
B U S I N E S S
SATURDAY, MAY 10, 2014

ABUJA: McKinsey & Company worldwide managing
director, Dominic Barton (right) sits beside Nigeria’s
Minister of Finance Ngozi Okonjo-Iweala (left) dur-
ing the World Economic Forum in Abuja yesterday.
The World Economic Forum on Africa kicked off in
Abuja on Wednesday. —AFP

HYDERABAD: Indian farmer Mekhala Anjaneyulu seals wet bags of unpolished rice to be dried after unsea-
sonal overnight rains soaked the area at the Agriculture Market Yard at Jangaon Mandal of Warangal
District, about 85 km from Hyderabad yesterday. Some 2.1 million tonness of rice were soaked in the unex-
pected rainfall causing severe problems for farmers selling their grain. —AFP

Omnicom, Publicis call 
off $35bn merger plan
Battle for control wrecks creation of largest ad firm

LONDON/NEW YORK/PARIS: The $35 billion
merger of US-based Omnicom and France’s
Publicis collapsed yesterday after a battle for
control destroyed plans to create the world’s
largest advertising agency. The deal, heralded
in July as a merger of equals that would enable
the two agencies to compete more effectively
in the digital arena, foundered on issues rang-
ing from its complex tax structure to the firms’
divergent cultures. The two sides were also los-
ing major work - more than $1.5 billion in the
past month alone - and did not want to let the
uncertainty continue.

“I have not been able to convince John that
balance is balance,” Publicis Chief Executive
Maurice Levy said of his counterpart John Levy.
“Omnicom wanted their people to fill the CEO,
CFO and general counsel jobs,” he told Reuters.
“I thought that went too far. I was not ready to
cede on this point.”

For his part, Omnicom CEO Wren said the
two sides had failed to find a way past the
strong corporate cultures that existed in each
company. “There was no one factor,” Wren, 61,
told Reuters. “There are a lot of complex issues
we haven’t resolved. There are strong corpo-
rate cultures in both companies that delayed
us for reaching an agreement. There was no
clear finish line in sight, and uncertainty is nev-
er a good thing when you are in the personal
service business.”

Two people familiar with the situation said
relations between the two sides had started to
unravel in December, with tensions starting to
develop between Levy and Wren, and the
Frenchman believing that the deal was turning
into a takeover rather than a merger.

One person said the men met two weeks
ago to agree what to do. The key dispute over
who should be CFO would have influenced
whether the new company inclined towards a

centralized structure to manage costs, which
Publicis argues has driven its higher margins, or
Omnicom’s more devolved approach. Neither
company will pay a termination fee, and they
will split the costs of the failed deal, such as
legal fees.  With the deal off the cards, analysts
predicted a period of turmoil ahead for the
industry as Publicis and Omnicom seek to re-
engage with clients after recent business losses.

One global consultant who advises clients
on media spend told Reuters that agencies
within Martin Sorrell’s WPP, which will keep its
crown as the world’s largest advertising
agency, had won a lot of work of late by cut-
ting fees. He advised existing clients of Publicis
and Omnicom to use the uncertainty to negoti-
ate better terms. He noted that some client
work coming up for review in the coming
months would also pitch agencies owned by
the two firms against each other.

Publicis shares were down almost 1 per-
cent, while Britain’s WPP was flat. Smaller
French player Havas, seen as a takeover target,
jumped 3.4 percent.

“We see the consequences for the agency
space as negative as, shorter-term, it is likely to
lead to a more competitive environment and,
longer-term, it dashes the hopes that the
merger would lead to an easing of pressures in
staff costs and client fees,” wrote Liberum ana-
lyst Ian Whittaker.

Some analysts also said further deals could
crop up involving perhaps fourth-largest
agency Interpublic and Japanese advertising
group Dentsu.

Soap opera 
Sorrell told Reuters the failure of the deal

had turned into a soap opera. “You now have
the charade of them trying to say we’re just as
well off apart as we were together, which begs

the question of why spend a couple of hun-
dred million dollars to prove that being togeth-
er didn’t work. It was ill thought through.”
Although Levy still believes Publicis should be
bigger to cope with the way technology is
changing the ad business, he demurred on
whether the group needed a big acquisition.

“For now, our goal is simple - to accelerate
our strategic plan,” he said.

Publicis and Omnicom had justified the
marriage as a way to provide scale and capital
to cope with technological forces reshaping
the industry. Wren and Levy, who toasted the
tie-up with champagne in Paris last summer,
had said it would enable them to better com-
pete with the likes of Google Inc and Facebook
Inc , which dominate digital advertising, an
area that accounts for nearly a quarter of global
marketing spending. The planned merger had
called for a 50-50 ownership split of the equity
in the new company, Publicis Omnicom Group,
with Wren and Levy serving as co-CEOs for 30
months from the closing.

Signs of trouble between Omnicom and
Publicis appeared in late April when Wren dis-
closed hurdles to getting the deal’s tax struc-
ture approved by regulators in Europe. He omi-
nously said he could not predict when the deal
would close and said there was “no Plan B” if
the tax issues were not resolved.

Soon after, media outlets reported that the
fight over the leadership of the future group
had frayed relations between the two sides.
One person on the French side said Omnicom
appeared less willing to compromise in recent
weeks than Publicis, which was trying to save
the deal. Levy had previously postponed
retirement plans as succession at Publicis
remained an open issue prior to the deal.
Those questions are likely to come to the fore
again. —Reuters

Indian stocks hit
record high on 
election hopes

MUMBAI: India’s stock market surged yesterday, touching a
new high on hopes that election results next week will usher
in a stable government capable of pushing reforms and reviv-
ing the flagging economy. The Bombay Stock Exchange’s
benchmark index rose 3.15 percent to hit 23,048.49 points,
before trimming some of the gains to close at 22,994.23
points.“The market was cautious over the last few days,” said
Alok Churiwala, managing director of brokerage Churiwala
Securities.

“But now, the view is that the National Democratic Alliance
(NDA) led by the BJP (Bharatiya Janata Party) will be able to
form a government without needing any last minute support-
ers that impinge on government functioning.” Results in
India’s mammoth election are due to be announced yester-
day, May 16. The right-wing opposition BJP, led by Hindu
hardliner Narendra Modi, is expected to oust the centre-left
Congress from power after 10 years. 

Support for Congress has been undermined by a series of
graft scandals, surging inflation and a sharply slowing econo-
my during its decade in power. While the BJP is expected to
win most seats, it remains to be seen whether it will muster
enough support to form a majority to implement structural
changes to the stuttering economy. That uncertainty is
prompting some Indian retail investors to stay on the sidelines
despite the current market rise, analysts say.

India’s economy is growing at its slowest rate in a decade
with industry leaders demanding labor market reforms and
lowering of interest rates to boost investment. —AFP

Lonmin aims for May 14 
restart in challenge 

to platinum strike
JOHANNESBURG: South African platinum producer Lonmin is laying
the groundwork to restart its operations next week after a concerted
effort to woo striking miners back to work by taking its latest wage
offer directly to them. This points to a possible end game in the 15-
week strike by the Association of Mineworkers and Construction Union
(AMCU), the longest and most costly ever for South Africa’s mines,
which has also hit Anglo American Platinum and Impala Platinum.
Wage talks collapsed two weeks ago and the trio of companies the
world’s top producers of the precious metal - have been trying to
undermine AMCU’s leadership with direct appeals to the strikers, bet-
ting that they are keen to return after going so long without pay.

“Our shop stewards are saying that Lonmin management has
been going around this week to all the shafts to prepare for the start
up on the 14th,” an official with a rival union to AMCU told Reuters.

Lonmin has been asking its employees through a text messages
and other means to indicate if they want to accept the latest offer
and return to work and the company has said it should know by
Friday if it can go ahead with the May 14th start.

In an internal memo sent to its employees last week which
Reuters has seen, the company spelled out the steps to be taken
through the vote, providing an SMS number and an e-mail address
where they could send their responses. The letter said employees
had until Thursday, May 8 at 1600 local time (1400 GMT) to send
their replies. —Reuters


