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Introduction
As the world emerges from the impact of the pandemic,
the new normal will be marked by an influx of carve-out
transactions as companies shed non-core assets to raise
cash to pay off debt, redeploy capital-to-growth projects,
increase liquidity, or become more operationally resilient.
Carve-out transactions are complex, as both buyers
and sellers have differing levels of readiness when
it comes to executing them. Furthermore, due to
the impacts of globalization (the average Fortune 500
company operates in 32 countries), a carve-out presents
an opportunity to expand into geographical markets
but, at the same time, there is a risk of revenue leakage
and integration pitfalls due to delayed close in certain
geographies. Our whitepaper explores the key factors
to expeditiously identify delayed close markets
and provides integration leaders with a perspective
on key considerations related to the go-to-market
(GTM) strategy required for a smooth transition.
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Delayed markets identification and
GTM model evaluation framework
When negotiating a carve-out with a presence in
international markets, a prepared buyer and seller need
to evaluate the following three main reference points to
identify potential delayed markets:
1. Employee transfers and work council requirements
(e.g., Transfer of Undertakings regulations
(Protection of Employment) )
2. Infrastructure available in the market (e.g., an incountry legal entity, existing distributor partnership)
3. Regulatory requirements (e.g., importation licenses)

Even though the assessment and negotiation are a
joint effort, tagging a market for a delayed close will be
a decision mainly driven by the buyer as they will be
responsible to take over operations on Day 1.
Delayed markets are the tail of the transaction,
and therefore having a strong GTM assessment
and integration strategy will be crucial to minimize
integration costs and optimize revenue from
international markets post-close. To perform this
analysis, Deloitte has developed a GTM evaluation
framework that supports the buyer decision-making
process required after a delayed market identification.

Figure 1: GTM model evaluation framework
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The GTM model can be assessed using an evaluation
framework based on two criteria:
1. Market attractiveness for the combined business,
based on revenue and margin associated with a
geographical market
2. Ability to serve the combined business, based
on cost of GTM model (cost of salesforce and/or cost
of distributors/wholesalers)
If the market is unattractive and the ability to serve the
business is low, then unwinding the business would be
most feasible. Conversely, if the market is unattractive
and the ability to serve the business is high, then
transferring the business to the lowest cost GTM
model is advocated.

However, if the market is attractive, then depending
on the ability to serve the business, one of three GTM
models would make sense: integrate the acquirer
business into the current target structure, stand
up new legal entity structure to absorb in country
responsibilities, or transfer distributor agreements to
target’s existing legal entity.
The GTM strategies of unwinding business, transferring
business, integrating models, setting new legal entity
structures, and transferring distributor agreements to
existing legal entities, require a more holistic evaluation
according to the two criteria we have mentioned. This
evaluation can be made using a robust decision tree
framework, which Deloitte has developed. It is beyond
the scope of this paper to examine in detail the decision
tree framework, but the main considerations for the
framework are summed up below.

Table 1: Main considerations of the GTM model evaluation framework

Other obligations of carved-out entity
• Assessment of in-country assets for
the carved-out entity

Cost to serve

• Assessment of headcount for the
carved-out entity

• Cost of direct salesforce

• Assessment of contractual obligations
for the carved-out entity

Infrastructure capabilities of
carved-out entity
• Presence of a legal entity in the country
• The supply chain capabilities within the country
• Presence of a sales force/indirect distribution
network within the country

• Cost of wholesalers/distributors
• Threshold costs for servicing a
market for the acquirer

Attractiveness of geographical market
• Quantitative factors, such as revenue projections
for the market and revenue and the gross margin
contribution of the market to the overall ﬁnancial health
• Qualitative factors, such as access provided by the
market to key customers
• The ease of doing business in a market (complex
government regulations and high transaction costs
could make operating in a market unappealing.)
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Delayed markets GTM model
transition and integration strategy
To start crafting an optimal transition strategy for a country, a buyer
must know and confirm two main pieces of information:
1. Current-state GTM for both the buyer and seller

Once these two reference points are locked, the buyer and seller
can start preparing for a transition period, taking into account the
following key considerations:

2. End-state GTM selected by leveraging the GTM model
evaluation framework
Table 2: Main considerations for GTM transition scenarios (level of effort)

Indirect-to-Indirect

Indirect-to-Direct

Indirect-to-Unwind

Direct-to-Direct

Direct-to-Indirect

Direct-to-Unwind

Low Complexity

Medium Complexity

Medium Complexity

Medium Complexity

High Complexity

High Complexity

• Transfer distributor(s)
agreement to the
selected legal entity

• Negotiate distributor
buyouts and hand-oﬀ
of accounts to direct
sales force

• Map the territory to
optimize distributor
coverage across
product lines
• Transfer or obtain
all necessary licenses
for the distributor(s) to
operate the business

• Transfer or obtain all
necessary licenses to
operate the business
• Deploy a thorough
communications plan
to avoid end-customer
confusion
• Transfer in-country assets
and inventory to the
appointed locations/
warehouses

• Negotiate the winddown with distributor(s)
covering the territory,
including:
• Inventory and asset
purchase
• Surrender any
licenses and/or
registrations to the
proper authorities
• Service and repair
coverage for products
in the market

All the considerations outlined above will help the buyer plan for the
different transition steps and required post-close services from the
seller on a country-by-country basis. Additionally, besides common
characteristics across markets, buyers and sellers should plan for
country or industry nuances accordingly. For example, in certain
countries, tender responsibilities cannot be transferred and the
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• Integrate direct-selling
organizations, including
remapping territory
coverage, if necessary
• Transfer in-country
assets and inventory
to the appointed
locations/warehouses
• Transfer all sales
agreements to the
selected legal entity
• Transfer or obtain all
necessary licenses to
operate the business

• Negotiate with selected
third-party distributor(s)
to take over assets,
employees, and liabilities
in the country
• Train the third-part
distributor(s) on the
new product line
• Deploy a thorough
communications plan
to avoid end-customer
confusion

• Analyze direct sales
commitments and
implement a winddown fulﬁllment plan
• Plan for employee
termination or
reassignment
• Design for asset and
inventory disposal
or reallocation

• Conﬁrm that the
distributor has all the
necessary licenses to
operate the business

seller will need to fulfill obligations until completion and, therefore,
a non-consenting customer flow would need to be implemented.
Additionally, for regulated markets, such as life sciences, product
registrations would need to be transferred to the buyer or designee
prior to full transition, and this exercise could take from one week to
more than one year, depending on the country.
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Operating models and Transition
Services Agreement (TSA) exit
strategies
On Global Day 1, for a market categorized as delayed,
the buyer and seller will enter into a transitional
agreement that entitles the seller to continue to
operate the business on behalf of the buyer with limited
influence from the buyer on the day-to-day business
decisions. This situation is not ideal for the buyer or the
seller, but there are underlying considerations that will
dictate the transition options and timeline.

As described in the initial section of this paper, the
buyer and seller will need to identify and plan for
employee transfers, stand up required infrastructure,
and accommodate any regulatory timelines required.
Once the close dates are identified, a few options
present themselves:
• Full transition: The buyer has been able to delay close
until all necessary requirements are stood up, and, once
close is executed, the buyer will fully operate the market.
• Close + TSA: The buyer has been able to stand up most
requirements (i.e., order-to-cash process) but is still
working on specific services (i.e., regulatory transfers).
Therefore, the buyer would continue to require
support from the seller for a short period of time.
• Close + agency or distributor: The buyer has very
long lead items before they are able to take over
business operations, but closing is required from
a finance/tax perspective. Therefore, an agency or
distributor interim operating model will be implemented
before the full transition can be executed.
Depending on the option selected, the delayed close
market transition may be complex, and integration
support could be required. Crafting the correct TSA or
operating model strategy will be highly dependent on
buyer’s overall integration strategy and end goal for the
specific geographical market.
(For more information about interim operating models,
please reference the Deloitte whitepaper, Introduction to
divestiture operating models.1)
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Case study
Leveraging the GTM model evaluation framework to
close more than 100 delayed markets in 18 months
In a bid to become a premier player in its market segment, a global
medical devices company acquired a business unit of one of its
key competitors. The acquisition allowed the company to expand
its international presence and required efficient and extensive
post-close work in order to transition and integrate more than
100 delayed markets.

Issues
Speed-to-close was a key value-driver for the deal and, with more
than 100 delayed markets to integrate, a detailed and assertive plan
was required. However, several considerations mandated longer
transition times, for which we needed to plan:
• Regulatory timelines: Regulatory transfers differed by country
with several countries not allowing for a registration transfer and
requiring a full new application in order to legally import and sell
in the market. The timeline to complete registration approvals
differed from days to more than 12 months.
• Nontransferable tenders: A large amount of revenue from
markets outside of U.S. was through governmental tenders.
Some countries had very restrictive clauses that would prevent
from transferring and/or canceling the agreements. The acquirer
had to carefully assess product portfolio rationalization options,
as well as implement a non-consenting customer flow in order to
fulfill obligations.
• In-country infrastructure: Given the extensive geographical
reach to be integrated, the acquirer needed to evaluate its current
legal entity structure as well as its third-party distributor networks.
Some would require extensive negotiation periods in order to
reach a win-win point and initiate integration-planning efforts.
Facing this reality, Deloitte advised the client that a structured
assessment of the more than 100 delayed markets leveraging our
GTM evaluation framework would be the most effective way to
facilitate integration/wind-down decisions, as well as reach TSA
exit-timeline targets.
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Approach and impact
Taking into consideration the key timing restrictions identified,
Deloitte evaluated the more than 100 markets in scope and classified
them by regulatory timelines and requirements, agreements and/
or tenders in scope, and other assets (i.e., inventory, fixed assets) to
transition on Day 1.
Once the mapping was complete, along with the Commercial team,
we performed an analysis of the market attractiveness. We reviewed
current market penetration, potential market share as well as access
to any key accounts or distributors. Several of the markets tagged as
delayed were part of the long-term strategic vision of the company
and were flagged as “white glove” markets. As a result, we developed
a more nuanced planning and tracking approach, taking into
consideration the specifics of the market.
We also recommended establishing a cross-functional team with
stakeholders from Finance, Tax, Regulatory, Quality, and Commercial
to assess the ability to serve for the pro forma business. Our
recommendations helped our client to accomplish the following
objectives:
• Established a playbook to assess and execute the path of least
resistance to closing a market
• Created six clusters of countries to aggregate similar integrationplanning activities and expedite the close timeline by 12 to 18 months
• Classified 30% of markets with higher cost to serve than
anticipated revenue for potential business unwind and improved
operating margins by 15%

High stakes
As clients across industries look toward rebalancing their portfolios
to successfully adapt to the new normal, we predict increased
volumes of carve-out transactions and potentially delayed markets.
Our methodology and framework can be unique differentiators in
helping both buyers and sellers successfully design and implement
strategies to optimize value from this complex tale of carve-out
transactions and deliver on shareholder expectations.
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