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CORPORATE 
The Writing On The Wall 
 
Will Ramalinga Raju be India’s first CEO to be forced out? 
 
VENKATESH GANESH 
02 Jan 2009 

There is a story that Ramalinga Raju’s grandfather — an enterprising farmer — 
ventured out of traditional agriculture and bought a sugar mill. The venture backfired, 
and the family lost a fortune. Flash forward to 16 December 2008: Raju announced a 
similar switch — 20-year-old Satyam Computer Services (Satyam) would ‘diversify’ into 
the realty business by acquiring two Raju family-run firms — listed Maytas Infrastructure 
and unlisted Maytas Properties. 
 
This time around, institutional investors expressed outrage, forcing Raju to withdraw the 
proposal; industry watchers, analysts, commentators and management consultants 
called it a way to siphon off cash from Satyam’s books to meet the debt repayment and 
cash obligations that the two Maytas firms had to meet. Raju’s sons run the two firms 
and the family owns nearly 36 per cent of Maytas Infrastructure and 35 per cent in 
Maytas Properties. 

Shaky Confidence 
Raju’s hasty announcement — without a board approval — and an equally quick 
retraction could make him the first forcibly removed CEO in India. “There is great 
likelihood of a management change when the Satyam board convenes on 10 January 
and Raju will be asked to step down,” says Khozema Anajwalla, partner of accounting 
at Inde Global. Brokerage firms who slammed the stock, following the 16 December 
announcement, also feel that a change in the top management should be something 
that the board needs to look at urgently. 

“Satyam has 61 per cent institutional holding who would be looking to either reduce their 
stake or engineer a deal that would ensure changes at the top,” says Nishant Verma, 
vice-president of Bangalore-based Tholons Capital. It is learnt that institutions are 
gathering support to push for a new CEO in the upcoming board meeting. “There is a lot 
of talk amongst institutions to vote for a new management in the light of even problems 
arising out of bribery in outsourcing contracts,” says an Indian fund manager who 
manages some Satyam portfolios. 

Raju postponed the board meeting by a fortnight and is mustering support to retain 
management control. A website, www.ramalingaraju.com, run by one of Raju’s 
nephews, extols Raju’s virtues as an entrepreneur. It rubbishes media reports as giving 
a “completely different and untrue image about a soft, humble and good-natured 
individual”. 
 
Satyam’s investor relations team is believed to be calling up broking houses and 
research analysts to explain their position and seek support. “Satyam did not — and 
does not now — intend to retreat from IT and BPO services in any way, and going 
forward, Satyam will focus extensively on these markets,” Raju says in an e-mail to 
Satyam employees.  
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Clearly, there is confusion. “This is a U-turn from their earlier stance that diversification 
into other businesses such as realty was the way forward,” says Anajwalla. Peter 
Schumacher, CEO of Value Consulting [Correction: Should read – Value Leadership 
Group], agrees: “This raises doubts in the customers’ mind about the management’s 
motives and commitment to the business.”  
 
The noises made by Raju may not have assuaged employees’ uncertainty, but they 
seemed to have been enough for Aberdeen Asset Management, the largest institutional 
investor with 6.6 per cent stake. On 17 December, Adrian Lim, fund manager at 
Singapore-based Aberdeen, had called the acquisition announcement “shocking”, 
adding that his firm would not tolerate a change in Satyam’s core business. On 30 
December, he said: “They need to work hard and quickly to rebuild their reputation.” 

But Aberdeen has been buying Satyam 
shares since the botched acquisition proposal 
was called off. It acquired 305,000 shares, or 
0.095 per cent, on 17 December, and another 
320,000 shares — 0.1 per cent —on 20 
December. 

Time For Change? 
There are credible reports that the Raju 
family now owns just about 5 per cent of the 
stock. This is down from 8.61 per cent after 
institutions it had borrowed from, sold shares 
pledged with them. That makes Raju a 
professional manager rather than a promoter-
owner; his performance could be assessed 
accordingly. So, murmurs of a possible 
change in management are beginning to 
grow louder. 
 
One thing seems certain: that a change at the 
helm will be on the agenda when the board 
meets in the plush 2,000 sq. ft hall at 
Satyam’s Hyderabad headquarters on 10 
January. Raju could be asked to step down 
from the company that he nurtured from its 
infancy till it became a $2.14-billion firm. Could this indeed be the first instance of a 
forced management change, in India’s corporate history? 

With inputs from Dhanya Krishnakumar 
 
venkatesh(dot)ganesh(at)abp(dot)in  
 
(Businessworld Issue 06-12 Jan 2009) 

An ABP Pvt Ltd Publication Copyright (C) All rights reserved. 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


