
Consumer

Numerous studies discuss the benefits 
and drawbacks of an asset-light 
operating model.  All seem to suggest 
that to embrace such a model, 
management teams need to perform 
an almost ruthless review of their entire 
organization’s capabilities and 
determine which of those capabilities 
are core, and thus should remain with 
the business, and those capabilities 
which are not core and should be 
outsourced.

Identifying core capabilities is 
tantamount to identifying what skills an 
organization possesses that should 
give it a competitive advantage, and 
what skills the organization may 
possess but are indistinguishable from 
those same skillsets that their 
competitors possess, and thus provide 
no competitive advantage to the 
organization.  In short, these 
capabilities do not “create value” for the 
organization or its customers.

The first time I was introduced to the 
concept of an asset-light business 
model, I was a first-year MBA student 
in the early 1990s and we were 
studying The Snapple Beverage 
Corporation, who developed the well-
known brand of ready-to-drink iced 
teas.  We studied the company, and 
what became known generally as the 
“Snapple Model”, because the 
company had become a nationally 
recognized beverage brand, outpacing 
the market leader for RTD iced teas at 
the time (Lipton) from a modest office 
on Long Island with only 80 employees, 
and no manufacturing capability.

In April 1992, on the back of about 
$100 million in revenues (more that $1 
million in revenues per employee), the 
three founders sold control to Thomas 
H. Lee Company, a New York-based 
private equity firm, valuing the 
company at around $140 million.

TH Lee worked their magic, and in 
December 1992, they took Snapple 
public, valuing the company at around 
$450 million.  About 18 months later, 
Quaker Oats, at the time struggling to 
shed its “oatmeal for old people” image
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and in desperate need of a youthful 
brand to bolster their stagnating sales, 
acquired the brand for $1.7 billion.  TH 
Lee (and the three founders and many 
other Snapple employees) pocketed 
more than $900 million in proceeds 
from that sale.

In a two-year period, the “Snapple 
Model” had become the envy of every 
branded food company and 
management teams at public and 
private (including family- and private 
equity-owned) food companies began 
to evaluate ways in which they could 
outsource every conceivable facet of 
their business except those that 
mattered the most to creating value:  
brand management and sales and 
marketing.

That effort gave rise to a burgeoning 
industry – contract manufacturing.  
Originally, contract manufacturers 
served as the swing production 
capability for the large food companies, 
and usually got their start when a large 
food company sold a fully functional 
manufacturing plant that no longer fit 
that company’s long-term 
manufacturing plan.  After the Snapple 
deal, numerous food companies 
acknowledged that most consumers 
give little thought to who manufactured 
the product but gave all their attention 
to the value and the message the 
brand itself represented.

Snapple’s  marketing slogan was 
“Made from the Best Stuff on Earth”, 
but what most consumers did not 
realize was the second half of that 
slogan, which management 
purposefully left out: “Just not by us.”

Since the early 1990s, contract 
manufacturing has grown to be a very 
large force in the food industry and 
many more food companies are 
embracing the concept as a viable 
long-term strategy.  Numerous start-up 
brands rely on contract manufacturers, 
and numerous contract manufactures 
specialize in one or several areas of 
production, which can vary by food 
type or packaging technology:  dairy, 
protein, sauces & gravies (as examples

of food types), and  frozen, aseptic, 
pouch, can or bottle (as examples of 
packaging types).

The increasing desire of food 
companies to follow an asset-light 
strategy has resulted in the greater use 
of third-party manufacturers.  To see 
the impact that an asset-light model 
has on market valuations, we studied 
our public companies sample set and 
plotted each company’s Net Fixed 
Assets divided by Total Assets against 
the company’s Enterprise Value divided 
by its Net Fixed Assets.

(continued next page)
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Source: Dresner Analysis of S&P Capital IQ data

As depicted in the graph to the 
left, the valuation multiple 
(Enterprise Value divided by Net 
Fixed Assets) increases non-
linearly as a company’s Net Fixed 
Assets as percent of Total Assets 
declines, with modest increases in 
the multiple exhibited when 
decreasing from 90% to about 
40% and significantly higher 
increases in the valuation multiple 
as the percent decreases from 
40% to below 20%.

In short, this analysis confirms 
investors are willing to pay 
increasingly higher multiples for 
companies that exhibit 

increasingly higher asset-light 

strategies. In other words, 

companies focused less on 

manufacturing and more on 

extracting value from their brands 

are valued higher. 
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Mergers Alliance is a global organization of 

leading middle market merger and acquisition 

advisory firms. Mergers Alliance maintains a 

well-established network of international offices 

in more than 25 countries. Since 2010 Mergers 

Alliance advisers completed 70 global 

transactions, with an aggregate transaction 

value of more than $2.0 billion. 

Our relationships with global legal and 

accounting firms, and multinational private 

equity groups are extremely valuable when 

completing a cross-border transaction. We 

have people on the ground with first-hand 

knowledge of the local cultural and business 

environment.
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Relative stock price valuation (1)(2) Average Enterprise Value to LTM EBITDA (1)(2)

Global Food & Beverage M&A Activity & Volume

Global Food & Beverage Private Equity M&A Activity & Volume

(1) Period: LTM March 31, 2021 

(2) (2) Dresner Partners Food & Beverage Index comprises the 127 public companies identified on the following pages

Food & Beverage 1st Quarter Sector and Financial Overview
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Selected Food & Beverage M&A Activity – Last Twelve Months

Note: Where such data has not been made public, Dresner Partners has estimated revenues and/or 

EBITDA (using EBITDA margins from specific subsector comparable companies) in order to derive 

estimated EV/EBITDA multiples for such transactions

Food & Beverage – Precedent transactions

Sources: S&P Capital IQ as of March 31, 2021; Company SEC Filings; Company Press Releases, and 

Dresner estimates

Food & Beverage – Precedent Transactions
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Sources: S&P Capital IQ as of March 31, 2021
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Food & Beverage – Public Comparables
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Food & Beverage – Public Comparables

Sources: S&P Capital IQ as of March 31, 2021
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Sources: S&P Capital IQ as of March 31, 2021

Food & Beverage – Public Comparables
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Sources: S&P Capital IQ as of March 31, 2021

Food & Beverage – Public Comparables
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For a confidential discussion on Mergers & Acquisitions in the Food & Beverage 

sector, please e-mail any of our sector experts around the world
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