
CASE STUDY – DEAL MAKINGA Joint Venture Advisory Firm

PRESSURE TESTING DEAL CONCEPT IN POTENTIAL EMERGING MARKET JV  

HIGH-LEVEL TRANSACTION STRUCTURES
Control and ownership across value chain  

Option 1:
Full Joint Venture  

Option 2:
Limited Joint Venture

Option 3:
Franchise (with option to escalate)

Various derivatives of 
this option possible 

Local Partner majority-
or wholly-owned 
Effectively jointly-owned 
and controlled 
Company majority- or 
wholly-owned 

High-level transaction structures 

• US Retailer 
• Looking to enter a high potential emerging 

market with a local partner

THE CLIENT

• All relevant assets managed under 
single in-country holding company 
structure; governed as a 50-50 JV 

• Company and Partner have equity 
interests in all parts of the business 
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• Company retains 100% (or majority) 
control over certain parts of the value 
chain (where regulation allows)

• Local Partner majority ownership 
limited  to traditional retail front-end 

• Potential for Local Partner to gain /  

• Company franchises brand and 
traditional retail concept to Local 
Partner ; provides core operating 
processes and IT systems 

• Exclusive franchise for 5 years 
within specified geographies and 
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Basic 
description

market  with a local partner

• Identified, and in preliminary discussions 
with, target partner

• Wanted to have a detailed understanding of 
f d d l t t b f t i i t

THE NEED
Summary of key deal 
questions and options  

KEY QUESTIONS AND OPTIONS FOR STRUCTURING DEAL

g
increase interest in other parts of 
business based on performance, etc.

p g g p
formats  

• Separate JVs established for Real 
Estate Development business  (to 
own and develop properties) 
– Equity investment of $700M in 

development and ownership of 30-
40 stores over  4-6 years

– Both partners have option to 
reduce ownership after Year 6 –
either via IPO or transfer of shares 
to partner/third party

• Company owns:
– 74% of Real Estate Development JV, 

which owns all store assets (and 
controls site selection)

– 100% Cash & Carry business 
(business also supplies  Retail JV)

– 24% of Traditional Retail JV (w/ 
option to increase as regs allows; 
cannot sell tobacco if a JV)

– 0-74% of other in-store retail concepts 
(e.g., PFS, clinics) [clinic business 
requires $2.5 M capex]

• Company likely needed to provide 
start-up / working capital loans  

• Traditional franchise economic 
structure – franchise fee + % of 
revenues 

• Local partner may contract to 
Company for select parts of 
operations and training 

• Path to joint venture and/or direct 
equity stake in Local Partner  
depending on performance and 
other market conditions (e.g., FDI

Key features 

BACK-OFFICE 
FUNCTIONS 

FRONT-LINE RETAIL  
FUNCTIONS 

ASSESSMENT OF OPERATING CONTROL  

preferred deal structure before entering into 
serious negotiation with partner 

• Asked us to generate a slate of 3-4 discreet 
deal options along key parameters – e.g., 
scope, business system, economic model, 
evolution

Analysis of where 
Company needs control 

1. What is the geographic scope of the 
venture?

2. What other retail formats are 
included in the initial concept 
beyond [core US retail model]?

3. What is the initial high-level 

A. National scope – [full emerging market]
B. 8 major cities only - Company may pursue separate 

partnership for second-tier markets 
C. Xxxxxx – xxxx 

A. Personal finance / in-store banking – xxxxx
B. Health clinics – (assuming pharmacy included in 

traditional retail stores)

A. Franchise arrangement – xxxxx

Key questions Options 

Scope 

Structure 
equ es $ 5 cape ]

• Company provides technical services 
and IP under strict arrangements

other market conditions (e.g., FDI 
ownership regulations)  

Clear control 
We perform the 
function or make 
the decision : our 
people, our 
processes, our 
decisions  

Strong shaper 
We have at least 
joint control – and 
activity consistent 
with our global 
processes 

Close visibility
Clear management 
level visibility into 
performance of the 
function, but we do 
not need to perform 
the work or run on 
our processes

Hands-off 
Okay for partner to 
perform + manage: 
exceptions / issues 
elevated through 
governance 
structure /audits to 
resolve

Very high Moderate to low Level of operating control

• Collected and pressure tested deal inputs/ 
boundary conditions – e.g., sources of 
value, partner aspirations, regulatory 
constraints, “gaps” in the business system

OUR SOLUTION
transaction structure? 

4. Within the retail business, what 
capability gaps do we have (vs. 
partner brings vs. need to contract 

t t thi d ti i l l k t)?

B. Retail front-end only JV – Company owns other pieces 
of the retail value chain – e.g., warehousing and 
distribution, property management, banking / personal 
finance 

C. Full-business JV – all elements of the local business 
inside single JV management company; with multi-year 
licensing and technical services agreement with 
Company  

D. Mix-and-match JV -
E. Equity position in local partner – xxx 
A. xxx– xxxxx
B. Xxxx – xxxx 

Human 
Resources 

Finance • Appointment of 
external auditors 

• Right to trigger 
financial review of 
JV business  

• …

• Hiring of CFO and 
VP-Merchandising

• FCPA Compliance 
training of JV 
managers  

• …

• Selection of VP-
Human Resources

• … 

• Compliance with 
local labor laws 
(discrimination, 
termination rights) 

• Staffing levels for 
retail operations 

• Wage structure and 
recruiting processes 
for non-managerial 
staff (e.g., front-line 
retail)

• Compliance with 
US GAAP 
accounting 
standards 

• …

• General accounting 
record keeping

• Filing of tax and 
other statutory 
reports

• …

• Inventory and 
payables 
management

• Local service 
provider contract 
administration

, g p y
• Outlined a range of 3 deal options based on 

key deal parameters and critical questions –
e.g., what is in the venture vs. done by 
parents, functions and activities where 
control is imperative

• Developed criteria for assessing each option 
f

out to third parties in local market)?

5. What is the evolution path of  the 
venture over next 3-5 years?

A. xxx– xxxxx
B. Xxxx – xxxx 

Information 
Technology

• Overall IT systems 
design and key 
systems (data 
warehouse and 
analysis of customer 
information, SCM)

• Management of 
loss prevention, 
optimization of 
warehousing and 
transportation 

• Application support 
and network 
maintenance 
(outsourced to IT 
service provider)

• Choice of 
accounting 
software (e.g., 
Tally vs. 
Peachtree)

– e.g., feasibility, total economics to both 
parents
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