Walt Disney, UTV and the quest for size

nerships  in  the media
uziness. It st&rted with the Star-
Zee distribution joint venturs. Next
came the naws of the Sonv-ETV deal
(&= vei regl{nbd} and the latest is the
Diznesy- [ deal. Last wesk the
§38-biltion Walt Disnev Co offered to
pay close to Rz 2,000 crore to buy
out UTV. Walt D15nfﬁ, Co already
owns about 30.6 per cent of the R=
830-crors COmpany. Ronniz
Screwrvala, co-founder and CEOQ of
UTV. will become the managin
director of Walt Disney India (“.-"DI%
— the current WDI chief, Mahesh
Samat_. will report to Mr Serewvala,

Each of the three deals - Star-Zee,
Sonyv-ETV and Dhisney-UTV - 13 a
high-ticket partnership with a long-
term impact on both ndustry srow
and profitability. The Star-Zes deal
could change the structure of the

matket in itz bid to tackle the
subs,m tion revenue problem. The

" deal createz one of the

M&est ﬂatmﬂzﬂ broadeasters in the

country after Zee. Femember that

Star is not a big plaver i non-Hindi

ngramrnmE vet and the other biggie,
ezence i Hindi.

Diges thiz action mean the

oblems that have dogged investors
i the Indian media and entertainment
business ars now over? That scale can
finally become a reality in this
business.

Here's a quick recap. The Indian
media industry has long tantalized -
vestors with the promuse of over 600
million telavizion viewers, 3530 million

IT seems to be a great year for

newspaper owil, ecale still eludes it
readers, 100 e Indian media industry
million Web surfers seems puny, difficult and
and othe =uch not-worth-the-trou-ble,

numbers. But  in not just globally, but alzo
spite of the compared te other
volumes, scale and domestic sectors such as
profitability ~ have IT or telecom. In films, even
remained  eluzive after 10 wearz ofcorpo-
I'Imrisfbscause of ex- It%tisation: I;‘Elere are only
treme frapmentation ree  studios  wort

ilmd: = therefore, MEDIA SCOPE m?inr{ﬂr:hngR& F.:"IT"-. Ems
yper-competition in and Ya j. Together

st every major VANITA they released 138 films in

segment  —print, KOHLI-KHANDEKAR 2010 which fetched them ill}
televizion, radio and per cent of the total revenues of the
filmz. wrdustry. Just four stodios - Fox

In film=, for instance, there are
thousands of one-man shops churning
out one or two films a year. More
than 85000 of India's 11000-odd
theatre screens are owned by
individuals. This makes it impossible,
if not difficult, to do anything like a
“national” releaze for any of the
1 00-pdd films we make in a year.
There are 60000 ecable operators
maliing it a nightmars on the ground
to distribute a channel Each genre,
from enterfainment to news, has
scores of channels competing with
each other. Thiz fragmentation, cn
both the content creation and the
content distribution side, makes it
difficult to leverape any of the
strengths of the market — the
volumes, a rich content industry and
growing purchasing power.

As mvestment started flowing in,
in the mid-nineties, it was hoped that
consolidation would lead to scale and
profitability. Thoueh the industry has

Paramount, Wamner and Disney -
releazed over 30 films accounting for
over (' per cent of the total revenues
of Hollywood.

At 5 17 billion, the entire media
and entertainment industry i India iz
less than half the size of the country's
largest telecom company, Bharti Sir-
tel. It is only recently that the two
biggest companiez - the Fee proup
and Times Group -hit the billion-
dollar mark DMdost of the larpich
companies are within s 1,000 crore.
Thiz iz becavse much of the
investment has fonded orpanic
prowth There has been very little
merger and acquisition (M&EA) ac-
tivity. Print haz nof s=een many
MaAs because regional barons do
not like giving up their little fiefdoms
of influence

over local politics. In broadeasting,
valuations have remained a moot
poitit because the industry structure
malees it difficult to pradict revenues.
In cable, according fto an estimate
morz than half the networks are
owned by local politicianz. These,
bankers say, are cash machines used
to fund local elections, =0 nobody
wants to sell them That leaves
precious little to acquite.

So, there might be the odd network
{Asianet to Star) or channsl (Channsl
% to Sony) sale but these are too few
and far between to make any dent in
an industry that is already splintered.
Therefore, the three big moves thiz
vear have rekindled hopes of consol-
idation — at least in felevizion.

However, investment bankers are
still in the "one swallow does not a
summer make" mood. Besides, like
any cther partnership, each of these
three is fraught with implementation-
related risks. For mstance, Walt
Dizney's extremely process-oriented,
bordering-on-the-bureaveratic culture
contrasts sharply with UTVs we-
are-still-in-the-start-up-mode. 30 one
wonders whether Mr Screwvala will
be able to hold the fort for long. Star
and Zee have been bitter rivals for
zuch a long time that it iz difficult to
say whether the new-found warmth
between their CEOs will last long
enough for the joint venturs to make a
difference.

We will wait before singing hal-
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