Coketrade-mark alwaysthereal thing
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On Tuesday, October 21, all offices of Coca-Colan@any closed down for the day to
mourn the death of Roberto Goizueta, Coke’s chairarad CEO, from lung cancer three
days earlier.

Goizueta was a legendary figure. If you investe®®Q in Coke when Goizueta took
over, it would be worth $62,000 today. During léadre as CEO, the market value of
Coke’s stock grew from $4 billion in 1981 to $148ibn, making Goizueta’s own shares
worth over a billion dollars when he died. Not ada Cuban immigrant who came to
the US with only $40 and 100 Coke shares in 1961.

Goizueta’s career demonstrated the staggering wdlaesuccessful trade-mark. After all,
Coca-Cola Company markets fizzy water with browrupyadded. It's not that people
are particularly crazy about the taste. Marketaegehas shown that consumers prefer
sweeter colas (remember the “Pepsi challenge”a@pbla became so concerned that
its own data showing that consumers didn’'t mucé the taste that it introduced
reformulated “New Coke” in 1985. As we all know,W€oke bombed, and was
eventually withdrawn.

The New Coke disaster demonstrated to Goizuetadle of the Coke brand - the trade-
mark itself. Warren Buffett, who became a majoessitor in Coca-Cola three years later
in 1988, wrote that the New Coke episode showedeChad something other than taste -
the accumulated memory of all those ballgames &pdrences as children which Coke
was a part of.” Buffett viewed the trade-mark aoeomic terms as as a “toll-bridge”;
any competitor wanting to compete with Coke for keaprimacy would have to pay a
“toll”, namely the cost of creating an equally atter known brand.

How much would that cost? Roger Lowenstein in Bitff The Making of an American
Capitalist quotes Warren Buffett: “If you gave nEO® billion and said take away the
soft drink leadership of Coca-Cola in the worldi gjive it back to you and say it can’t be
done.”



Coke is probably the best known brand in the woflltiere is a story that in the nineteen
fifties, a market researcher set out to find a hulm@ing who had never heard of Coke.
He travelled deep into the Peruvian backcountrgpantered an Indian woman in the
jungle and, through an interpreter, explained tieéd like to introduce her to an
American beverage, Coca-Cola. The woman reachediisack and pulled out a bottle
of Coke.

Guizueta translated this world-wide brand recogniinto dollars. When he became
CEO in 1981, Coke was languishing. It had diverdiinto some not particularly
profitable businesses. Its margins were downhalgh the company consistently earned
a profit ($500 million in 1981), the appreciationiis stock value was only about 5.6% a
year between 1974 and 1980. The average annuah @t Coke’s stock during the 70s
was a measily 1%.

Guizueta got rid of non-core businesess and coratedton improving sales of Coke
itself and the other nonalchoholic beverages iretheire, which include Sprite, Fanta,
Tab, Fresca, Hi-C, Nestea and Minute Maid Orange juHe stressed increasing sales
outside the US, where per capita consumption oeGe&s and still is much lower than in
the US itself, and therefore left more room forwgtto. In 1984 Coca-Cola earned about
half its profits outside the US. By 1992, non-les contributed 81% of profits.

Guizuetta made sure that all those Peruvian ind@man, plus all the other thirsty non-
American consumers on the planet, had ready ato&€3ske, so they would buy more.
As a result, revenues almost quadrupled in the kienean the company, reaching $18.5
billion in 1996. As | said before, Coke earned $&tibion in net profits in 1981. By
1996 this figure had increased to $3.5 billion08% increase.

The potential in developing countries for a welblam brand name like Coke is vast.
Coke’s then president Donald Keough once said, ‘‘Whhink of Indonesia - a country
on the equator with 180 million people, a mediaa afyeighteen, and a moslem ban on
alcohol - | feel | know what heaven looks like”.

Coke’s stock in recent years has of course beeéfftbm the long bull market. It now
trades at about $60.00, somewhat down from a Higihaut $72 in June. Not being a
stock market sage, | have no insights into whatuhge holds.

In part, | offer this story because | am often sisgrl how little attention is paid to trade-
marks in business transactions. It is often asdunaele-marks are some minor detail,
not worth the attention of serious corporate lawyard financial types.

Roberto Goizueta showed that a trade-mark can sm@&be an almost unimaginably
valuable business asset.



