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How GM can reduce exit pain

The automaker has to meet expectations of all stakeholders before stopping domesticsales in India
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The recent announcement by General
Motors India to stop selling cars in
the domestic market by the year-end
has met with strident protests from itsdeal-
ers. Given the scenario, the company hasto
avert the possibility of a messy exit by build-
ing consensus among all stakeholders.

A GM India spokesperson says the com-
pany’s decision towithdraw from domestic
sales was based on its global business strat-
egy. “GM is focused on strengthening our
core business and investing to lead the
future of personal mobility. This requires
the company to take decisions on where we
deploy our shareholders’ capital. If we don’t
see a clear path to market leadership and
long-term sustained profits, we will contin-
ue to look at opportunities to focus our
resourceson areas that will lead to the great-
est results.” The American auto giant has
been present in India for over two decades,
but its brands never took offasit ran mount-
inglosses and ended with a measly market
share of 0.85 per cent in 2016-17.

A majority of GM India’s 96 dealers, op-
erating around 140 showrooms across the
country, was opposed to the offer of around
12 per cent of their investments as com-
pensation. Asked about the dealers’ allega-
tions of inadequate compensation and de-
mand seeking government intervention to
prevent job losses, the spokesperson says,
“We are providing our dealer partners a fair
and transparent transition assistance pack-
age based on a methodology that is consis-
tent across all dealers. The methodology is
then applied to the individual circumstan-
ces of each dealership. The discussions with
individ ealers ential.”

Jones Mathew, professor, marketing,
Great Lakes Institute of Management, lists
factors that an organisation exiting a coun-
try like India should consider. These are —
the economic impact of loss of jobs, social
impact of an anti-American attitude toward
brands exiting without adequate warning,
transparent communication with stakehol-
ders, fair compensation to channel part-
ners, retraining and replacement of affect-
ed workers to reduce negative effects,
proper evaluation of take-profitor stop-loss
decision, and political and trade union sup-
port for exit decision.

According to Mathew, the most impor-
tant but often overlooked step is commu-
nication, trust building, and transparency
through the entire exit process. “Given the
magnitude of the decision, GM could have
goneabout the exit process ina more trans-
parent and equitable manner.” he says,
adding that dealers must be compensated
with at least 25-50 per cent of their invest-

mentsin the brand.
Abdul Majeed, partner at PwC India,

says a company has to devote substantial
time, extending to over a year, to address
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concerns of all stakeholders — buyers, deal-
ers and the government — before exiting a
market. “You may not be able to pay every-
thing that dealers are asking for but you
have to come to a consensus at least. Suffi-
cient time for planning, sothat you can take
stakeholders into confidence, is the key.”
Suppliersand employeesare especially crit-
ical, and therefore the company has to make
sure its decision does not impact them.

Evenas GM plans to halt domestic sales
inIndia, itsjoint venture partner Shanghai
Automotive Industry Corporation of China
(SAIC) is set to enter the country with its
brand Morris Garages and likely start oper-
ations in 2019. There is a possibility of GM
selling a manufacturing plant in Gujarat to
SAIC. Majeed says if a new company takes
over, the outgoing firm can work out modal-
ities to minimise the effects of its exit.

“Even if you are selling assets to some-
one else, at least it would ensure continuity
for some stakeholders,” he says, adding an
example of South Korean auto company
Daewoo Motorswhich had incidentally sold
off its assets to GM.

Siddharth Shekhar Singh, associate pro-
fessor of marketing at the Indian School of
Business, stresses that a company has to
exitina mannerthat its brand reputation is
not damaged. “Wrong steps at the exit stage
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concerns of all stakeholders — buyers,
dealers and the government. Building
consensus is animportantgoal
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m Since GM is producing vehicles for
export, it can buy back inventory from
dealers, if possible, to cut losses, or
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would make re-entry all the more difficult
even if the conditions are right,” he adds.

Singh argues that GM has not dealt with
its dealers and customers toowell, although
it seems to have handled the issue of com-
pensation to its employees better. “This is
not a pleasant situation and there will be
losses for all. How fair, caring and stakehol-
der-friendly GM comes across would decide
the effect on its brand in India and subseq-
uently impact prospects on re-entry, if any.”

GM India says it has prioritised a stable
and smooth transition for its customers,
employees and business partners. “We will
maintain a service network across key loca-
tions in India, as well as continuing to hon-
our Chevrolet vehicle warranties; provide
support through Chevrolet’s roadside assis-
tance, and spare parts to support mainte-
nance and repair,” the spokesperson adds.
GM India exports the Chevrolet Beat hatch-
back and sedan to a number of left-hand-
drive markets in Latin America. It recently
announced regular shipment of the sedan
version of Chevrolet Beat to Latin America.
“We have a robust export outlook that sup-
ports continued manufacturing at our Tale-
gaon plant and further leveraging of our
local supply base,” the spokesperson says.

Singh also feels GM erred in not giving
enough of a lead time to all stakeholders to
warm to its decision and thereby reduce
risks to its brand reputation. “Since itis pro-
ducing vehicles in India for export, it can
buy backthe inventory fromdealers, if pos-
sible, to reduce losses, or compensate them
in some other manner. Further, it should
enhance the payment to them to cover loss-
es. Regarding customers, GM should not
only ensure that the service centres are open
and functioning smoothly, but also publi-
cise the same to remove apprehensions.”



