products” (The deal was expected to hﬂﬂﬁ J
Hindalco In the long run by reducing the costs and time spent

materials and by catering to the global customers af Novelis,
nk between them was aluminum, which was Hmdalma finished product and the

raw matenal for Novelis

(Hindalco got its revenues from the sale of its raw metal alumirium, whils Novelis
added value to the raw metal aluminum 1o come out with rolled aluminum products,
These products were used in several high techinclogy applications like automobiles,
beverages, bullding and construction, ete. This helped Hindalco 1o capture the (otal
value chain in the aluminum business. As the value chaln was alraacdy ﬁmbﬁﬂhﬂdl
ffeould directly access the market at a lower freight cost. Hindalco served ane end
of the value chain while Novelis served the other end]Movelis had highly
sophisticated technology which would have taken Hindalco al least ten years (o
develop. [According to analysts, Novelis' assels had & replacement value of USS 12
billion and Hindalco would take a long period to malgh these assels in the four
conbinents at its current production of 3.3 million ton,

Apart from gaining technology, Hindalco would also have access lo the coniracts
which Movells had entered into for the supply of can body (material for beverages
cans). These contracts were to expire In January 2010, After 2011, Novelis can
pricing Issues would have been solved and the management Euﬁaﬂﬂd that it would
generate nearly 12 percent retumn on capital with an annual cash flow of US$ 400
million. Hindalge would have more aluminum capacity by then and earn :
returns on {nvestments as it planned to add new capacities in its plants which
gloser to Novelis plants in Malaysia and South Korea. Hindalco was a HH 35
producer of aluminum with good numbers on its balance sheet However, it WH '
affected by the fluctuations in the prices of aluminum sel by the Lgt!pdhn' elal
xchange (LME) in the previous few years, With this acquisition it expected

plve this problem.

Though the Hindalco-Nevelis merger had many synergies, some an
Ihe Issue of valuation of the deal as Novelis was not a profit-making
had a debt of USE 2.4 billion. They opined (hal the acquisition deal
‘a4 (he valuation was done on Novells' financials for the year 20086
financlals of 2006 in which the company had reported losses. |
Hindaleo might have to collect a _ﬁ amu&.ml; 0 .uit? el
rantruc‘lumNth Aftér the deal, Hindaleo's dabi-eg
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8150 be affectad due (o the interest on the debl borrowed. The analysts thersfors
were of the opinion that the acquisition’ would dilufe fha earnings of the company.
Due to the massive expansion plans taken up by Hindalco, Nowlis: *H- urther
push Hindaloo's high gearing lavel, ' S
However, Hindaleo's management fall that the deal would be baneficial for. the
company In the long lerm and would allow It acdess to global customers. Kumar
Mangalam said, “The complementary expertise of both these companies will creats
and provide a strong platiorm for sustainable growth and ongaing success.” He
added thal the acquisition would lead Hindalco inlo the Forfune 500 companies: lisl,
|hree years ahead of |he targel Hindalco was expected o double its Wrnover (o
WSS 20 million after the acquisition. After the acquisition was campletad in May
2007, Novelis bacame a subsidiary of Hindalco.

END OF CASELET 2

Caselet 3
Answer the following questions based on the given Caselet:

5, Moser Baer, which followed a concentration strategy, has lransformad isell from a
single business inta a mulli-technology organization, diversifying inta differanl
businesses. Discuss (he factors which have contributed lo the success of Moser
Baer worldwide. Also present the generic reasons that may induce a firm o shifl

-away from concentration stralegles.

6. Moser Baers diversification into Solar Energy domain is @ lricky one as solar
energy Is an emerging Industry. In this contex!, discuss the various aspects thal
need to be considered by a company wishing to formulate stralegies to enter an
smerging industry

Moser Baer, headquartered in New Delhi, is one of India's leading technology
! companies. It was established In 1983 as a Time Recorder unil in technical
' collaboration with Maruzen Corporation, Japan and Moser Baer Surmiswald,
| Swilzerland, In 1988, Moser Baer India moved into the data slorage indusiry by
| commencing manufacturing of 5.25-inch Floppy Diskettes. By 1993, it graduated to
manufaciuring 3.5-inch Micro Floppy Disketles (MFD), In 1299, Mesar Baer india
get up a 150-million unit capacity plant to manufacture Recordable Compact DIsKs
(CD-Rs) and Recordable Digital Versatile Disks (DVD-Rs). The strategy for the
‘optical media project was identical to whal had successfully been implemented In
the diskette business — crealing a facility thal matched global standards in terms of
size, technology, quality, product flexibility and process Inlegratiol

~ [Moser Baer is an R&D-locused organization that endes
 faunching innovative produc
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products. The company has a rict
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