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Please remember the following: 

1. You will have three days to solve this case study. This will test your
innovative, logical, analytical and presentation skills. 

2. All solution sheets must contain the participants’ name, team name,
email IDs and the name of the institution.

3. Solutions are to be mailed to dreamerger2020@gmail.com as a new
mail and NOT as a reply to the email containing the case. Submissions
made to any other account will not be considered.

4. The solution has to be mailed to us by 11th October(11.59 PM latest)
- delays will lead to penalties and possible disqualification.

5. Emails containing the solution should have the following subject-
Team Name_Participant Name1_Participant Name2

6. The solution should not exceed 4 pages, in Times New Roman, size
12. The file should be in PDF format.

7. State your assumptions and justify them clearly. All calculations (if
any) must be shown clearly.

8. Any plagiarism shall be strictly penalized.

9. There is no predefined format of presentation. It is left to your
discretion. Use of frameworks like SWOT, PESTLE etc is allowed.

All the best - Get ready to synergise!
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  9th October - 11th October



CLIENT COMPANY- COFFEE DAY ENTERPRISES

Coffee Day Enterprises is the parent company of the Coffee Day Group,
which houses Café Coffee Day that pioneered the coffee culture in the
chained café segment in India. They are one of the top coffee exporters
in the country and export coffee to Europe, the Middle East, and Japan.
They opened their first Café Coffee Day outlet in Bengaluru in 1996, with
a vision to make coffee more than just a beverage. Their mission was to
bring aficionados, budding coffee drinkers, and friends together over a
cup of freshly brewed coffee. Today, their subsidiary Coffee Day Global
Limited (Retail) has established the largest footprint of café outlets in
India-spread across more than 200 cities. Their diverse businesses are
marked by the same passion with which they started Coffee Day Global
Limited. Their portfolio includes Tanglin (Technology Parks & Special
Economic Zones), SICAL (Logistics), Coffee Day Trading (Investments),
WAY2WEALTH (Financial Services), and The Serai (Hospitality). The
Company was originally formed as a partnership firm constituted under
the Indian Partnership Act, 1932 on February 1, 2008, under the name
Coffeeday Holding Co. This was thereafter converted from a partnership
firm to a private limited company. The name of the company was
changed to Coffee Day Resorts Private Limited and subsequently, as
Coffee Day Enterprises Private Limited. The company was then
converted into a public limited company and its name was changed to
Coffee Day Enterprises Limited thereafter.

BUSINESS OVERVIEW

Key to Financial Terms:

1) Total Debt: Sum of short term and long term debt
2) Working Capital: Funds needed to run daily operations of the
business; excess of current assets over current liabilities
3)Market Capitalization: Refers to how much a company is worth as
determined by the stock market (shares outstanding x share price)



4)Liquid Assets: Assets which can be quickly converted into cash

According to the Centre for Monitoring of Indian Economy, as of March
2019, Coffee Day Enterprises's total debt stood at Rs 6,547.38 crores.
The debt had impaired the business as its working capital requirements
could not be met. Its market capitalization was Rs 4,732 crores on June
26, 2019. The group's coffee business, which includes some exports,
reported revenues of Rs 1,777 crores in FY18 and Rs 1,814 crores in
FY19. 

In 2019, a 13-year low coffee price in the international market dragged
Indian prices to multi-year lows despite lower domestic production.
Indian coffee exports too were expected to be down 10 percent in 2019.
This added to the gravity of the situation CCD was in then. 

The enterprise had also indulged in dialogue with global beverage
maker Coca-Cola for selling their flagship Cafe Coffee Day (CCD) but this
deal didn't proceed any further. In June 2019, Blackstone, along with
real estate developer Salarpuria Sattva Group, was in talks with the
company to buy the information technology park - Global Village Tech
Park. In 2019, CCD was short of liquid assets and it also required capital
to fund its plans of expansion.

In the recent past, the presence of Tata Starbucks and a rejuvenated
Costa Coffee (after its acquisition by Coca-Cola) has heightened
competition in the market. The arrival of tea outlets such as Chaayos
and Chai Point has made things more difficult for the company.

BUSINESS SEGMENTATION

The parent company, Coffee Day Enterprises, is a multi-business
organization that includes retail, logistics, investments, financial
services, hospitality, and tech parks in its portfolio.
Following is a brief description of each business vertical :



1) Retail
Coffee Day Company's retail business consists of the Café Coffee Day
chain, Coffee Day Xpress, Coffee Day Beverages, Coffee Day Fresh and
Ground, and Coffee Day Exports [A more detailed overview is given in
the next section.]

2) Logistics
Founded in 1955, SICAL is India's leading integrated logistics solutions
provider with over six decades of experience in providing end-to-end
logistics solutions. Acquired by the company in 2011, SICAL has since
then made significant investments in logistics-related infrastructure and
has expanded to capture opportunities in various business segments,
such as mining, port logistics, road, and rail transport, container freight
station, warehousing, and shipping.

3) Investments 
Coffee Day Trading, formerly known as Global Technology Ventures, is a
venture capital firm (a firm that finances start-ups that have the
potential to grow) specializing in early-stage, start-up, and late-stage
financing. The firm typically invests in the technology sector and seeks
to invest in Indian companies with a focus on Bangalore.

4) Financial Services
Way2Wealth, the company's financial services business, has a pan-India
presence and services the customers through a network of branches,
with hundreds of registered sub-brokers and authorized persons spread
across the country. Its operations comprise equity, commodity, and
currency brokerage, distribution of financial products and margin trade
financing for its premium clients for their market activities.

5) Hospitality
Through Coffee Day Hotels & Resorts Private Limited, a wholly-owned
subsidiary, the company opened The Serai, their first luxury resort, in
Chikmagalur, Karnataka. The second and third luxury resorts are also 



located in the midst of nature, one in the wildlife environs of Bandipur
National Park, Karnataka, and the other by the serene Kabini River,
Karnataka. Along with their three resorts, in 2014, Coffee Day Hotels &
Resorts acquired a minority stake in the Barefoot Resort in the Andaman and
Nicobar Islands.

6) Tech Parks and Special Economic Zones
Tanglin, founded in 1995, is engaged in the development of technology parks
and SEZs, offering bespoke facilities for IT and IT-enabled services. It has
conceptualized spaces in Global Village in Bengaluru and Tech Bay in
Mangalore.

RETAIL SEGMENT OVERVIEW

Coffee Day group started its operations in 1993 through its subsidiary
Coffee Day Global Limited. The company operates a highly optimized
and vertically integrated coffee business which ranges from procuring,
processing, and roasting of coffee beans to retailing of coffee products
across various formats. To ensure they are providing the best possible
coffee, they control purchasing, roasting, packaging, and distribution of
coffee used in each of their businesses. They purchase coffee beans from
three coffee-producing regions in Karnataka—Hassan, Chikmagalur, and
Coorg, and the coffee is cured in their Hassan and Chikmagalur plants.



They source their coffees from thousands of small coffee planters and
credit their plantation workers for making them what they are today.
The following initiatives have been undertaken under the retail segment
of the company:

Cafe Coffee Day
Café Coffee Day is a coffee shop for the young and the young at heart. It is
the largest organized retail café chain in the country – in terms of the
number of café outlets. Targeted at the discerning, yet value-conscious
youth, in 22 years, they have grown to 1,752 cafes across 243 cities in India.
 
The Lounge
In 2010, the company launched Coffee Day Lounge, which expanded their
customer base, offering a new kind of space—directed at affluent customers
who need space not just to hang out, but also occasionally to network.

The Square
In 2009, the company targeted the coffee aficionado with the first Coffee Day
Square in Bengaluru. This premium café offers single-origin coffees, boutique
brewing systems, and caters to the well-travelled coffee connoisseur. It is
present in four cities with eight outlets as of 2019.

Cafe Coffee Day Value Xpress
Coffee Day Xpress is an on-the-go food and beverage kiosk situated at
convenient locations, such as large corporate campuses, office buildings,
hospitals, metro, and railways stations. Over the years, they have grown to
537 kiosks across 24 cities in India.

International cafés
The company's first international café opened in Vienna in 2005. As of 2019,
they have 17 outlets in Austria, the Czech Republic, Egypt, Malaysia, and
Nepal, helping them take the fine taste of Indian coffee to the world.

Coffee Day Beverages
This is the largest vending machine chain in India for fresh milk and roasted
coffee beans with 56,500+ machines in India currently. They have entered 

 



into a joint venture agreement with WMF, Germany, and will be
leveraging this association in the months to come.

Fresh and Ground
This division serves fresh beans and powder to customers from 375
Fresh & Ground (F&G) outlets across seven states in India, the majority
of which are operated by the company in Maharashtra and South India.
They have also introduced a specialized coffee machine called
'Kaapiguru' for their F&G business, which is used by numerous
restaurants and eateries in South India. 

Exports
The company exports cured coffee to Europe, the Middle East, and
Japan.

INDUSTRY OVERVIEW

With over 2.25 billion cups of coffee being consumed on average each
day, the coffee industry has a significant global economic impact. The
industry is part of a complex supply chain affecting a broad range of
businesses beyond coffee shops, including retail stores, grocers, family
farms, shipping companies, roasters, and the end coffee consumer.

India has largely been a tea-drinking nation since time immemorial.
However, coffee has become an increasingly popular drink since the turn
of the twentieth century. It is now no longer a typical drink, but a
refreshing and voguish beverage. While urban consumption dominates
with about 73 percent of total volumes, the remaining 27 percent is
speculated to account for rural consumption, especially in South India. 

Among the South Indian States, Tamil Nadu accounts for 60 percent of
consumption, while Karnataka, Andhra Pradesh, and Kerala account for
25%, 10%, and 5% respectively. In the North, East, and West zones,
consumption of instant coffee is more predominant than filter coffee.
Occasional drinkers in these regions contribute to 52% of total
consumption. However, in the south zone, the consumption of filter
coffee is higher than that of instant coffee.



The Indian coffee retail chain market is expected to reach USD 855.0 million
by 2025. Coffee has become a lifestyle element that urban citizens must
have. In the last five years, the shift of Indian consumers from being savings
oriented to being more consumption-oriented has favored the market of
consumer goods and has also had a positive impact on the market for coffee.

Moreover, the growing popularity of spending time at café houses and coffee
consumption amid the young population in urban India has resulted in
further growth of coffee chains in the market. Increasing disposable income
has taken away the mental barrier of individuals on spending and eating
out. Thus, higher spending on a cup of coffee has outpaced the deterrent of
increasing cost amid coffee chains.The success of retail coffee chains such as  
Starbucks Corporation and Barista, among others is attributed to the
indigenization in its menu as well as ambiance.

This differentiation approach of prominent players towards the Indian
consumer has played a key role in the growth of shaping consumption while
prioritizing their choices. For instance, Starbucks offers India spice majesty
blend, Indian chai latte, and chatpata paratha wrap, among others that add
to the Indian serve. The note of such cultural aspects to the menu,
particularly, the food has helped the increased spending on coffee outlets.
Moreover, the standard menu such as muffin, and sandwiches, among others
have been popular among young and corporate consumers; thereby fueling
the growth of international coffee chains in the Indian market.

Given below are a few market trends observed in India's Coffee Market:



The southern region dominated the India retail coffee chain market
in 2020 and is projected to reach over USD 253.8 million by 2025,
growing at a CAGR (Compound Annual Growth Rate) of 21.04% from
2021 to 2025

CCD and Starbucks have significant advantages over other players in
the market, especially in the franchise area. The sophisticated
brewing techniques used by these key players have attracted
customers, thereby increasing the footfall in these coffee outlets

The Western region is anticipated to witness higher CAGR owing to
growing corporate culture in the cities of Maharashtra which has
paved the meeting culture in café outlets

The dine-in type segment accounted for the largest market share in
2020. It is projected to grow at a CAGR of 23.00% over the forecast
period.

CASE QUESTION:

Key to Financial Terms:

Fresh Equity: Fresh investments in the company’s businesses
Synergy: Synergy is the concept that the combined value and
performance of two companies will be greater than the sum of the
separate individual parts.

Taking into account the problems Coffee Day Enterprises has been facing
for the past few years with regard to its finances and lack of leadership
in the company, the investors have decided to go ahead with a 100%
stake sale in the coffee retail business of Coffee Day Enterprises- the
most valuable segment of the company. Their rationale behind the sale
of their retail segment is to repay their debts, and to raise fresh equity
for their logistics and investment business which the investors wish to 



keep with themselves. The shareholders of Coffee Day Enterprises have
unanimously decided in favour of the sale.

Based on initial due diligence done by the consultants, the company has
shortlisted a pool of four companies, each of which has submitted a bid
in the targeted auction which was held very recently. All the four bids
had an equal undisclosed amount and all the potential acquirers have
shown interest in financing the deal with a larger equity portion and a
smaller cash payout (this means that Coffee Day Enterprises will be
partly paid in cash and partly in shares of the company which will be
acquiring it). Since the shareholders of Coffee Day Enterprises will
receive the shares of the company they decide to sell its retail segment
to, it is imperative for them to explore synergies with each of these
companies and go ahead with the deal which offers the best synergy
and thus has the potential to maximise shareholder’s wealth.

In order to fulfill their client’s requirements, the consultants to Coffee
Day Enterprises have prepared a detailed report on potential target
companies:

Target Options

1) ITC Limited
ITC is an Indian multinational company operating in segments like
FMCG, cigarettes, paper and hospitality. The company has shown
interest in purchasing the coffee retail segment of Coffee Day
Enterprises as it will help the company diversify its portfolio from
cigarettes and will also compliment its existing coffee brand- Sunbean.
This comes at a time when the country is forming stringent laws to curb
smoking in public places and has also raised taxes on tobacco. In
addition to this, the company has been wishing to scale up rapidly to
build on its position as one of the fastest growing food companies in 
India and Coffee Day Global Limited provides it with an opportunity to
establish a strong foothold in the consumer retail industry.



2) Tata Group
The Tata Group is a multinational diversified company operating in
segments like consumer products, IT, automobile, agriculture and food
retail. Tata through it’s consumer product segment has already
penetrated consumer segments like tea, coffee, salt etc. and has an
established supply chain which has the potential to push the retail
segment of Coffee Day Enterprises and its products to Indian Consumers.
In addition to this, Tatas have operated Starbucks, one of the biggest
competitors of CCD in urban markets and have experience in operating
such retail stores for Starbucks which makes them an ideal company to
invest in a brand like CCD. In recent years, they have been facing some
competition from brands like Costa Coffee which is now controlled by
the Coca Cola group. An acquisition of the retail segment of Coffee Day
Enterprises would help them compete better with the same.

3) Jubilant Foodworks
Jubilant Foodworks is an Indian company which holds master franchises
for Dominos’ and Dunkin’ Donuts in India and other South East Asian
countires. They have diverse experience in the Indian Restaurant and
food delivery market, and their existing supply chain network is
considered to be one of the best franchise networks in the world. An
acquisition of the retail segment of Coffee Day Enterprises would allow
them to enter the coffee business and have control of a pre-established
brand like CCD in India. This will also help them compensate for their
slow growing subsidiary- Dunkin’ Donuts  which has not been able to
penetrate the Indian markets due to the high prices. They have
expressed an interest in acquiring the retail chain of Coffee Day
Enterprises as they believe it would allow them to horizontally
integrate into sectors like FMCG and Coffee Retail.

4) Westlife Development
Westlife Development Limited is an Indian fast food restaurant holding
company. It is the owner of all franchise operations of McDonald's in
western India and South India. Over the past few years, Westlife 



Possible synergies due to your selected strategy 
Briefly state the reason(s) for not selecting other companies

Development has been exploring opportunities to expand their fast food
footprint in India by launching its own brand to directly serve consumers
in India. However given the saturation in the market and the costs
involved in launching a new brand, it is not a feasible investment
strategy for Westlife. Acquisition of the retail chain of Coffee Day
Enterprises could be a good entry point for Westlife Development to
launch its own brand which already has a large consumer footprint in
India. Due to this, they’ve been exploring an acquisition of the retail
brand, CCD.

You are a consultant at DreaMerger Consultancy and have been hired to
advise the officials from Coffee Day Global Enterprises on the
aforementioned sale that they wish to execute.

You need to choose any one of the companies mentioned in the list
curated by the organisation (namely ITC Ltd, Tata Group, Jubilant
Foodworks and Westlife Development) and mention the following in
your solution:

Please note that the guidelines given for the solution have only been
provided as a point of reference and you need not restrict yourself to
them.

Please feel free to add any relevant points which might make your
solution stand out from the rest!

Important Note: You are free to refer to any source of information and
need not restrict yourself to the information provided in this case.
However all sources used must be cited for verification and evaluation.

GOOD LUCK!
TEAM DREAMERGER




