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Executive summary / Resume 
Denne afhandling undersøger asiatiske konglomerater, deres udvikling og hvad der venter i 

fremtiden, med fokus på at undersøge forskellen i successen for konglomeratstrukturen i 

henholdsvis de asiatiske og vestlige økonomier. Vestlige konglomerater har nydt stor succes og 

vækst fra efterkrigstiden frem til 1990. Efterfølgende oplevede de vestlige konglomerater problemer 

med udeblivende vækst og stort bureaukrati, hvilket ledte til en modstand mod 

konglomeratstrukturen. Dette førte til en bølge af frasalg/opbrydninger af vestlige konglomerater. 

Magtfulde familier står bag de asiatiske konglomeraters start og leder frem til det moderne asiatiske 

konglomerat hvilket primære områder er infrastruktur og tunge industrier, hvor rettigheder til 

naturressourcer bliver forfordelt til konglomeraterne af de lokale regeringer. I de undersøgte lande 

står konglomerater typisk for 50-90% af de største virksomheder. De trives grundet ineffektive 

markeder med lav konkurrence og dårlig adgang til kapital, hvilket konglomeraterne kan levere 

internt. De nyder ekstremt stor opbakning fra deres lokale regeringer i alle henseender.  

Indien og Sydkorea repræsenterer henholdsvis en moden økonomi og en hurtigt voksende økonomi, 

hvor der er en meget stor andel af konglomerater.  

Performance studiet ledte ikke til en enstydig positiv konklusion for de asiatiske konglomerater. I 

Sydkorea underpræsterede konglomeraterne i vækst men overpræsterede pure play virksomhederne 

i profitabilitet. I Indien underpræsterede konglomeraterne i langt de fleste mål, undtagen på 

gældsnøgletallene, hvor der var bevis på at de indiske konglomerater benytter sig af et internt 

kapitalmarked. S&P500 præsterede bedre end konglomeraterne på alle nøgletal, undtagen gæld.  

 

Fremtiden for de asiatiske konglomerater afhænger af den fortsatte statsstøtte og om de kan levere 

vækst uden for de områder hvor staten kan forfordele dem. Det forudsiges ikke at de vil nyde godt 

af adgang til vestlige markeder, tværtimod vil de have svært ved konkurrencen mod vestlige 

virksomheder. Det konkluderes at eftersom økonomierne modnes og der introduceres mere 

effektive og konkurrenceprægede markeder, vil konglomeraternes fordel aftage og ligeledes deres 

popularitet.  

De asiatiske konglomerater skal blive ved med at udvikle sig, forbedre deres lederskab og udnytte 

fordele ved deres størrelse og struktur der hvor det giver mening. Dette vil tvinge et øget fokus på 

enkelte forretningsenheder og derfor forudsiges der en bølge af frasalg/opbrydninger. 
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1. Introduction 
 

1.1 Context and motivation 

The context for the thesis comes from the rises and falls of western conglomerates in the past half 

century. The conglomerate structure now seems to be an outdated business model in the western 

world (Samaha, 2019), while conglomerates seems to really thrive in the rapidly growing 

economies of Asia. The motivation for this thesis, is to understand what strategic and economic 

factors that can help explain why the conglomerate business structure is seemingly working much 

better in some parts of the world than other.  

Following business news in Europe and North America over the last decades, there has been 

continuous news about corporate divesture and the often used phrase “to focus on core business” 

dating back over 25 years (Davis, Diekmann, & Tinsley, 1994). M&A activities across sectors have 

increased. Many of the well-established, well known industrial conglomerates of the western world 

have lost their glory and disappeared. Meanwhile, across Asia new conglomerates are being built in 

the rapid growing economies and their need for basic infrastructure and utilities. 

In financial theory, conglomerates have been considered something from the past for a long time. 

Business school professors and shareholders alike, warns against bureaucracy and conglomerate 

discount theory considerations. Across business schools it is a thesis subject stable, to do a “sum of 

the parts” valuation and look into the conglomerate discount phenomenon. Of course, this is with 

the assumption that a conglomerate discount exists, and the conglomerate structure is flawed. 

Between the conglomerate breakups in the western world and the theoretical issues with 

conglomerates, it no longer seems that the conglomerate structure is the dominant one, as it once 

was. While the literature of management and organization of these conglomerates is abundant, there 

is comparatively fewer studies relating to the development and actual performance – and even 

fewer on the performance of conglomerates in emerging markets. On the assumption that the 

conglomerates are an outdated business model in the western world, the rising conglomerates in 

Asia and their apparent success seems to be worth investigating. 

This thesis sets out to investigate that possible discrepancy in conglomerate success between the 

western world and Asia, as well as the performance of Asian conglomerates against non-

conglomerates companies in the region. 
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1.2 Problem statement 

Based on the above context and motivation, the overall purpose of this thesis is to evaluate the 

hypothesis that Asian conglomerates thrive as conglomerates and assess their performance against 

relevant groups of non-conglomerate companies. 

From the above, the following problem statement has been formulated: 

 

 

 

To serve as a more comprehensive table of contents and to ensure that the above problem statement 

is fully answered, a set of sub questions have been formulated. These sub questions have been 

grouped according to the overall chapters of this thesis. 

 

Conglomerate history and theory 

• What was the drivers behind the success of the western conglomerates? 

• What caused the western conglomerates to fail and the conglomerate structure to become 

undesirable? 

• What are the theoretical advantages and disadvantages of the conglomerate structure? 

Asian conglomerates 

• What is the history of the Asian conglomerates? 

• What does a “stereotypical” modern Asian conglomerate look like? 

• What are the reasons behind the Asian conglomerates apparent success? 

Asian conglomerates performance                            

• How do Asian conglomerates compare to a benchmark against S&P500? 

• How do Asian conglomerates compare to their domestic pure play counterparts? 

The future for Asian conglomerates   

• What will the future for the Asian conglomerates look like? 

• Will the Asian conglomerates be forced to transition away from the conglomerate structure? 

• Will the relationship between the Asian conglomerates and their respective governments 

change?                                                        

• Will Asian conglomerates make an entry into the western world? 

Why does Asian conglomerates seem to thrive, how do they perform against their peers and 

will they suffer the same fate as western conglomerates? 
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1.3 Methodology 

In assessing the Asian conglomerates, various history, theories and sources have been explored, as 

well as a quantitative study of the performance of selected Asian conglomerates. The thesis uses a 

post-positivistic mindset as its scientific model of inquiry. 

The literature review in section 4.1.2, contributes to the performance study and the overall thesis by 

summarizing existing findings within the subject of Asian conglomerates performance. The 

literature review also contributes to the development of the quantitative methods that are used in 

this thesis and makes sure that they are theoretically founded in the work of other professionals. It 

also highlights areas for improvement within the existing literature, making the way for this thesis 

to expand on the existing literature. 

This thesis is based on existing literature and the area of Asian conglomerates can be considered a 

niche subject. The post positivistic framework emphasizes that the existing literature can be biased 

and have weaknesses in its research methodology. This is especially important to note, as this thesis 

uses sources from many different countries, and they may have a home bias in their conclusions. 

Therefore information from several sources are used where possible, to minimize bias.  

 

The first 2 chapters (chapter 2 and 3) are heavily history and theory based, being supported by 

examples and market data. The theoretical sources are consisting of both period relevant theories as 

well as more recent sources looking back on the relevant periods. This ensures a critical view on 

what really happened in the historical periods. The sources being written alongside the 

developments of the conglomerates, tends to be very uncritical of how the conglomerates achieved 

their growth. The newer, non-period sources are however very informative in understanding on 

which basis the conglomerate made their growth happen. 

Even though the “western conglomerates” are defined below as European and U.S conglomerates, it 

has been found that literature and resources on the subject are much more abundant for U.S 

conglomerates, thus making this thesis incorporating more U.S based material and examples. 

 

In chapter 4, the performance study, there will be further delimitations and assumptions made that 

arises from the peer group, which are defined in the below section of delimitations and assumptions.  
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For a full methodological review as well as the technical methods used to collect the data used in 

chapter 4, refer to the beginning of chapter 4, specifically sections 4.1.1 through 4.1.6. 

The findings, and conclusions drawn upon these findings will be greatly impacted by the 

delimitations made. The performance study in chapter 4 are not to be considered the only true 

statement of the Asian conglomerate performance. It is to be seen as another data point on the 

performance of the Asian conglomerates and an addition to the strategic analysis.  

 

The data used in this thesis can be described as quantitative and primarily relates to financial 

information or historical accounts of conglomerates, especially used in chapter 2 and 3. Anecdotal 

statements from some of the management working inside the conglomerates is also used 

throughout. In addition to this, a large part of the sources for this thesis comes from newspapers and 

financial publications. These types of media are often the first to report on new findings and trends, 

before any extensive books or research papers on the subject are published. Sources from 

newspapers and magazines are generally viewed as of less quality than books and published 

scientific articles. Due to this, there have been an emphasis on using large and renowned 

publications as much as possible, such as the Harvard business review and the Economist. 

All resources for this thesis is public information in the sense that it has been obtained using 

publicly available sources, and there is as such very little qualitive material generated by the author. 

It should however be noted that some of the resources, especially for financial data are of 

professional character and therefore behind strict paywalls. This includes professional databases 

such as Orbis, as well as library resources and databases available for students at Copenhagen 

Business School.  

As this thesis includes information on many foreign conglomerates, the usual methods of obtaining 

data from the first party through investor pages or company websites have sometime been 

challenged. As such, there have been used a larger percentage of second party sources analyzing 

these conglomerates, available in an understandable format.  

 

Abbreviations will be used in full form with the abbreviation in (parenthesis) the first time it 

appears in the thesis. The following times, only the abbreviation will be used to save space and keep 

the reading flow pleasant. A glossary of basic financial terminology used in this thesis as well as a 

list of abbreviations is provided on page 81. 

References and sources in this thesis will be referenced using APA 6th edition. 



 8 of 81 

 

1.4 Delimitations and assumptions 

The below are general delimitations and assumptions. More specific delimitations will be given in 

chapter 4, regarding the performance study itself which requires a segment on its own. 

Throughout the thesis the term “Asian conglomerates” will be used frequently. In chapter 2 and 3 

the term is used in its broadest form, meaning Asian countries where the conglomerate business 

structure is evident. These are the countries mentioned below in both the peer group and other 

Asian countries where conglomerates are prevalent. A further description of the countries in the 

peer group can be seen below in section 1.4.1.  

The peer group is the group where it is assumed that the conglomerates are subject to similar 

external economic forces and would produce similar results if included in the performance study. 

The countries used in chapter 4, the performance study, are India and South Korea. These two 

countries are selected as they represent one of the most developed economies in the peer group 

(South Korea) and one of the fastest growing and largest emerging economies (India). A further 

explanation of the selection and methodology used in the performance study can be found in the 

beginning of chapter 4. 

It is assumed throughout the thesis these countries described in section 1.4.1, are subject to the same 

forces in their respective countries’ economies and development, meaning that they are comparable 

enough to be generally described using the term “Asian conglomerates”. Differences will of course 

be discussed as needed throughout the thesis. 

The term “western conglomerates” will be used to generally describe the (often former) 

conglomerates of the western world meaning western Europe and America. These also share 

enough similarities to be considered under one term and will especially be described in chapter 2. 

The term “western world” will also be used throughout the thesis, when describing the developed 

countries in Europe and North America and are often used as a term when comparing the old, 

developed part where conglomerates no longer are prevalent to the developing, growing Asian 

countries. With that being said, of course there are successful and highly profitable western 

conglomerates, however not in the same numbers and dominance as previous times. 

 

Other parts of the world also have their own version of conglomerates, specifically Russia which 

are popularly referred to as “Oligarchy’s” (Chernenko, 2018). In terms of the power structure, 
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corruption, government involvement and family ties these are often very similar to some Asian 

conglomerates. Russian conglomerates will not be discussed in this thesis, although they may share 

a lot of the same conditions and successes as the Asian conglomerates. 

 

There will be an assumption throughout the first parts of the thesis, that the conglomerates of Asia 

really do thrive. This is also common impression from literature on the subject used in this thesis. 

There will be an analysis of why the thrive in chapter 3, and then an in-depth analysis of how South 

Korean and Indian conglomerates are performing in chapter 4. 

When investigating these Asian conglomerates, the government involvement is hard to ignore. 

Especially in China, where the governments involvement in the economy is massive. Therefore, it 

was found necessary to have a small delimitation section on China in section 1.4.1, as excluding 

China from this thesis can be seen as the most important delimitation because of the size and 

prevalence of conglomerates there. 

The definition of a conglomerate used in this thesis, is a large multidivisional corporation, operating 

within several, unrelated business areas. This is also very similar to (Chandler, 1962) definition of 

multidivisional firms. The stereotypical conglomerate is a large and older company, possibly family 

owned, and operates within heavy industries, utilities, mining, real estate and infrastructure (Yoo, 

Smit, & Hirt, 2013). 

 

The definition of pure play companies for this thesis, are companies not structured under a 

conglomerate umbrella and not operating within multiple industries. The pure plays may still have a 

lot of subsidiaries, but only subsidiaries operating within the same industry as the overall holding 

company. 

This thesis is mainly covering the time period from 2006 to the present day. This period of almost 

15 years covers both periods of economic growth as well as the financial crisis.  

Obviously, the history section both on western conglomerates and on Asian conglomerates will go 

back further, to explain the origins and early developments of the conglomerate trend. The reason 

for the cutoff point in 2006, is that the conglomerates development as well as the development in 

the countries included in this thesis is so rapid that it does not make sense to go further back in 

history that this. However, looking at the sources in this thesis, as well as the literature review in 

section 4.1.1, most of the literature on the subject of Asian conglomerates have been published after 
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2010. This niche subject is quite new, and it is since 2010 that the Asian conglomerates really have 

started their growth period and literature begin appearing on the subject. 

The analysis period in the performance study is 2013 to 2018 due to data availability.  

When addressing (Chandler, 1962) and the multi divisional form, there will be some overlap 

between what is described as a “true” conglomerate operating under one holding company and 

other companies operating under separate entities but with centralized management. The differences 

between these are considered negligible, and the focus is on the aggressive growth strategy and 

management style of these companies in this period and the example they made, not the technical 

organizational structure. Within the conglomerates, there is also a lot of other financial theories at 

play such as agency problems, information asymmetry etc. These theories will be included when 

relevant examples of them become visible within the Asian conglomerates. However, there will not 

be a theoretical description of these theories. 

 

1.4.1 Geography 
Asia is a very broad definition, ranging from Japan in the east to the middle east in the west. The 

term “Asia” is in this thesis, delimited as such: does not include the likes of Russia, middle eastern 

countries or Arabic countries (Iran, Turkey etc.). These countries aren’t believed to follow the same 

development patterns, ethnography, culture or structure as the countries focused on in this thesis. 

This thesis focusses on the east and southeastern parts of Asia as well as India, of which the 

relevant countries can be seen in the table below: 

Country GDP (USD, trillion/billion) Population GDP per capita (USD) HDI1 

South Korea $1.699 (trillion) 51,709,098 $32.766 0.903 

Indonesia $1.100 (trillion) 261,115,456 $4.120 0.694 

Malaysia $373,447 (billion) 32,772,100 $11,338 0.802 

India $2.972 (trillion) 1,324,171,354 $2.199 0.640 

Thailand $516 (billion) 68,863,514 $7,607 0.755 

Sources: (International Monetary Fund, 2019)2, (United Nations development programme, 2019), 

(United nations, 2019). 

 

 
1 Human Development Index. Factors are: life expectancy, education, and per capita income. Higher means a higher 
level of these factors. (United Nations development programme, 2019) 
2 GDP, GDP per capita: Through database query at (International Monetary Fund, 2019) 
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Besides having a very high share of business activity that stems from conglomerates they are also 

chosen because they share a lot of other similarities in their economic development and growth 

stage. South Korea stands a bit out in terms of average GDP per capita, meaning that it is a more 

developed country than the rest of the list. 

These countries are chosen because they share many of the same developments within their 

economy, ethno-cultural terms, businesses and conglomerates. It is also the countries mentioned 

frequently in the studies from the literature review in section 4.1.1 and countries mentioned 

throughout the literature on southeast Asian conglomerates used in this thesis. 

A further explanation of the countries comparability in terms of conglomerates is available in 

chapter 4. 

Some countries was left out of this thesis due to not being comparable enough to the countries 

above. Below are countries that are not included in this thesis but are mentioned here because of the 

large presence of conglomerates there and because they have had points in their history, where their 

development was at a stage making them comparable to the Asian conglomerates described in this 

thesis. With that being said, many lessons for the Asian conglomerates are very prevalent and are 

very well exemplified in the history of conglomerate development in these countries, for example 

Japan. These examples will be used as found suitable throughout the thesis.  

 

Asian countries with prevalent conglomerates but not comparable due to (   ): 

• Japan (“Western” in its macroeconomic development) 

• Singapore (Very high macroeconomic development and international business climate) 

• China (Government involvement, see section below) 

 

Countries like Cambodia, Laos and the Philippines was left out due to their low economic 

development and size of their economy (International Monetary Fund, 2019). Vietnam was 

considered to be included, as they have a fast-growing economy and an increasing share of 

conglomerates (Hanoi Times, 2019). However, it was decided to leave Vietnam out of the scope of 

this thesis due to a lack of data available. 
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China 

It is impossible to do a thesis on Asian conglomerates without mentioning China, due to the huge 

presence and size of the conglomerates there. In China, there are more than 400 large 

conglomerates with an average value of 25 billion USD (Bai, Hsieh, Song, & Wang, 2017).  

Of these conglomerates 210 are directly state owned and even more are effectively state controlled. 

These 210 conglomerates are very large in size. Under these conglomerates, 2/3 of the total number 

of companies in China are controlled and they account for the same share, 2/3, of total Chinese 

companies total assets (Bai, Hsieh, Song, & Wang, 2017).  

By 2015, of the top 100 biggest companies in China, only about 20% was privately controlled and 

the top 10 are all government controlled (Cendrowski, 2015). 

This massive government involvement means that the central government (communist state party) 

controls companies through investment banks, government holding companies such as SASAC3, 

and trough loans and credit facilities administrated by the government4. 

China is also different in that the family structure is not dominant, because of the government 

effectively owning such a large share. Only 35-45% of Chinese companies are family owned, while 

that number is doubled when looking at southeast Asia and India (Yoo, Smit, & Hirt, 2013). 

The above should make the large government control in China obvious, and it is because of this that 

China are not to be included in this thesis. 

 

 

 

 

 

 

 

 

 

 

 

 

 
3 (State-Owned Assets Supervision and Administration Commission of the ruling State Council) 
4 State owned banks such as the ICBC (Industrial and Commercial Bank of China), the most profitable company in the 
world by volume (Cendrowski, 2015). 
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1.5 Contribution to existing literature 

The subject of Asian conglomerates is to be considered a niche subject, within the overall area of 

conglomerates. There a comparatively few studies on Asian conglomerates compared to the 

conglomerates of the western world. Therefore, there is still a lot of areas within Asian 

conglomerates that can be explored. It should also be noted that most of the literature on the subject 

are dated a few years back, making room for further explanations with more recent data. 

As thesis starts out with the hypothesis that the Asian conglomerates thrive, the thesis does not set 

out to simply verify this notion. It sets out to explain the reasons behind the performance gap 

between Asian and western conglomerates, combining history and theory. However, the 

performance hypothesis is tested in the performance study in chapter 4. 

In western conglomerates theory, due to the decline of the conglomerates, there have been done 

many studies on the effect that the conglomerate structure has on the management of a company. 

Sections of this thesis discussing family structure and changes in Asian conglomerate management 

could contribute to this area. 

The geographical scope of this thesis alone also contributes to the existing literature on 

conglomerates, that mainly focusses on US and European conglomerates, where this thesis focusses 

on specific markets within the Asian emerging markets. In the existing literature, there is often 

several Asian countries grouped together than does not follow the comparability standards from 

section 1.4 of this thesis. Several studies group together South Korea, India and China. Showed 

grouped figures for these countries present some issues because South Korea and India are vastly 

different in their development stage and the obvious implications of the government involvement in 

China. By analyzing and showing country specific numbers, it is possible to show the “pure” effects 

of the conglomerate structure, leaving the countries and companies development stage out. 

 

 

 

 

 

 

 



 14 of 81 

2. Conglomerate history and theory 
 

Alfred D. Chandler (Chandler, 1962) who is one of the most prominent organizational theorist, 

identifies three strategies for business growth: “horizontal: vertical: and diversification (of which 

there are two types, product related and unrelated). A horizontal strategy implies growth in markets 

which can be local, national, or multinational. A vertical strategy implies absorbing functions that 

are either backwards toward suppliers or forwards toward ultimate consumers. Diversification is 

the decision to enter into related or unrelated markets. (Chandler, 1962) further explains the impact 

on the organizational structure: “horizontal strategy produces a unitary structure, while a vertical 

strategy produces a functional structure. Finally, the decision to enter into related or unrelated 

product lines produces the multidivisional structure.”. This chapter sets out to describe the way the 

conglomerates of western Europe and America came to be starting from the 1920s, boomed 

throughout the 1960s and became increasingly unpopular until very few of the original 

conglomerates was left by the year 2000. Finally, there will also be an update on the state of the 

western conglomerates in the present day.   

This chapter will also outline the financial theories about conglomerates evident within corporate 

finance and other literature. This “history lesson” and the theoretical description should provide the 

perspective that makes it possible to fully understand the current situation of conglomerates in Asia 

as well as to make an informed prediction about their future, as history is believed to teach us about 

the future.  

 

 

2.1 Conglomerate history 

Conglomerate history begins in the 1920’s, particularly in the United States (Chandler, 1962) and 

lasts until the early 2000s when it starts to become an unfavored organizational structure in the 

western world (Davis, Diekmann, & Tinsley, 1994). Throughout the industrialized era the 

conglomerate structure became the prevailing form, allowing for amazing growth (Davis, 

Diekmann, & Tinsley, 1994). 
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2.1.1 Early conglomerate history 

During the 1920s U.S. companies like DuPont (chemical) and General Motors (automotive) 

pioneered the conglomerate form (Davis, Diekmann, & Tinsley, 1994). The management from 

these large companies discovered that it was relatively easy to integrate, “merge”, newly acquired 

business into a larger setup, thus creating the first conglomerates. 

 

In the 1950s the Celler-Kefauver Act was enacted (Davis, Diekmann, & Tinsley, 1994). The act 

was an anti-trust law that forbid companies to make purchases of competitors that lowered the 

overall competition in an industry. The act is also sometimes referred to as the “anti-merger” act. 

This act made it much more difficult to grow within the same industry using acquisitions, 

effectively making horizontal and vertical integration impossible for some of the largest 

corporations in the U.S. (Davis, Diekmann, & Tinsley, 1994). This meant that diversified 

acquisitions now were much more attractive and was greatly incentivized and was very much a 

contributing factor to the massive diversification seen in the beginning of the 1960s. 

The rapid industrialization of the western world, meant that the conglomerates made huge profits 

within the traditional industrial areas such as natural resources and infrastructure (Davis, Diekmann, 

& Tinsley, 1994). 

 

2.1.2 The “Conglomerate boom” 

In the beginning of the 1960’s the US economy was still considered in the post-war era (1945-) 

ending with the oil crisis in 1973-1975. The economies of the western world were relatively stable 

for the first time since the 1920s. Europe was rebuilding and used the Americans technological and 

organizational developments to great success. Sources put the 1960s as the greatest period of 

economic growth in US history (Gordon, 1990). In the United States, massive growth in business 

and consumer spending followed (Gordon, 1990). In short, both the US and European economies 

were booming. It is estimated that France and West Germany had annual growth rates around 15% 

and the United states and the U.K had growth of 8-10% per year in the period from 1945 to 1973 

(Lau & Boskin, 1990). 

In 1960’s, the period that later became referred to as the “conglomerate boom” was in progress. 

Especially in the United states, the conglomerate boom was in full motion. In 1967 alone, there was 

more than 150 mergers between large U.S. businesses. More than 70% of these mergers followed 

what (Chandler, 1962) describes as multi-divisional (Rothman, 1967). 
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This conglomerate boom of the 1960’s was allowed to happen by low interest rates combined with 

a bear-bull market. The low interest rates allowed the growing conglomerates to borrow cheaply 

and use the funds to acquire new businesses. The interest rate was an average of 3.5% in the 1960s, 

high for today’s standards but low and stable compared to post war standards. This also led to 

leveraged buyouts becoming increasingly popular, being pioneered in the 1960s and playing a 

major role for the conglomerates until the 1980s (Childs, 2015). 

 

Bull/Bear market 

Throughout the 1960s there were constant changes in the market, going from bullish to bearish 

repeatedly every few years. This gave some unique opportunities for the growing or to-be 

conglomerates to purchase companies at a discount and was a contributing factors to some of the 

“buying sprees” the conglomerates were behind (Fligstein, 1985).  

 

To the left is presented a figure of the US S&P 500 Index returns 

from 1962 to 1974 (Full figure from 1926-2019 is available in 

appendix 1). The figure provides a graphical overview of the 5 

market periods throughout the 1960s and early 1970s with 3 bear 

market periods with an average yearly cumulative loss of 25.5%.  

 

 

 

 

 

 

Figure 1: S&P500 movements 1962-1964 

Source: (First Trust Advisors L.P.;, 2019) 
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The below table (also available in appendix 2) from (Fligstein, 1985) article ”The Spread of the 

Multidivisional Form Among Large Firms, 1919-1979” is presented. This table shows a split of 

industries and how many companies within these industries can be categorized as conglomerates. 

 

The table shows the immense growth of conglomerates 

within the traditional conglomerate industries, with many 

industries doubling the number of conglomerates from 1959 

to 1969 during the conglomerate boom (Fligstein, 1985). 

 

 

 

 

 

 

 

 

 

 

Figure 2: Development in multi-divisional companies - industry split 

Source: (Fligstein, 1985) 

 

An example of an American conglomerate is the International Telephone and Telegraph company. 

By 1967 they employed more than 200,000 people and owned more than 150 different companies 

(Cane, 2011). with examples of acquisitions being hotels, bakeries, car rentals and insurance 

companies.  

 

(Chandler, 1962) stated "the multi-divisional form, which hardly existed in 1920, had, by 1960, 

become the accepted form of management of the most complex and diverse of American industrial 

enterprises. And after adopting the M-form, many firms showed a substantial increase in their 

profits compared to firms who did not adopt the M-form, proving that the multi-divisional form was 

the best corporate structure for large and diversified companies.” 
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There was now actual evidence that the conglomerates worked, only fueling the fire even more. 

Management and organizational theorist (Chandler, 1962) raved about the newly discovered, 

seemingly unstoppable management form. Furthermore, the conglomerate boom was a reflection of 

the US society in the 1960s, being a nation with huge growth and not being stopped by any 

obstacle. 

This also transferred to the stock market, where the conglomerates was seen as powerful and as they 

could do no wrong, resulting in increasing stock prices for the conglomerates (Fligstein, 1985). The 

rising stock prices improved on the conglomerates ability to borrow money which accelerated their 

acquisition programs even more (Fligstein, 1985). 

 

2.1.3 Conglomerate development from 1970-1990’s 

The average US interest rate almost doubles going from 1960s to 1970s, and again doubled going 

into the 80s, with a peak in 1981 of around 14%. This increase interest rate obviously made it more 

expensive to borrow for the conglomerates, but the idea of ROI as the best measure was no longer 

broadly used. The conglomerates had proven that their model was indeed very successful for fast 

growth. 

In the beginning of the 1980s less than 25% of Fortune 5005 made all revenue within a single 

industry (Porter M. , 1987). This marked the peak of the conglomerate’s diversification in the US 

and the model of seeing the firm as a portfolio, the now dominant model, seemed to be working 

brilliantly. 

Some literature and anecdotal evidence of the inner workings of a conglomerate also suggest that 

conglomerates worked as a sort of private equity funds throughout the 1980s and 1990s (Achleitner 

& Müller, 2008). The conglomerates had access to capital and often there was a lack of available 

capital in the market as some of the industries that provide capital to these kinds of projects hadn’t 

been established yet (i.e. the private equity funds). The conglomerates became the place to go if you 

had an idea, as they, in addition to capital, probably already had knowledge in the field. This was 

very prevalent in the DuPont chemical conglomerate, described in chapter 2 as one of the pioneers 

of the conglomerate structure, which in large scale funded and took new inventions in to build 

business around them. There are also lots of examples of conglomerates acquiring business with 

 
5 Fortune 500: an annual list of the five hundred largest US industrial corporations, as measured by gross income. 
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good ideas or inventions and applying their production and supply chain functions on them, to then 

sell them as successful spin offs (Fligstein, 1985). 

This constellation of the conglomerates acting as a sort of incubator and investor, later came out of 

favor and was replaced by what we today know as the private equity industry alongside with 

improved capital markets. The dedicated private equity funds that came to be, was extremely 

focused and often well driven, and also contributed to the downfall of the western conglomerates 

(Achleitner & Müller, 2008). 

In the beginning of the 1990’s the conglomerate boom and the double-digit growth rates were long 

gone. The western conglomerates had lost their competitive advantages one by one. After index 

funds became available, it became much easier to diversify a portfolio so the diversification that the 

conglomerates had offered no longer seemed attractive (Fligstein, 1985). 

 

2.1.4 The “New conglomerate boom” and conglomerate break-up 

The “new conglomerate boom” was the exact opposite of the first conglomerate boom. It was a 

boom of de-conglomeratisation and divestment and conglomerate break ups. The strategy term, “to 

focus on core business” became popular and was a solution proposed for almost every problem the 

conglomerates had during this era (Davis, Diekmann, & Tinsley, 1994).  

In the 2000s the “new conglomerate boom” was in full effect. As seen earlier in conglomerate 

history, conglomerates and M&A processes had previously gone hand in hand. Conglomerates were 

now again using M&A, but this time to divest and decrease the size of the corporation. Some even 

resorted to calling the conglomerate structure just a trend (Davis, Diekmann, & Tinsley, 1994). 

During the conglomerate boom, US industrial conglomerate General electric was praised for their 

growth, acquisitions in everything from the movie industry to financial services, and innovative 

management style (Bennett, 2018). However, General electric was later one of many companies 

that was accused of acting too crazy during the conglomerate boom and not adopting correctly to 

the changes in the market. By 2005, after changing through several management groups and 

management styles, resorted to move into financing through some of the financial service 

companies they had acquired. In 2005, financing ended up accounting for over 45% of General 

electric’s net earnings (General electric, 2005). This is an ultimate example of the conglomerate 

structure running wild and losing focus of the core business. Occurrences like this led to the 

conclusion that management should focus to do well within one business. There also became 

increased focus on shareholder value, again resulting in the conglomerates being forced to shrink 
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into more focused businesses, partly due to the conglomerate discount being applied on the stock 

market (Manikandan, Ramachandran, & Pant, 2013). 

 

2.1.5 Current state of conglomerates in the west 

The conglomerate structure and way of achieving growth had no doubt proven successful alongside 

the industrialization and rapid growth in the western economies. However, when the western 

economies matured, the conglomerates were considered dinosaurs, not being able to adjust their 

business models fast enough (Shulman, 2017). Even though the de-conglomeratisation boom came 

and fractured the majority of western conglomerates, some of the remaining conglomerates plowed 

on and became successful in their own rights. BCG analysis identified about 30 conglomerates from 

the west that still outperformed their peers, but their success was not credited to the traditional 

conglomerate advantages. They outperformed their peers because of their strict processes of 

choosing new business areas and strict management of their subsidiaries (Shulman, 2017). These 

strict processes also applies to management, and as these western conglomerates stated: “If you 

miss targets for more than two quarters, you’re fired.” (Shulman, 2017). 

The large conglomerates that are left the majority is still within industrial sectors, such as 

Continental tires and Atlas Copco (Shulman, 2017). 

But the conglomerate structure has changed a lot, when looking into the underlying subsidiaries. 

For example, in this peer group of well performing western conglomerates, it is rare to see high 

capital industries mixed with low capital industries. Likewise, it is rare to see FCMG companies 

share ownership with heavy industry companies that sells slower moving goods. The conglomerates 

are not completely diversified as they once were, they look more like groups of similar companies 

that ended up together because due to mergers and acquisitions and synergies. The modern 

successful conglomerates of the western world are also pushing forward in IT innovation. IT scales 

really well, creating synergies, and it is an area where it makes sense to share the development costs 

(Shulman, 2017).  

 

However, the conglomerate structure still emerges in some industries in the west, specifically in the 

tech industry (Freeman, 2019) (Schumpeter, 2019). This can be seen exemplified with companies 

like Amazon and Apple, that enter into new industries at a rapid pace and where their size is a 

benefit for them (Freeman, 2019).  
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From the above, it is apparent that the conglomerate business model is outdated as the preferred 

structure for companies. However, in the western world, there is still a small number of thriving 

conglomerates as well as new ones emerging out of the technology sector. The remaining western 

conglomerates are thriving because of strict processes put in place within management and portfolio 

expansion, so they do not return to the old pitfalls of the failing conglomerates from the 1990s and 

2000s. 

 

2.2 Opportunities and obstacles of a conglomerate 

This section will explore the general opportunities and obstacles of a being a conglomerate. These 

points are relevant for both western conglomerates and for the Asian conglomerates, with the Asian 

specific points being investigated in section 3.3.  

This section will also serve as a summary of the opportunities that allowed the conglomerate boom 

to happen and the obstacle that effectively brought it down. As such, this will also be an 

introduction to what the Asian conglomerates have seen to overcome or maybe haven’t evolved far 

enough to deal with yet. This will be elaborated on in section 3.3. 

 

As seen in the above history section, the conglomerates justification for existing and behaving the 

way they did, slowly vanished. The conglomerates justification can come from 2 things: Strategic 

or financial (Davis, Diekmann, & Tinsley, 1994).  

The below section describes the overall justifications for creating conglomerates in the first place. 

These advantages and disadvantages are theoretical and relates to the inherit conglomerate 

structure, while the above describes what in reality lead to the demise of conglomerates in the west, 

as a product of the specific time periods. As it can be deducted, the theoretical justification for the 

conglomerates are rarely considered when the conglomerates are created. The creation of 

conglomerates is much more organic or even random. Nonetheless it allows (or allowed in the 

western world), the conglomerates to thrive for a long period of time. 
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Advantages Disadvantages 

• More than one revenue stream 

• Reduction of investment risk by 

diversification 

• Internal capital market/better access to 

capital 

• “one-stop-shopping” 

• Economies of scale 

• Information sharing across industries 

• Management costs can be hard to 

control 

• Lack of focus           

• Brand dilution 

• Accounting disclosure 

• Difficult to follow KPIs 

 

 

 

2.2.1 Advantages 

Diversification 

Diversification for conglomerates can come in many different levels. From the consumer level 

offering more options for different product, to diversification in vastly different sectors. 

One of the advantages of being a conglomerate is having more than one revenue stream. Multiple 

different revenue streams mean that different business units can subsidize each other. If some 

business units have seasonality in profits and other business units have more stable profits, a 

conglomerate can subsidize profits from one unit into another. It can also be that a business unit 

have opposite seasonality of another, giving the overall conglomerate a stable profit stream. 

Regarding the irregularity of the income stream, it also allows the conglomerates to follow 

marketing or pricing strategies for longer that a pure play competitor could (Shulman, 2017). This 

could be the by following a loss leading pricing strategy (Hess & Gerstner, 2001), or by being able 

to move different or use certain strategies for longer within the Ansoff pricing strategy matrix 

(Ansoff, 1957). 

 

A conglomerate can offer a form of built in hedging. This can also be applicable to cycles in the 

economy e.g. an economic downturn. Of course, it is more difficult to hedge against 

macroeconomic factors, but industry cycles have vastly different impact on different businesses 



 23 of 81 

which is possible to hedge against, even by luck or by having enough subsidiaries with different 

revenue streams (Davis, Diekmann, & Tinsley, 1994). 

 

After the financial crisis in 2008, several studies were done on the conglomerate discount theory in 

the light of a financial crisis. Research suggests that the conglomerate discount decreased after the 

financial crisis. It also showed that in markets with low capital market development, meaning less 

investment vehicles such as index funds and mutual funds were available, the smaller the 

conglomerate discount was (Schwetzler & Rudolph, 2012). This implies that when investors have 

no other alternative, they can take advantage of the conglomerates built in diversification by 

investing in them (Schwetzler & Rudolph, 2012).    

 

Internal capital market 

Another advantage that the conglomerates can create for themselves due to their size and financial 

power, is an internal capital market. In short, an internal capital market is the way a conglomerate 

funds new project and ventures in some parts of the conglomerate, by using cash or even debt from 

other parts of the conglomerate (Maksimovic & Phillips, 2013), (Sudarsanam, 2003). Most well-

established companies will move around some of their capital when entering into new projects, but 

the scale and systematism of which the conglomerates does it, are unique. The alternative to the 

internal capital market, are the external capital market. The external capital market consists of 

banks, credit facilities and other facilities that can provide capital such as investment banks and 

capital funds (Maksimovic & Phillips, 2013). For there to be an internal capital market, there must 

be inefficiencies in the external capital market and/or large transaction costs (Sudarsanam, 2003). 

This internal capital market setup creates some unique opportunities for the conglomerate that are 

not available for companies which can only find capital externally. The conglomerates can 

essentially fund the projects that they want, not being subject to external financing options decisions 

and timelines. Some even argue that an internal capital market is very effective due to the low 

friction in movement of capital (Sudarsanam, 2003).  

This can be especially helpful in markets with a lower access to the general financial markets such 

as emerging markets or countries that are regulatory restricted from borrowing from foreign 

countries (Maksimovic & Phillips, 2013). Cost wise, the internal capital market may also be 

cheaper to use to fund projects. Interest rates can be up to the conglomerate itself, as well as cutting 

out financial intermediaries and the costs associated with these external capital providers approving 
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the financing (Maksimovic & Phillips, 2013). Not being subjected to external capital providers 

demands for projects, and credit rating is also an advantage in itself (Plenborg, Kinserdal, & 

Petersen, 2017). 

Other than creating and using internal capital markets, the conglomerates have other advantages 

when it comes to funding their projects. The size of the conglomerates itself, can also contribute to 

a better position when being credit rated by financing providers (Plenborg, Kinserdal, & Petersen, 

2017), allowing the conglomerate structure to be an advantage for the subsidiaries when being 

credit evaluated. 

 

The disadvantages of using an internal capital market is also one of its advantages; the ease of 

access (Sudarsanam, 2003). When companies have to raise capital through the external market, 

there are demands to the type, timeframe and profitability of the project and the capital providers 

would be interested in measures of the project, like the payback time and net present value. When 

this screening of project does not take place in the internal capital market, there may become a path 

for opportunistic managers to expand their part of the business, when they maybe shouldn't have 

been allowed to (Maksimovic & Phillips, 2013).   

 

2.2.2 Disadvantages 
There are also some disadvantages to the conglomerate structure as also evident in the above history 

section and are what ultimately led to the demise and unfavourability of the conglomerates. 

Many of the advantages can also be disadvantages on the contrary. It is important to remember that 

the conglomerate is committed to each business unit, so the advantage of using profits from one unit 

in another, can also turn into a disadvantage if one badly performing business unit pulls the rest 

down. 

 

Management costs and bureaucracy  

As growth increase, management costs and other costs related to the bureaucracy of a conglomerate 

can run wild. 

The worst-case scenario for management costs, is if the conglomerate structure means that the 

average management costs will increase, but there are not enough advantages in the conglomerate 

structure to outweigh the increase in management costs. 
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As such, conglomerates that does not get any or enough value from their diversifications will 

experience the negatives that diversification can bring with it. All conglomerates will to some 

degree suffer from this, but some conglomerates may create enough value from their diversification 

to outweigh this (as described in section 2.2.1).   

 

The increased layers of management and bureaucracy is not only a cost in terms of salaries and 

costs related to the management. It can also have a more profound impact on the conglomerate, be 

leading to a lack of innovation. This can potentially mean a catastrophic stagnation in the 

conglomerates development and have profound impact for many years (Seru, 2007).   

 

There is little evidence that the management team should have any kind of cost-saving synergies 

across the conglomerates different business units. And even if that was the case, the managements 

would still be focusing on many different business areas at a time, which is hardly recommendable 

(Seru, 2007). Culture clashes between management from different industries or countries can also 

cause issues for the conglomerates.    

 

Accounting disclosure and grouped KPIs     

For analysts and other interested parties, the conglomerates accounting practices can be 

challenging. The accounts and annual reports of the conglomerates often has a high degree of 

consolidated or grouped figures. This means that it can be very difficult to explain what 

contributions the separate business units make to the totals shown. The complexity of the 

conglomerates organization and ownerships can also just be an obstacle in itself. This means that 

interested parties, investors, regulators etc. can have difficulties in understanding the accounting 

figures fully. It also makes it easier for management to hide potential issues within consolidated 

figures. Ultimately, this can discourage or prohibit interest and investments into the company, 

because the interested parties cannot get full disclosure and explanations behind the numbers. 

This was also something that was dealt with in the methodology section of this thesis, where the 

same problems arose, as professional analyst is faced about grouped conglomerate figures. 

 

What is described as an advantage above, that business units can subsidiarize each other could also 

lead to be a disadvantage if there is an insufficient information basis. This is not uncommon within 

the conglomerates, leading to the phrase “focus on core business” (Critchlow & Koczkar, 2002). By 
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having business units that subsidiarize each other, conglomerates may get lazy by not being forced 

to shut down underperforming businesses. Especially in very large conglomerates, business units 

may be “forgotten” due to grouped numbers, or left to underperform while other, better performing, 

business units keep the overall earnings satisfactory (Critchlow & Koczkar, 2002). 

 

As seen from the above the conglomerate structure offers some built in advantages as well as some 

downfalls. (Cyriac, Koller, & Thomsen, 2012) argues “This strategy can create value, but only if a 

company is the best possible owner of businesses outside its core industry”. This is in alignment 

with the rationale we saw from the conglomerates themselves during the “de-conglomeratisation” in 

section 2.1.4 and the conclusion must be that when growth rates are high and the society is rapidly 

expanding in consumer spending and infrastructure, the conglomerates could get away with a lot of 

their downfalls (Cyriac, Koller, & Thomsen, 2012). In today’s western economy however, the level 

of competitiveness is so high that companies really have to be the best at what they do, with very 

little room for ineffectivity (Cyriac, Koller, & Thomsen, 2012). 

 

 

2.3 Conglomerate discount theory 

In this section there will be a description of the conglomerate discount theory, which is a well-

established theory on the discount of shareholder value for conglomerates. This is both relevant as a 

contributing factor the above described demise of the western conglomerates, as well as an 

important thing to understand when this thesis later provides a discussion on the future of the Asian 

conglomerates. The theory puts a value, a discount percentage, on the conglomerates which in 

essence summarizes the plusses and minuses of the above opportunities and obstacles. 

The average conglomerate discount for western conglomerates is expected to be somewhere 

between 6% and 12%, and on about 55% of all conglomerates, depending on sources (Manikandan, 

Ramachandran, & Pant, 2013), (Shulman, 2017). Inevitably through stating a conglomerate 

discount is present, it can be seen as a negative outlook for the conglomerates in line with the above 

history section.         

 

The literature that begins to investigate the conglomerate discount theory was presented during the 

mid-1990s, right when the conglomerates were struggling. It was a critical view on the 
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conglomerates, as the conglomerates no longer could provide immense growth percentages and 

researchers began to question the negatives associated with diversification, and if it may outweigh 

the benefits (Critchlow & Koczkar, 2002). The diversification that a conglomerate with many 

different business units created, that was described as an advantage in section 2.2.1, will not 

necessarily translate into value when valuing the overall conglomerate with a sum of the parts 

valuation (Manikandan, Ramachandran, & Pant, 2013). 

A part of the conglomerate discount arises from the fact that conglomerates already have a built-in 

diversification (Manikandan, Ramachandran, & Pant, 2013). If stocks are purchased in a 

conglomerate, the investor will effectively hold a portfolio of companies, often in different, possible 

unwanted industries. This can lead to a conglomerate discount being put on the stock, because of 

the unwanted exposure to industries.  

Assuming low transaction costs and effective stock markets, the investor will be able to put together 

a replicating portfolio of single stocks that match the conglomerate if wanted. 

 

                                         

3. Asian conglomerates 
 

This chapter begins with a short section on the history and beginnings of the Asian conglomerates. 

This is followed with a section on the present modern Asian conglomerate, facts of the modern 

Asian conglomerates and why the Asian conglomerates seems to thrive. 

 

3.1 History of Asian conglomerates 

The history of the conglomerates in Asia started in the 1960s and 1970s, when the conglomerates 

started to slowly develop. The Asian conglomerates started much the same way the conglomerates 

of the west did in the post WWII years, pushing industrialization forward (Pham, 2018). 

Conglomerates in Asia originally developed from northeast Asian countries like Japan and South 

Korea. Japan and Korea were injured after WWII and their economies was down on their knees. 

They, however, had strong governments with great intentions of rebuilding their countries (Pham, 

2018). In the rebuilding process many of the companies involved in wartime manufacturing 

continued to work closely with the governments within infrastructure and energy.  
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In the 1960s and 1970s the Asian conglomerates had a development very similar to what was 

described in the history section for the western conglomerates. Japan and South Koreas 

conglomerates played a huge part in developing the technology that made it into almost every 

consumer tech product we know today, that became extremely popular during the 1970s and 1980s. 

Japanese conglomerates like Sanwa, Mitsubishi, Fuyo and Sony helped pushed Japanese innovation 

and industrialization. Similarly, in South Korea conglomerates like Hyundai, LG and Samsung 

helped take the country from an agricultural economy to an advanced production capacity. 

This huge export success is very similar to what China has done in the past 10 years, again, 

transforming the country’s economy through industrialization and trade.  

This immense “revolution” that the conglomerates was such a big part of, backed by the respective 

governments, really became deeply engraved in the minds of the countries citizens. To this day, in 

the minds of South Korean and Japanese people, the conglomerates are idolized and are loved in the 

culture, very differently than the conglomerates from the west.  

The whole conglomerate structure in Asia bears a large resemblance to the way an Asian household 

is structured, with the father being in charge and respected, just like the CEO of a conglomerate is 

(Pham, 2018). The conglomerate structure is supporting the South Korean and Japanese self-belief 

that their hierarchical structure seen everywhere in society (the “family business model”), is the 

reason for their success. The conglomerates were also rewarded with supportive legislation and 

continued government support, for contributing to the countries massive economic boom during the 

1960s, 1970s and 1980s. 

Because the conglomerates in the northeastern Asian countries became so prevalent, the huge 

networks of conglomerates got their own names; "chaebols" in South Korea and "keiretsu" in Japan 

(Pham, 2018). The conglomerates’ relationships with governments and politics grew stronger over 

time, allowing the entry into several industries that were completely unrelated, i.e. a real estate 

developer being given mining rights, then using that profit to build a TV station (Pham, 2018). 

In the Japanese system of huge conglomerates, “Keiretsu”, it was not uncommon to see “Keiretsu” 

with more than 30 subsidiaries. From the end of world war II until 1995, holding companies was 

not allowed in Japan due to post war efforts, so “Keiretsu” started as a network of agreements 

between companies that made them effectively operate as conglomerates. It is this close-knit culture 

and loyalty, that has been carried forward to the present day. Today these conglomerates represent a 

huge share of the Japanese economy. The “Keiretsu” also made an impact on the Japanese working 

culture, where it is considered desirable to stay within one firm your whole career. 
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However, as growth diminished in the Japanese economy, their conglomerates took a large part of 

the blame. “They were blamed for the Japanese economy’s inability to restructure and resume 

stable growth. The propensity to share risks within the group—banks and major manufacturers 

bailing out troubled affiliates—was perceived to be a major drag on economic efficiency. 'Zombie' 

companies were kept alive when they should have been swept away. (Jancer, 2016)” 

 

There is a big brother-little brother relationship between the more mature economies in north east 

Asia (Japan, South Korea) and the emerging economies in south east Asia (Vietnam, Indonesia, 

Malaysia etc.).  

The companies that were well connected with the political elites far outperformed companies who 

did not have these types of connections (Pham, 2018). The conglomerates became key to the Asian 

governments plans to go from agricultural low skilled economies, into a industrialization period, 

then a manufacturing period and then a technology driven period (Lau & Boskin, 1990). 

The south Korean economy have undergone an amazing transformation and they have developed to 

be one of the richest countries in the world (Raj Nayar, 2012). South Korea is included what is 

commonly called “the Asian tigers” alongside with Japan and Taiwan. The South Korean economy 

is a role model for the south east Asian economies mentioned in the peer group for this thesis (Raj 

Nayar, 2012) and the conglomerate structure plays a big part in this. As mentioned above, the 

conglomerates have become a cultural icon and success story in South Korea and most south 

Koreans: “still have a lot of respect for the economic model that helped their nation build up 

throughout the last 40 years" (Ullah, 2017). 

 

In South Korea, “Chaebol” which means “rich clan”, are the large conglomerates controlled by 

wealthy families. The most well-known ones in the western world, are the ones that sell a lot of 

consumer facing products such as Hyundai, LG and Samsung (Ullah, 2017). Conglomerates like 

Samsung dominates the southern Korean economy, with over 15% of south Korean economy taken 

up by Samsung businesses. In South Korea, the biggest conglomerate, Samsung, grew to a soudo 

state, controlling everything from hospitals to schools. If the evolution of Samsung from the 1960s 

to the 2000s is analyzed, there is a strong correlation between their transformation from an 

industrial conglomerate to a technology focused, knowledge-based conglomerate (Ullah, 2017). As 
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South Korea was one of the first Asian countries to develop after the Japanese example, the timeline 

corresponds with the development of many western conglomerates. However, in the emerging 

Asian economies of today, this development only began after the year 2000 (Bartzokas, 2006). The 

South Korean government set up a system for transforming the nation’s economy, with the 

conglomerates as the primary drivers (Bartzokas, 2006). This ties into the respect the South Korean 

population have for the conglomerates, as they are seen as the drivers behind the wealthy nation of 

South Korea today. The South Korean government selected “national champions” from various 

industries that were given the governments support and opportunities was handed to them 

(Bartzokas, 2006). A full graphic overview of this South Korean system can be seen in appendix 3 

(Bartzokas, 2006). 

For this government backed, planned growth and evolvement of the economy, countries like South 

Korea, as well as China have set the example. The countries included in the Asian conglomerates 

peer group of this thesis are now using several of these countries as an example of their own 

economic development. The Asian government can allow themselves to do very much for the 

conglomerates, as it seems to have worked very well so far. The Asian conglomerates ties with the 

Asian government is very valuable, as it allows Asian conglomerates to operate strategically 

different than any other business type. The Asian conglomerates can be indifferent to short term 

profits or growth. The Asian conglomerates know that their government relies on them to succeed 

and will basically provide unlimited financing and access, for the greater good of the country 

(Pesek, 2018). This creates a wild competitive landscape where the Asian conglomerates suddenly 

can make their entry into a completely unrelated industry at any time, as long as it follows the Asian 

governments plan for the economy. An example of this would be the South Korean conglomerates, 

where there was a government strategy stating that the countries manufacturing scene should move 

into higher margin, electronic consumer goods (Bartzokas, 2006). It then made huge loans to 

Samsung and LG to support this mission (Bartzokas, 2006). 

 

In India the conglomerates are called “business houses”, named after the large British companies of 

the colonial time (Manikandan, Ramachandran, & Pant, 2013).  

Some countries also have had strong regulatory impact, that one way or another made it possible for 

the conglomerates to exist. In India, the regulatory system has since the post war era, been 

extremely protectionist and still are to this day. This have defiantly helped the conglomerates to 

have a safe haven to grow, without getting overrun by international competition (Ping Chan, 2019). 
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From 2000 to 2010, there was a entry of 119 new conglomerates in South Korea and more than 90 

in India (Yoo, Smit, & Hirt, 2013).  

 

3.2 The modern Asian conglomerate 

In the above it has been described how the conglomerates of the western world have risen and 

somewhat fallen and become an unattractive governing form. This thesis builds on the notion that 

Asian conglomerates thrive and this section will analyze the strategic and macroeconomic reasons 

that they are seemingly flourishing. The next chapter will then look into the actual real performance 

of some selected Asian conglomerates to investigate if they really do perform well against their 

peers. 

 

The modern Asian conglomerate is still growing fast. From the peer group of the largest 100 

conglomerates in India, South Korea and China, McKinsey & company found that: “On average, 

they set up a new company every 18 months, more than half the time in a sector unrelated to their 

existing operations”  (Yoo, Smit, & Hirt, 2013). This means that the Asian conglomerates are still 

entering into unrelated industries, at a rapid pace. The Asian conglomerates have for the last 20 

years been in a similar situation to where the western conglomerates where right around the peak of 

the conglomerate boom. The Asian conglomerates have the key to success in almost every factor 

and they are massively taking advantage of the growth opportunities in their respective countries. 

 

Most of the Asian conglomerates have started out with a foundation within the exploration of 

natural resources. Otherwise they started as successful family businesses within unrelated areas, but 

was then given the rights to mining of natural resources, because of their power position in their 

region (Bain & Company, 2018). There is no doubt that the governments of the Asian countries 

have played a huge part in the creation of the modern Asian conglomerates. 

 

In the performance study, the 5 most popular industries are listed for Indian and South Korean 

conglomerates. The industries of modern Asian conglomerates have developed to also be within 

manufacturing, IT and real estate (Bain & Company, 2018). These sectors are often highly 

regulated, and throughout chapter 5, it is described how one of the most important competitive 

advantages for the Asian conglomerates, the government involvement, may also be the most 
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important thing for them to focus on. In many cases the most beneficial thing Asian conglomerates 

could do for their business is to keep the Asian governments confident, that they are contributing to 

the overall development of the country (Gillespie & Peerenboom, 2009). 

Examples of further developments from natural resources to manufacturing, can be seen as a further 

use of the conglomerates size and power. Many examples of foreign companies that wanted to get a 

foothold in the Asian countries, used the conglomerates as entry ways. Many conglomerates with 

no past experience, entered into joint ventures with Japanese conglomerates such as Honda and 

Toyota to i.e. build small scooters and motorcycles (Tata, 2018). Some of these conglomerates then 

later evolved into building their own transportation products, as it is the case with Tata Group in 

India (Tata, 2018). 

 

3.2.1 The facts of Asian conglomerates today 

From the above it is obvious that conglomerates are a huge part of the emerging economies in Asia 

today. There is no doubt about their growth and prosperity in the past couple of decades. Below is 

selected statistics about the conglomerate that show their size and scale. 

 

Summary of common traits of modern Asian conglomerates: 

• Family owned 

• Powerful position in their region/state 

• Grown by being given easy access to natural resources and infrastructure rights 

o Utilities 

o Mining 

o Real estate and city planning 

• Now covering almost every industry, even highly specialized ones 

 

Conglomerates have seen massive growth from 2000-2010. Revenue grew by more than 23% 

annually in India, and by 11% annually in South Korea. By 2010 the conglomerates accounted for 

45 of the 50 biggest companies in India and 40 of the 50 biggest companies in South Korea (Yoo, 

Smit, & Hirt, 2013). This means that conglomerates in India accounted for more than 90 percent of 

the largest companies (Yoo, Smit, & Hirt, 2013). In South Korea, only 5 of the biggest 

conglomerates or “chaebols” make up 60 percent of its GDP (Yoo, Smit, & Hirt, 2013). 
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However the conglomerates massive size and impact on the economy, reports by (Bain & 

Company, 2018) are starting to show a decline in conglomerate performance, using 2018 numbers 

concluding: “Conglomerates in India and Southeast Asia no longer hold an advantage in total 

shareholder returns over pure plays and have begun to underperform in revenue growth and 

margin improvement” (Bain & Company, 2018). (Bain & Company, 2018) further explained: “we 

saw that as Asia’s markets developed, those benefits steadily diminished and the conglomerate 

premium compressed.” 

However, (Bain & Company, 2018) found a “hefty” conglomerate premium, for the very largest of 

the Asian conglomerates, relating to their very advanced developments within management and 

strategy (Bain & Company, 2018). 

 

3.2.2 Examples of Asian conglomerates                     

This section will provide some selected examples of Asian conglomerates that exists today. These 

conglomerates are chosen because they represent good examples of the overall development of the 

Asian conglomerates and provide a context of the development of the modern Asian conglomerate. 

3.2.2.1 Example of Tata Group 

An example of a modern Asian conglomerate that developed because of the need for infrastructure, 

is Indian Tata Group. It is one of the largest conglomerates in India (Tata, 2018) with more than 60 

subsidiaries, that have operations within chemicals, consumer products, energy, steel, engineering, 

IT and automotive. Tata is probably best known in the western world because of their acquisition of 

British luxury car maker group Jaguar Land Rover (BBC news, 2008). Much alike South Koreas 

massive conglomerates, Tata developed many subdivisions that made them appear as a sort of 

pseudo state for some of India’s poorest regions (Thangal, 2018). After they expanded their steel 

business into the south Indian region of Jharkhand (Tata, 2018), they found out that the region had 

irregular power cuts, sometimes for days at a time. This led Tata Group to set up a power plant, 

originally used for the steel mining operations, but was later expanded into also selling electricity to 

the public. They also helped develop housing for the steel mine, leading them to start a city 

planning- and city maintenance business in the region. This business is today called Jamshedpur 

Utilities Company and employs more than 10.000 people across India (Tata, 2018). Tata is also one 

of India’s largest electric utility companies today. This is an example of a modern Asian 

conglomerate that have been given opportunities simply because there weren’t any other options 

available for power or housing. 
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3.3 Why does Asian conglomerates seem to thrive? 

Throughout this thesis the thesis has been that the Asian conglomerates seems to thrive, and the 

western conglomerates are mostly broken up, as evident in chapter 2. This section will explore the 

reasons the Asian conglomerates seem to thrive. This will be based on the description of the 

opportunities and obstacles of a conglomerate in section 2.2. This section will also set out to explain 

why some of the opportunities and obstacles can work in the Asian countries, when they couldn't 

work in the western countries. In addition, there are several opportunities and obstacles that are 

specific to the conglomerates in the Asian countries. 

 

It seems that the Asian conglomerates are in a sweet spot, much the like the conglomerates of the 

west were in the 1960s and 1970s. Regulatory and government power seems to be in their favor, 

and macro-economic factors of high growth, rapidly increasing consumer spending and expanding 

markets provides many of the same opportunities as was seen in the west that that time period. 

 

Many of the points mentioned below raises a chicken or egg question; Are the conglomerates acting 

this way because of their surroundings, or are the surrounding acting this way because of the 

conglomerates dominance. Are the conglomerates the cause of the cultural impact, or are they 

functioning the way they are because of the culture? Hence the inclusion of a section on how the 

Asian business culture differs because of the conglomerates. 

Another question that arises from the below points, are why the conglomerate structure have 

become so dominant. Is it because of the traditional advantages and disadvantages as we saw in the 

western world or is it because of the special advantages that the Asian conglomerates enjoy such as 

the backing from the government. If the latter is the case, the only thing that matters is the size and 

power of the conglomerate. Hence why it doesn’t really matter if the conglomerate enters into one 

industry compared to the other, as long as their size and scope increases. 

 

Asian conglomerates have a very loose competitive situation compared to how it is in the western 

markets (Yoo, Smit, & Hirt, 2013). Reports show that the average consumer choice of products are 

very low in the Asian countries, implying that if companies come forward with new products there 

will probably be customers for them. The demand for new types of goods and services, simply 
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grows with a pace which the businesses cannot follow. If there is going to be a huge demand for 

bicycles in India, a conglomerate that operates in a completely unrelated industry can seize the 

opportunity and start building bicycles. Similarly, there is probably not going to be hundreds of 

competitors already into bicycle production, as it would be the case in the western world.  The 

future success of the Asian conglomerates will depend on if they will be the ones creating 

everything the new middle class in the Asian countries will need, or if it will be taken by foreign 

companies or more effective pure play companies. 

 

In the developing countries, talent markets also tend to be very ineffective. More than just being 

well known names in the business world and being first choice for graduate students (Yoo, Smit, & 

Hirt, 2013), the conglomerate also have a unique internal talent pool to choose from. In the situation 

where almost every single large corporation in the Asian countries is a conglomerate, they educate 

on employs almost every talent that are qualified to take on large management positions. This gives 

them a unique competitive advantage over the regions pure play companies (Yoo, Smit, & Hirt, 

2013). 

 

There is no doubt that the Asian conglomerates have much better access to opportunities. Statistical 

analysis show that Indian companies from 1994 to 2010, had much larger access into various 

business opportunities (Manikandan, Ramachandran, & Pant, 2013). The same was the case, when 

measuring by number of subsidiaries. Subsidiaries within large groups had a higher level of access 

to opportunities that subsidiaries within smaller groups (Manikandan, Ramachandran, & Pant, 

2013). 

This relates to many of the areas elaborated on below, especially the government involvement 

where long-term relationships are very important. 

 

3.3.1 Infrastructure 

The business environment and what industries that are the most profitable, is extremely different in 

the western world vs. the Asian world. In the west, all infrastructure (power, raw materials, 

logistics) are there and available. In the developing Asian countries there is simply no options for 

companies and as seen above with the example of Tata Group they have to create their own 

supporting activities for their businesses, slowly evolving the big companies to become even bigger 

conglomerates. As seen with Tata Group, these big companies often develop supporting activities 
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only for their own sake, but of course there is an overlap of the necessity of the resource a business 

needs and the resource the public needs. Just the sheer size of i.e. India, with almost 1.4 billion 

people and their new demands, creates immense demand in these infrastructure related industries.  

As described in chapter 2 and evident in the development of western conglomerates alongside the 

economy of the western world, conglomerates and the economy are very much aligned in their 

development. As it was described in chapter 2, there are traditional or “stereotypical” areas that the 

conglomerates are predisposed to thrive within. As it was the case with the western conglomerates, 

heavy industry and infrastructure is such an area. In this infrastructure area, powerplants, railways, 

water supply and automotive are included. These are areas with high capital requirements and areas 

where there is a lot of government involvement. 

As it was the case with the western conglomerates, these types of business areas fit really well with 

the conglomerate structure and the way they expand into other areas, as they develop previously 

undeveloped areas. One can imagine the possibilities that bringing electricity and roads to an 

undeveloped area, can bring. A real-world example of this can be seen with the example of Tata 

Group in section 3.1.2. 

 

And simply, the demand in these areas are very high, as many areas throughout India, for example, 

don't have a steady power or water supply. In the western world this is completely taken for given 

when creating new businesses, as even the most advanced supporting activities that a business could 

need, are already established. 

 

3.3.2 Internal capital market and other internal markets 

As described in section 2.2.1, when moving away from the perfect world with free markets, adverse 

effects can begin to arise. The Asian countries included in this thesis, are defiantly such markets. 

The basic foundations for building a business are simply not there, from practical elements such as 

a steady power supply to financial institutions being able to provide capital. The Asian 

conglomerate have overcome this lack of institutions, by replacing them with their own and creating 

internal institutions for almost every imaginable need (Yoo, Smit, & Hirt, 2013). 

Besides the internal capital market, the Asian conglomerates also create many other internal 

markets for themselves. This relates to the synergy that can be achieved within the conglomerate 

structure. If there is a scarcity of resources the conglomerate may be able to provide them from 
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within the conglomerate. This would not be an issue in the western world, but especially in India 

this can be considered an advantage for the conglomerates. 

 

3.3.3 Culture 

Business and entrepreneurship culture are very different in the Asian countries compared to what 

we know in the western world. Japan and South Korea have some of the lowest rates of 

entrepreneurship in the world (Bartzokas, 2006). Furthermore, there is a very little share of 

companies that move between the corporate/large and small/medium enterprise classifications, 

meaning that very few new companies ever grow to the size of the conglomerates (Manikandan, 

Ramachandran, & Pant, 2013). The smaller companies simply cannot catch up to the years of 

advantages that the conglomerates have enjoyed, creating a difficult business environment for 

smaller companies (Bain & Company, 2018). 

Also due to the family structure, there is evidence surrounding the profit maximizing goals of the 

Asian conglomerates not being optimal. There is evidence that Asian conglomerates put size and 

market dominance above profits in certain situations (Manikandan, Ramachandran, & Pant, 2013), 

due to them enjoying when the family and their business grows larger. 

 

3.3.4 Government involvement and corruption 

The governments involvement with the Asian conglomerates cannot be underestimated and 

everything the government does for the conglomerates, from protectionism to providing access to 

business opportunities, must be considered the single biggest reason why the Asian conglomerates 

thrive. As mentioned in the above history section on the Asian conglomerates, the Asian 

governments have protected the Asian conglomerates through protectionism  

This is built in to the Asian governments way of controlling the economy and maintaining the 

feeling of control over the growth of the economy (Bartzokas, 2006).   

 

The Asian conglomerates have learned and have been formed by the involvement with the 

government, with government ties being passed down through generations. The Asian 

conglomerates thrive in this restricted market. In chapter 5, it is described how the size and power 

of the Asian conglomerates are more important than the profitability, because the government 

relations are so important. The same may be applied here where being in favorably standing with 



 38 of 81 

the government may be the most important thing for the Asian conglomerates, even before any 

business consideration. 

 

The line between governments supporting the conglomerates and corruption is often a fine one 

(Ping Chan, 2019) (Pesek, 2018). The Asian countries government and the conglomerates are in a 

mutual beneficial relationship. Support for R&D, subsidies in various industries etc. flow freely 

(Gillespie & Peerenboom, 2009). It is rare to see Asian government go after Asian conglomerates in 

anti-trust and corporate governance cases (Pesek, 2018). In turn, the Asian conglomerates are 

strongly connected into the local governments and often donate to political campaigns (Pesek, 

2018).  

As the Asian conglomerates are relatively diversified, they also satisfy the government by using 

profits from one industry into another, to not cut local jobs by too much if a business unit goes 

through a rough period. 

As described in section 5.1.1, anti-trust regulations are nothing like in the western world, especially 

compared to European markets (Gillespie & Peerenboom, 2009). As the Asian conglomerates have 

been a main driver of growth in the region, the Asian government really don't have an incentive to 

improve on the anti-trust regulations (Gillespie & Peerenboom, 2009). The slack regulations, 

creates the path for even more conglomerate growth and domination (Gillespie & Peerenboom, 

2009). 

 

3.3.5 Management 

There have been some studies done on the evolving management of the Asian conglomerates, 

including (Bain & Company, 2018) and (Ono, 2017). 

The justification for these studies is, as seen in chapter 2 on the history of the western 

conglomerates, that there have been examples of the management of these conglomerates not 

functioning optimally in terms of agent issues, incentives and rational decision making. This was 

also described in section 2.2.2, on conglomerate disadvantages. On top of that, the majority of these 

conglomerates are also family run which brings its own set of issues. In management theory, the 

family owned structure is often seen as an issue (Plenborg, Kinserdal, & Petersen, 2017). Having 

family in the top management of the conglomerate means that the decision making will not always 

be rational, due to the strong connection to the conglomerate. It also means that family member will 
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be put in top management positions, while they are not always the most capable for that position 

(Plenborg, Kinserdal, & Petersen, 2017).  

One of the advantages of having a family run business, where there is much more continuity than 

we know from western companies (Manikandan, Ramachandran, & Pant, 2013). The family 

structure will rely on long term relationships with the local government, providing the business 

foundation for the conglomerates (Manikandan, Ramachandran, & Pant, 2013). 

As it can be seen in these studies, many of the conglomerates from the same country look up to 

each other and learns from one another. In the 1990s there was a trend between the Indian 

conglomerates to create executive offices that would overlook the entirety of the group, which 

traditionally had been done by the family (Manikandan, Ramachandran, & Pant, 2013). Several 

groups such as Tata Group and Mahindra Group followed this trend, calling the concept “group 

centers”. These groups centers would oversee the major decisions within the conglomerate around 

synergies and strategy.  

 

There is also some research that point to, that Asian conglomerates can learn from the management 

style of a private equity fund (Achleitner & Müller, 2008). Private equity funds also manage several 

companies within different industries and works as a conglomerate would, with a core executive 

suite and executives for each subsidiary (Achleitner & Müller, 2008). The conglomerates can also 

learn from the way private equity funds have to deal with agency issues. Private equity funds 

generally place one or more board members into the existing board of directors (Achleitner & 

Müller, 2008). 
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4. Asian conglomerates performance study 
 

This chapter is analyzing the numbers of selected current Asian conglomerates, with the goal of 

assessing the conglomerates performance and development. This analysis should provide data-

based findings that can indicate whether the Asian conglomerates are actually doing well compared 

to their peers, which are not organized in the conglomerate form. The Asian conglomerates are also 

compared to broader stock indexes to benchmark their performance and assess if they deliver 

consistent superior returns. 

 

4.1 Introduction to the performance study 

The chosen countries to explore are India and South Korea. Both countries have been explained in 

the above history sections but are quite different in their development and scope (refer to section 

1.4.1 for population and GDP figures). South Koreas GDP are a little more than half of India’s, but 

India has more than 60 times the population. However, this study’s purpose is not to compare the 

two countries conglomerate performance, but to compare them to their respective peers. 

South Korea represents a matured economy with diminishing growth. Conglomerates account for a 

very large share of the economy and are embedded into the culture. The South Korean 

conglomerate setup is a result of a, now completed, government plan where they supported the 

conglomerates in moving from heavy industry and infrastructure into services and technology. 

India represents a fast-growing, super-sized economy with a huge growth potential in the 

“traditional” conglomerate areas within heavy industry and infrastructure, with the government 

providing the conglomerates access to these opportunities and also being protectionist from foreign 

companies entering India. 

 

As such, both countries represent an end point of the spectrum, of the Asian conglomerates of the 

peer group mentioned in the assumptions and delimitation section of this thesis. The two countries 

will therefore represent the peer group of Asian conglomerates from different countries well and the 

findings are assumed to be similar to those that would be found if other countries from the peer 

group was added to this study, accounting for the developed state of the South Korean economy as 

well as the emerging status of the Indian economy and the sheer size of the Indian population. 
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The comparison to the S&P500 index provides a benchmark for the conglomerate’s performance. 

The S&P500 is widely recognized as a benchmark because of its coverage of industries and 

multinational companies (Beers, 2018). Advantages to using the S&P500 include its broad scope, 

and committee validated inclusions. Disadvantages include is that the S&P500 index only include 

stock performance and the minimum size of $6 billion market capitalization (Beers, 2018), means 

that the companies in the S&P500 index will be significantly larger than the other included peer 

groups.  Another reason behind benchmarking the conglomerate “portfolio” against S&P500 is that 

there is no specific index that tracks conglomerates performance. Furthermore, the S&P500 index 

could also be a proxy for a giant conglomerate; a large, diversified company with exposure to 

almost every industry.       

 

As the Asian conglomerates are mostly focused on their domestic markets, a low correlation to the 

S&P500 are to be expected. This means that the potential for measuring errors are lowered, and the 

conclusion of the benchmark comparison could also be a proxy for if the Asian conglomerates 

could be attractive investments compared to the S&P500 index or enhance US focused portfolios. 

The comparison to domestic pure play companies provide a domestic benchmark, with companies 

that are subject to the same economic growth factors. The domestic comparison is also very 

important as it eliminates cultural differences between the compared groups. This makes the pure 

plays a very directly comparable group, while the S&P500 comparison can be seen as a benchmark. 

 

All data used in the performance study are to be considered secondary data. The data are collected 

from reliable sources; however these sources do not manipulate or perform any further validation of 

the data. In terms of data quality, only annual reports and other audited financial data are used. It is 

assumed that the level of manipulation in these sources are relatively low. The data availability in 

the final data groups are generally very good.  

But as it can be seen below, several thousand pure play companies been excluded, primarily due to 

data availability. Hundreds of conglomerates have also been eliminated from the peer groups, 

primarily due to their accounting structure, with the top holding companies having grouped figures 

and grouped KPIs. Some differences in comparability factors cannot be avoided when doing a study 

where both listed and unlisted companies are included.              
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4.1.1 Delimitations of the performance study  

This study is delimited from including state owned enterprises and pure financial conglomerates as 

far as possible. As described above, the government involvement in the Asian countries can be quite 

massive and it can skew the numbers as companies that are strongly tied with government often 

don't play by the same prerequisites as private companies. As it can be understood from the section 

of modern Asian conglomerates, almost every conglomerate in this study are heavily involved with 

the governments of their respective countries, so only conglomerates that have direct ownership by 

a government is excluded from this study.     

The reason that purely financial conglomerates are excluded is not confined to only Asian countries. 

It is simply because these financial conglomerates deliver their financial accounts in a different 

format than a non-financial conglomerate, which makes them non-comparable.  

Because of the large portion of listed companies, it was not found useful to compare the 

conglomerates to any other stock indexes. This would have too much overlap between companies 

listed as conglomerates and listed as pure plays. Even if the conglomerates share was subtracted 

from the performance of the stock indexes, the group of companies left in the stock index would 

probably share many similarities with the pure play peer groups, as most of these companies are 

also listed. It is therefore possible to view the pure play peer groups as a proxy for the local stock 

indexes. This thesis has some constraints in terms of the used data and over methodology, that must 

be recognized. In section 4.1.4 possible errors will be discussed and in section 4.5, possible further 

developments will be discussed. 

 

 

4.1.2 Literature review  

In the section below a literature review and comparison is presented. The overall reasoning behind a 

literature review is to provide the theoretical and methodological contributions of papers within the 

field of subject.    

 

This literature review will, when considered together with the general financial theories further 

described in section 4.1.3, make sure that this performance study has a strong theoretical and 

methodical foundation. The scope for this literature review is relatively narrow and within the 

general assumptions and delimitations of this paper, as there exits sufficient literature within the 

subject of Asian conglomerates performance. However, some studies like (Bain & Company, 2018) 
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explores the Asian conglomerates outside the boundaries of this thesis, by including China. 

However, (Bain & Company, 2018) is still included in the literature review to provide more data 

point and as the scientific methodology shouldn't change just because other countries are being 

added.    

The literature review is based upon 4 studies and papers, ranging from 2013 to 2018. Key findings 

of the studies are included as well as the future outlook for Asian conglomerates if the study 

presents it. The KPI section summarizes the key performance indicators that the studies use to 

compare the Asian conglomerates to other companies or stock indexes. These key performance 

indicators will be the basis on which section 4.1.6, the comparability factors for used in this thesis’ 

performance study, is built.    

The reasoning behind this is, to build upon research and methodology of papers with much broader 

scopes and more level of detail than this thesis. Secondly it is done to do a “sanity check” of the 

factors chosen for this performance study and to provide credibility for choosing these factors, by 

relying on professional researchers. 

The literature below assesses the conglomerates performance in one of two ways: either by 

comparing the performance of conglomerates against stock indexes, or by comparing the 

performance of the conglomerates against single-business firms (pure plays), through various 

measures (KPIs). 

 

These studies all include the very largest conglomerates from each country, some of which are not 

listed, and data must have been gathered from the listed subsidiaries and summarized. The studies 

done by (Bain & Company, 2018) and McKinsey (Yoo, Smit, & Hirt, 2013), each contain about 30-

35 conglomerates from each included country and around 70 pure plays per country. 

As such, the literature review is the basis and sources on which this performance study is founded 

and expands with more recent data and methodologies. The literature reviews are summarized in the 

table below: 
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4.1.3 Selection process 

The company and financial data for this study, both for South Korean and Indian companies as well 

as the S&P500, was obtained through search queries at Orbis (Orbis, 2019). Orbis is a company 

database with more than 100 million companies and provides financial information from the year 

2000. Orbis was partially chosen because of its connection with the M&A database Zephyr, 

meaning that Orbis can provide detailed ownership and subsidiary data. 

Every search query was applied a filter of minimum 100 million USD in revenue in the last 

available year. This was done to have a certain size in the peer groups and to ensure that there was a 

focus on the larger Asian conglomerates that this thesis have used as examples etc. It was also done 

to keep the data sets manageable as the number of companies would increase exponentially as the 

100 million USD figure was lowered. 

 

As mostly listed companies remained through the search filters, many of the top holding companies 

was left out as they are often not public. It is the practice to have a below operating entity, which 

then owns all the subsidiaries, and should be a very close proxy of the topmost holding company. 

 

NACE is an international standard for classifying industries (similar to SIC), recognized worldwide 

and developed by the EU and other institutions (European commision, 2019). It was also the 

industry classifications which was the most used in Orbis, returning the most results. 

NACE was therefore found to be the most relevant way of classifying industries, and it was also the 

industry classifying code that returned the most matches in Orbis. 

The main way of identifying conglomerates is trough NACE codes. If a company covers more than 

2 NACE categories, it is considered a conglomerate. This is also the procedure in other studies of 

conglomerates, such as (Davis, Diekmann, & Tinsley, 1994). 

 

As previously mentioned, financial companies are not to be included as they rarely provide useable 

accounting information. Financial and insurance companies are also removed from the S&P500 

index, as they do not provide traditional financial statements. 
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4.1.3.1 Conglomerates 

The process for selecting the companies was the same for India and South Korea to maintain 

comparability. Using Orbis’ search query the following 8 search filters was applied: 

Step Search filter 
# companies 

India 

# companies 

South Korea 

1 Active companies 250,158,331 250,158,331 

2 Country 1,368,262 1,506,090 

3 Number of subsidiaries between 1-∞ 48,042 12,936 

4 Revenue more than $100 million USD 2,023 1,949 

5 P&L statement available 2,019 1,949 

6 Corporate entity type 1,816 1,765 

7 Secondary NACE code 460 237 

 

1. The company must be active 

2. The country must be India/South Korea 

3. The company must have more than 1 subsidiary to ensure that it can be a conglomerate 

4. The revenue must be more than $100 million USD in the latest available year 

5. The company must have an available profit and loss statement to ensure sufficient data for 

analysis 

6. The entity type must be corporate to filter out any financial companies, insurance 

companies, pensions funds and private equity funds. This does not filter if any non-

corporate companies are owned as subsidiaries.  

7. The company must have a secondary NACE code.  

 

The data was then downloaded into Microsoft Excel for further refinement. Orbis’ search filters are 

only able to check for availability of data, not specific criteria. The following filters was therefore 

applied manually in Microsoft Excel: 

Step Search filter 
# companies 

India 

# companies 

South Korea 

8 Operates in more than 2 NACE code areas 184 60 

9 Financial data available from 2013-2018 29 54 
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8. The company must operate within more than 2 NACE code areas. 

9. There must be available financial data from 2013-2018. 

 

These search filters and criteria’s left a final group of 29 Indian conglomerates and 54 South 

Korean conglomerates. 

 

4.1.3.2 Pure plays 

The process for selecting the companies was the same for India and South Korea, again, to maintain 

comparability. Using Orbis’ search query the following search filters was applied: 

Step Search filter 
# companies 

India 

# companies 

South Korea 

1 Active companies 250,158,331 250,158,331 

2 Country 1,368,262 1,506,090 

3 Revenue more than $100 million USD 3,201 4,054 

4 P&L statement available 3,189 4,046 

5 Corporate entity type 2,913 3,685 

 

The data was then downloaded into Microsoft Excel for further refinement. Orbis’ search filters are 

only able to check for availability of data, not specific criteria. The following filters was therefore 

applied manually in Microsoft Excel: 

Step Search filter 
# companies 

India 

# companies 

South Korea 

6 Does not operate within more than 1 NACE code area 492 866 

7 Company are not a subsidiary of a conglomerate 52 440 

 

These search filters and criteria’s left a final group of 52 Indian companies and 440 South Korean 

companies.   
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4.1.4 Possible errors in the data collection 

In this performance study, there has exclusively been used quantitively data. As to improve 

understanding and to mitigate any concerns, using a quantitative data set, warrants a discussion of 

potential problems with the collected data sets. With every data set that have several criteria’s to 

fulfill, there will be data points left out. These data point that are left out, will create a discrepancy 

between the true results and the results that the actual data set will show. Besides the data collection 

and the above described search filters, there have also been a lot of manual manipulation further 

allowing for manual mistakes into the data. These manual mistakes are to be considered as minimal, 

as relatively large end data sets are archived, meaning that a single mistake would not make a large 

difference.   

Another source of errors is in the statistical methods used in this study. This has been minimized by 

using well known parameters from within finance, as well as using comparison factors that the 

studies from the literature review also used.  

 

The strict demand for size and data availability in the below search filters have resulted in a large 

share of listed companies, as listed companies have much more comprehensive public information. 

more 

 

A possible source for errors could be that some subsidiaries of conglomerates was included in the 

conglomerate samples. This may occur if the subsidiary is large enough to act as its own 

conglomerate. However, these large subsidiaries can be seen as a proxy for the conglomerate and 

can therefore be considered noise instead of errors. 

Another possible source for errors arises if only parts of the conglomerate are listed or have public 

available accounts. This means that the full conglomerate is not considered, which may skew the 

numbers. One could image a situation where only the most successful parts of the conglomerate 

became listed. Again, these large subsidiaries can be seen as a proxy for the conglomerate and 

should therefore be considered noise instead of errors. 
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4.1.5 Descriptive statistics on each data set 

Below is selected descriptive statistics that informs on the number, age, scope and size of the 

included companies in each data set. Below numbers are in million USD.  

 

 

 India South Korea    

 Congl. Pure plays Congl. Pure plays S&P500 

Number of listed/unlisted 27/2 45/7 54/0 92/348 500/0 

Average 2018 revenue $5.635 $3.279 $3.887 $691 $23.234 

Average 2018 EBITDA $379 $248 $197 $61 $3.007 

 

Top primary industries for Indian conglomerates: 

1. Manufacture of chemicals and chemical products 

2. Manufacture of basic metals 

3. Manufacture of motor vehicles, trailers and semi-trailers 

4. Manufacture of food products 

5. Civil engineering 

 

Top primary industries for South Korean conglomerates: 

1. Construction of buildings 

2. Manufacture of food products 

3. Manufacture of computer, electronic and optical products 

4. Manufacture of basic pharmaceutical products and pharmaceutical preparations 

5. Manufacture of wearing apparel 

 

From the total revenue of the conglomerates, it can be deducted that some of the largest 

conglomerates from each country are not included in the samples. This is due to above mentioned 

fact, that more often than not, the main company are not public and therefore has no available data 

for the period.  
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4.1.6 Factors of comparability 

The below section describes which factors that are compared between the peer groups, to assess the 

conglomerates performance.  

Within mergers and acquisitions and valuation, growth and profitability are the primary focus 

through measures such as revenue, EBITDA and cash flows (Plenborg, Kinserdal, & Petersen, 

2017). In credit rating, balance sheet items, debt and calculated indicators is primarily the focus 

(Plenborg, Kinserdal, & Petersen, 2017).  

The selected comparability factors for this study, are kept consistent in both comparisons, to 

maintain an overall cohesion and comparability of different groups in the study. 

As it can be seen from the descriptive statistics in section 4.1.4, the peer groups vary in size, 

especially between the conglomerates and the S&P500 index. To mitigate this, mostly ratios and 

percentages are used, instead of numerical figures. 

The growth percentages for 2013 cannot be calculated as 2 years are needed for a growth figure. 

Below are the factors of comparability used in this performance study, grouped according to 

category: 

• Scope and valuation             

o Number of employees (growth %)  

o Number of subsidiaries (growth %)    

o Enterprise value/EBITDA 

• Growth            

o Sales growth   

o Net profit growth 

• Profitability            

o EBITDA margin % 

§ Calculated as EBITDA divided by revenue  

o Cash flow conversion %  

§ Calculated as cash flow before tax divided by revenue  

• Debt               

o Solvency ratio %  

§ Calculated as Profit/loss after tax divided by liabilities   

o Gearing %  

§ Calculated as total debt divided by total equity  
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4.2 Asian conglomerates vs. S&P500 stock index 

Below is the comparison of the conglomerates from India and South Korea against the S&P500 

index, using the factors of comparability from section 4.1.6.       

 

4.2.1 Scope and valuation 

 
Source: (Orbis, 2019) and authors own compilation        

Note: Employee data not available for South Korea, for both the conglomerates and the S&P500 

index. The reason for this is unknown. 

 

From 2014 to 2016 the conglomerates had a large growth in the number of employees, which then 

tapers off in 2017 and 2018. Indian conglomerates saw a large decline in the number of employees 

in 2017 which also correlates with the increase in profitability seen in section 4.2.2 and 4.2.3. The 

S&P500 have a much lower and more steady growth in employee numbers, which also correlates 

with lower growth in revenue and profits. Another explanation is that the companies in the S&P500 

are more mature and operates in industries where growth are not as dependent on manpower. 
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Analyzing EV/EBITDA values, the Indian conglomerates have the highest valuation, implying 

optimism about the future. The South Korean conglomerates had higher valuations than the 

S&P500 in 2014 and 2015, however that changed from 2016-2018, ending on similar EV/EBITDA 

ratios in 2018. This implies an optimism about the future for the South Korean conglomerates, 

when having in mind the below growth and profitability measurements.   

To better understand the size of the conglomerates, the average number of subsidiaries have been 

calculated and is shown below for 2018:  

 

Peer group Avg. number of subsidiaries 

India 25 

South Korea 45 

S&P500 541 

 Source: (Orbis, 2019) and authors own compilation  

 

The S&P500 have a lot more subsidiaries on average. When looking in to the data it appears that 

the US companies included in the S&P500 uses subsidiaries in a different way than the 

conglomerates. For example, retail companies can use a single subsidiary for a single retail location. 

The conglomerates included are more high level, in the sense that even though they may also own 

retail locations, this figure does not include subsidiaries of subsidiaries. So the owner of several 

retail location subsidiaries would only count as one subsidiary. 
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4.2.2 Growth 

 
Source: (Orbis, 2019) and authors own compilation  

Note: CAGR not included as it does not present well when numbers go from negative to positive. 

2014 figure not available for South Korea. This graph is slightly skewed by the large growth rate by 

South Korean conglomerates in 2017. 

 

In 2014 and 2015 both groups of conglomerates saw a decline in revenue but bettered in 2016 and 

Indian conglomerates saw double digit growth rates in 2017 and 2018. South Korean conglomerates 

had a 22,3% revenue growth in 2017 but did not see any growth in 2018. The S&P index saw lower 

revenue growth in 2017 but delivered a steadier revenue growth than South Korean conglomerates. 

In 2014 and 2015 the S&P500 index performed better than the conglomerates and overall achieved 

a revenue growth CAGR of 5,5%, almost double that of Indian conglomerates and more than 2% 

better than South Korean conglomerates.        

Indian conglomerates had decent growth in profits in 2014 and 2016. In 2015 growth was stagnant. 

In 2017 Indian conglomerates saw a double-digit growth rate, only to see a massive setback in 

2018, as did the South Korean conglomerates. However, the S&P500 index had positive growth in 
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profits from 2016 to 2018. South Korean conglomerates saw massive growth in 2016 and 2017, 

with slow growth in 2015.  

 

4.2.3 Profitability 

 
Source: (Orbis, 2019) and authors own compilation 

 

The S&P500 index achieved much higher EBITDA margins that the conglomerates, doubling that 

of the Indian conglomerates and more than tripling that of the South Korean conglomerates across 

the analyzed period. All three peer groups had very stable EBITDA margins across the period, 

implying that variations in revenue is the overall determinator for profits. 

The same applies to the cash flow conversion, where the S&P500 index again posted much better 

numbers across the periods. The cash flow conversion tracks the EBITDA margin closely in all 

three peer groups.      

South Korean conglomerates had the lowest EBITDA margins across the period, implying that the 

South Korean conglomerates operates in lower margin industries or a more competitive 

environment, than the Indian conglomerates. However, competition must be considered high in the 
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margins, implying that the South Korean conglomerates may have been slow to move into high 

margin business areas and the areas where they operate have had diminishing EBITDA margins 

before the analyzed period. The Indian conglomerates have a higher EBITDA margin, implying that 

the business areas they operate in are still profitable and may not have fully matured yet. 

 

4.2.4 Debt 

 
Source: (Orbis, 2019) and authors own compilation 

 

The conglomerates have higher solvency ratios than the S&P500 index, which is positive in the 

sense that they are less likely to default on their debt. This also shows in the gearing ratio where the 

S&P500 index have the highest ratio across the periods, followed by the South Korean 

conglomerates. Both of these peer groups have average gearing ratios above 100%, meaning they 

have more debt than equity. This could be a sign that these companies have a higher credit score, 

with their creditors therefore allowing them to carry more debt. It could also mean than the 

companies in the S&P500 index and the South Korean conglomerates have better access to capital 

in their more developed economy or that they use more external capital. The lower gearing ratio of 
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the Indian conglomerates could point to the internal capital market, where they have access to 

capital inside of the conglomerate and not having to rely on external debt.  

 

 

4.3 Asian conglomerates vs. pure plays 

Below is the comparison of the conglomerates from India and South Korea against pure play 

companies from India and South Korea. Again, the analysis is done using the factors of 

comparability from section 4.1.6.      

 

4.3.1 Scope and valuation 

 
Source: (Orbis, 2019) and authors own compilation       

Note: Employee data not available for South Korea, for both the conglomerates and pure play 

companies. The reason for this is unknown. 

The Indian conglomerates have almost double the number of employees from 2013 to 2015, after 

which the gap between the two groups starts to narrow. In 2017 the Indian pure play companies 

actually has more employees than the Indian conglomerates. 
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Looking into the EV/EBITDA value, Indian conglomerates have higher valuations that their pure 

play counterparts, especially in the latter part of the analyzed period, suggesting that analysts are 

optimistic about the future for the conglomerates. The opposite is true for the South Korean 

conglomerates, which have lower valuations that their pure play counterparts implying lower 

expectations for the future. 

 

4.3.2 Growth 

 
Source: (Orbis, 2019) and authors own compilation        

Note: CAGR not included as it does not present well when numbers go from negative to positive. 

2014 figure not available for South Korea. 

 

The South Korean pure play companies beat the South Korean conglomerates in revenue growth 

every year observed, except for 2017 where the South Korean conglomerates had double-digit 

growth. The Indian pure plays underperformed the Indian conglomerates from throughout the whole 

period, also in the beginning of the observed period where growth was negative.  
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4.3.3 Profitability 

 
Source: (Orbis, 2019) and authors own compilation 

The Indian pure play companies had significantly higher EBITDA margins than its conglomerate 

counterpart throughout the whole period. The South Korean conglomerates had a higher EBITDA 

margin than the South Korean pure plays in the period. The situation is the same when analyzing 

the cash flow conversion both for Indian and South Korean peer groups. 
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4.3.4 Debt 

 
Source: (Orbis, 2019) and authors own compilation 

Generally, the pure play companies have lower solvency ratios than their conglomerate 

counterparts. This is the case throughout the whole period. The South Korean conglomerates have a 

slightly higher gearing than the South Korean pure plays, possibly due them taking advantage of a 

better credit rating or trying to achieve similar growth as the pure plays, funded by debt. On the 

other side, the Indian pure plays have a significantly higher gearing than their conglomerate 

counterparts. Again, this could be due to the conglomerates taking advantage of the internal capital 

market. 
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4.4 Summary of performance study results 

The comparison to the S&P500 index revealed that the conglomerates sporadically showed good 

numbers compared to the S&P500 index, but less consistent and with more extremes. South Korean 

conglomerates generally performed the worst within revenue and profit growth, indicating that they 

might operate within business areas with a tapped potential and increasing competition. It also 

shows that they may have been slow in addressing these issues, as the companies in the S&P500 

index seems to thrive just fine in their competitive markets. Indian conglomerates generally 

performed best within the profitability and debt measurement, possibly indicating that their business 

areas have yet to see an increase in competition, driving profits down. The debt ratios also confirm 

that the Indian conglomerates may use internal capital markets to finance their operations, as they 

by far, had the lowest gearing ratios in the peer group.  

The Indian conglomerates had a much higher valuation than the S&P500, meaning that investors 

believe in future positive results for the Indian conglomerates. 

 

The comparison to the respective pure play companies revealed that the Indian conglomerates had 

larger growth from 2016 an onwards, while the South Korean pure plays had better growth rates 

throughout the whole period. However, the South Korean conglomerates had better profitability 

than their pure play counterparts, while the opposite was the case for the Indian conglomerates. 

The debt ratios again confirmed that the Indian conglomerates successfully could be taking 

advantage of the internal capital market, as they again had the lowest debt to equity ratio. 

 

Overall, the performance study revealed that South Korean conglomerates are subject to the more 

mature economy that they operate in, meaning lower profitability and lower expectations for future 

growth. 

There is no evidence that the conglomerates significantly outperformed the other peer groups 

consistently. Actually, the opposite seems to be the case, with the Indian pure plays outperforming 

the Indian conglomerates and the S&P500 index outperforming both conglomerate groups. 

However, there is some evidence pointing towards Indian conglomerates taking advantage of their 

internal capital market. The Indian conglomerates had a higher valuation than both pure play 

companies and the S&P500, implying optimism about the future of Indian conglomerates. 
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4.5 Possible further developments of this study 

Asian conglomerates are an unexplored area within the conglomerate area, opening the choices 

made before entering into a study, up to a range of possibilities within data variables, theory and 

study design.  To develop the performance study further, more countries could be added from the 

peer group defined in section 14.1. Especially Indonesia and Malaysia are interesting due to their 

economic growth and emerging economies.  Another further study could be to enlarge the sample 

sizes of both conglomerates and pure plays, especially focusing on including more of the largest 

conglomerates, as they possible can perform different than smaller conglomerates and to assess if 

size makes a difference. 

Possible further figures that could be added, if the data was available, are specified income 

statement posts. It would be interesting to have a breakdown of operating expenses, i.e. 

administration costs, SG&A or staff costs. Benchmarked against the peer groups, this could 

possibly reveal if the conglomerates had excessive layers of management or excessive costs related 

to such areas. 

Breakdown of income statement posts such as revenue breakdowns, could be interest in terms of 

analyzing how much the conglomerates export as a % share of revenue. It could be helpful to see 

the trend in export development, in regard to section 5.3 of this thesis, when assessing whether the 

Asian conglomerates will mix further in with western markets. 

ownership involvement with western world 

Another hypothesis around the conglomerate’s diversification could also be included. Interesting 

examples could be in analyzing the variability of the combined conglomerate income stream and 

possibly use this data to analyze if the conglomerates diversification helped them through the 

financial crisis. 

Further developments could also be done with the pure play companies, dividing them into the 

sectors where the conglomerates operate, to see if there is a conglomerate premium to operating in 

an industry. Although the extent of the possible further developments seems large, it should be 

noted that there are very few processes that must be included in a study of Asian conglomerates. 

This opens up to a range of possibilities and interesting developments. This can also be seen in the 

existing literature where there are several different approaches to analyze the Asian conglomerates. 
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5. The future for Asian conglomerates 
 

This chapter sets out to answer the latter part of the problem statement, if the conglomerates of Asia 

will suffer the same fate as the western conglomerates. To answer this, there will be a discussion of 

the factors mentioned in section 2.2, the factors that effectively made the conglomerate structure 

unattractive in the west and led to the conglomerate split ups previously mentioned. 

This chapter will also discuss the factors that are specific to the Asian countries, that possibly gives 

the Asian markets a different dynamic that can help the Asian conglomerates to keep on thriving. 

 

As it was also seen with the western conglomerates in chapter 2, when conglomerates across a 

country are producing double digit growth rates, criticizing them can be difficult. When 

conglomerates deliver immense growth, employment, tax revenue and even, as seen often in India, 

quality of life improvements to the population, that can mask a lot of bad things within the 

conglomerates. 

It is difficult to pinpoint what could possible threaten a conglomerate that are delivering on the 

above-mentioned areas. When everything is growing at an immense pace 

And it is exactly in this immense growth period that the conglomerate really thrives, being able to 

finance entries into new, previously unexplored areas of business.  

 

However, history has taught us that conglomerates have some built in flaws that must be considered 

when evaluating the conglomerates future. As seen in section 2.2, many of the conglomerate’s 

advantages can quickly turn into disadvantages, hence the speed of which the western 

conglomerates turned from good to bad. As with the western conglomerates, the better the 

advantage the worse of a disadvantage it can become. 

The Asian conglomerates must therefore really consider in which areas the push forward as large 

conglomerate structure also comes with a lot of pitfalls. 

The Asian conglomerates must fight the force factors, that brought the western conglomerates 

down. They must keep stock market analysts happy by investing in investor relations and corporate 

governance, to avoid a conglomerate discount. This could possibly mean drastic measures such as 

rethinking the ownership structure (Bain & Company, 2018). 
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The conglomerates have a built-in dualism. When assessing the conglomerates, each subsidiary or 

stand-alone business can be looked at by its own operational and strategic results. But they also 

have another factor always impacting them. The family group have their own set of desires for the 

strategy of the conglomerate, internal capital movement and the synergies they want to see. When 

that is said, having a family vs. a regular executive management group poses its own set of 

problems. The family have their own internal dynamics with following stability issues, need for 

power and pride. This adds several dimensions that must be taken into account when assessing the 

conglomerates. 

 

The conglomerates also have to make sure their management evolved as the conglomerates have to 

make increasingly more difficult business decisions. The management should be capable and 

experienced enough to make decision that may not have been done in the conglomerate before, 

making rational decisions that are best for the conglomerate. 

It seems inevitably that the family structure must be reevaluated as there becomes stricter demands 

to the management skills. As the Asian markets evolve, and the competition increases there, 

maintaining the leadership position in a industry, will take more managerial and strategic focus than 

the conglomerates have ever tried using before (Bain & Company, 2018).  But the family structure 

also contributions to some important areas for the Asian conglomerates, such as connections and 

power towards the government and other institutions. To the Asian conglomerates credit, they have 

been improving their management structure, such as the creating of “group centers” as mentioned in 

section 3.5.5. Management in the successful western conglomerates are very strict, perhaps even 

stricter than the most efficient and profit maximizing companies (Shulman, 2017), because it is an 

absolute necessity for the conglomerate structure to work in a modern world (Shulman, 2017). The 

Asian conglomerates needs to incorporate this into the potentially dangerous and irrational family 

management structure.  

 

 

The conglomerates also have to deal with an increase in the competitiveness of their markets, that 

can be expected when the Indian and southeast Asian markets mature. As previously explained, the 

conglomerates have enjoyed a relatively easy competitive situation and there is no way of 

predicting exactly how they are going to react to an increase in competition. Worst case scenario is 
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that they have become bureaucratic, “dinosaurs” as (Bain & Company, 2018) have described, and 

therefore will be to slow to react to a change in the competitive situation.  

 

Even though this thesis has not put a lot of focus on China, because of the large government 

involvement there, it is worth mentioning here as an example of the extreme.  

If the Chinese government for some reason develops an animosity towards the Chinese 

conglomerates, they could effectively ban or strongly impair the conglomerates very quickly as 

there isn’t any protection or democratic process to go through first. This may be an extreme 

example, but it is not difficult to image the Chinese government disliking the conglomerates huge 

power and government like influence. 

 

5.1 Government involvement  

As previously mentioned, the government involvement in the economy is hugely important for the 

conglomerates and a main factor in their competitive advantage and thus in their success going 

forward. The conglomerates rely heavily on the government to supply them with contracts from city 

planning to utilities. 

 

All things equal, there is no reason to not believe that the will the governments keep supporting the 

conglomerates. The questions are, as outside pressure grows and the conglomerates performance 

may decline, how far will the governments go to keep the conglomerate above water, beyond 

reason. There is also the question if the conglomerates are too big to fail, from the governments 

perspective. 

As discussed several times in the above chapters, the immense government involvement creates a 

business environment that is very different from the western world. 

The following two sections are about the government making or maintaining laws and regulations, 

that can protect the conglomerates status and place in the economy. 

 

5.1.1 Anti-trust laws 
It might be that some local government may use regulatory force to control businesses, but as seen 

in chapter 2 the United states also did that in the 1960s. The lesson from this is that the 

governments will try to do what they believe is best for their countries but will ultimately learn the 
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same lessons which again will contribute to an alignment of the now very different conglomerate 

dissemination. 

However, it does not seem that the Asian countries have developed far enough economically to 

really focus on anti-trust laws, neither do they seem to have a similar political climate to institutions 

such as the EU (Porter J. , 2019). 

 

Even though the resources on this is sparse, the Asian countries seem to make progress in fighting 

corruption. Even though all business activity should follow every legal practice, the conglomerates 

have undoubtably benefitted from the prominent corruption as they have the connections and size to 

make an impact on the government. 

 

5.1.2 Protectionism 

Protectionism is very widespread in the Asian countries. India especially have the largest average 

tariff rates of any major country, of around 15% (Ping Chan, 2019) India also have strict rules in 

place, to ensure that foreign companies cannot enter the Indian market without having a joint 

venture in place with an Indian company. The Indian government actually put caps on foreign direct 

investments to the country, meaning that many industries cannot have more than 50% of total 

investments coming from foreign countries (Shah, 2017). This was exemplified when Apple tried to 

open retail stores in India, and after many legal battles settled on a deal where they agreed to open a 

factory and development plant in India and was then allowed to also open retail stores (Shah, 2017). 

This shields the conglomerates from foreign competition, although artificially, allowing them to 

continue their operations even though it may not be market efficient. 

The above is an example of the type of government involvement that can really keep the 

conglomerates thriving, because it fits well with the whole conglomerate structure. If a 

conglomerate need investment into an industry, but they cannot get it from foreign entities because 

of the foreign direct investment cap, they can possibly use their internal capital market.  

Also due to the conglomerates having so many subsidiaries in different industries, there are 

evidence that the conglomerates uses internal resources first, thus eliminating foreign or other 

competitive companies from doing trade with these conglomerates. This of course limits the free 

trade, when intercompany relations become more important that e.g. prices (Jancer, 2016). 
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5.2 Growth 

In today’s Asian economies, it could be argued that the conglomerates enjoy supernormal profit 

levels because of the above-mentioned relationships with the respective governments. As it was 

also shown in the history section on the Asian conglomerates, they have enjoyed massive growth in 

the past 20 years. The above performance study did not show consistently great performance from 

the conglomerates in terms of growth, but both India and South Korea had years of double-digit 

growth in revenue or profitability. With years of double-digit growth, the conglomerates may be 

able to mask a lot of bad things and remove focus from some of the challenges they are facing. 

High growth can also mask some of the previously mentioned disadvantages for the conglomerates, 

such as excessive management costs. However, it is a possibility that profits, and growth converge 

to “normal levels” for the conglomerates as the performance study already have started to show. 

When this eventually happens, the shareholders and society around the conglomerates will look at 

them with a much more critical view. 

 

The future growth also depends on if the Asian countries will follow similar development paths of 

western countries or if there is something structural, that makes the Asian economies fundamentally 

different that in the western world.   

 

5.2.1 Regional economic growth 

This chapter will also focus on the places where the Asian conglomerates struggles. Apart from the 

disadvantages already being mentioned in section 2.2, there are a lot of specific obstacles that the 

Asian conglomerates have to overcome in order to continue their success and growth. This chapter 

will also asses how these obstacles can develop and whether there are enough obstacles in the 

horizon that the Asian conglomerates can suffer the same fate as the western conglomerates did in 

the 1990s and 2000s. 

 

These Asian countries still have a huge growth potential in the growing population and emerging 

middle class. In a growth climate like this, the conglomerates previously could do no wrong and did 

not have to look very far to archive growth (Yoo, Smit, & Hirt, 2013). This growth climate will by 

all research continue in the southeastern Asian countries as well as India (Bain & Company, 2018) 
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and continue to provide growth opportunities for the conglomerates. However, it is important that 

the conglomerate stay ready to evolve and deliver on the more consumer facing products, as the 

growth areas will eventually move out of heavy industries and infrastructure (Bartzokas, 2006). 

 

From 2014 India surpasses China as the world’s fastest growing major economy (Bain & Company, 

2018). Southeast Asia is forecasted to pick up the pace going from 2019, increasing their growth 

rate, with a forecasted annual growth rate until 2023 of 5.2% (OECD, 2019). The growth potential 

in the economy is defiantly there, is just a matter of the Asian conglomerates finding a way to 

benefit from it. 

 

5.2.2 Maturing of the economy 

Maturing of the economy is a topic frequently discussed in the studies on Asian conglomerates. It 

was also mentioned in the history section on western conglomerates, as one of the reasons that 

conglomerates went out of fashion as heavy industry and infrastructure, which are typical 

conglomerate heavy industries, became decreasing parts of the economy. 

Maturing of the economy means that the economy moves onwards from the industrialization stage, 

with decreasing parts of the economy taken up by industry, production and natural resources 

(Bartzokas, 2006). As the economy of the Asian countries eventually matures, the conglomerates 

need to adapt. Asian conglomerates will see a decline in their traditional industries and will be 

forced to move into more consumer and technology-based industries. These industries might not 

react well to the traditional conglomerate way of doing business and they will defiantly be harder 

for the conglomerates to possess in the same way they do with heavy industries now.  

The scope of this maturing of the economy is obviously a long-time frame and it will not happen 

overnight. But the conglomerates need to prepare for it and get an early foothold within the new 

industries. 

 

As history have showed us, there is a great resemblance between the state of the US and western 

European economies in the post war era, and the new emerging Asian economies from around 10 

years ago. Ultimately, if we assume relatively free markets, the Asian economies will be subject to 

the same forces as the western economies was, pushing the Asian economies in a similar direction. 

Again, assuming free markets, the Asian conglomerates will be subject to many of the same forces 

that brought the western conglomerates down. 
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When the economy matures, it is assumed that the free markets will create a more level playing 

field and essentially strip the conglomerates from many of the advantages they currently hold. The 

premium for having access to an internal capital market for example, will decrease in value 

(Manikandan, Ramachandran, & Pant, 2013). 

Corporate governance and legal processes will eventually become stronger, as will the markets 

become advances with new market agents. Many of the advantages for the conglomerates like the 

internal capital market and the possible diversification, is based on the market not being completely 

free and efficient. However, in matured countries like South Korea, where the markets are arguably 

more efficient, the conglomerates have not disappeared (Manikandan, Ramachandran, & Pant, 

2013). This implies that it is possible for Asian conglomerates to find other competitive advantages 

and that advantages like the government involvement may be more important for the Asian 

conglomerates than the traditional conglomerate advantages as mentioned is chapter 2 

(Manikandan, Ramachandran, & Pant, 2013). However, it will take several decades for the Asian 

countries to develop truly free markets, so the conclusion to whether the Indian and Southeast Asian 

conglomerates can exist within free markets will have to be seen. 

 

The stereotypical business areas that the conglomerates generally have thrived within, due to their 

size and the high capital requirements, are generally the ones being affected negatively when the 

economy matures (Manikandan, Ramachandran, & Pant, 2013). It is also areas where government 

involvement is highest (Manikandan, Ramachandran, & Pant, 2013). As the economy evolves 

towards a more mature stage, other business areas will push forward. Industries supplying a 

growing middle class and larger income households, within i.e. consumer facing goods are will be 

more prevalent. The Asian conglomerates will have to move into these areas, put extra focus on 

their core subsidiaries or suffer a decline. 

Shrinking the gap between the type of subsidiaries in the conglomerate are also an important step to 

realizing synergies. It is much easier to use the conglomerate advantage of synergies between 

subsidiaries, so a further focus of the Asian conglomerates portfolio of companies seems inevitable 

(Shulman, 2017). Even though they may become more successful from this, it may look as they are 

shrinking from an outside perspective. 
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Following the South Korean example, the Indian and southeast Asian conglomerates needs to keep 

finding new sources of growth. The Asian conglomerates must go beyond their current methods of 

greatly relying on the government for new business opportunities. But by saying the must go 

beyond, it is also implied that they keep getting growth opportunities from the government, but also 

create their own opportunities in a more similar way, as to what western companies do. 

A possibility for this growth can come through mergers and acquisitions, which can be a great 

source for new technology as well as brands, where the Asian conglomerates are lacking. 

 

The Asian conglomerates also need to look into international expansion, when domestic growth 

opportunities dry up. It is an absolute need that international growth is considered, because if the 

Asian conglomerates do not go into the world and try to keep the international competitors at check, 

they will come into the Asian markets even stronger. The Asian conglomerates can also learn 

valuable lessons about the competitive situation in other countries, that can prepare them for the 

eventual rise in competitiveness in their home markets.  

 

5.3 Asian conglomerates mixing with western markets 

So far, the Asian conglomerates involvement have very limited involvement with the western 

markets (Bain & Company, 2018). Research within marketing suggests that Asian conglomerates 

are not as good as building brands as western companies (Yoo, Smit, & Hirt, 2013). The brand from 

Asian conglomerates that are known in the western world, is either acquired by the Asian 

conglomerates through M&A (as Tata buying Jaguar/Land rover, section 3.2.2.1) or it is tech 

brands like Alibaba, who are not even in the top 20 Chinese conglomerates (Yoo, Smit, & Hirt, 

2013). 

 

In the above sections a lot of factors have been described that protects the conglomerate and their 

markets from outside competition. This might suggest that the conglomerates are better off by 

staying local, where they can enjoy the backing of their government. Research suggest that 

conglomerates may lose their competitive advantages when entering the western markets (Ray, 

2016) and they are better off by staying local and taking advantage of their government connections 

(Bain & Company, 2018). (Bain & Company, 2018) suggest that the Asian conglomerates only start 
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to pursue foreign growth when their home markets are saturated and when the conglomerates have 

thrived in a domestic free market setting, to prove themselves ready for global expansion. 

Historically, Asian conglomerates have not had success with global expansions, simply because 

they were not ready or because they tried to go global with several business units at a time (Bain & 

Company, 2018). For now, it seems that the Asian conglomerates are protected from a huge inflow 

of western companies in their countries. However, as the Asian economies grow and the middle 

class evolves, there is going to be a huge demand for western lifestyle and products. This will mean 

that western companies will have a huge incentive to enter these markets and challenge the 

conglomerates. As the Asian economies with the exception of South Korea can be characterized as 

emerging markets, they are obvious targets for western, multinational companies to enter into. With 

India’s huge, growing middle class, there is going to be immense pressure from western companies 

to tap into this market. Luckily for the Asian conglomerates, their respective government practice a 

great deal of protectionism as described in section 5.1.2. For South Korea, the mature economy, 

there have already been a large influx of western companies, but South Korean conglomerates have 

enjoyed massive success in exporting goods like technology products and automotive (Bartzokas, 

2006). 
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6. Conclusion 
 

Western conglomerates, with their immense growth on the back of a developing Europe and USA, 

have historically painted a line to follow for the Asian conglomerates. However, the Asian 

conglomerates are not subject to all of the same outside forces as the western conglomerates were. 

There is no doubt that the conglomerate corporate structure is currently the preferred and most 

dominating structure for large corporations in the Asian countries, and for the past 15 to 20 years, 

the Asian conglomerate have enjoyed many benefits that gave them a large advantage compared to 

the pure play companies. The conglomerates were given easy access to opportunities, specifically 

within heavy industry, natural resources and utilities. Growth in these industries was fueled by the 

growing population in the Asian countries and their demand for basic amenities. This helped build 

the foundation for most of the Asian conglomerates. The conglomerates also had better opportunity 

to work around regulation and using their internal capital market when the external capital markets 

in the Asian countries was not sufficient. 

The Asian conglomerates have enjoyed more than 20 years of immense growth and a huge increase 

in size. They now make up for the major part of the Asian economies and almost every single large 

company in the Asian countries are a conglomerate. They are greatly respected by the population 

and their respective governments. They have become integrated parts of their nations overall 

economic development plans. As southeast Asian and India still are very much in the process of 

heavy industrialization, the conglomerates should enjoy a continued favorable position within 

infrastructure and heavy industries. These industries fit the conglomerates really well, as they are 

capital heavy and have large government involvement in distributing opportunities. The 

governments involvement with the Asian conglomerates are expected to continue and should 

provide for business opportunities specific for the conglomerates for many years to come. 

Conglomerates are a valuable piece in the puzzle for the Asian countries to maintain growth and 

development. It seems that the Asian governments would rather make sure that the infrastructure 

project and majority of government spending goes towards the conglomerates than to foreign 

companies. Therefore, the corruption, slack anti-trust laws and protectionism will only act as a 

protection for the conglomerates longevity. However, the conglomerates should stay on their feet 

and not sit back just because they have secured a steady revenue stream from the government, in 

order to being able to stand on their own feet when that time comes. If profits converge to a more 
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normal level the conglomerates should be ready to be under more scrutiny as their problems will 

become more visible without growth and profitability. 

The Asian conglomerates are at a turning point, where they should keep improving on their 

competitive advantages or move away from the conglomerate structure. Fortunately for the Asian 

conglomerates, there still seems to be great opportunities within their main industries and there 

probably will be for the next decades. The business climate in the Asian countries are shaped by the 

Asian conglomerates and size, scope as well as power of the conglomerate often means more than 

profits or effectiveness.  

Due to the protectionist nature of the Asian governments, it does not seem that the threat from 

western companies are overwhelming, which is great news for the Asian conglomerates. On the 

other hand, the conglomerates do not seem to be in a great position for entering western markets, as 

they will not have their competitive advantages from their home markets and are generally not great 

at building brands. 

  

If we return to the western conglomerates that have proven to outperform their peers, the keys to 

their success is described as: “adherence to strict criteria when choosing businesses for their 

portfolios and the rigor and consistency with which they apply their core operating principles.” 

(Shulman, 2017). This is very similar to the recommendation that (Bain & Company, 2018) makes 

for the Asian conglomerates continued success, implying that the Asian conglomerates are starting 

to become subject to several of the same force factors as the western conglomerates are today. 

 

The conglomerates of India and South Korea, investigated in the performance study, did not 

perform significantly better than their peer groups and the benchmark. Actually, they performed 

worse in several measures. The performance study confirmed that South Korean conglomerates are 

operating in a mature economy, meaning lower profitability and lower expectations for future 

growth than the benchmark S&P500 index.  

Indian pure plays outperformed the Indian conglomerates and the S&P500 index outperformed both 

conglomerate groups throughout the analyzed period, indicating that the Asian conglomerates 

success have declined in the analyzed period. 

However, there is some evidence pointing towards Indian conglomerates taking advantage of their 

internal capital market, by operating with significantly lower gearing ratios than the benchmark and 

Indian pure play companies. The Indian conglomerates had a higher valuation than both pure play 
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companies and the S&P500, implying optimism about the future of Indian conglomerates. This was 

not the case for South Korean conglomerates. 

 

The Asian conglomerates must isolate and develop their parenting advantage. The conglomerates 

must assess how the conglomerate structure can add value to every subsidiary and continue to build 

on these strengths. As history of the western economies have taught us, it is immensely important 

that the Asian conglomerates evolve alongside their respective economies, to avoid being left 

behind. When the Asian economies matures the conglomerates will see a decline in their 

competitive advantages and their future therefore depends if they can develop new competitive 

advantages. The Asian conglomerates evolvement in management indicates that the conglomerates 

have a healthy portion of self-awareness. The Asian conglomerates must continue to develop their 

executive management and only have family members in leading positions if they follow a rational 

decision-making process. There are several dangerous temptations when the family pride comes 

first, such as expanding into new, unproven markets when the conglomerates competitive advantage 

most often, lies within their home region. The Asian conglomerates need to stay within the 

industries that underlie the Asian countries economic development and be careful in weighing the 

opportunities of entering into new business or focus on building stronger positions in their existing 

businesses. The Asian conglomerates stand poor chances in a global expansion, as they struggle 

with creating strong brands. They should also think twice about starting export adventures, as they 

will not have the same protectionism and competitive advantages as they do in their home markets. 

 
They must not abandon all their conglomerate characteristics, as there are more advantages than 

disadvantages. They should not strive to become stream lined and efficient single industry 

companies. They have gained huge advantages due to their size and relations and they must develop 

these, as it is their competitive advantage in a changing competitive landscape. However, only those 

conglomerates that are ready to change, will survive as the Asian economies mature. There is a 

clear difference between South Korea, as a mature economy and the Indian and Southeast Asian 

economies. South Korea have strong examples of conglomerates doing what is described above, 

evolving with the economy of the country. Learning from a mature economy such as South Korea, 

it becomes evident that the conglomerates there enjoys a very different position that the 

conglomerates of the west ever did. This points to a different conglomerate culture and this culture 

will protect the conglomerates from such as downfall as the western conglomerates, in the 

foreseeable future. 
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List of abbreviations and glossary 
 

EBITDA Earnings before interest, tax, depreciation, amortization 

EV Enterprise value 

MDF Multi-divisional firm 

SOTP Sum-of-the-parts valuation method 

Pure plays Companies that only focus on one industry with a limited integrated supply chain 

KPI  Key performance indicator 

M&A Mergers and acquisitions  


