FROM UNITY TO DISCORD: MARKET-DRIVEN
INSIGHTS INTO THE ZEE-SONY MERGER
TERMINATION

Snehal Khemka”®

The potential merger between entertainment behemoths Zee Entertainment
Enterprises Ltd. and Sony Pictures Network India (now Culver Max Entertainment
Pvt Ltd) could have birthed India’s largest entertainment company. The new entity
would have asserted control over a 50% share of the Hindi entertainment market,
emerging as one of South Asia’s biggest TV broadcasters. The fallout of this merger
poses significant implications for the Indian television broadcasting sector and
raises questions regarding missed opportunity costs for consumer benefits. This
paper explores the ramifications of the terminated $10 billion deal on both parties,
encompassing financial, contractual, and legal disputes. It investigates the
vulnerabilities of TV broadcaster Zee, now facing heightened competition in the
content-hungry Indian market from stronger rivals, including the merged entity of
Reliance Industries Ltd. and Walt Disney Co. Adding to the complexity, a sharp
decline of 25% in Zee shares serves as a tangible indication of market's rapid
response, as well as the financial and investor sentiment around the termination of
Zee’s and Sony’s strategic collaboration. Given that the combined entity would have
occupied an enormous scale in entertainment, Sport, and OTT, the analysis is
structured three-dimensionally: Part A provides an overview of the failed merger;
Part B delves into the industry advantages that the merger could have yielded, with
a specific focus on cricket as a critical component of entertainment in India; and
finally, Part C critically evaluates the legality and fairness of the termination,
considering the National Company Law Tribunals approval of an otherwise pro-
competitive beneficial merger, disrupted by a leadership dispute between the

enterprises, and its resultant impact on consumer benefits.
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I. INTRODUCTION

The merger between Zee Entertainment Enterprises Limited (‘Zee’) and Sony
Pictures Networks India (‘Sony’), announced in September 2021, has been along
and winding road that ultimately did not fructify. Initially, the proposal faced
opposition from Zee’s largest shareholder—Invesco Developing Markets Fund
(‘Invesco’), an Atlanta-based investment firm holding an 18% stake in Zee.'
Invesco expressed concerns regarding the promoters’ limited influence, as they
only had a 4% stake.” They further demanded a restructuring of Zee’s board and
the dismissal of Punit Goenka as CEO. This call came after the market
watchdog—the Securities and Exchange Board of India (‘SEBI’), barred the
founders, Subhash Chandra and Punit Goenka, from holding directorial
positions in any listed company, citing governance lapses and financial
irregularities as reasons.” Such allegations are serious, as they imply potential
mismanagement or lack of oversight that can harm shareholder value and
company reputation. However, later, Invesco retracted its objections following
the order being quashed by the Securities Appellate Tribunal (‘SAT’), even
though the investigations against Goenka by SEBI were still pending. The merger

also faced opposition from several creditors of the Zee group, including Axis

! Anto Antony , ‘A game of bluff scuttled Sony-Zee’s plans to create $10 billion media giant’ (The
Economic Times, 25 January 2024) <https://economictimes.indiatimes.com/industry/media/
entertainment/media/a-game-of-bluff-sscuttled-sony-zees-plans-to-create- 10-billion-media-gi
ant/articleshow/107128747.cms?from=mdr> accessed 5 October 2024.

? Emkay Global, “Zee Entertainment: Potential breakdown on the cards’ (Company Update, 8
January 2024) <https://research.emkayglobal.com/ResearchDownload.aspx> accessed 5
October 2024.

? Nishith Desai Associates, ‘Lights, Camera, No Action: Collapse of the Zee-Sony Merger’ (M&A
Lab, September 2024) <https://nishithdesai.com/fileadmin/user_upload/pdfs/research_Papers/
M&A-Lab-Lights-Camera-No-Action-Collapse-of-the-Zee-Sony-Merger.pdf>  accessed 5
October 2024.


https://economictimes.indiatimes.com/industry/media/entertainment/media/a-game-of-bluff-sscuttled-sony-zees-plans-to-create-10-billion-media-giant/articleshow/107128747.cms?from=mdr
https://economictimes.indiatimes.com/industry/media/entertainment/media/a-game-of-bluff-sscuttled-sony-zees-plans-to-create-10-billion-media-giant/articleshow/107128747.cms?from=mdr
https://economictimes.indiatimes.com/industry/media/entertainment/media/a-game-of-bluff-sscuttled-sony-zees-plans-to-create-10-billion-media-giant/articleshow/107128747.cms?from=mdr
https://research.emkayglobal.com/ResearchDownload.aspx
https://nishithdesai.com/fileadmin/user_upload/pdfs/research_Papers/M&A-Lab-Lights-Camera-No-Action-Collapse-of-the-Zee-Sony-Merger.pdf
https://nishithdesai.com/fileadmin/user_upload/pdfs/research_Papers/M&A-Lab-Lights-Camera-No-Action-Collapse-of-the-Zee-Sony-Merger.pdf
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Finance Limited, IDBI Trusteeship Services Limited, IMAX Corporation, IDBI
Bank Limited, and JC Flowers Asset Reconstruction Private Limited,* who were
concerned about its potential impact on Zee's debt repayment capacity on
account of two primary reasons. First, they argued that a non-compete fee of
over INR 1,100 crores paid by a Sony group entity to Essel Mauritius was a
disguised mechanism to defraud lenders and public shareholders as the same
would essentially deprive them of recourse to realising the amounts owed to
them. Second, concerns were also raised over Mr Goenka’s appointment as CEO
of the merged entity, which was asserted to be in violation of SEBI’s restrictions
against him.> Despite the opposition, the National Company Law Tribunal
(NCLT’) ruled in favour of the merger by observing that these creditors were
owed by other Zee Group entities and not Zee itself, hence lacking any privity of
contract with the merging entity. The NCLT also strongly emphasised the
merger’s value creation for Zee and the broader media industry. Consequently,

it was a win-win situation for both the parties and the stakeholders.

Under the terms of the merger, Sony would hold a majority stake of 53%
of the combined entity, while Zee would own the remaining 47%.° As per the
Zee and Sony press releases, the new entity would hold a combined revenue of
approximately $1.575 billion and a viewership of over 600 million people.” As
per the scheme of the arrangement, the merger under sections 230-232 of the
Companies Act, 2013* was proposed between Zee (transferor company 1),
Bangla Entertainment Private Limited (transferor company 2, an indirect wholly
owned subsidiary of Sony Group Corporation), and Culver Max Entertainment
Private Limited (transferee company). Despite securing approvals from the

SEBI, stock exchanges, and the NCLT in Mumbai to convene a general meeting

* BS Web Team, ‘NCLAT refuses to stay Zee-Sony merger, case now to be heard in January’
(Business Standard, 15 December 2023) <https://www.business-
standard.com/companies/news/nclat-refuses-to-stay-zee-sony-merger-case-now-to-be-heard-
in-january-123121500408_1.html> accessed 5 October 2024.

> Umakanth Varottil , NCLT Order in Zee-Sony Merger Reiterates High Onus on Objectors’
(IndiaCorpLaw, 13 August 2023) <https://indiacorplaw.in/2023/08/nclt-order-in-zee-sony-mer
ger-reiterates-high-onus-on-objectors.html> accessed 5 October 2024.

¢ Livemint, Zee Entertainment shares zoom 25% after merger announcement with Sony
Pictures’ (Mint, 22 September 2021) <‘https://www.livemint.com/market/stock-market-news/
zee-entertainment-shares-zoom-25-after-merger-announcement-with-sony-india-1163228961
5420.html> accessed 5 October 2024.

7 Zee, ‘Board of ZEEL gives in-principle approval for the merger between ZEEL & Sony Pictures
Networks India’ (Press Release-22092021) <https://assets.zee.com/wp-content/uploads/2021/
09/23113731/Press-Release-22092021.pdf> accessed 5 October 2024.

8 Companies Act 2013, s 230-232.


https://www.business-standard.com/companies/news/nclat-refuses-to-stay-zee-sony-merger-case-now-to-be-heard-in-january-123121500408_1.html
https://www.business-standard.com/companies/news/nclat-refuses-to-stay-zee-sony-merger-case-now-to-be-heard-in-january-123121500408_1.html
https://www.business-standard.com/companies/news/nclat-refuses-to-stay-zee-sony-merger-case-now-to-be-heard-in-january-123121500408_1.html
https://indiacorplaw.in/2023/08/nclt-order-in-zee-sony-merger-reiterates-high-onus-on-objectors.html
https://indiacorplaw.in/2023/08/nclt-order-in-zee-sony-merger-reiterates-high-onus-on-objectors.html
https://www.livemint.com/market/stock-market-news/zee-entertainment-shares-zoom-25-after-merger-announcement-with-sony-india-11632289615420.html
https://www.livemint.com/market/stock-market-news/zee-entertainment-shares-zoom-25-after-merger-announcement-with-sony-india-11632289615420.html
https://www.livemint.com/market/stock-market-news/zee-entertainment-shares-zoom-25-after-merger-announcement-with-sony-india-11632289615420.html
https://assets.zee.com/wp-content/uploads/2021/09/23113731/Press-Release-22092021.pdf
https://assets.zee.com/wp-content/uploads/2021/09/23113731/Press-Release-22092021.pdf
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for merger approval, the proposed merger was terminated by Sony on January
22, 2024.° 'This termination was grounded in allegations against Zee for failing
to meet the stipulated closing conditions of the merger despite a one-month
extension of the closing period. Sony initiated arbitration proceedings before the
Singapore International Arbitration Centre (‘SIAC’), seeking a termination fee
of USD 90 million (approximately Rs 748.5 crore).® Zee refuted all accusations
of breaching the merger conditions and lodged a petition before the NCLT,
seeking enforcement of the merger scheme. The SIAC dismissed Sony’s interim
plea to restrain Zee from approaching the NCLT, citing its lack of jurisdiction to
issue such an order. The Mumbai bench of NCLT served notice to Sony
regarding a petition filed in this regard. Ultimately, on April 16, 2024, Zee
withdrew its merger implementation application, filed before the NCLT,

Mumbai, against Sony, which could have raised a $10 billion media entity.

II. MERGER HEADACHES UNFOLD: INDUSIND BANK’S CLAIM,
REGULATORY HURDLES, AND MANAGEMENT TUSSLE

IndusInd Bank made a significant move by claiming a default of approximately
Rs 83.08 crore against Zee, bringing its financial hurdles into the limelight."
While this financial saga saw resolution in March 2023," dust quickly arose in
another conflict. In April 2023, JC Flowers and Axis Finance emerged as
dissenting voices, raising objections against Subhash Chandra and Punit Goenka
assuming managerial roles in the merged entity. Once again, these objections
stemmed from SEBI’s ban on them holding directorship or key managerial
positions in Zee or any listed entity. SEBI’s findings implicated them in fund

diversion for personal gains. Despite their efforts to seek reprieve from the SAT,

® Sony Group Corporation, Tssuance of Termination Notice for the Merger of Sony Pictures
Networks India Private Ltd. and Zee Entertainment Enterprises Ltd’ (22 January 2024)
<https://www.sony.com/en/SonyInfo/IR/news/20240122_E.pdf> accessed 5 October 2024.

19 Sonu Vivek, Zee seeks $90 million termination fee from Sony for failed merger’ (India Today,
24 May 2024) <https://www.indiatoday.in/business/story/zee-seeks-usd-90-million-terminat
ion-fee-from-sony-for-failed-merger-2543331-2024-05-24> accessed 5 October 2024.

' Jomy Jos Pullokaran, ‘NCLT Admits IndusInd Bank's Insolvency Plea Against Zee
Entertainment’ (CNBCTV18, 7 October 2023) <https://www.cnbctv18.com/business/companies
/nclt-admits-indusind-banks-insolvency-plea-against-zee-entertainment-16009001.htm>
accessed 5 October 2024.

12 Livemint, ‘Zee Entertainment, IndusInd Bank reach settlement over dues; Zee shares jump’
(Mint, 29 March, 2023) <https://www.livemint.com/news/india/zee-entertainment-indusind-
bank-tell-tribunal-dispute-over-dues-settled-11680074709182.html> accessed 5 October 2024.


https://www.sony.com/en/SonyInfo/IR/news/20240122_E.pdf
https://www.indiatoday.in/business/story/zee-seeks-usd-90-million-termination-fee-from-sony-for-failed-merger-2543331-2024-05-24
https://www.indiatoday.in/business/story/zee-seeks-usd-90-million-termination-fee-from-sony-for-failed-merger-2543331-2024-05-24
https://www.cnbctv18.com/business/companies/nclt-admits-indusind-banks-insolvency-plea-against-zee-entertainment-16009001.htm
https://www.cnbctv18.com/business/companies/nclt-admits-indusind-banks-insolvency-plea-against-zee-entertainment-16009001.htm
https://www.livemint.com/news/india/zee-entertainment-indusind-bank-tell-tribunal-dispute-over-dues-settled-11680074709182.html
https://www.livemint.com/news/india/zee-entertainment-indusind-bank-tell-tribunal-dispute-over-dues-settled-11680074709182.html
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the nullification of this order added another layer of complexity. Meanwhile,

SEBI’s investigations into Goenka’s actions continued to unfold.

Nevertheless, amidst these challenges, the NCLT approved the merger on
August 10, 2023." Notably, despite a significant reduction in the promoter
family’s stake, Sony’s decision to retain Punit Goenka as CEO garnered attention.
This strategic move aimed at ensuring leadership continuity during the post-
merger transition. However, concerns lingered regarding Goenka’s dual roles, as
part of the promoter family and as CEO, potentially fostering conflicts of

interest, especially with a diminished family stake.

Amidst the chaos, Sony raised valid concerns regarding the potential
impact of Goenka’s continued directorship or key managerial role on the merged
entity. Conversely, Goenka staunchly insisted on retaining his position as Chief
Executive Officer. The crux of the issue lay in Goenkas unwavering
determination to maintain his role. At loggerheads with Goenka’s position, Sony
asserted its authority by seeking to appoint a candidate it personally preferred

for the managerial position.

The unfolding of events of the proposed merger highlighted a clash of
financial interests, regulatory scrutiny, and corporate governance challenges.
The outcome was shaped by power struggles and strategic decisions, with each
party concentrating on defending their stakes. The tension between regulatory
requirements and corporate goals emphasised the fine line between compliance
and competitiveness. Negotiations that took place behind closed doors
attempted to settle these conflicts and facilitate a smooth integration. In the face
of substantial changes, the core objective remained the same- creating synergies

and value for stakeholders.
IIT. ANALYSING POTENTIAL AND LOST SYNERGIES

The potential benefits of the merger between Zee and Sony would have been
nothing short of monumental. This strategic union promised a plethora of
advantages for both entities, heralding a new era of competitiveness and growth
in the Indian media landscape. For Sony, the merger presented a long-awaited
opportunity to expand its footprint in the lucrative Indian market. Meanwhile,
for Zee, it offered the means to fortify its position and effectively challenge its

competitors, who had been gaining ground in recent years. The potentially

13 Axis Finance Limited v Zee Entertainment Enterprises Limited and Others (2023) ibclaw.in 470
NCLT.
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merged Sony-Zee entity would have been a formidable competitor to the
Reliance-Disney association, performing better than the latter on most
parameters. However, as standalone entities, Zee and Sony are now likely to be
vulnerable to competition from the significantly larger entity, Reliance-Disney
merger, approved by the NCLT and accessible to 750 million users in India and
the global Indian diaspora.'

Moreover, the merger of Reliance Industries Ltd.’s subsidiary Viacom18
and Walt Disney’s units Star India, and Digital18 strategically consolidates their
television and digital streaming operations and is set to create a media

powerhouse in India.

Individually, Zee’s advertising revenue growth has been sluggish despite
FMCG companies ramping up their spending. This can be attributed to several
reasons, including but not limited to the shrinking share of television
advertising vis-a-vis digital and the sports advertising gaining at the cost of
General Entertainment Content (‘GECs’). The standalone entities also risk the
foregoing synergies, as was shown in the estimated 4% revenue synergies (of the
total revenue) accruing from better bargaining power with content producers,

distributors, and advertisers, along with some cost rationalisation.

The envisioned amalgamation aimed to leverage the strengths of both
entities across various domains, including linear networks, digital assets,
production operations, and program libraries. This convergence would have
birthed a mega entertainment conglomerate boasting an impressive array of
assets. With over 70 TV channels, two video streaming services—Zee5 and Sony
LIV—and two film studios—Zee Studios and Sony Pictures Films India—the
combined entity was poised to become a dominant force in the Indian
entertainment, sports, and media industry. Notably, the projected revenue of
1.8 billion US dollars underscored the substantial scale and potential of the

merged entity.

Zee Entertainment’s shares dropped by 25%" after Sony terminated the

merger, highlighting the immediate financial impact and negative investor

' Girish Bhise, “The Big Picture Behind The Reliance And Disney Merger, (Financial Express,
15March2024), <https://www.financialexpress.com/market/cafeinvest-the-big-picture-behind-
the-reliance-and-disney-merger-3426369/> accessed 5 October 2024.

15 Press Trust Of India, Zee Entertainment’s Stock Tumbles 25%; Bourses Revise Lower Price
Band’ (Outlook Business, 23 January 2024) < https://www.outlookbusiness.com/news/Zee-
entertainments-stock-tumbles-25-bourses-revise-lower-price-band> accessed 5 October 2024.


https://www.financialexpress.com/market/cafeinvest-the-big-picture-behind-the-reliance-and-disney-merger-3426369/
https://www.financialexpress.com/market/cafeinvest-the-big-picture-behind-the-reliance-and-disney-merger-3426369/
https://www.outlookbusiness.com/news/Zee-entertainments-stock-tumbles-25-bourses-revise-lower-price-band
https://www.outlookbusiness.com/news/Zee-entertainments-stock-tumbles-25-bourses-revise-lower-price-band
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sentiment. This sharp decline reflected the market’s reaction to the lost cost of
the collapse of what was seen as a crucial strategic collaboration between Zee

and Sony.
IV. CCI CONCERNS AND ITS FINAL RULING

As with any major corporate manoeuvre of this magnitude, concerns inevitably
arose regarding its potential impact on competition in India. The Competition
Commission of India (‘CCT’) voiced its apprehensions against the merger, citing
the significant market share and extensive reach that the merged entity would
command. With more than 70 TV channels'® and a formidable content library,
the merged entity was perceived to hold considerable sway in the market,
potentially rendering it indispensable to downstream players such as

distribution platform operators (‘DPO’).

To address these concerns, the involved parties embarked on a concerted
effort to assuage regulatory apprehensions. Leveraging the heavily regulated
nature of the industry, as well as the countervailing buyer power wielded by
DPOs and advertisers, they presented a compelling case to the CCI. Crucially,
they highlighted the trend of declining market shares of the merging entities
across various segments, emphasising that the merger would not result in any

appreciable adverse effects on competition.

In support of their argument, comprehensive data was marshalled to
elucidate the competitive landscape within the Indian media industry. Key
statistics underscored the presence of formidable competitors in the over-the-
top (‘OTT’) market, with Disney+ Hotstar leading the pack with a commanding
41% share, followed by other players such as Eros Now, Amazon Prime Video,
and Netflix. Similarly, in the TV broadcaster market, the highest share was held
by Star + Disney, closely trailed by Zee, Sun, Viacom, and Sony. Additionally,
telecom market data revealed a diverse array of players, with no single entity
holding a dominant position. Further analysis of viewership trends, as gleaned
from Telecom Regulatory Authority of India (“TRAT’) and Broadcast Audience
Research Council (‘BARC’) data, indicated a sharp decline in viewership shares,
particularly evident in the declining combined shares of Zee and Sony. Such

findings lent credence to the argument that the merger would not result in the

16 PTT, ‘India has great growth potential, will find another opportunity post Zee merger collapse:
Sony’ (Indian Express, 16 February 2024 ) <https://indianexpress.com/article/business/sony-
Zee-merger-collapse-india-growth-potential-9165018/> accessed 5 October 2024.


https://indianexpress.com/article/business/sony-zee-merger-collapse-india-growth-potential-9165018/
https://indianexpress.com/article/business/sony-zee-merger-collapse-india-growth-potential-9165018/
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creation of a monopolistic entity capable of exerting undue influence over the

market.

In a proactive gesture aimed at addressing concerns about potential anti-
competitive practices, Sony and Zee voluntarily agreed to divest three Hindi
channels—Big Magic, Zee Action, and Zee Classic.”” By undertaking this
voluntary divestiture, they sought to allay the CCI’s concerns regarding the
merger’s impact on competition, further demonstrating their commitment to

fostering a competitive and dynamic media landscape.

In essence, the proposed merger between Zee Entertainment and Sony
represented a transformative endeavour with far-reaching implications for the
Indian media industry. While initial concerns about its potential impact on
competition were duly noted, the proactive measures taken by the merging
entities underscored their commitment to regulatory compliance and market
dynamism. As the merger journey progressed, it became increasingly clear that
this strategic alliance held the promise of unlocking synergies, driving
innovation, and propelling both entities to new heights of success in the ever-
evolving media landscape of India. Zee’s technological expertise in areas like
digital platforms and OTT services especially in the local markets, combined
with Sony’s global reach could help the newly created entity explore cross-
promotional opportunities that could enhance brand visibility both locally and
internationally. This competitive advantage could have enhanced user
experience and engagement through various benefits, such as offering diverse
content options and producing high-quality and visually appealing content
tailored for Indian consumers, all at better prices. Unfortunately, this potential

was not realised.
V. TRACING THE REASONS BEHIND THE MERGER’S DISSOLUTION

One of the key reasons cited for the breakdown of the Zee-Sony merger was the
oversight and disregard for cultural and strategic alignment, particularly in the
context of cricket, which holds intense passion and enthusiasm in India. While
mergers and acquisitions (‘M&A) often prioritise financial synergies and market
opportunities, the failure to address the nuances of cricket hype and its impact

on the Indian media landscape likely contributed to the unravelling of the

17" Akankhya Mahapatra, “Zee-Sony Merger: Both Agree To Sell 3 Hindi Channels To Address
CCI Concerns’ (The News Insight, 26 October, 2022) <https://enewsinsight.com/zee-sony-
merger-both-agree-to-sell-3-hindi-channels-to-address-cci-concerns/> accessed 5 October
2024.


https://enewsinsight.com/zee-sony-merger-both-agree-to-sell-3-hindi-channels-to-address-cci-concerns/
https://enewsinsight.com/zee-sony-merger-both-agree-to-sell-3-hindi-channels-to-address-cci-concerns/
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proposed merger. Cricket in India is not just a sport; it is a cultural phenomenon
that transcends boundaries, uniting millions of fans across the nation. With the
Indian Premier League (‘IPL) being one of the most lucrative and widely
followed cricket tournaments globally, any merger involving major media
players like Zee and Sony inevitably intersects with the cricket hype in India.
Cultural fit, in this context, revolves around the compatibility of the merging

entities’ approaches to cricket coverage, fan engagement, and content creation.

Sony, known for its Polish and international standard of broadcasting
major cricket events, has developed a corporate culture attuned to the dynamics
of what is latest and trending. It emphasises innovation and immersive viewing
experiences using advanced technology, such as HD and VR, along with star-
studded commentary panels®. Its coverage extends to comprehensive pre-match
and post-match analysis featuring high-profile analysts and former cricketers,
an approach to secure high-value advertising deals and sponsorships from
multinational brands. Additionally, Sony leverages digital platforms and social
media to create a buzz around major cricket events through fan engagement
methods such as live polls, fantasy leagues, and behind-the-scenes content,

appealing to a global audience.

Conversely, Zees cultural ethos, rooted in Indian media and
entertainment, prioritises local storytelling, regional cricket leagues®, and
grassroots engagement with fans. This includes initiatives that bring cricket to
smaller towns and rural areas, organising regional leagues and promoting local
talent. Zee’s traditional operational model includes more vernacular
commentary and increased airtime for regional leagues, prioritising long-term
relationships and cultural resonance over rapid innovation. Even their revenue
model relies on local advertisements, regional sponsorships and subscription-

based models that align with long-term brand loyalty and community support.

A reasonable nexus of these contrasting cultural dynamics can be assumed

to have manifested into clashes or misalignments within the cricket ecosystem.

18 Adgully, ‘Star-Studded Panel for UEFA Euro 2024 on Sony Sports Network} (Adgully, 20
January 2025), <https://www.adgully.com/star-studded-panel-for-uefa-euro-2024-on-sony-
sports-network-146893.html> accessed 20 January 2025.

9 Marketing91, ‘Marketing Mix of IPL (Marketing9l, 20 January 2025), <
https://www.marketing91.com/marketing-mix-ipl/> accessed 20 January 2025.

20 Zee Entertainment Enterprises Ltd, ‘ESG Report 2024, (Zee Entertainment, 20 January 2025),
<https://www.zee.com/investor-relations/annual-report-2024/pdf/esg-report.pdf> accessed 20
January 2025.


https://www.adgully.com/star-studded-panel-for-uefa-euro-2024-on-sony-sports-network-146893.html
https://www.adgully.com/star-studded-panel-for-uefa-euro-2024-on-sony-sports-network-146893.html
https://www.marketing91.com/marketing-mix-ipl/
https://www.zee.com/investor-relations/annual-report-2024/pdf/esg-report.pdf
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For instance, tension in the coverage of cricket events, such as the failure to
secure ICC rights in the aftermath of the Zee-Disney dispute could have resulted
from delays and disagreements between parties. Moreover, divergent approaches
to cricket-related content and programming, such as Sony’s pre-match and post-
match analysis for a global audience versus Zee’s vernacular commentary for
local communities, might alienate or confuse viewers accustomed to a particular
broadcast style and narrative. This could potentially dilute the merged entity’s

overall brand identity and fan engagement strategies.

Along similar lines, Strategic fit pertains to the coherence and
compatibility of the merging entities in cricket-related business strategies,
sponsorship agreements, and digital initiatives. With cricket being a cornerstone
of sports broadcasting revenues in India, the strategic alignment between Zee
and Sony in leveraging cricket hype to drive subscriber growth, advertising
revenues, and brand partnerships would have been crucial for the success of the

merger.

For example, Sony’s strategic focus on leveraging digital platforms and
interactive technologies to enhance the cricket viewing experience would have
seamlessly complemented Zee’s ambitions to expand its digital footprint and
capture the burgeoning online cricket audience. However, without a shared
vision and coordinated approach to cricket-centric initiatives, including OTT
offerings, mobile apps, and social media engagement strategies, the proposed

merger struggled to capitalise on the full potential of the cricket craze in India.

Other contributing facts behind the breakdown of the merger between
Sony and Zee include disputes over management positions, breaches of
agreements, and financial irregularities®’ that ultimately led to its consequent

termination.

Firstly, the inability to reach a consensus on disputes over management
positions within the joint entity, particularly the roles of managing director and
CEO reflected deeper issues regarding the leadership structure and strategic

direction of the proposed merged entity. While not uncommon, these

?I'The Hindu, “Zee-Sony Amicably Settle Disputes Over Their Failed Merger, Withdraw Claims,
(The Hindu, 20 January 2025), <https://www.thehindu.com/business/Industry/zee-sony-
amicably-settle-disputes-over-their-failed-merger-withdraw-claims/article68572269.ece>
accessed 20 January 2025.
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disagreements reflected the challenges of reconciling differing corporate

cultures and power dynamics.

Secondly, Sony’s accusations of breaches of the merger cooperation
agreement, such as a decline in operating profit, undisclosed ongoing
investigations, unauthorised deals with competitors such as Disney Star*?, and
expansion into new markets in South Africa® without prior consent intensified
tensions and raised concerns about Zee’s adherence to the terms of the merger
agreement and cast doubt on its commitment to the proposed partnership. In
response, Zee defended its actions by arguing exceptions in sports-related
matters and questioning the timing and motives behind Sony’s objections. This
defence exposed the complexities of the merger process, and the critical need for
trust, communication, and alignment of interests critical for the success of any

merger.

Thirdly, financial discrepancies severely strained relations between the two
parties, as concerns arose over Zee’s excessive bank guarantees and debts, which
reportedly exceeded the agreed limits in the merger agreement. These issues cast
doubt on Zee’s financial stability and viability to fulfil its obligations as a merged
entity. Compounding these financial concerns were Zee’s accusations that Sony
failed to meet closing conditions, including those pertaining to licenses,
executive appointments, and board constitution. Further escalating tensions
were regulatory issues, including SEBIs verdict against Zee's CEO?*, that
complicated negotiations and intensified the conflicts between the two

companies.

In light of the above, it can be said that the breakdown of the merger
between Sony and Zee was the result of a complex interplay of factors, including
disputes over management positions, breaches of agreements, and financial

irregularities. The failure of the merger underscores the challenges and risks

22 Hindustan Times, ‘Disney Star May Lose $2 Billion After Reliance Deal Amid Zee-Sony
Breakup: Report, (Hindustan Times, 20 January 2025), <https://www.hindustantimes.com/
business/disney-star-may-lose-2-billion-after-reliance-deal-amid-zee-sony-breakup-report-
101706088696535.html> accessed 20 January 2025.

» India Today, ‘Sony-Zee Merger Deal Called Off: Reason, (India Today, 31 January 2024),
<https://www.indiatoday.in/business/story/sony-zee-merger-deal-called-off-reason-2495894->
2024-01-31 accessed 20 January 2025.

2 Securities and Exchange Board of India, ‘Interim Order in the Matter of Zee Entertainment
Enterprises Ltd, (SEBI, June 2023), <https://www.sebi.gov.in/enforcement/orders/jun-
2023/interim-order-in-the-matter-of-zee-entertainment-enterprises-ltd-_72464.html>
accessed 20 January 2025.
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associated with M&A transactions and serves as a cautionary tale for companies
embarking on similar ventures in the future. Effective communication, thorough
due diligence, and a shared commitment to transparency and regulatory
compliance are essential for navigating the complexities of mergers and ensuring

their success.
VI. CONCLUSION

The collapse of the Zee-Sony merger represents a missed opportunity for both
parties and their shareholders. What could have potentially been a win-win
scenario, unlocking value not only for Zee but also for the broader media sector,
panned out to be a lose-lose situation. This is particularly notable considering
the looming competition from the Reliance-Disney merger, which is poised to

create a formidable entity in the Indian media and entertainment landscape.

Despite the failure of the Zee-Sony merger, its initial proposal signified a
positive development for the Indian media and entertainment industry. It
showcased the industry’s growing maturity and the intensifying competition for
audience attention. Additionally, it underscored the rising significance of India
as a global media market. The combined entity would have been well-positioned
to emerge as a leading player, armed with the resources and expertise to produce
compelling content tailored to the Indian audience’s preferences. Furthermore,
it would have had the potential to expand its footprint into new markets, both

domestically and internationally.

Amid ongoing legal actions and disputes between the parties, Zee remains
resilient, actively seeking to revive the merger deal with Sony Group. While Sony
evaluates this proposal, both companies are exploring alternative paths forward
in Indias promising market. Zee's CEO has shifted focus towards driving
revenue growth and expanding the digital business in the aftermath of the failed
merger. Simultaneously, Sony is considering alternative opportunities to

leverage its strengths in the dynamic Indian media landscape.

In conclusion, the failed Zee-Sony merger illustrates a pivotal case study,
highlighting the hurdles faced in the evolution of Indian competition law and
market structures. The collapse of this merger offers invaluable lessons for
upcoming transactions in the industry, where companies must prioritise
strategic alignment, regulatory compliance, and cultural integration to
successfully leverage mergers for growth, competitive advantage and consumer
benefits.



