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GVK emerges as a leading
infrastructure player
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Business India

Animportant feature of the post 1991 liberalisalion era is that big businesses
have emerged all over India, rather than in Delhi or Mumbai alone. The Gvk
group is a prime example of what Indian entrepreneurs, free Lo compete from
all ower the country, are capable of achieving.

VoK. Reddy, the chairman of the group, is from Hyderabad, a cily better
known for its challenge to Bangalore in information technalogy (1) space. He
is froom south India, which until recently was dominated by traditional,
laidback businessmen and industrialists.

Bagping the high profile contract to modernise Murnbai airport against still
compelition from the biggest Indian companies helped focus the limelight on
Lhe GvE group. But what is less known is that it has had a track record of
success in winning bids — [rom Jegarupadu in the south Lo the Alaknanda
project in the north, And, more important, it has been consistently able to
execute and complete the projects within schedules and budgets,

The Mumbai airport modernisation was long overdue. For a city that saw Lhe
birth of the airline industry in India, the airport is 2 hopeless embarrassment.
Iromically, the Sahar airport, designed by a leading architect, is less than two
decades old. 11 is coming apart at the seams. Encroachments —and Lhe lack of
political will to get rid of shum dwellers on airport land — have added to the
woes. And getting in and oul of the airport is an experience in itself,

Cme has only Lo compare Mumbai airport with Singapore or Dubai Lo
understand how far we have been lelt behind. Fortunately, a determined
irinister for civil aviation, Praful Patel, pushed through the formation of
independenl corporate entities to meodernise and operate airports in Mumbai
and Delhi. The fuct that the government and its Left “supporters” continue to
dither about the modernisation of Kolkata and Chenmnai airports is a sad but
separale story,

Judging by the speed al which the Gvik group is moving and the remarkable
{albeit temporary) transformation that it has brought about at the old
terminal, the citizens of Mumbai can look forward to a decent airport in the
near Luture, That itself should raise the group’s awareness level in India's
caommercial capital and linancial centre.

Lr. V. K. Beddy is both, a child and father of India’s infrastiructure revolution,
Better known as a lotelier till 1991, he was asked to build one of India's Lirst
independent power projects, [t was a challenge from which he did not baulk.
Today, he is fathering major infrastructure projects across the Coun Ty,

The Gvic group is also a mixture of the younyg and the old. While it is led by the
f1-vear-old G.V.K. Reddy, the next generation — represented by son Sanjay
Ecddy, son-in-law Somanadii Bhupal and dynamic professionals - is ready Lo
take up the physical challenge. And don't wrile off G.V.E. Reddy on this score
to0, As our cover shows, he's game [or any match.
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Riding the infrastructure boom

Winning the bid for the Mumbai airport was a turning point
lor the GVE group, one of the largest infrastructure companics
in India today
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Winning the bid for the Mumbai airport wasa
turning point for the GVK group, one of the

largest infrastructure companies in India today

tis a memory that is seared in the
mind of Sanjay Reddy, managing
director, Mumbai International
Alrport Limited. In the mid 1980s,
Sanjay was flying in from his uni-
versity in the US to Mumbai on vaca-
tion. Due to some problems at
Mumbai airport, the tlight was
diverted to Lahore. “The airport was
50 bad that an American on the flight
ind 1 kept making nasty comments
about it, deploring the standards and
facilities,” recalls Sanjay. Then the
flight soon landed in Mumbai, and
siddenly Sanjay didn't want to be
anywhere near the American. “1 des-
perately avoided this person with
whom | had been so easily criticising
Lahore aigport. The reason was that if
on a scale of 1 to 10, Lahore was 4,
then Mumbai was just 2. It was so
pathetic that 1 was too embarrassed to
let this American even catch a glimpse
of me,” he says.
Then and there, Sanjay swore that
Iif he could ever do anvthing to
improve Mumbai airport, he would.
Yet, in India in the 1980s, he never
imagined that one day the company
founded by his father, Gunupati
Venkata Krishma Reddy, better known
as .V K. Reddy, who heads the diver-
sified Gvk group, would actually let
him lead the project to change Mum-
bai airport, In the 1980s, the group
was into construction, parcticle
boards, and hotels; today the group is
into infrastructure projects (power,
moads, airports, and more) and bio-
sclences while retaining s earlier
interests.
_ In 2001, when the Airports Author-
ity of India (aar) invited bids for redo-
ing the Mumbai and Delhi airports,
the Gvk Group decided to enter the
fray. G.V.K. Reddy played a back-
ground role, letting Sanjay come out
in front and lead the bid. A faith that
was well reposed. The Gvk Group tied
up with the Airports Consortium of
South Africa {acsa), which manages
17 airports in South Africa, including
the airports in Johannesburg, Cape
Town and Durban; and with Bidwvest,

one of the world’s largest logistics
company with expertise ln supply
chain management; and bid lor
Mumbai alrport. Sanjay recalls being
nervous, and terribly desperate to bag
the order that was on the public-pri-
vate partnership model, and which s
won by the firm that offers the high-
est revenue share Lo the government.

“To get the project, [ was willing 1o
give aal as far high as 42 per cent,
while my partners insisted that the
maximum we should give is around
38 per cent to make it viable [or us.
Yet, to ensure our victory, 1 was ready
to go against their wishes; [ just
wanted this project no matter what
the cost. Luckily, we won the bid in
February 2006 at a revenue sharing
TR
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2006, For the financial vear 2007 -08,
Mumbai airport’s total revenue was
RsB60 crore; vk made a profit after
tax and all other payments of Rs110
CIOre.

The airport project, which will cost
Es9. B crore, works out to about 45
per cent of all Gy projects, which are
pegged at Rs21,000 crore in early June
20008, The project will be financed by
a consortium of 12 banks, led by i
sank, and will have a debt:equity ralio
of 8(:20. Gvk group's chief financial
officer and a director on the board, A.
Issac George, pulled off a coup of sorts
when he negotiated with the banks.
Capitalising on Gvk's perfect track
record with banks he managed 1o get
the loan interest rate fixed to govern-
ment securities rather than the prime
lending rate, which is higher,

“It wasin't casy and took a great
deal of persuasion on my part,” says
George. S0 while other projects bear
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deal of 38.7 per cent so everyone is
happy.” says Sanjay. The Mumbai
International Alrport Limited (MiaL),
an associate firm of Gvk, was formed
shortly thereafter to implement the
project. While Aal’s share in MIAL is
26 per cent, it will collect 38.7 per
cent in revenues. Gvik owns 37 per
cent, AcSA 10 per cent, and Bidvest
the remaining 27 per cent of MiAL.
VK will have Mumbai airport for
30 years, and the option to hold it for
another 30 years, starting 3rd May
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an interest of around 12 per cent (in
today’s somewhat difficult financial
climate}, sual loan attracts an inter-
est of 2.66 per cent. “Soon thereafrer,
the banks realised that the negotiated
rate wasn't good for them, so that
when others made the same request
they refused and stuck to lending at
FLR," chuckles George.

Of course, Gvk is sure it will earn
well from the airport. A kev source of
income in the years ahead will be
from the airport's real estate and
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rents. But money is just one part of
the desperation to bag this project.
I'ne other, and more important, rea-
son is simple: prestige. As George
points oul, more than the tangible
gains, it is the intangible benefits aris-
ing out of the Mumbai airport project
that are enormous. “The Mumbai
international airport will allow us to
showcase our company like nothing
else, and more important, serve as a
platform tor other projects,” he sayvs. A
point well taken: no passenger going
in or out of the airport can miss the
vk logo plastered all over; this group
has acquired international stature in
the short span of two years!

Aware of the prestige riding on the
project. Gvk has spent Rs700 crore on
creating temporary structures that
have already made Mumbal airport
far more pleasant than before, and
won it international recognition. Yet,
all this will be pulled down Lo create a
brand new terminal that will be com-
mon tor both domestic and interna-
tional passengers. “We didn't see why
our passengers couldn’t have a better
experience immediately even as we
prepare for the long lerm, hence we
redid the present domestic airport,”™
SaVS darnjay.

The current Mumbai

alrport,

which handles around 26 million pas-
senigers per year, will hit its peak ol 40
million passengers per vear by 2012-
13. The airport sits on less than 2,000
acres of land and il cannol grow
bevond as it is hemned in by the ity
and by slums (by contrast, Delhi air-
port has 5,000 acres of land). Mumbsaj
airport cannot have a parallel runway,
a key requisile to speed up alrcraft
movement today. The only way out is
a brand new greenfield airport, to be
built in Navi Mumbai, cast of Mum-
bai. The site has already been identi-
fiedd and environmental clearances
obtained. Here's the clincher: Gvk has
the first right ol refusal. If its bid is
within 10 per cent of the highest bid-
der, GVE has the option to match the
highest bidder. This new airport will
be larger (with parallel runwavys), and
will make Mumbai the lirst Indian
city with multiple airports. GVE is
gung ho about this new project. “Of
course we'd like to take up this green-
field project,” answers Sanjay.

It would be another feather in the
much-feathered hat of G.V. K. Reddy,
who is chairman of MiaL. The senior
Reddy keeps a close watch on the pres-
tigious project and flies down cvery
Wednesday 1o take stock and resolve
any outstanding issues that need his

Cover Feature

Hyderabad'’s hotel king

fanything, it was the sight of the ongo-

ing construction of a grand hotel, then
to be called Krishna Oberoi, in the posh
Bamjara locality of Hyderabad, that put
G.V.K. Reddy on the national map. Till
then, Hyderabad only had Banjara Hotel
(later run by nc) that had opened in
1979, the other places to entertain a
Quest was al the Secunderabad Club or
the Mizam's Club (assuming you were a
member). Krishna Oberoi opened in
1283 it was a hit.

Reddy’s first big ambition was to
build a grand hotel. He remembaers how
a5 a youndqster when he once told his
farily that he would build a five-star
hotel  in Hyderabad, evervone jpust
laughed at him. “I had stayed in Hyder-
abad as a youngster, eating in small
joints, and abways felt this city needed a
big hotel and that | would build it. But
then, no one took me sericusly!”

Back in the 19605 and 12705, his
hotel dreams seemed far removed from
his current work and Reddy decided dis-
cretion was the belter part of valour. But
the dream of building a hotel was still
there.

approval. For the rest of the week, he
stays in Hyderabad, where the Gvie
group is headquartered, overseeing its
spreading expansion. And while cur-
rently the airport is hogging the lime-
light, Gvik has cut its tecth in power
and roads, with project as far afield as
legurupadu in Andhra Pradesh to
power projects in Uttarakhand and a
highway in Rajasthan. G.V.K. Reddy
has come a long way [rom his early
days as one of numerous contractors
inviolved in building the Nagarjuna
Sagar dam,

Early days

Reddy’s origins are in Kothur village,
about 10 km from Nellore district in
Andhra Pradesh, where he hailed
from an upper middle-class landed
family. The Reddys were agricultur-
ists with large landholdings, and were
politically well-connected. “1 was a
very naughty child and mostly up to
mischief,” recalls Reddy. And he
loved missing school. Finally, his anx-
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Reddy had begun acquiring land in
the Banjara Hills area (then considered a
distant part of Hyderabad; now a bustling
posh suburb of the city) in the late 1970s
and early 1980s, when the area was being
developed. Krishna Oberoi opened in
1983, fulfilling one of Reddy’s earliest
ambitions. Hotels also remain a project
where wife Indira plays a bigger role (she
Is the managing director) as does daugh-
ter Shalini Bhupal (executive directar).
Soon after, he opened another hotel, Hol-
iday Inn Residency, which was run by the
Haliday Inn group.

By 2001, Reddy had professional dii-
ferences with the Oberois and he roped in
the Taj group. “P.R.5, Oberoi remains my
friend, but our professional relation didn’t
work out and it is best to end it before it
affects your personal ties,” says Reddy. He
also handed over the Holiday Inn Resi-
dency to the Taj group, the rechristened
Taj Residency.

Meanwhile, the promoter of Banjara
hotels wanted to sell off, and vk lapped
it up. So Reddy now had three hotels, all
close to each other. But Hyderabad was
booming, cashing in on the early 1T wave
(many i1 professionals were from Andhra,
who on visiting Hyderabad wanted good

lous parents had a school built near
the village and made him stay with
the schoolmaster so that he could
learn some discipline. He admits it
was a good decision. He went on to
become a quiet and bright student,
getting good marks in his final exams,
much to the astonishment of his
parents!

In the 19505, major mral construc-
ton projects were being

Indira Reddy: hotel graeen

hotels to stay in).

Thus, there is now the Taj Krishna, Taj
Deccan (earlier the Holiday Inn Resi-
dency) and the Taj Banjara. The flagship
is, of course, Taj Krishna. In the TajGVK
company that was formed, the promoters
hold close to 75 per cent shareholding.
For FY2007-08, revenues were Rs259

men and malerial for the Nagarjuna
Sagar project in Andhra Pradesh, and
Reddy soon joined the ranks of sub-
contractors, and later as one of the
many contractors on hire. Here came
a turning point: Reddy now began to
dream big, and wanted to work on
larger projects. “In the late 1960s,
there was this large aqueduct project
that my family was wary of bidding

undertaken across India.
Dams, water canals and
aqueducts were being made
to boost India’s agricultural
growilh, Sensing an oppartu-
nity, Reddy's father and
uncles entered the constouc-
tion business,

Young Reddy moved to
Hyvderabad for his college
education. In the early '60s,
when Reddy graduated, his
father and his uncles were
among the many sub-
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crore and net profits Rs70 crore.

Indira says she moved into managing
the hotel business only to lighten her hus-
band's burden. “He felt | was wasling my
time,” she says, “But then neither be nor |
were comfbartable al the idea of me visiting
a factory thal would be faraway. A hotel in
the city ismuch easier to look after.”

But if you thought a hotel line was a
cakewalk, thing again, “ILis a very difficult
line. You work from 9am to midnight
whereas at a factory you have fixed hours
or the workers go on strike. So actually
that is easier to run,” she points out.

While Taj manages the day-to-day
running of the hotel, Indira focusses on
the longer term plans, “Taj runs the hotel,
| run the business,” says the mo. The
group has just launched Taj Chennai and
a fourth hotel in Hyderabad, Taj Begum-
pet, will be launched next year, and Taj
Bangalore in 2010,

Indira isn't just an industrialist’s wile
chipping in: she picked up an Owner Pres-
ident Management degree from Harvard
Universily Lo better understand manage-
ment lingo. And her business fundamen-
tals are clear, “The botlomline is the moast
important.”

& AMBERISH B TrlW & RJ)

for, but 1 was keen,” he recalls. He bid,
won the project, and implemented it
successfully, despite his family's hesi-
tation. The outcome was twofold: an
immediate surge in his self-confi-
dence to handle large projects, and
the realisation that his ambitions
were largers than his family's. "But 1
would never tell anyone about my
plans; they would have thought | was
dreaming,” says Reddy.

With the family pulling

different directions,
Reddy and his brothers and
other relatives all decided to
g their own ways in the
early 1970s. Reddy wasn'l
sentimental about keeping
the entire family together in
the business; he saw greater
e value in the divorce. “It
was the best thing that
the family ever did because
after splitting, everyone
worked hard and evervone

contractors hired to supply :

T B an gy oea

prospercd,” he savs,
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Reddy also wanted to become an
entrepreneur. His son says he was get-
ting tired of merely building and leav-
ing. “My father was now keen (o holgd
on to what he had built,” says Sanjay.
(. VLK. Reddy decided to set up a
cement factory; it was natural and
logical extension of his construction
business, But lndia in the 19705 was
different, and a somewhat bizarre out-
come awaited Reddy. “1 went to the
industrial licensing body Lor a lcense
for cement but those guys told me
there were no licenses available right
then for cement plants, bul there was
one for particle boards,” he savs.

Reddy didn’t want to wait for a
cement licence; he took the particle
boards’ licence. As he says, he had no
idea what he was gelling into then,
but he was determined to learn., [le
travelled around the world, particu-
larly to Europe to learn about particle
board laminates, which is used as a
substitute for wood. In 1974, Novopan
Industries was started to make prelam-
inated particle board. It was nol Lhe
best of times: the mid-1970s saw India
undergo political turmoil and Reddy’s
new plans were going through a diffi-
cult phase. “The business did badly up
to 1976, bul 1 never thought ol
guitting,” he says. Production at the
plant began five vears later in 1979.
“Todav, Novopan is a trademark,”
pushes Reddy. Novopan is today
worth RsB5 crore . with profits of

Cewryes perfecd [Trance record

sty crore (unawdited).

To further expand his Novopan
business, in the late 19505, Heddy
decided to start a small [actory lor par-
ticle boards in the United States
Reddy approached US officials for
help and learnt how politicians woo
business in the US. “When | wanted to

Mt alrport’s new strictures will soon be demmolished

Cover Feature

buy some land for my factory, officials
from North Carclina showed me
around their state, urging me to set up
my factory in this state,” says Reddy.
“Then, 1 was given free land near
Raleigh to build my factory; the offi-
cials said they would eam through the
laxes 1 paid, that my factory would
cmploy people who would pay taxes,
and we all would spend in the city
boosting the local economy. 50 over
time, the town would more than
recover the cost of the free land.”

Reddy was wonderstruck and some
years later, he narrated this story to
politicians who visitled him in the L',
If Andhra politiclans have managed
to sniatch some of the best projects,
may be V. K. Reddy’s lesson has
bean veall learmt

The plant, which svas a small-scale
operation, was scl up in the Us in
1991 through loans from local banks,
and was recently sold off. “It was ton
small an operalion considering thal
we are now into much larger pro-
jects,” says George.

By 1991, Reddy was spending half
his time in the LS (he still holds a US
grecn card), and hall in India, where
he still had his hotel businesses {3ee
Rox}, having got out of the constroc
lion business, But the situation began
to change dramatically in 1991, when
India liberalised, bringing forth new
opporlunities.

Power and roads

Immediately  after  liberalisation,
states sovernments were desperarely
sc-:}{irﬁ:_; pri"-.'s:m CRTSrPrISe 1T oW
generation, The Andhra Pradesh gov-
ernment invited proposals for setting
up an independent power plant at
Jegurupadu in Easl Godavari districl.
Thie thieri Andhira Pradesh chief ininis-
ter, M. Chenna Reddy, urged G V.K
Reddy to consider the praject.

In the carly 1990s, power plants
would generate more political heat
than electric light (remember Dab.
hol). For starters, no one had any idea
of how to get the project done, The AP
governiment insisted thal the local
entrepreneur tie up with a foreign
expert and provide proof of funding.
Reddy approached the International
Finance Center, 4 World Bank affiliate,
for funding. The e directed Reddy to
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Cms, a Detroit-based power plant
builder, for project expertise. And
Reddy tied up with ass for erc (engi-
neering. procurement, construction).

This was by far the easy part. Get-
ting the project going was a night-
mare. It was in the midst of this
project that, in 1995, George had
joined Reddy as cro, having quit his
job at Toyota since he wanted to
return to India for personal reasons. “I
used to come into the office and get a
headache everyday,” recalls George,
“There would be calls from all sorts of
people; money was not there, bills
nad to be paid, it was just madness.” It
was also here that George realised
what made Reddy different. “He
never got worked up, never got upset,
and all through, never lost sight of his
tinal goal of building the Jegurapadu
project. Anyone else in his place
would have thrown in the towel, and
in fact many did,” points out George.

The Government of India was to
give a counter-guarantee for the pro-
jects but it was dilly-dallying. Reddy
had already asked anrp to supply the
turbines, and the counter-guarantee
was nowhere in sight. Costs were
mounting. At this point, Reddy
requested the Baroda-based app to
supply the turbines without the
counter-guarantee,

“It was a very tough choice,” recalls
K. Narsim Shenoy, the then cMmpD of
ABE. “What if something went
wrong! We would have lost crores of
rupees.” But Reddy persisted. As
Narain recalls, “Reddy called me and
sald ‘'l give vou my word that [ will
make all your pavments with inter-
est.’ | was very impressed and decided
to meet him.™ What was to be per-
functory business meeting lasted
eight hours. As Shenoy puts it, by the
time it ended, he was converted into a
Reddy fan and friend (he is now on
the Gvi board). He flew down to Ger-
many, met his bosses, and told them
to ship the material valued at 100 mil-
lion deutsche marks® {about Rs250
crore, a huge amount then), which
they promptly did. The o counter-
guarantee came a full four months
later.

Of course, power projects were
guaranteed 16 per cent returns, in dol-
lars, by the government, which made

them very lucrative, In 1997, Jeguru-
padu became India's first 1P¥ project,
set up for Rs1,025 crore. Ten years
later, this project carned revenues of
Rs2,738 crore, and a net profit of
Rs518 crore, at a margin of 19 per
cent! Phase | of this project generates
216 megawatts (Mmw) of power and
GVE has the project for 18 years.
Phase [1, which will generate an addi-
tional 235 mw of power, is complete
but cannot be made operational for
lack of gas. This is expected to flow in
later this year when the kG gas flows
start.

The Jegurupadu success, where for
the first time the name GVK was used
(it is called Gvk iIndustries) and which
has since been used for all the group’s
companies, opened many doors.
Reddy became a name to reckon with

Cover Feature

moment of pride. “And while the
Mumbai airport won't be the first pri-
vate airport, | promise to make it the
best,” he adds.

The day after

As of now, Gvk has orders for projects
worth Rs21,000 crore, making it one
of the largest infrastructure compa-
nies. It also has interests in hotels,
particle boards and biosciences, San-
jay is clear when he says, "We plan to
focus on upcoming infrastructure
projects.” The company remains a
tightly run business, managed by the
family of father and son, mother
Indira, who is the managing director
of the hotels division and son-in-law
Bhupal, who now look after most of
the projects in north India, including
the Alaknanda, Uttarakhand, hydro-

The Jegurupadu power project: where it all began

in infrastructure. GVE picked up more
power projects in north India, that are
now being overseen by son-in-law
somanadr Bhupal, who is a director
with Gvk. The group also entered
highway building and bagged the
laipur-Kishangarh project, an over 90
km stretch on  Mumbai-Delhi
MNational Highway No 8. This o
(build, operate, transfer) agreement
with the National Highways Author-
ity of India is for 20 years. "l am proud
to say that both Jegurupadu and the

Jaipur-Kishangarh projects were the

first of their kind to be built by a pri-
vate company,” gushes Reddy in a
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electric project. This project, located
some 110 km from Rishikesh, has had
a chequered history. It was begun by
the then Uttar Pradesh government
some 25 vears ago with little success.
Alter private firms entered the energy
fray, the kG group tried its hand at
the project but soon decided to get
out of the power game. The Tatas took
it up next but the Tata Power board
was divided on the merits of this pro-
ject and asked the Gvk group (whom
they know throught their hotel ties)
to take it over. The 330 mw project is
well under way and the power pur-
chase agreement (ira) for the project
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was signed with the Uttar Pradesh
Power Corporation Limited in 2006,
Issac George, one of the kev senior
persons nol [rom the family, insists
that the company is run profession-
ally, and adds that for infrastructure
projects, family-run companies are
better placed. “In the Indian context,
family run businesses do better in
infrastructure where one has 1o deal
with so many intangibles and politi-
cal pressures. A small core leadership
can take quick decisions and imple-
ment them faster than might be the
case at larger professionally run com-

Bhwipal: heending the northent projects

panics where decisions are always
referred to someone higher,” he says.
Incidentally, the promoters also
own two private companies that use
the GVK name. GVE one, owned com-
pletely by Reddy, is building a huge
mall in the locality of Banjara Hills in
Hyderabad, not far [rom where some
of the Gvk hotels stand. "G vk one was
tormed because Reddy owned land
and decided to build a mall,” says
George. He adds that as and when Gve
staff are involved in any work involy-
ing vk one, the latter is billed for it.
The other private linm is Gvk
Biosciences, now owned equally by

the Reddy [amily and 005, Brar,
former cro of Ranbaxy. Sanjay set up
GVE Blosciences soon after his retum
from the US. If the idea was lo prove
his entrepreneurial ability, he sure
managed to do that, though nowa-
days, due Lo his preoccupation with
rtaL, Brar, who is the chairman of the
firm, is more involved in munning
day-to-day affairs.

Earlier, in 2007, cvi placed all its
infrastructuce projects under a hold-
ing company, Gvk rowcrk and mfra-
slructure  vimited (GvEriL). The
Reddy family owns 608 per cent of
GviPIL, For the financial vear 2007-
(B, GVEPH. earned revenues of Rs362
crore and net profit of Rs152 crore,
GVEPIL has 11 subsidiary companies,
all owned 100 per cent by the holding
firmn, and one affiliate, piaL.

Analysts tracking the group also
give GVK a thumbs up, except on the
count of a lack of senior prolession-
als. “There is no doubt that Gvk
necds to hire more Wp management,
but the problem is that at this time,
such people are very difficult to get,”
savs a Mumbai-based analyst, “And
this lack of top professional manage-
ment is perhaps Lhe greatest hin-
drance the group will face as it secks
to expand.”

Leorge agrees wilth the view, “In
the present siluation, we face really
two hurdles: lack of prolessionals,
which is a long-term problem, and
cost of harrowings which are rising
but which is essentially a shaort-term
phenomenon. We will get money
because our projects are good, Dhut get-
ting people is really diflicult,” he says,

Upcoming verticals

In an atlempt to make its operations
more professional | the group is now
classifying all ils infrastructure projects
intor three verticals, each of which
might have ifs own CEO repurting to
the board of directoes. These verticals
will be Energy for all its power and gas
projects, and which will bid for coal
mines; Transport that will club its air-
ports and roads together, and which
will loray into ports; and Urban Infra-
struchare that will bid for sez (the
group already has a see project near
Chennaid), real estate,  townships,
bridges, and look at areas such as waler
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Narthern lights: the massive Alakninda profec

and waste management where the
group sees hupe polential in the com-
ing years, particularly the former. The
plans also indicate what the group is
looking at in the immediate future, For
instance, it plans to bid for a gas block
In NELP VL WO help its energy units:

Yel, when the latest sound of ai-
ports was placed on oller for redevelop-
ment  earlier this year, Gy was
conspicuous by its absence. “Il was a
conscious decision,” says Sanjay, "We
are clear Lhat we will only bid for larger
airports that at least have an operating
airfleld. Whal was offered was small
airstrips and we just don't have the
management bandwidth to  fun
these.”

Analysis back the view, “It was 3
good move bevause if they had gonein
for small projects, they would have
been overstretched and the larger pro-
jects might have suffered. 1t is best If
Lhe group just goes for larger projects
that add value bur don’t consume oo
much manpower,” adds  another
analvst.

lhere is a third hurdle that has




forced Gvik back Lo its earliest busi-
ness: construction. Fvery time the
GVE group takes up a project, they
have to hire a construction firm, and
good construction companies  ane
hard 1o come by. "It is with this con-
cern that we have srarted Gve Con-
struction that will undertake some of
our own projects,” says Bhupal, “This
will ensure quality and give us a pool
of engineers to look at our various
projects.” Bhupal is aware of the irony
of a former construclion linm now
getting back into the same business,
“There is no way we can avoid iL,”
he siniles,

As banjay points out, this is a big
issue not just lor GVE, but for the
couniry., “India desperately needs
more companies that can take up
large projects. Al picsenl, only L&T
tan do that, with its pool of 8,000
engineers.” He points out that Lar are
constructing most ol the large air.
ports and there is a need for more
such companies to underlake such
large turnkey projects.

GVK has identified key new areas it

Cover Feature

is looking at. Topping the lst, of
course, will be the new airport at
Mumbai, which has the potential 1o
be India's largest airport. The group
now plans to foray into gas and will
bid for blocks in the ~eELe v . The
need for gas is desperate: while Jegum-
padu phase 11 is ready, it cannot be
operated duc Lo lack of gas. The plan|
depends on Gain. for gas, which has
promised some gas soon. Acquiring a
2ax block to meet ils needs s classic
hackward Inlegration.

Another project, il they win, of
course, that will lend the group huge
prestige, is the redevelopment of the
Bew Delhi railway station.

cviK has often been compared to
the other Andhra group, i that is
redoing the Delhi airpart and which
has now won the bid Lo redo the Istan-
bul’s Sabiha Gokcen airport in urkey.
GVE'S international plans might not he
well known bul Lhey exist. "We are
looking at projects in West Asia and
Central Furope,” says Sanjay. The com-
pany is also Iooking at acyuiring exisi-
ing businesses and hopes to make an

announcement next month.

A koy management issus is how will
the group evolve in the [ulure, some-
thing that worrics all lirst generation
entreprencurs. 50 how will Gvk go,
givien that both son Sanjay and son-in-
law Bhupal are working hard in Gve.
VUK. Reddy insists there will be no
issues. “There are a huge number of
infrastructure projects, and there is
cnough for evervone, and work will be
evenly divided,” he says.

Indira Reddy too is firm aboul
cnsuring there are no future lights that
have hedeviled other lamilies. “Som
hashesn a parl ol our Family for the last
26 years, He Is in every sense a parn of
our lamily and always will be.” Sanjay
points out that though il was novor
planned as such, a division of sorts has
taken place wilth him focussing on the
alrporls and Som on the energy pro-
jectsin the north, “We have along way
tor go and so much to do; mav be this
question s best asked some years
later,” he savs,

While Sanjav's children are still
teenagers, Som and Shalini's children
ar¢ much older. Their son, Krishna

Ram, Is involved in the miaL project,
thus marking the entry ol the third

generation into the business. The
group has sure come a long way from
its carly days when G.V.K. Reddy set
out to become an enlrepreneur rather
than stay a contractor.

Lvery morning, at 6.30 am sharp,
(VUK Reddy plays tennis on the pri-
vale court on his residential premises.
Ile is extremely fond of tennis (the
SVE group sponsars Sania Mirza). For
him, tennis helps him stay fit; but
more Lhan that, it is all part of keeping
a disdplined lile, something he
imbibed over 50 years ago as a young
man in Hyderabad, a city that he
almost lords over now. “I never miss
my morning game,” he savs, “And on
the days that [ [ly to Mumbai, | wake
up half an hour earlier and start play-
ing hall an hour sooner, Playing lennis
Is mv passion and a key to keeping dis-
agpline,” he adds.

It Is Lhis same discipline that has
seen him grow Gvk from a small con-
struction company that is now lnto air-
porls, power, roads, holels, SE7s, malls,
biosciences... and still counting!
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