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Welcome to PwC’s US retail and consumer (R&C) deals 
insights for the first quarter 2014. Deal activity in the retail 
and consumer sector remained fairly consistent in volume 
but decreased in value during Q1-2014 compared to Q1-
2013.  The lower value is misleading as prior year included 
the mega deal of Berkshire Hathaway & 3G Capital Partners 
/ HJ Heinz and the 2014 pipeline for deals remains strong. 
Q1-2014 boasted five deals with a transaction value over $1 
billion (comparable to the six deals in Q1-2013).  Consumer 
sentiment and core retail trade sales remain largely positive, 
but the rate of improvement has slowed. Nonetheless, 
preliminary estimates for April reveal consumer sentiment is 
poised for improvement in Q2-2014 as consumer spending 
trends strengthened.  In addition, corporate cash balances 
and the private equity dry powder (funds available for 
investment) remain near all time high levels and low debt 
financing costs should contribute to continued deal activity 
in the sector.  We expect the fundamentals around deals and 
IPOs to remain strong in 2014. 

Additionally, as we have mentioned in our 2013 year in review 
publication, there are five megatrends shaping the world 
economy: accelerating urbanization, demographic shifts, 
climate change and resource scarcity, shifts in global 
economic power, and technological breakthroughs.¹  PwC’s 
17th annual global CEO survey reveals most retail and 
consumer goods CEOs see a need to change their strategies 
around M&A, joint ventures, or strategic alliances in order to 
capitalize on two or three global trends they believe will most 
transform their business over the next five years, but relatively 
few have gotten started. Just 18% of retail CEOs say a change 
program is underway or completed, compared to 24% of their 
consumer goods peers, possibly suggesting further mergers 
and acquisitions on the horizon.² 

Quarter in review

 Actual transaction value is down slightly, but up 
significantly excluding the HJ Heinz deal from 
prior year:  For deals >$50 million, total transaction 
value of $39.3  billion was down 14% from the $46.0 
billion in Q1-2013 primarily due to the $28.0 billion 
Berkshire Hathaway & 3G Capital Partners / HJ Heinz 
deal. Excluding the Heinz deal, the value of Q1-2014 
deals would be up 119% compared to Q1-2013.  This is a 
significant improvement primarily due to several other 
significant multi-billion transactions.  On a sequential 
basis, deal value was up 8% from Q4-2013.  

 Average deal volume: Thirty-four deals were announced 
for the quarter with >$50 million in value, fairly consistent 
with Q1-2013 but down 26% from Q4-2013.  Quarterly deal 
volume has averaged 38 deals since Q1-2012.   

 Private equity in retail remained strong: Private 
equity activity remained strong, and as expected, a retail 
transaction represented the largest private equity deal in 
the quarter – the proposed $8.5 billion acquisition of 
Safeway Inc. by an investor group led by Cerberus Capital 
Management (“Cerberus”). For announced deals >$50 
million in value, private equity volume as a percentage of 
total deal volume was 24%, down from 28% in Q4-2013, 
and down from 37% in Q1-2013.  Private equity value as a 
percentage of total deal value was 30%, up from 12% in 
Q4-2013, but down from 77% in Q1-2013.  The decrease 
from Q1-2013 is attributable to the HJ Heinz deal. 

 Large deals dominated by the food and beverage 
sector: Q1-2014 had five transactions exceeding $1.0 
billion, with more than half aligned to the food and 
beverage sector (including alcohol).  The largest deal was 
the proposed $13.9 billion acquisition of Beam Inc. by 
Suntory Holdings, followed by the proposed $8.5 billion 
acquisition of Safeway by an investor group led by 
Cerberus, and the proposed $5.8 billion acquisition of 
Oriental Brewery Co by Anheuser-Busch Inbev.  In 
comparison, Q1-2013 had six deals exceeding $1.0 
billion, where as Q4-2013 had nine.  

 R&C IPO activity  moderates after a strong finish 
to FY2013: R&C IPO activity slowed in Q1-2014 after 
coming off a strong performance in 2013, particularly in 
Q4-2013 which had 14 IPOs raising $5.6 billion. Q1-2014 
saw six IPOs price for total proceeds of $1.5 billion, 
compared to four IPOs raising $1.3 billion in Q1-2013. 
The decrease from Q4-2013 was not unexpected as the 
R&C IPO pipeline was at its lowest at the end of FY2013 
in comparison to the rest of the fiscal year.  Excluding Q4-
2013 performance, Q1-2014 was relatively consistent with 
the performance seen over the other quarters in 2013.

Deal volume was average; however, several large multi-
billion dollar deals led to strong quarterly comparisons.  
IPO activity was moderate. 

R&C deals > $50M by volume and total value

Source: PwC analysis of Thomson Reuters data
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Consumer sentiment index

Source: Thomson Reuters/University of Michigan surveys of consumers
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Consumer indicators

Consumer sentiment edged slightly downward by the end 
of Q1-2014, but remains well above prior year, Q1-2013.  
The Thomson Reuters/University of Michigan Consumer 
Sentiment Index which was 80.0 at March 2014, down 
slightly from February’s 81.6 and January’s 81.2, and just 
above last March’s 78.6.  The three month moving average 
increased to 80.9, up from 76.9 in December 2013, but 
remains lower than the peak levels seen in the summer of 
2013.   The relatively flat consumer sentiment over the last 
three months is a little surprising given that many of the 
challenges from 2013 are behind us.  For example, the 
federal budget has been passed, the debt ceiling has been 
raised, a near-term government shutdown is unlikely and 
consumers view their personal finances more favorably. 
However, one mitigating factor may be caution with regard 
to the housing market.  Consumers have voiced their 
concerns about the housing market recovery, while 
rebounding, the pace of improvement has slowed. 

Quarterly core retail sales (which excludes auto-, gasoline-, 
and building material-sales) had a marginal decrease of 
0.1% from Q4-2013, and increased 2.7% compared to prior 
year, Q1-2013. The slight decrease from Q4-2013 was 
primarily due to a 5.0% decrease in sporting goods, hobby, 
book & music stores, and a 1.5% decrease in clothing & 
accessories stores, which were likely slower given the 
tougher comparison of a non-holiday season versus the 
holiday season. The year-over-year increase was driven 
primarily by nonstore retailers (up 6.7%); food service & 
drinking places (up 3.1%); food & beverage stores (up 
3.3%); as well as health and personal care stores (up 4.9%).

The US unemployment rate has remained consistent at 
6.7% compared to Q4-2013 but down from 7.5% compared 
to Q1-2013. Also, the labor force participation rate remains 
very low at 63.2%, which is a rate not experienced since the 
late 1970s. Long-term unemployment, unemployment 
lasting over 27 weeks, is at 3.7 million people (March 
2014), down from 4.7 million at the beginning of 2013, and 
down 110,000 from the prior month (February 2014). 

While there has been progress in unemployment levels, 
retail sales, and the housing market, overall economic 
conditions remain challenging partly because the rate of 
improvement has been slowing and partly because of other 
factors such as constrained fiscal spending. Strategies to 
navigate through these hurdles continue to stay top of 
mind for consumers and businesses. Looking ahead, 
preliminary estimates for April reveal consumer sentiment 
is poised for improvement in Q2-2014 as consumer 
spending trends continue to strengthen. 

Core retail sales

Source: US Department of Commerce
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Consumer indicators were relatively benign for the 
quarter, but preliminary estimates for April reveal 
consumer sentiment may be poised for improvement. 
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Key trends and insights

The retail and consumer sector experienced a strong 
quarter, primarily dominated by two familiar sub-sectors: 
food and beverage (including alcohol) and food and 
beverage retailing.  In addition, other key deals announced 
were consistent with several of the themes we have been 
highlighting over the past few quarters, including private 
equity investment in retail and continued activity in 
nonstore retailing.   

Private equity activity in the retail sector was led by i) the 
Cerberus/Safeway deal for $8.5 billion and ii) an affiliate of 
Apollo’s acquisition of CEC Entertainment, the Texas-
based owner and operator of Chuck E Cheese restaurants 
and entertainment centers for approximately $1.3 billion, 
including the assumption of debt. We expect private equity 
investors to continue to be active in the retail and 
restaurant subsectors.    

Consistent with prior quarters, the trend towards blurring 
the lines of retail and technology companies continues to 
drive deal activity as retailers continue to look at 
acquisition opportunities to more quickly transform their 
businesses and capabilities. Key activity in this area 
included Oriental Trading Co’s agreement to acquire 
SmileMakers; Home Depot’s acquisition of Blinds.com; 
Wal-Mart’s acquisition of Yumprint; Amazon’s acquisition 
of Double Helix Games; and Groupon’s acquisition of 
Ideeli.  We expect to see continued activity in this area as 
investors see opportunity in the space and companies 
continue their attempt to gain a competitive advantage in 
alternative business models and using technology for data 
analytics.

Key announced transactions

Q1-2014 had five transactions greater than $1 billion and 
several other large deals.  Key announced transactions 
during the quarter included:

 Suntory Holdings / Beam: Suntory Holdings Ltd of 
Japan, a majority-owned unit of Kotobuki Realty Co Ltd, 
definitively agreed to acquire Beam Inc, an Illinois-based 
producer and wholesaler of liquor and spirits, for $13.9 
billion (total transaction value of $16 billion including the 
assumption of net debt).

 Cerberus Capital / Safeway: AB Acquisition LLC, a 
special purpose acquisition vehicle created by Cerberus 
Capital Management LP, Kimco Realty Corp, Klaff Realty 
LP, Lubert- Adler Partners Real Estate Funds, and 
Schottenstein Stores Corp, agreed to acquire Safeway, a 
California-based owner and operator of grocery stores, 
for $8.5 billion. 

 Anheuser-Busch Inbev / Oriental Brewery Co: 
Anheuser-Busch Inbev of Belgium agreed to acquire 
Oriental Brewery Co, a Seoul, Korea-based producer of 
beer and liquor, from Kohlberg Kravis Roberts & Co LP 
(50%) and Affinity Equity Partners (HK) Ltd (50%), for 
$5.8 billion.

 Coca-Cola Co / Green Mountain Coffee Roasters: 
Coca-Cola Co acquired a 10.1% stake in Green Mountain 
Coffee Roasters, a Vermont-based producer and 
wholesaler of roasted coffee and maker of the Keurig
single-serving coffee machine, for $1.3 billion.  

 Apollo Global Management / CEC Entertainment:  
Apollo Global Management, through its affiliate, 
acquired CEC Entertainment, the Texas-based owner and 
operator of Chuck E Cheese restaurants and 
entertainment centers, for approximately $1.3 billion, 
including the assumption of debt. 

 Jos A Bank Clothiers / Everest Holdings LLC: Jos 
A Bank Clothiers agreed to acquire Eddie Bauer, a 
Washington-based manufacturer and retailer of sports 
and outerwear & accessories, from Golden Gate Capital 
for $869.6 million. 

Five multibillion dollar deals drove the activity during the 
quarter, anchored by the food and beverage (including 
alcohol) and food and beverage retailing sub-sectors. 



5Q1 2014 update

Cross border activity

Cross border activity increased during Q1-2014 on a 
sequential and year-over-year basis. Cross border activity 
represented 59% of deal volume, higher than the average, 
51%, over the last eight quarters.

Outbound deal activity continues to be more prevalent which 
is also consistent with the trend over the eight quarters. We 
expect this trend to continue as R&C companies look to 
expand into faster-growing international markets to bolster 
stagnant organic growth in their home market and to drive 
growth from an expanding middle class internationally. 
Significant outbound activity included: 

 Outbound: Chiquita Brands International of the US 
agreed to acquire Fyffes Plc, an Ireland-based wholesaler 
of fruits, to form ChiquitaFyffes Plc in a stock swap 
transaction valued at $526 million. 

 Outbound: Tiger Global Brazil LLC, a unit of Tiger 
Global Management LP of the US, planned to acquire an 
18.9% stake of B2W Cia Digital SA, a Brazilian-based 
provider of ecommerce retail services and a unit of Lojas
Americanas, for $500 million.

There was a notable uptick in the value of inbound 
consumer transaction during Q1-2014.  Multiple large 
inbound transactions drove inbound deal value to 
represent 54% of deal value and 86% of cross border deal 
value.  Significant inbound activity included:

 Inbound: Suntory agreed to acquire Beam Inc for $13.9 
billion.

 Inbound: Anheuser-Busch Inbev of Belgium agreed to 
acquire Oriental Brewery Co for $5.8 billion.

 Inbound: Aryzta AG of Switzerland agreed to acquire 
Cloverhill Pastry-Vend LLC, a Chicago-based producer, 
wholesaler, and retailer of baked products for $673 
million. 

According to PwC’s 17th annual global CEO survey, 18% of 
retail and consumer CEOs plan to initiate/complete a cross 
border M&A, JV, or strategic alliance in the coming twelve 
months. Expansion into both growth markets and 
developed markets is of interest. More than a third of 
consumer goods CEOs and approximately a quarter of 
retail CEOs rank China in their top three growth markets, 
but for both sectors, the US is next on the list.  In addition, 
around a quarter of retail CEOs planning transactions have 
their eyes on Western Europe.  For consumer goods CEOs, 
Western Europe ties with North America and Southeast 
Asia as the most important deal region (21% each), 
followed closely by Africa, with 18%.³  

Cross border activity increased this quarter, led by 
several large inbound transactions, confirming the US is 
still an important target region. 

Corporate spin-offs and divestitures

Spin-offs and divestitures remain a key strategy for R&C 
companies looking to the markets to refocus on their core 
business to maximize synergies and return for investors. 
Food and beverage companies have been the most active in 
executing spin-offs and divestitures over the last five years.  

Of the 36 announced spin-offs in the pipeline, eight are 
R&C companies including well-known names such as the 
Red Lobster spin-off from Darden Restaurants, Safeway 
spin of Blackhawk Network Holdings, and the Hertz and 
Hess spin-offs. Sears Holdings completed the spin-off of 
Land’s End in April 2014 and CBS initiated steps as it 
publicly sold 17%-19% of CBS Outdoor America in the first 
quarter and is expected to spin-off the remaining shares 
later in 2014.  Longer term, we believe spin-offs will remain 
a key strategy within the sector especially as an increased 
level of shareholder activism may help spur spin-off 
activity. 

R&C divestitures (excluding spin-offs), as a percentage of 
deal volume, were up slightly to 33% during the quarter 
versus 31% in Q4-2013 and consistent with the average for 
the last eight quarters.  There were several large 
divestitures during the quarter which included: 

 Cloverhill Holdings’ sale of Cloverhill Pastry-Vend LLC, a 
Chicago-based producer, wholesaler, and retailer of 
baked products to Aryzta AG for $673 million. 

 Unisource Worldwide Inc agreed to merge with the 
xpedx assets of International Paper Co, a Memphis-based 
manufacturer and wholesaler of paper products, for an 
estimated $500 million (includes $100 million future 
“earn-out”).  Upon completion, Unisource and 
International Paper shareholders will own 49% and 51% 
of the merged entity respectively.

 Pineridge Group’s planned sale of Pineridge Bakery Inc, a 
Canadean producer and wholesaler of fresh and frozen 
baked goods to Aryzta AG for $340 million. 

 Easton-Bell Sports’ planned divestment of its Easton 
Baseball/Softball business to Bauer Performance Sports 
for $330 million.  Upon completion, the business is to be 
renamed BRG Sports.

We expect to see continued divestiture activity in 2014, 
which is evident by the strong pipeline and recent 
announcement of Procter & Gamble’s agreement to sell 
most of its pet foods brands to Mars for $2.9 billion.  
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R&C IPOs 2011 to Q1 2014

Source: PwC’s IPO Watch

IPOs

R&C IPO activity slowed in the first quarter of 2014 after 
coming off a strong performance in 2013 where there were 
14 IPOs raising $5.6 billion in Q4, but showing an increase 
both in volume and value to the comparative quarter. Q1-
2014 saw 6 offerings price for total proceeds of $1.5 billion, 
compared to $1.3 billion from 4 offerings in the 
comparative period.  The linear decrease from Q4-2013 was 
not unexpected as the R&C IPO pipeline was at its lowest as 
of the end of FY2013  in comparison to the rest of the fiscal 
year (7 companies on file seeking proceeds of $1.6 billion).  
Excluding Q4-2013 performance, Q1-2014 is relatively 
consistent with the performance seen over the other 
quarters in 2013 R&C IPOs.

In terms of the broader equity markets, R&C was the 
second lowest performing sector in both volume and 
proceeds in 2014 (broader IPO markets more than doubled 
in the number of IPOs and proceeds raised were up 41% 
quarter over quarter).  Although R&C IPOs are trailing the  
broader IPO markets, the moderation in performance is 
expected to be temporary as evidenced by some high-
profile companies whom have already prices, or are 
expected to price in the second quarter (including La 
Quinta, Papa Murphy’s, Zoe’s Kitchen, and Grubhub). 

The overall IPO market was punctuated by a strong start 
and finish to the quarter with a lull in activity from 
February through late March (1 IPO priced in this time).  
As we continue to emphasize,  “IPO windows” provide 
companies the opportunity to approach the equity markets
if they are ready and prepared at the right time.  January
experienced 50% of the volume and 39% of the proceeds

($598 million) for R&C IPOs in the quarter with another 
two IPOs in the last week of March bringing in $864 
million of the quarter proceeds.  The CBS Outdoor America 
IPO was the largest in the quarter with proceeds of $560 
million in the final days of March. In Q1-2014 IPO average 
deal size was at its lowest since 2012 at $257 million 
average deal size compared to FY2013 with an average deal 
size of $356 million and Q1-2013 average deal size of $324 
million (FY2012 average deal size was $86 million). This 
trend is comparable with the overall broader IPO markets 
as we see smaller companies coming to the markets.  
Further impacting this is many of the companies are 
financial sponsor backed where the sponsors are not 
exiting their investment at the IPO date but sell more later 
in follow on offerings which typically are larger in size.

Pipeline

The R&C pipeline is the strongest the sector has seen since 
the JOBS Act took effect in April 2012 (the Act allows 
Emerging Growth Companies (EGCs) to file confidentially 
with the SEC). The pipeline, defined as companies that 
have publicly filed with the SEC in the last 12 months, has 
16 companies on file expecting to raise $4.7 billion; with 11 
companies filing their initial public forms in the first 
quarter of 2014.  This bodes well for activity expected in the 
second quarter of 2014 as under the JOBS Act those 
companies that have elected to file confidentially with the 
SEC must file publicly 21 days in advance of their 
roadshow.  Recent quarterly trends demonstrate that most 
EGCs take advantage of this election and only file publicly 
when preparing to start their roadshow and go effective. 
For example, 2 of the 6 deals that priced in the first 
quarter of 2014 filed publicly for the first time in the 
quarter – the time to market has significantly shortened for 
many companies once they intend to file an IPO and 
financial information is in the public domain. 

Pricing and Performance

The first quarter of 2014 saw declining R&C IPO pricing 
performance, as no IPOs priced above the range, compared 
to 67 percent in the first quarter of 2013. The average first 
day return for IPOs pricing  in the first quarter of 2014 was 
10%, down from 17% realized in 2013, and quarter-to-date 
performance averaged 15% from the IPO date in 2014 
which is lower than the first quarter of 2013 returns of 31% 
and fiscal year 2013 returns of 41%. Part of the reason for 
the first quarter 2014 performance is that the sector 
included one of the worst performing US IPOs in the 
quarter, CHC Group Ltd. Excluding CHC Group, one day 
returns would have been 12% with quarter-to-date returns of 
24%.

IPO activity slowed in the quarter on a sequential basis; 
however, the R&C pipeline is the strongest the sector has 
seen in recent years.

Annual Value ($) Quarterly Value ($)

Volume



7Q1 2014 update

In summary, there are many signs for strong IPO activity in 
the upcoming quarters with a solid pipeline in both new 
assets as well as spin-offs. However, we don’t know yet how 
the underwhelming performance of recent R&C IPOs and 
the overall increased volatility in the markets will affect 
these potential transactions.

Conclusions

Several large multibillion dollar deals, anchored by the 
food and beverage (including alcohol) and food and 
beverage retailing sub-sectors, led to strong year-over-year 
quarterly comparisons.  A few key themes continued to play 
out with several large private equity deals in retail and 
increased level of cross border activity, along with the 
impact of portfolio rationalization and activist 
shareholders.  We expect these trends will continue, in 
particular, the cross border activity as companies look 
outside their home markets for growth opportunities given 
the continuing challenge to find quality assets at 
reasonable pricing.  We are off to a good start with the Q1 
results, and we remain optimistic that the R&C sector will 
continue the positive momentum which we have seen over 
the last few quarters during 2013.  
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R&C deals by quarter (deals with disclosed value >$50M)

Source: PwC analysis of Thomson Reuters data
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15%
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2014 Q1

$45,970M $36,460M $39,336M

R&C deal volume and value—disclosed transactions

2013 Q1 2013 Q4 2014 Q1

In USD million, except
number of deals

Number
of deals

Total deal
value

Number
of deals

Total deal
value

Number
of deals

Total deal
value

>$1B 6 37,899 9 25,475 5 30,738

$500M to $1B 5 3,823 6 4,068 5 3,446 

$250M to $500M 6 2,331 13 4,546 10 3,567 

$100M to $250M 7 1,096 11 1,904 7 1,104 

$50 to $100M 11 821 7 467 7 481

Subtotal >$50M 35 45,970 46 36,460 34 39,336 

<$50M 42 576 43 759 38 505 

Total (with disclosed values) 77 46,546 89 37,219 72 39,841

Source: PwC analysis of Thomson Reuters data
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About PwC’s Deals business

PwC’s Deals practitioners help corporate and private equity 
executives navigate transactions to increase value and 
returns. In today’s increasingly daunting economic and 
regulatory environment, experienced M&A specialists 
assist clients on a range of transactions from smaller and 
mid-sized deals to the most complex transactions, 
including domestic and cross-border acquisitions, 
divestitures and spin-offs, capital events such as IPOs and 
debt offerings, and bankruptcies and other business 
reorganizations. First we help clients with strategic 
planning around their growth and investment agendas and 
then advise on the business-wide risks and value drivers in 
their transactions for more empowered negotiations, 
decision making and execution. Clients can then expedite 
their deals, reduce their risks, capture and deliver value to 
their stakeholders, and quickly return to business as usual.

Our local and global deal strength is derived from over 
1,600 deal professionals in 33 cities in the US and over 
13,300 deal professionals across a global network of firms 
in over 120 countries. In addition, our network firm PwC 
Corporate Finance provides investment banking services 
within the US. 

Companies who do not follow a disciplined approach to 
integration usually are not as successful with their deals as 
those who do. A disciplined approach to integration helps 
achieve early wins, build momentum, and instill confidence 
among stakeholders. An integration roadmap can be 
helpful in pinpointing and executing a clear integration 
strategy before a deal is final. Adherence to some 
fundamental tenets of deal integration can guide 
companies along the path to a successful integration and 
allow managers to focus their efforts on sound strategy 
execution. Although every integration effort is unique, a 
company’s integration process should not be.

Data and Methodology

The information presented in this report is an analysis of 
deals in the retail and consumer industry where the target 
company, the target ultimate parent company, the 
acquiring company, or the acquiring ultimate parent 
company was located in the Unites States of America. Deal 
information was sourced from Thomson Reuters and 
includes deals for which buyers or targets have a target mid 
industry code that falls into one of the following mid 
industry groups: Apparel Retailing, Automotive Retailing, 
Computers & Electronics Retailing, Discount and 
Department Store Retailing, Food and Beverage Retailing, 
Food and Beverage, Home Furnishings, Home 
Improvement Retailing, Household & Personal Products, 
Internet and Catalog Retailing, Other Consumer Products, 
Other Consumer Staples, Other Retailing, Textiles & 
Apparel, and Tobacco. Certain adjustments have been 
made to the information to exclude transactions which are 
not specific to the R&C sector or incorporate relevant 
transactions that were omitted from the indicated mid 
industry codes.

This analysis includes all individual mergers, acquisitions, 
and divestitures for disclosed or undisclosed values, 
leveraged buyouts, privatizations, minority stake 
purchases, and acquisitions of remaining interest 
announced between January 1, 2009 and March 31, 2014, 
with a deal status of completed, intended, partially 
completed, pending, pending regulatory, unconditional (i.e. 
initial conditions set forth by the buyer have been met but 
deal has not been withdrawn and excludes all rumors and 
seeking buyers). Additionally, all spin-off transactions have 
been removed from the numerical and graphical 
presentations herein.

Percentages and values are rounded to the nearest whole 
number which may result in minor differences when 
summing totals.
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Integrating innovation and M&A teams for strategic 
growth
Most companies increase top-line revenue by pursuing 
internal growth and development through innovation, 
while others boost revenue via acquisitions or ventures 
with other companies. Rarely are these two approaches to 
business growth coordinated. 

In fact, the respective teams—innovative thinkers and 
research and development (R&D) on one side, mergers 
and acquisitions (M&As) on the other—typically work in 
isolation to advance the company’s end-goals. The result? 
Businesses squander tremendous opportunities to create 
powerful advances and efficiencies for their innovation 
and overall growth missions. 

The synergistic benefits of a common strategy and a 
shared working relationship among the innovation and 
deals teams are simply too great to ignore. We believe 
this type of partnership can help retail and consumer 
companies achieve both organic and inorganic growth. 

In doing so, they stand to improve market position, boost 
customer satisfaction, and fuel top-line growth and 
profitability. 

The merits of organic and inorganic growth 

It’s easy to see why most innovation programs are built 
around organic growth, both internal and external. Our 
research shows that the vast majority of businesses—
93%—believe that organic growth through innovation will 
drive the greater proportion of revenue increases.⁴ 

Internal organic growth—new products and services that 
are developed by in-house innovation and R&D teams—
continues to be the tried-and-true approach in the retail 
and consumer sector. Working together, innovation and 
R&D are churning out new value-added services, 
embracing internal innovation incubators and labs, 
encouraging open collaboration, and quickly 
commercializing new ideas. 

Other companies follow a path toward organic growth 
that begins outside the corporate campus: Collaboration 
with a diverse range of external partners, suppliers, 
customers, and academics. This model enables businesses 
to better identify and leverage complementary 
capabilities among potential partners, which in turn can 
help achieve market differentiation and cost savings. 

But for some companies, organic growth alone may not be 
enough. That’s because many businesses today face 
unrelenting pressure to generate and sustain gains in
revenue and market share. An inorganic approach to 
growth, such as acquiring innovative capabilities through 
strategic M&As, may be more expeditious and effective. 

Indeed, it has become increasingly common for 
companies to expand their innovation prowess through 
strategic acquisitions of smaller firms with capabilities 
and technologies that can catalyze growth. Not all 
purchase these smaller firms outright, however. In some 
cases inorganic growth is achieved through venture 
capital investments or by entering into joint venture 
agreements. 

The most powerful approach to overall business growth, 
however, lies in integrating the strategies and goals of the 
innovation and deals teams to achieve both organic and 
inorganic expansion. We believe that a singular, laser-
sharp focus on innovation can enable companies to 
discover new synergies and harness the collaborative 
power of teamwork. 

A closer look at achieving innovation through 
acquisition

Under the right circumstances, the acquisition of a 
company with complementary innovation assets can be 
an expeditious and effective path to growth. M&A teams 
typically follow three approaches to achieve this type of 
inorganic growth: acquisition, venture capital 
investments, and joint ventures. 

Buying innovation, either outright or through 
investments or alliances, can entail acquisition of single 
product or technology or the outright purchase of an 
entire firm with assets that can strategically advance the 
innovation mission. 

Consider, as an example, the Clorox Company. Several 
years ago, the cleaning products giant developed a 
strategy to enter the fast-growing market for 
environmentally friendly cleaners. Yet there was one 
significant obstacle: The company’s core product, the 
eponymous household bleach, was not exactly 
synonymous with sustainability among consumers. To 
gain “brand permission” and visibility in the green 
market, Clorox strategically acquired Burt’s Bees, a highly 
regarded maker of all-natural health products. 

Shortly thereafter, Clorox launched its Green Works line 
of home cleaners, whose sales soared after the products 
gained the endorsement of environmentalists like the 
Sierra Club. In doing so, Clorox pulled off a cool trick: It 
strategically leveraged an acquisition to enter a new
market and support organic growth of internally designed 
products. 

In many cases, however, the innovation capabilities of a 
smaller company may not warrant an outright
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acquisition. In these situations, businesses may choose to 
gain access to external capabilities through venture 
capital investments or by entering into a joint venture 
agreement. 

In a venture capital investment, a business takes an 
equity stake in a smaller company as a means to leverage 
its innovative thinkers, ideas, and technologies. One 
example of this is 7-Eleven’s recent $12.1 million 
investment in Belly, a developer of loyalty and payment 
programs for smartphones.⁵  In addition to providing 7-
Eleven with an insider’s view of the technology, this 
investment also gave the retailer a firsthand look at how 
loyalty networks in general can drive retail traffic and 
online engagement. 

Joint ventures, by contrast, are new entities created 
through business agreements. Large companies typically 
forge these partnerships as a means to complement their 
innovation platforms and enter new markets. Starbucks, 
for instance, agreed to a joint venture with Tata Global 
Beverages, India’s leading branded tea company, to 
develop and operate cafes throughout the subcontinent. 
Doing so has enabled both companies to grow by 
exploring new markets and to innovate by creating new 
beverages for the Indian market.6

Why collaboration is key 

Innovation through acquisition requires an unflagging 
commitment to collaboration between the M&A and 
innovation teams. This can be challenging because the 
two groups typically march to very different business 
mandates and there is often no structural connection 
between them. 

In fact, a more fundamental distinction is very often at 
play: Diametrically opposed mind-sets. Deals teams focus 
on gaining intrinsic value at a price that delivers excess 
value to shareholders—a financial approach to growth—
whereas innovation teams aim to dream up new products 
and services with out-of-the-box thinking. Indeed, 
inventive thinkers may be biased against the very concept 
of acquisitions because they prefer to generate their own 
problem-solving ideas rather than co-opt the concepts of 
others. 

To bridge the gap, a formal link between the deals and 
innovation teams will be critical. The first step in this 
connection should be to ensure that the two groups are 
aligned with overall corporate strategy. Once that is 
achieved, organizations should integrate the strategies of 
the deals and innovation groups and develop a unified set 
of goals and objectives. 

A formal commitment supporting and encouraging 
collaboration among teams will be essential. Truly effective 
collaboration requires that communications are unfettered 
and effortless across business and functional units; this is 
particularly important for large organizations whose teams 
are often siloed by size and geographies. 

It’s also important to encourage employees to establish 
and sustain wide networks of external intelligence. 
Leveraging external IQs can help both teams better 
understand the innovation capabilities of companies that 
are acquisition targets as well as develop new expertise 
that could lead to organic innovation. We firmly believe 
that both teams win when employees are better 
connected and informed by outside expertise.

Setting a joint strategy for deals and innovation

Effective collaboration between the innovation and deals 
teams may not happen without a disciplined strategy that 
integrates the overall organizational objectives of both 
groups and clearly defines how they work together to 
achieve business goals. 

In crafting the strategy, the business should identify the 
amount of innovation needed to reach goals and 
determine the right balance of incremental, 
breakthrough, and radical innovations. Stakeholders also 
should take into consideration the company’s primary 
innovation targets, which can include products, services, 
technologies, supply chain, and customer experience, to 
name a few. 

Also important is an understanding of the innovation 
model—or models—that the business plans to leverage. 
Today, innovation leaders favor new processes that 
include open innovation, incubation, and design thinking. 
Among M&A teams, we have seen resurgence in 
corporate venturing. 

A firm strategy will lay the foundation for a collaborative 
relationship between the two teams and define the 
interconnected goals, roles, and responsibilities of each. 
It also should establish a continuous process that enables 
both groups to understand and address gaps in 
innovation capabilities. The innovation team, for 
example, should have processes to identify deficits in 
resources—such as technology, intellectual property, 
patents, channels, market presence, or skill sets—and 
communicate these gaps to the M&A team. 

For its part, the deals team will be better equipped to 
continually monitor the acquisitions pipeline with an eye 
toward strengthening the company’s innovation 
capabilities. A close partnership will enable the M&A 
group to more effectively evaluate synergies and 
determine how the target company complements the 
larger firm’s innovation and growth strategy. 

We believe that integration of the innovation and deals 
teams can result in strategic advances in overall business 
growth. When that happens, the whole of innovation will 
add up to something that is far greater than the sum of 
these two groups. 

For more information about Deals and related services in the retail & 
consumer industry, please visit www.pwc.com/us/deals or 
www.pwc.com/us/en/retail-consumer/index.jhtml. 
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