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BEVERAGE INDUSTRY

Coke faces industry headwinds
Slumping profit shows ambitious
plans may need to be scaled back.
By Leon Stafford
lstafford@ajc.com

When business seemed
brighter for Coca-Cola four
years ago, the company
launched an ambitious “20 /
20 Vision” plan that pledged
to double revenue in 10 years.
But after declining sales
in 2013 led to a fourth-quar-

ter and full-year earnings
slump last week — a rare double whammy for the Atlanta
beverage giant — some question whether Coke needs to
be more focused on stemming
decline than chasing lofty
growth goals.
It’s a question Coca-Cola is
likely to hear a lot this year.
Like others in the beverage in-

Muhtar Kent is chief executive
officer of Coca-Cola Co.

dustry, especially those whose
core product is soda, the company faces increasing headwinds.
Archrival Pepsi, for in-

stance, reported earlier this
month that fourth quarter
earnings were up 3 percent in
its Americas food division, but
dropped 2 percent on its beverage side. The news reignited
calls by some shareholders for
the company to spin off beverages into a separate company.
Meanwhile, when Coca-Cola reported last week that fullyear profit fell 5 percent and
revenue 2 percent in 2013,
company Chairman and Chief
Executive Officer Muhtar Kent
termed the troubles “a speed

bump.”
But the results follow a
long, slow slide in sales of
Coke’s core products — carbonated drinks — it its flagship
market of North America.
And they prompted Coke to
also announce it will redirect
$1 billion over the next two
years into unspecified marketing gambits.
The root problem is an ongoing decrease in the consumption of sugary drinks in
Coca-Cola continued on D4
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Unions
look to
small
battles
After Chattanooga VW
defeat, Ga. organizers
find modest targets.
By Michael E. Kanell
mkanell@ajc.com

so has its own problems. It
is more than a year behind
schedule, mired in multiple
lawsuits, and hundreds of millions of dollars over budget.
“We know the schedule
has slipped,” said Bill Edge,
spokesman for the Georgia
Public Service Commission,
which regulates utilities. Regulatory filings from December
showed the project was costing almost $740 million more
than expected. One reactor
was expected to be completed in late 2017 and the other
in late 2018, more than a year
and a half behind schedule.
An update from Georgia Power is due this week.
Georgia Power and its construction contractors have
filed multiple lawsuits against
each other over the delays and
costs.
Meanwhile, industrywatchers are nervous about
another cutting-edge,
multibillion-dollar power

Just more than a week ago,
United Auto Workers suffered
a bitter and unexpected defeat.
The union’s quest to represent employees at a Volkswagen plant just across the state
line, in Chattanooga, ended
in a 712-626 vote against organizing.
What some hoped would
be a first step in unionizing
a string of auto plants – and
many other workplaces as well
– became a public relations
mess: The union was voted
down, even though Volkswagen management did not oppose the effort.
Southern unions should be
used to the disappointment.
Union membership in
America has dropped from
nearly half the workforce in
the early 1950s to barely 11
percent now. The numbers are
even more stark in the South.
Here in Georgia, labor organizers are now looking to a series of much-smaller battles
as they hope to advance the
union cause. Instead of aiming
at a few big factories, they will
focus on more modest targets,
for instance, workers in hospitality or health care.
Organizers had long coveted the region’s string of nonunion, foreign-owned auto
plants, and banked on reversing the labor unions slide with
some bold moves. The Volkswagen plant was supposed to
be the first, huge domino.
“The results of the election at VW take away momentum that the UAW was hoping
to use in additional organizing
efforts in the South,” said Phil
LaPorte, director emeritus of

Nuclear continued on D5
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Construction crews work on the spot where a new nuclear reactor will be built at Plant Vogtle near Augusta. The U.S. Department of Energy’s
guarantees on $6.5 billion in loans will lower ﬁnancing costs on the $14 billion project JOHN BAZEMORE / AP 2012 FILE

Vogtle navigates rip tides
Plant gets federal
backing for loan.
Two new reactors
part of plan to power
1.5 million homes.
By Russell Grantham
rgrantham@ajc.com
and Greg Bluestein
gbluestein@ajc.com

Four years after it gave the
initial go-ahead, the federal
government signed the dotted
line last week on loan subsidies for the expansion of Georgia’s Vogtle nuclear power
plant near Augusta.
The U.S. Department of Energy’s guarantees on $6.5 billion in loans, signed Thursday
by Energy Secretary Ernest
Moniz, will lower financing
costs on the $14 billion project, the nation’s first new nuclear power project to be licensed since the Three Mile Is-

land nuclear accident in 1979.
A $1.8 billion loan guarantee to another partner in the
plant, MEAG, is still in the
works.
“This plant will be the economic engine for the state of
Georgia,” said Georgia Power chief executive Paul Bowers last week at the Vogtle site.
“We are proud to be the first
utility to restart the nuclear
renaissance here in America.”
Georgia Power, the project
manager for a group of utilities, started prep work back in
2009. It says it is well on the

way to completing the state’s
largest construction project,
which is expected to generate
enough electricity to supply
1.5 million homes.
The project will add two
more advanced reactors at the
site, where two nuclear units
have run since the late 1980s.
It was supposed to be a watershed moment for revitalization of the nuclear industry,
but plunging natural gas prices and stalled efforts to curb
carbon emissions changed the
equation.
The new reactor project al-

‘There is uncertainty there, but
so far I’d say (Georgia Power has)
done a fairly good job.’
Andrew Pusateri
A utilities analyst for Edward Jones

5 QUESTIONS FOR THE BOSS LESSONS LEARNED BY GEORGIA’S TOP EXECUTIVES

Cox Enterprises CEO: ‘You can’t sit behind a desk’
By Henry Unger
hunger@ajc.com

After 37 years at Cox Enterprises, John Dyer began running Georgia’s largest private
company last month.
Starting out auditing the
books in 1977, Dyer rose
through the ranks to gain increasing financial responsibilities before switching over to
the operations side of Cox’s
biggest business — cable. Experience with the numbers, as
well as how things work in the
field, helped propel Dyer, 59,
into the CEO job.

John Dyer, a 37-year veteran of
Cox, is CEO of Georgia’s largest
private company.

With about $16 billion in annual revenue and more than
50,000 employees, Cox operates in three major industries — cable and broadband

(Cox Communications), auto
(Manheim vehicle auctions
and the AutoTrader online
marketplace) and media (Cox
Media Group, which runs TV
and radio stations, and newspapers, including this one).
Dyer, a Georgia native,
talks about what he learned
at the bargaining table of the
mergers and acquisitions that
helped Cox grow. He also discusses his view of the recently
announced blockbuster combination of Comcast and Time
Warner Cable, which will likely have about five times the
number of cable customers as

Cox does when the deal closes. And he recalls a key mistake early in his career he
hopes never to repeat.

Q: What early experience

helped shape who you are?
A: I grew up on a farm down
in Newnan. You get up early,
work hard, go to bed early and
then get up and do it again.
My parents insisted that I go
to college. But there weren’t a
lot of role models.
One summer in my junior
year of high school, my dad
5 Questions continued on D4
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Each Sunday, the AJC
brings you insights from
metro Atlanta’s leaders and
entrepreneurs. Business editor
Henry Unger’s“5 Questions for
the Boss”reveals the lessons
learned by CEOs of the area’s
major companies. The column
alternates with business editor
Matt Kempner’s“Secrets
of Success,“which shares
the vision and realities of
entrepreneurs.
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the Labor Studies Program at
Georgia State University.
In Georgia, 4.4 percent of
employees – just 171,000 workers – are in unions, although
the number has recently ticked
up, according to the Bureau of
Labor Statistics.
Recent unionization successes include the Atlanta Medical
Center, the South Fulton Medical Center and the cafeteria
workers at Clark Atlanta University and Agnes Scott College, said Harris Raynor, southern region director for the Service Employees International
Union.
Whatever the slope of the
field, the contest is increasingly
going to be fought in places like
Georgia, he said. “I don’t think
our union can succeed without
organizing the South.”
That means that unions must
keep doing what they’ve been
doing, said Ben Speight, organizing director for Teamsters
Local 728. “The lesson is, although organizing in the South
is difficult, it is not impossible.”
The Teamsters have long represented drivers at UPS, which
accounts for more than half its
7,400 members in the state.
The largest current campaign
is the attempt to organize more
than 1,500 truck drivers at the
port of Savannah.
And in the past year, Local
728 won the right to represent
about 400 DeKalb County sanitation workers, 25 drivers at
Iron Mountain Inc. in Duluth
and 30 drivers at the O’Reilly
Auto Parts distribution center
in Forest Park, among others,
he said.
“Workers keep calling us,
wanting help in getting job security, better safety, improvements in benefits and wages,”
Speight said.
For decades, manufacturing
was the meat-and-potatoes of
union membership. That started changing as factories began
moving overseas to cheap, nonunion venues – taking the jobs

5 Questions
continued from D1

put me in the hay loft at the top
of the barn. It had to be 130 degrees and I was stacking up hay
bales.
That was a great lesson. It
was hard work — and not work
that I wanted to spend my life
doing. The notion of going to
college and getting a degree
was reinforced.

Q: So you went to the Uni-

versity of West Georgia?
What happened?
A: I went there with the goal of
being an attorney. I had seen
enough to know that local attorneys were well respected in
small towns.
Two years into college, my
guidance counselor told me my
grades weren’t good enough
to get into law school. Then
during the summer and fall,
I stayed out of school for two
quarters and worked in construction. One of the jobs was
with a wheelbarrow and concrete. Like the hay loft (experience), I realized I didn’t want to
work construction.
I went back to school and
my grades improved dramatically. I had to find something I
could use and that took me to
accounting.

Q: After graduating, you got

a job that involved managing
experienced workers. What
did you learn?
A: I was in the accounts payable department of a manufacturer. Part of my job was to

Coca-Cola
continued from D1

North America. As Americans
become more concerned about
their expanding waistlines,
messages from health officials
and others who cite soda as a
culprit have had an effect.
Sales of diet sodas, often
seen as an alternative for the
calorie-conscious, have fared
even worse after questions
were raised about negative
long-term effects of sugar substitutes.
Meanwhile, the beverage
market has become more fragmented, giving consumers a
wider array of choices, from energy and sports drinks to specialty juices, teas and water.
Coke leaders point out that
there is plenty of good news.
Global volume rose 2 percent
for the full year of 2013 and 1
percent for the fourth quarter.
Volume for water, juices and

Employees at the Volkswagen plant in Chattanooga, Tenn., voted in a
three-day election on whether to be represented by the United Auto
Workers union. They voted no. ASSOCIATED PRESS

United Auto Workers President Bob King speaks to the media after
workers at a Volkswagen factory voted 712-626 against union representation at the Chattanooga, Tenn., plant. ERIK SCHELZIG / AP

along.
The unions still have many
manufacturing members. But
the American labor movement is now disproportionately
made up of government workers, along with those in service
jobs, from nurses to grocery
store clerks.
Georgia once had three
unionized auto plants. But the
Ford and two General Motors
factories are closed and the only auto plant in Georgia now is
non-union Kia near West Point,
which opened in late 2009.
Among neighbors, Alabama
has three plants: MercedesBenz, Honda and Hyundai.
South Carolina has BMW. Besides VW, Tennessee has a GM
and a Nissan plant.
Organizers are at a disadvantage trying to unionize the
newer plants, said Kim Hill,
research director at the Center for Automotive Research.
“Unions first came about because conditions were so abysmal for workers. But nobody’s

being mistreated at these
plants.”
Still organizers have started
a low-level effort at unionizing
the Mercedes-Benz plant south
of Birmingham.
“They just can’t give up on
Mercedes,” said Steven Suflas, partner at New Jerseybased Ballard Spahr in the Labor and Employment Group.
“They have built the machinery
to mount a campaign at some
of the automakers in the South.
I don’t see them disassembling
that machinery and going back
to Detroit.”
If there is hope for the
unions in big manufacturing,
the German-based companies
may hold it.
More than Japanese or Korean corporations, German companies are accustomed to working with strong unions, said
Martin Richenhagen, president
and chief executive officer of
Duluth-based AGCO and also
chairman of the German-American Chamber of Commerce.

manage three women who had
been manually cutting checks
for between 25 and 40 years.
I asked them if there was
something I could do to help
them with their jobs.
They said, “You go do your
job and we’ll do our jobs.”
You learn to respect the fact
that people are enormously proficient. They didn’t need
managing.
Later on in my career, I
learned more about this from
a mentor. He was a guy who
knew when to encourage and
when to demand or expect.
That’s real talent.

the hell you were.”
As much as a cold bucket of
water that was, it told me something. You can’t sit behind a
desk.
I thought “wow,” what a
wonderful lesson. I was so out
of touch with what was going
on. In leadership, you have to
be talking to your people. They
have to know who you are.

Q: You were involved in the

operations on the financial
side, but after several years
you got the chance to broaden your experience by working as an operations executive. Then you left Cox to become a regional manager for
Times Mirror’s cable operations. What did you learn?
A: I became a regional manager in New England and learned
a ton.
One of the most profoundly impacting things occurred
in northwestern Massachusetts
during a union election at one
of the locations.
I went to see these people. We hadn’t done the right
things. We were well behind on
employee reviews, so we were
well behind on pay raises.
During an employee meeting
I asked, “Why didn’t you come
and tell me” before going to the
union?
“Pardon me,” one woman
said, “but I didn’t know who

deal that sold Times Mirror
Cable to Cox, as well as many
other deals. What did you
learn?
A: I’ve been involved in countless mergers and acquisitions
on the buying, selling and
swapping side.
Dealmaking is understanding what the other party wants
and finding a way to deliver
as much of that as you can to
them. It’s not a zero-sum game.
It’s got to work for us and it’s
got to work for the other party.
I learned something important when we spent $8.5 billion
in 2004 to buy the portion of
Cox Communications we didn’t
already own and take the entire
company private.
At that time, there was another company we could have
invested the same amount of
money in and gotten bigger. Or
we could have used that money and bought the rest of Cox
Communications, a company
that we knew extremely well.
(CEO) Jim Kennedy made the
decision that he would much
rather buy the rest of something he knew very well than to
buy all of something that was a
fixer-upper and we didn’t know

teas also rose in North America.
And despite the drop in soda consumption stateside, Coke
sold nearly 100 million unit cases worldwide last year. The 20⁄20
Vision, they said, is in tact.
The company remains hugely profitable. Though profit slipped, Coke still racked up
$8.6 billion last year.
“While 2013 was an unusual and challenging year, it has
certainly not deterred us from
our commitment to our 2020
Vision,” Kent said during a call
with analysts. “Many economies around the world remain
volatile in 2013, developed markets are slowly starting to recover from this turbulent time,
and consumer expenditures remain moderated.”
But the company faced problems abroad too. A new sugar
tax in Mexico has slowed sales
and given a preview of things
to come if similar legislation is
approved in the United States.
Economic turmoil in southern

Europe and slowing growth in
Brazil last year also posed challenges.
“We believe there remains a
high level of skepticism regarding volume growth, the impact
of taxes in Mexico and the overall health of the Diet Coke/Coke
Light franchises,” SunTrust
analyst Bill Chappell wrote in
notes titled “2014 Rebound Not
As Easy As It Looked.”
And CLSA analyst Caroline
Levy said in notes Tuesday she
expects volume growth will decline further in 2014 with currency and tax increases taking
a toll.
“We reiterate our underperform rating on Coke, as we do
not believe relative valuation
has sufficiently improved to offset the challenges it faces,” she
wrote.
Late last year, Coca-Cola reorganized its top brass.
In March of 2013, the company said it laid off about 750 U.S.
workers to streamline opera-

Q: You joined Cox’s cable

German companies see
unions as a way to improve
communication, efficiency and
ultimately company performance, Richenhagen said. “I
believe it is very important for
management to listen to their
people, and this is a structured
way to do it.”
“Where (the unions) are
strong, they can be a little difficult. But you can be sure that,
after you talk with them, they
can make things happen.”
For decades, the South has
promoted itself as an environment with low labor costs and
laws that empower companies
and hamper union power. Officials in Georgia and other states
have argued that the approach
has spurred job growth – and
clearly many companies moving to the region have cited the
pro-business climate.
Bill Cartmill, a member of
Steelworkers local 486 in Winder at the Johns Mansville fiber
glass plant, said he sees the advantages of a union in his paycheck, his savings for retirement, his job safety and the stability of his position.
“The union makes a big difference. Benefits, retirement,
stability – there was about a
ten-year period when there was
such low turnover nobody was
hired.”

Yes, union members make
more, agreed Michael Strain, an
economist and resident scholar at the conservative American Enterprise Institute. But he
argued that the larger effect is
negative, dampening economic growth.
“There’s also a lot of reason
to believe that unions also lower the wages of non-unionized
firms,” he said. “By forcing a
firm to pay more money, they
are going to have fewer workers. And when there are more
workers looking for work, that
puts pressure on wages to go
down.”
Yet Jared Bernstein, senior
economist at the liberal Center for Budget and Policy Priorities, said the evidence is that
unions force even non-union
employers to raise wages and
benefits,.
He pegged the decline of
unions to the problems of many
middle class and blue-collar
Americans.
“The economy is doing fine
except for the people in it,” he
said. “One of the most important missing ingredients for a
good, robust, growing economy is good, quality jobs. And
that has a lot to do with the diminished bargaining power of
workers throughout the economy.”

well — no matter how much due
diligence we did.

of the above.
We are comfortable in our
position in the industry. We
have great markets. There are
plenty of opportunities in adjacent industries related to what
we do today.
As far as that specific merger,
there will be one big player but
the rest of the industry will be
of similar size.
Also, it’s way too early in the
regulatory process to know if
we will (pick up additional cable markets as a result of the
deal).

Bonus questions
Q: How has Cox benefited

from being a privately held
company? Please give an example.
A: There is no business that
hasn’t been impacted by the Internet. There have been huge
changes in classified advertising (a key source of newspaper revenue). Smart people
here saw the industry dynamics
changing and said, “Let’s compete with ourselves.” That led
to the birth of AutoTrader (an
online marketplace for car buyers and sellers) in 1997.
If we were a public company, it would have seemed silly
to the analysts at that time. We
have an enormous luxury of being a private company. We get
to do what is right over a long
period of time. It doesn’t have
to be (geared to) quarterly results. We built AutoTrader patiently and slowly.
Cox is never going to be in
position where they’re not in
control, at least in a significant
way.

Q: But being private can also mean being smaller. For
example, Comcast is buying
Time Warner Cable in a $45
billion deal that will create
a more powerful industry
leader. How are you going to
respond? In the future, are
you going to be a consolidator or one of the consolidated?
A: I think you can be C — none

tions three years after absorbing its largest bottler, Coca-Cola
Enterprises.
The $1 billion in “redirected”
money for marketing promises
further internal changes.
On Thursday, Chief Financial
Office and Executive Vice President Gary Fayard announced
he would retire in May after 20
years at the company.
“Coke’s decision to increase
advertising and marketing is a
good one,” said John Sicher, editor and publisher of industry
publication Beverage Digest.
“Coke and the industry face
growth challenges. More and
better marketing is not the entire answer but it is part of the
answer.”
The company also pledged to
be more innovative, with Kent
citing Coca-Cola’s recent purchase of a 10 percent stake in
Green Mountain Coffee Roasters. That deal is expected to
help Coca-Cola allow its products to be made at home, a new

Q: What’s your best career

advice?
A: If you’re young, find a mentor, someone who can help
identify what’s important to
you and who understands the
firm that you’re with.
For mid-career people, be
patient. It is at that point when
you’re growing and will have
lots of opportunities. Jumping
at the first opportunity, while it
might seem to be the best thing
to do, isn’t necessarily the best
for you.
For CEOs, I guess I’m still
learning what it takes to be successful. You’re responsible for
those first two groups and for
making sure that leaders in
your firm are developing and
have opportunities.
Also, keep your ego in check
and let people know who you
are.
Dyer’s remarks for edited for length
and clarity.

market created by upstart Soda Stream.
Kent said there won’t be any
quick fixes.
“There is no doubt that the
lingering effects of the global
recession in 2009 have created
a challenging environment over
the last few years,” he said in
prepared remarks to analysts.
“In addition, obesity and ingredient concerns have raised
some questions about growth
in developed markets.
The CEO said Coke has still
“consistently delivered” on
profit goals and won’t be distracted in search of shortterm gains. “Instead,” he said,
“we have thoroughly evaluated what we need to do to accelerate sustainable growth and
we’re acting with urgency and
decisiveness.”

