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T
hedeathofLeeKun-hee lastweek,
after a prolonged illness, sparked
turmoil in the$375billionSamsung

Group. The 78-year-old Lee had taken
over the giant chaebol (conglomerate in
Korean) in 1987, after the death of his
father, Lee Byung-chull, who founded
Samsung in 1938.

In the 1980s, Samsungwasprimarilya
noodle-trading and trucking business.
Kun-hee turned it into an engineering
giant.Today,Samsung is theglobal leader
in mobile phones, with a gigantic foot-
print across many other electronics seg-
ments. Ithasover76,000activepatents, in
cutting-edge electronics and associated
areas, like special glasses. This is quite
apart from its shipbuilding and heavy
engineering activities.

Kun-hee was worth over $20 billion
whenhedied.About $16 billion is the val-
ue of the stakes in various Samsung com-
panies. His son and probable successor,
Jay Y Lee, owns significant stake across
Samsung Group in his own right. His two
daughters alsohold stakes.

Jayhasdoneprison time.Hehascases
under trial for forcing a corporatemerger,
andhasbeenindictedforaccountingfraud
and stock manipulation. He also faces
charges in an ongoing bribery case that
triggered the ouster of former president,
Park Geun-hye. In addition to the track
record,Jaymustcontendwithinheritance
tax,whichcouldforcethesaleofpartofthe
familystake.Hence, tradersand investors
are churning shares in various Samsung
groupcompanies.

This is par for the course in Korean
businesscircles.Onlythescale isunusual.
Kun-heefacedprisonontwoseparateocca-
sions,andwaspardonedbothtimesbydif-
ferentKoreanpresidents.Oneofthosecas-
esalsoinvolvedthebriberyof(yetanother)
Koreanpresident. Kun-hee’s legacy could
thusbeunclear forawhilesinceJaymight
end up in prison (unless he’s pardoned).

Regardless, Kun-hee is an unalloyed
herotomanyKoreans.Hisdriveandvision
helped Samsung supersede iconic
Japanese brands like Sony Corp, Sharp
Corp and Panasonic Corp in chips, TVs
and displays. It ended the supremacy of
Nokia in feature phones and helped
SamsungbeatApple insmartphonesales.
Samsungalsoownsmorepatentsthanany
othercompanyin5G,sothatdominanceis
likely to continue for some time.

But thehistoryof electronics indicates
that no company, nor any nation for that
matter,hasbeenable tocementpoleposi-
tionandmaintainitthroughseveralcycles.
This is not just about innovation, though
that’s important. It’snot just aboutbrand-
building, though that’s important too. It’s
also about scale.

Ideally, anyelectronicsbusinessneeds

todevelopIP,scaleandbrandsif it istocap-
ture full-value or its activities. Different
nations have built scale at various times
andIPisscatteredacrossmanyfirms.Scale
withoutbranding leads to lowmargins.At
varioustimes,corporationsfromdifferent
partsoftheworldhavebuiltbrands—IBM,
Intel,Philips,Sony,AMD,Microsoft,Apple,
Nintendo,Apple,Toshiba,Huawei,Nokia,
the list goes on.

A potted history would go as follows.
Starting in the 1890s, scientists and engi-
neers in labsmade importantdiscoveries.
ThetwoworldwarsandtheColdWarledto
huge research acceleration and multiple
new technologies were developed, and

released into civilian domain. The space
race(whichwas,ofcourse,partandparcel
of theColdWar)meantmore of the same.

Electronics is all-pervasive. Military
tech is heavily dependent on it. Every
modern gadget has electronic compo-
nents.Basic infrastructure likepowersup-
ply,watersupply, transportationandroad-
buildingis impossiblewithoutelectronics.
Any modern manufacturing facility, no
matter what is made, requires electron-
ics. The Internet of Things will further
magnify demand.

In the 1950s and 1960s, Japan became
anexportpowerhouseonthebackofboth
scaleandbrands.ThathelpedJapanboot-
strap its shatteredpost-wareconomy.The
transistor revolution was led by Akio
MoritaofSony.ButadozenZaibatsu (“con-
glomerate”) followed inSony’swake.

The Koreans rebuilt their shattered
post-war economy on the back of heavy
engineering(ironandsteel, ship-breaking,
ship-building). But Samsung’s foray into
electronics led to seriousgrowthaccelera-
tionfor theKoreaneconomy.LG,Daewoo,
Kyocera, all got into the act.

China entered the fray later. First, the
PRCwasacontractmanufacturerandthen
itstartedbuildingbrandsonthebackof its
hugedomesticmarket.Thenitmovedinto
exports. It is now a very significant player
with vast scales and big brands and it has
weathered multiple accusations of intel-
lectual theft.Taiwanisalsoapowerhouse,
alongwith theMainland.

Assuming he takes over, Jay will have
his work cut out to stave off challenges.
But he does possess a template set by his
legendaryfather,andSamsungisoneofthe
few companies that kept its financials
intact during thepandemic.
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O
ne of the things Covid-19 has
brought into stark relief is the con-
trasting strategies of PepsiCo and

Coke in India and how the differences
have had a bearing on their performance
during thepandemic.

One big change is that PepsiCo is now
less of a cola or a beverage company and
moreofafoodsmajor.Declaringthefinan-
cial results a fewweeks ago forQ3of 2020,
PepsiCo CEO Ramon Laguarta
announced that despite a slow revenue
growth of 2 per cent in emerging and
developing markets, India bucked the
trend, showing a high single digit growth
as compared with double digit decline in
bothbeverages and foods inQ2.

This, despite the fact that its beverage
volumesinIndiadeclinedbydoubledigits
in the sameperiod, clearly suggesting that
the food business rocked as the lockdown
eased. Food revenue matters much more
for the company’s revenues and margins
thanbeverages.

For Coke, however, which does not
have a foodbusiness to bank on,Q3 2020-
unit case volume declined by 10 per cent
in Asia Pacific in its company-owned bot-
tling plants, driven by India and South
Africa (itwas down36per cent inQ2).

But overall, the decline was much
lower at 4 per cent in the region and
again this was attributed to India and
Japan. (It was 18 per cent in Q2 mainly
because of India.)

The inference is simple: While Coke’s
percentagedecline inbeveragevolumes is
far lower than its rival and demand take-
off has improved over the previous quar-
ter, it doesnothavea foodbusiness togive
it a kick start to recovery.

According to analysts, soft drinks now
account for only 20 per cent of PepsiCo’s
revenues as against 59 per cent in 2015.
The rest comes from food. The goodnews
for PepsiCo is that the foods segment has

normalised much faster to pre-pandemic
levels thanbeverages.

The fact is that soft drinks missed a
large part of their peak season (April-June
account for 50 per cent of volumes) sales
when the country came to a standstill. If
they are taking longer to normalise, it is
because on-the-go and restaurant sales
are limping very slowly towards their
earlier levels.

Industry estimates indicate that vol-
umes for the whole
year for beverages will
be down to a third of
last year.

PepsiCo’sasset light
strategy in beverages
has also helped. Two
years ago, it sold off its
remaining company-
owned bottling plants
insouthandwest India
to Ravi Jaipuria, trans-
forming itself into a
seller of mainly soft
drinks concentrate.

The strategy reduced
revenues but improved
margins profitability. Its nor-
malised profit after tax went up
by 58 per cent in FY20 over the
previous year, though revenues
went down from ~6,200 to
~5,264 crore in the sameperiod.

PepsiCo banked heavily on
foods and built capacity on its
own, mainly from the remain-
ing portion of the $2.2 billion it
committed to India by 2022. The strategy
has also helped in shoring up margins as,
according to industry experts, they are 10-
20 per cent higher than beverages, which
work on lowmargins andhigh volumes.

“We are committed to doubling our
snacks business in India by 2025. In fact,
we have increased our investment in our
greenfield snack plant in Uttar Pradesh
from ~500 crore to ~814 crore. We have
additionally proposed to set up a green-

field manufacturing plant in Assam and
expand our capacities in our West Bengal
and Maharashtra plants,” said Ahmed
ElSheikh, president, PepsiCo India.

Currently, itsownmanufacturingunits
take care of 70 per cent of its foodproduc-
tion(therest isdonebyco-packers),which
include Lays, Kurkure, and Quaker Oats
amongothers, say analysts.

So what is Coke doing? Clearly one big
movehasbeen thepush towards juicevol-
umes and using more Indian fruits even
for sparkling beverages, such as limes in
Sprite or local oranges in Fanta.

It also introduced a range of juices in
the Minute Maid category with Indian
fruits such as pomegranates. Analysts
point out that its volumes from juice prod-
uctshasgoneupfrom35percent to40per
cent in the last three years, while the rest

has been from other bev-
erages. The margins in
juices are higher. Coke
alsotestedflavouredmilk
and smoothies in the
market but they failed to
getmuch traction.

Coke has also brought
in imported products like the
fizzy drink Rani Float. It is
also rationalising its bottling
business. Its shareof thecom-
pany-owned bottling compa-
nyhasgonedownfrom66per
centofvolumesto54percent.

A Coke India spokesper-
son, while not sharing num-
bers, said: “We have just

completed the re-alignment of four
non-contiguous and fragmented territo-
ries in the north, which has opened
more avenues for business growth and
local investments”.

But the rationalisationhas raisedques-
tionsamongCokewatchers. Is it alsomov-
ing towards a more asset-light structure
like its rivals? Or will its strong company-
owned bottling business be the platform
for launchingbig newproducts?

FoodfocuskeepsPepsiCo
going,butCokestruggles

Samsung’s colossal
challenge
Thedeathofits iconic
promoter,LeeKun-hee,
raisesquestionsover
howlongthechaebol

canmaintainitsgigantic
footprintintheglobal
electronicsindustry

LeeKun-hee,whodied lastweek

Estimates indicate
that volumes for
the whole year for
beverages will be
down to a third of
last year, despite
the push by soft
drink companies
to go online

I
ndia remains aHollywood crazynation, finds a studyby
data andmarketmeasurement firmNielsen for &flix. The
study, “Hollywood Is For Everyone”, covered a sample of

1,500-plusmovie buffs across eightmetros andnon-metros,
includingMumbai, Delhi, Chennai, Bengaluru, Pune,
Ahmedabad, Lucknowand Indore.

The report, put together after collating responses of peo-
ple in the age groups of 23 to 30 (37 per cent), 32 to 40 (50per
cent) and41 to 50 (13 per cent), delved into the consumer
preferences, attitudes, behaviours, lifestyles andmindsets of
movie buffs in India.

The study found that nine in 10movie loverswatch both
English andHindi/regional films. Compared toBollywood
and regionalmovies, 91 per cent feltHollywood filmshave
better power-packed action sequences and special effects.

Over 70per cent said they preferred towatch films on tele-
vision rather thanonover-the-top (OTT) platforms. The rea-

sons givenwere: television viewing is
economical since youhave to pay a
single service provider for access to
content fromawider range of chan-
nels; bigger andbetter, since the
movie canbe enjoyed on awider
screen inhigh-definition (HD);
merrier as the screening experience
canbe sharedwith friends and fami-
ly; andniftier as it does not involve
browsing through content to decide
what to view.

A sizeable 82 per cent also felt that TVviewing came clos-
est to the big-screen experience amid the lockdown.

Looking specifically intoHollywood enthusiasts, the
study found them tobe tech-savvy andbrand-conscious indi-
vidualswho seeknewexperiences, are in syncwith the latest
trends and are avid travellers. The survey also found that this
cohort earns one and ahalf timesmore than thosewhowatch
largely onlyBollywoodor regional cinema; is twicemore like-
ly to buyhigher-pricedproducts; ismore than two times
more likely to owna four-wheeler; andhas a stronger social
media presence.
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Indiaup,close
andpersonal
withHollywood

Compared to
Bollywood and
regional movies,
91 per cent felt
Hollywood films
have better
power-packed
action sequences
and special effects

WINDOWTO
THEWORLD
(Moviebuffs’takeon
Hollywood)

90%‘Unitesaworldwide
communityoffans’

85% ‘Enhancesproficiencyin
theEnglishlanguage’

78% ‘Encouragestofollowa
Hollywood-sizelifestyle’

90% ‘Offersexposureto
internationalcultures’

86% ‘Inspiresthedrivetotry
newthings’

LARGER-THAN-LIFE
IMPACT
(Howthemoviesare
perceived)

91%areprogressive

86% inspirebigdreams

87% influencefashion
choices

80% infuseago-getter
attitude

WE SEE, WE BUY,
WE PROMOTE
80%viewers
admitthatbrandsplacedin

themovies/intermittentTVads
influencetheirpurchases
arewillingtotrynew

products/gadgetsshowninthe
moviesandintermittentads
valuebrandimageover

pricingandassociatethe
bandstheybuywiththeir
socialpersona

MOVIE VIEWING ON
TV WITH FAMILY
81% ‘It’sagreatwayforfamily

bondingduringthe
Covid-19situation’

81% ‘It’sthebestalternative
tofamilyoutingsgiven
thelockdown
restrictions’

76% ‘Co-viewingexperience
isbetterthansolo
viewingexperience’

SCREEN SIZE
MATTERS
82% ‘TVviewingcomes

closesttothebig-screen
experienceamidst
thelockdown’

88% ‘HollywoodVFXand
superherostuntsare
betterenjoyedonTV
thansmartphone’

77% ‘WatchingmoviesonTV
whilescrollingonthe
smartphoneisthe
perfectcombo’

‘GLOCAL’ SHOWS
7/10viewerswantHollywood
hitsonTVavailableinmultiple
dubbedformatsincluding
Hindiandotherregional
language
(Cohortsconsidered:
Bollywood/regionaladmirers)

Great leaps forward
Theglobalelectronicsindustrywill
generateover$2.5trillioninrevenues
in2020(includingconsumer
segmentsandmilitarytechnology).
Thepandemicmayhaveaccelerated
alreadystronggrowthratestoan
estimated6percentormore,
over2021-2025.

Here’sabrieftimelineofhowthe
industryhasdevelopedsince
inception.

>1965-75:Intelcreatesthe
microprocessor,akathecomputer
“chip”(1969).Laseropticstechnology
takesoff.Thefirstcellphoneis
demonstratedbyMotorola(1973).The
USagency,DARPA,fundstheproject
thatleadstotheinternet.

>1975-90:Personalcomputingarrives.
MicrosoftandApplebecomehousehold
names.TheVCR,WalkmanandCDsare
launched.Videogamestakeoff.

>1990-2005:Theinternettakesoffafter
thecreationofHTML,enabling
e-commerce,onlinetrading,search
andsearch-linkedadvertisingetcetera.
Facebooklaunches(2004).Korean
chaebolsLGandSamsungbecomebig
players.ChinaandTaiwanstartcontract
manufacturing.

>2005-2020:TheiPhoneislaunched
(2006).Thesmartphoneerabegins.
ChinesebrandslikeXiaomiandHuawei
enterthearena.Socialmediaexplodes.
Dronesfly.TheInternetofThings(IoT)
leadstoelectronicsbeingembeddedin
houses,cars,vacuumcleanersand
sportsequipment.

Source:ZeeEnglish

Cluster-&flix:

ProjectFlickstudydone in
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