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I. Company Overview 

 

Campbell Soup Company (NYSE: CPB) is a global food company founded in the 19th century and 

headquartered in Camden, NJ. Campbell’s manufactures, markets, and sells a mixture of high-

quality branded food and beverage products. Campbell is organized in three reportable business 

segments:  

 

1) Americas Simple Meals and Beverages which includes retail and food service businesses 

in the US and Canada. Products include Campbell’s soup, Prego pasta sauce, Swanson 

broths, and V8 juices. 

 

2) Global Biscuits and Snacks which includes the US snacks operating segment and the 

international biscuits and snacks operating segments. Products include Pepperidge Farm 

Cookies, Snyder’s-Lance pretzels, and Arnott’s Biscuits. 

 

3) Campbell Fresh which includes packaged fresh foods. Products include Bolthouse Farms 

and Garden Fresh Gourmet.1 

 

Campbell’s Change in Net Sales Adjusted for Acquisition2 

 
 

Campbell’s Product Portfolio3 

                                                           
1 Campbell Soup Company. "2018 Annual Report." Company Report, September 27, 2018. 
2 Campbell Soup Company. " Fourth Quarter & Full-Year Fiscal 2018 Results: Strategy & Portfolio Review." 

Company Report, August 16, 2018. 
3 "About Us." Campbell Soup Company. Accessed December 9, 2018. 

https://www.campbellsoupcompany.com/about-campbell/. 
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I. Distress at the Doorstep: How did Campbell End Up Here? 

 

Campbell’s pursued a series of acquisitions from 2011 to present culminating in the 2018 

acquisition of Snyder’s-Lance for $6.1 billon representing a 27% premium of Snyder’s-Lance 

closing stock price on December 13, 2017. Financing for the acquisition was done through issuing 

$6.2 billion in new debt. After the acquisitions, interest expenses rose to over $250 million and 

total debt rose to over $9.5 billion. Campbell’s moves were partially an attempt to respond to 

changes in consumer preferences by acquiring brands with a focus on fresh foods as US consumers 

turned away from packaged foods where Campbell traditionally operated. Organic net sales fell 

by 2% in 2018 as Campbell’s performance in its core business segment stumbled.  

 

As Campbell’s faltered, the activist investor Dan Loeb from Third Point Capital entered the scene 

and began forcing the storied soup manufacturer to make changes in their operating model and 

potentially force a sale of the company. Campbell’s stock price fell from a high of nearly $70 per 

share in 2016 to a current price of mid $30s per share. Through this turmoil Campbell’s long time 

CEO Denise Morrison resigned in May 2018 and Campbell’s board undertook a strategic review 

in the summer of 2018 to propose significant changes to the company. Media reports during this 

time speculated that Campbell should consider selling the entire company to a larger competitor 

such as Kraft Heinz.  

 

After concluding their strategic review, the Campbell’s board set the below short-term priorities.  

 

1. Become a more focused company in our core North American market; 

 

2. Divest certain non-core businesses and use the proceeds to significantly pay down debt and 

strengthen our balance sheet; and, 

 

3. Reduce costs and increase our asset efficiency, to reflect the leaner, more focused and agile 

enterprise we are building.4  

 

Campbell’s also settled a proxy fight with Third Point Capital and agreed to add two Third Point 

chosen members to the board. Further, Campbell’s announced that they would attempt to sell off 

two segments, Campbell Fresh and Campbell International, which together represented aggregate 

Net Sales of $2.1 billion in FY18, and move forward focused on two core businesses Campbell 

Snacks and Campbell Meal and Beverages to drive profitable growth and maximize margin and 

cash flow growth.  

 

                                                           
4 Campbell Soup Company. "2018 Annual Report." Company Report, September 27, 2018. 
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Campbell’s Stock Price/Trading Volume LTM with Distress Indicators 5 

 

 
 

Campbell’s Total Debt and Quarterly Interest Expense ($m) 6 

 

 

CPB Stock Price vs M&A Activity7 

 

                                                           
5 Capital IQ 
6 Capital IQ 
7 Gasparro, Annie. "Campbell CEO Departs After Bet On Fresh Food Falls Short." Wall Street Journal, May 18, 

2018. Accessed December 5, 2018. https://www.wsj.com/articles/campbell-soup-ceo-exits-as-company-plans-

strategic-review-of-portfolio-1526643602?mod=article_inline. 
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II. Campbell’s Current Operational/Financial Health Compared to Peers 

 

Peer Company Gross Margins LTM8  

 

 
 

 

Capital IQ Comparable Analysis9 

 

Company Name Overall Operational Solvency Liquidity 

The Hershey Company (NYSE:HSY) 1 1 1 1 

Hormel Foods Corporation 

(NYSE:HRL) 

1 2 1 2 

Kellogg Company (NYSE:K) 2 1 3 2 

Pilgrim's Pride Corporation 

(NasdaqGS:PPC) 

2 3 2 1 

The J. M. Smucker Company 

(NYSE:SJM) 

2 4 2 2 

Conagra Brands, Inc. (NYSE:CAG) 3 2 2 4 

The Kraft Heinz Company 

(NasdaqGS:KHC) 

3 2 4 3 

General Mills, Inc. (NYSE:GIS) 3 4 4 3 

Mondelez International, Inc. 

(NasdaqGS:MDLZ) 

4 3 3 3 

McCormick & Company, 

Incorporated (NYSE:MKC) 

4 3 3 4 

     

Campbell Soup Company 

(NYSE:CPB) 

4 4 4 4 

                                                           
8 Capital IQ 
9 Ibid. 

Company Name LTM Gross Margin % 

Conagra Brands, Inc. (NYSE:CAG)  29.6% 

Kellogg Company (NYSE:K)  39.0% 

The Hershey Company (NYSE:HSY)  44.9% 

The Kraft Heinz Company (NasdaqGS:KHC)  37.3% 

The J. M. Smucker Company (NYSE:SJM)  37.7% 

General Mills, Inc. (NYSE:GIS)  34.4% 

McCormick & Company, Incorporated (NYSE:MKC)  43.9% 

Hormel Foods Corporation (NYSE:HRL)  20.9% 

Mondelez International, Inc. (NasdaqGS:MDLZ)  40.1% 

Average  36.4% 

Campbell Soup Company (NYSE:CPB)  32.3% 

Difference  (4.1%) 
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Comparable Company Ratio Analysis10 

 

 
 

 

 

 

 

 

 

 

 

 

 

                                                           
10 Capital IQ 

Ratios Campbell's Kellogg Hormel Hershey's

For the Fiscal Period Ending

LTM

12 months

Oct-28-2018

LTM

12 months

Sep-29-2018

12 months

Oct-28-

2018

LTM

12 months

Sep-30-

2018

Profitability

  Return on Assets %  8.6%  9.4% 9.60% 15.00%

  Return on Capital %  11.7%  13.9% 12.70% 20.40%

  Return on Equity %  11.6%  66.9% 19.20% 97.80%

  Return on Common Equity %  11.7%  74.5% 19.20% 99.30%

Margin Analysis

  Gross Margin %  32.3%  39.0% 20.90% 44.90%

  SG&A Margin %  14.1%  20.2% 8.40% 23.30%

  EBITDA Margin %  21.3%  22.4% 13.80% 24.60%

  EBITA Margin %  17.1%  18.9% 12.30% 21.70%

  EBIT Margin %  16.6%  18.8% 12.10% 21.00%

  Earnings from Cont. Ops Margin %  2.0%  13.8% 10.60% 13.20%

  Net Income Margin %  2.0%  13.7% 10.60% 13.20%

  Net Income Avail. for Common Margin %  2.0%  13.7% 10.60% 13.20%

  Normalized Net Income Margin %  8.6%  11.7% 7.80% 12.10%

  Levered Free Cash Flow Margin %  8.3%  10.4% 6.00% 12.50%

  Unlevered Free Cash Flow Margin %  10.1%  11.7% 6.20% 13.50%

Asset Turnover

  Total Asset Turnover 0.8x 0.8x 1.3x 1.1x

  Fixed Asset Turnover 3.3x 3.7x 7.0x 3.7x

  Accounts Receivable Turnover 10.5x 9.3x 15.7x 9.9x

  Inventory Turnover 5.6x 6.5x 8.0x 4.7x

Short Term Liquidity

  Current Ratio 0.7x 0.8x 1.8x 1.0x

  Quick Ratio 0.3x 0.5x 0.9x 0.6x

  Cash from Ops. to Curr. Liab. 0.4x 0.6x 1.1x 0.5x

  Avg. Days Sales Out.                               34.8                  39.1 23.2 36.6

  Avg. Days Inventory Out.                               64.9                  55.6 45.4 77.6

  Avg. Days Payable Out.                               46.8                  98.2 28.1 48

  Avg. Cash Conversion Cycle                               52.9                 (3.6)  40.6 66.2

Long Term Solvency

  Total Debt/Equity  695.8%  246.8% 11.10% 376.70%

  Total Debt/Capital  87.4%  71.2% 10.00% 79.00%

  LT Debt/Equity  565.4%  241.1% 11.10% 260.50%

  LT Debt/Capital  71.1%  69.5% 10.00% 54.60%

  Total Liabilities/Total Assets  90.3%  80.0% 31.20% 84.10%

  EBIT / Interest Exp. 5.8x 9.0x 43.7x 12.1x

  EBITDA / Interest Exp. 7.4x 10.7x 49.8x 14.2x

  (EBITDA-CAPEX) / Interest Exp. 5.7x 8.9x 35.1x 11.6x

  Total Debt/EBITDA 5.0x 3.0x 0.5x 2.5x

  Net Debt/EBITDA 4.9x 2.9x 0.1x 2.0x

  Total Debt/(EBITDA-CAPEX) 6.5x 3.6x 0.7x 3.0x

  Net Debt/(EBITDA-CAPEX) 6.4x 3.4x 0.2x 2.5x

  Altman Z Score                               1.68                  2.73 7.3 4.84
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III. Debt Analysis 

 

Facility Principle Coupon/Base Rate Maturity  

Capital leases 7 N/A N/A 

Total Secured Debt 7    

      

Commercial Paper 1,140 2.54% N/A 

Revolver 90 3.18% 7/15/2019 

Term Loans 922 N/A 7/30/2019, 3/26/2021 

Senior Bonds and Notes 8,005 2.5 - 8.8% 9/18/2018 - 

Total Unsecured Debt 10,157     

       

Total Principle Due 10,164     

Adjustments -270     

Total Debt Outstanding 9,894     

Available Credit  715     

 

Campbell’s has net debt of $9.9 billion, consisting of $7 million of secured debt and $10 billion of 

unsecured debt. The secured debt solely consists of capital leases. The unsecured debt primarily 

consists of $8 billion of 15 senior bonds and notes with coupons ranging from 2.5-8.8% starting 

to mature in September 2018. The next layer of unsecured debt is $1.1 billion of commercial paper 

with more than 60% issued for the Pacific Foods acquisition. Two term loans totaling $922 million 

will mature in July 2019 and March 2021. The last piece of the unsecured debt is a $90 million of 

Canadian committed revolving credit facility maturing in July 2019.  

 

Although almost the entire debt is unsecured, Campbell will be facing $300 million of senior note 

maturing in February 2019 and $90 million of revolver maturing in July 2019. Commercial papers 

will also be due within one year. 

 

 

IV. Liquidation Analysis 

 

In accordance with Campbell’s plans to divest certain non-core businesses within its international 

biscuits and snacks and Campbell Fresh operating segments, liquidation analysis has been 

performed to show how much value may be recovered should Campbell’s liquidate Bolthouse 

Farms, Kelsen, and Garden Fresh Gourmet brands, which were acquired in 2012, 2013, and 2015, 

respectively. As each business’ balance sheet is not available, the following analysis is based on 

the assets upon acquisitions enclosed in Campbell’s 10-K. 
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The assumed liquidation value is $781 million. Considering each brand’s growth and capital 

investment received under Campbell’s umbrella since acquisition, the total liquidation value can 

be conservatively approximated as $1 billion.  

 

Since the Campbell’s brand, one of the most iconic American brands, was a part of the original 

company the brand does not appear on the balance sheet as an intangible asset. Nonetheless, in a 

liquidation the Campbell’s brand would be worth something. While valuing an iconic brand like 

Campbell’s soup as a standalone asset is more art than science there is recent example of an iconic 

brand that was essentially sold on a standalone basis. In 2013, Apollo purchased the Hostess cake 

brands which included the much-loved Twinkies brand for $410 million.11 The purchase made in 

a Chapter 7 sale only included the cake brands, the recipes, and five factories so it is a fairly “pure” 

sale of a brand. Taking into account the well-publicized success of the turnaround of Hostess, the 

fact the sale included 5 factories, and the wider reach of Campbell’s soup it is safe to say that $400 

million would be a floor for the Campbell’s brand. As such a conservative liquidation value for 

Campbell’s Soup company would be $1.4 billion. 

 

 
 

The above partial liquidation would be able to cover more than 70% of the $1.896 billion of short-

term borrowings such as commercial papers, but the vast majority of the unsecured debt would not 

be able to be serviced.  

 

 

 

 

                                                           
11 Bertoni, Steven. "Twinkie's Miracle Comeback." Forbes, April 15, 2018. Accessed December 8, 2018. 

https://www.forbes.com/sites/stevenbertoni/2015/04/15/twinkie-billion-dollar-comeback-hostess-metropoulos-

apollo-jhawar/#27a097fb7235. 

($M)

Assets Bolthouse Farms Garden Fresh Gourmet Kelsen

Cash and Equivalents 3 0 2 5 100% 5

A/R 74 10 20 104 50% 52

Inventories 122 5 50 177 50% 88.5

Other Current Assets 8 0 2 10 100% 10

Total Current Assets 207 15 74 296 52.5% 155.5

Plant Assets 335 22 47 404 50% 202

Goodwill 692 116 140 948 0% 0

Other Intangible Assets 580 86 173 839 50% 419.5

Other Assets 8 0 0 8 50% 4

Total Assets 1822 239 434 2495 31.3% 781

Book Value
Subtotal Recovery Liquidation Value

Facility Book Value

Recovery 

Value

Recovery 

Percentage

Secured Claims

Secured Capital leases 7 7 100%

Unsecured Claims

Commercial Paper 1,140 1，140 100%

Revolver 90 90 100%

Term Loans 922 - -

Senior Bonds and Notes 8,005 163 2%
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V. Debt Priority 

 

As of FY2018 (July 29, 2018) Campbell has $9,894 million of outstanding debt, including $1,230 

million of short term debt and $8,934 million of long-term debt (including capital leases). The only 

debt that is secured is the capital leases, all other debt is unsecured. This debt amount includes 

approximately $6.2 billion of debt that incurred in March 2018 in connection with the acquisition 

of Snyder's-Lance in the form of senior notes ($5.3 billion) and a senior unsecured term loan 

facility ($900 million).  

 

Although there are no bonds or notes that are contractually subordinate and all outstanding debt 

(except $7 million of capitalized leases) is unsecured, the registration for the March 2018 notes 

indicated that the senior unsecured notes are structurally subordinate to debt held at the subsidiary 

level which amounted to $501 million at the time of issue, which we can see is from the outstanding 

Australian Note and Canadian Credit Facility. Besides this ~$500 million of structurally senior 

debt, all other debt is held at the U.S. Holding Company level and is pari passu.  

 

Campbell’s Current Debt Outstanding12 

 

 
 

 

 

 

                                                           
12 Capital IQ 

Debt Summary Data

 For the Fiscal Period Ending

 Currency  USD  USD

 Units  Millions % of Total  Millions % of Total

 

Total Commercial Paper 1,140.0              11.5% 1,171.0              11.9%

Total Revolving Credit 90.0                    0.9% 89.0                    0.9%

Total Term Loans 922.0                 9.3% 900.0                 9.1%

Total Senior Bonds and Notes 8,005.0              80.9% - -

Total Capital Leases 7.0                      0.1% - -

General/Other Borrowings - - 7,686.0              78.1%

  Total Principal Due 10,164.0            102.7% 9,846.0              100.0%

Total Adjustments (270.0)                (2.7%) - -

  Total Debt Outstanding 9,894.0              100.0% 9,846.0              100.0%

Additional Totals

Total Cash & ST Investments 226.0                 - 205.0                 -

Net Debt 9,668.0              - 9,641.0              -

Total Senior Debt 10,164.0            102.7% 9,846.0              100.0%

Total Short-Term Borrowings 1,488.0              15.0% 1,806.0              18.3%

Curr. Port. of LT Debt/Cap. Leases 408.0                 4.1% 39.0                    0.4%

Long-Term Debt (Incl. Cap. Leases) 7,998.0              80.8% 8,001.0              81.3%

Total Bank Debt 1,012.0              10.2% 989.0                 10.0%

Total Secured Debt 7.0                      0.1% - -

Total Senior Secured Debt 7.0                      0.1% - -

Total Unsecured Debt 10,157.0            102.7% 9,846.0              100.0%

Senior Unsecured Bonds and Notes 8,005.0              80.9% - -

Fixed Rate Debt 7,105.0              71.8% - -

Variable Rate Debt 3,052.0              30.8% 2,160.0              21.9%

Source: CapIQ Capital Structure Summary, accessed 12/11/2018

 3 months FQ4/CQ2

 Jul-29-2018

 3 months FQ1/CQ3

 Oct-28-2018
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VI. Zero-Based Budgeting Overview  

 

In August 2018, Campbell’s executives announced that it would be continuing to undertake three 

primary initiatives13:  

 

1. Streamlining the organization 

 

2. Expanding zero-based budgeting efforts 

 

3. And optimizing the company’s manufacturing network.  

 

Along with this announcement was the acknowledgement that “administrative expenses increased 

19% to $654 million from $550 million a year ago. The increase was primarily due to higher 

expenses related to cost savings initiatives, the impact of acquisitions, including integration costs, 

partially offset by lower incentive compensation costs.” Executives went on to explain that the 

increase in administrative expenses were “related to cost savings initiatives (approximately 9 

percentage points); the impact of acquisitions (approximately 7 percentage points); acquisition 

integration costs (approximately 2 percentage points); consulting costs incurred in connection with 

the strategic review (approximately 1 percentage point). Therefore, the administrative expense 

category broke down as follows: 

 
Administrative Expense ($M)

2017 2018 Change Percent Change

550 654 104.0 19%

Administrative Expense by Category

Category % of Total % of Increase Spend ($M)

Cost Savings Related 9% 48% 49.5

Impact of Acquistions 7% 37% 38.5

Acquistion Integration Costs 2% 11% 11

Consulting Costs 1% 5% 5.5

Total Change 19% 100% 104.5*

* Difference Due to Rounding  
 

This is all fairly strong evidence that the company is in the early stages of a long-term cost 

transformation using a zero-based budgeting (ZBB) approach. This up-front investment is not 

surprising. According to an article in the July 2018 edition of the McKinsey Quarterly one of the 

keys “to spending efficiency is greater transparency, which enables leaders to track impact and 

intelligently re-direct funds.”14  In other words, large enterprises such as Campbell’s not only need 

to invest in the technical know-how (i.e. “consulting costs”) when undertaking a zero-based 

budgeting initiative, they also need to invest in technology, management systems, and training (i.e. 

“Cost Savings Related”) to accurately track spending across the entire business. Saving money is 

not free!    

 

At the core, ZBB is a transformative process. ZBB was introduced into the American corporate 

lexicon in 1970s. Instead of budgeting based on last year’s spending and applying a “growth 

                                                           
13 Campbell Soup Company. "2018 Annual Report." Company Report, September 27, 2018. Page 26. 
14 Fritzen, Søren, Matt Jochim, Carey Mignerey, and Mita Sen. "Zero-based Productivity: The Power of Informed 

Choices." McKinsey & Company. July 2018. Accessed December 12, 2018. https://www.mckinsey.com/business-

functions/operations/our-insights/zero-based-productivity-the-power-of-informed-choices. 
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factor” ZBB calls for leaders to build  a company’s budget from a “zero base.”  As two practitioners 

describe, “What makes ZBB unique is not the budgeting methodology; it is the mind-set shift that 

upends managers’ default assumptions. Rather than compare this year’s spending to last year’s, 

ZBB looks instead for the most efficient return on spending, from the bottom up.” 

 

ZBB can be an ideal solution for a company like CPB for two reasons. First, ZBB enables a 

company to craft a “fit for-purpose cost structure” and examine spending that has long been on 

“auto-pilot” and not necessarily reflective of current business conditions. Second, the savings 

harvested from ZBB can be used to invest in growth initiatives.15  

 

CPB’s acquisition of Snyder-Lance may have been part of a strategic roll-up strategy by combining 

two large companies. Such a horizontal integration may provide long-term cost and revenue 

synergies, but realizing these synergies is not automatic. For instance, combining two 

manufacturing and distribution networks should decrease costs but determining how large the 

combined footprint should be and what specific facilities ought to be shuttered is a decision that 

requires an investment of time and capital. Similar logic applies across the cost-structure. A 

combined Sales, General, and Administrative (SG&A) function has the potential to be less costly 

than two independently operating functions, but uncovering the savings opportunities requires 

detailed analysis. Perhaps most importantly a successful ZBB transformation has a purpose beyond 

simply reducing costs. Companies can look to ZBB as a method to raise for investment initiatives 

outside of the capital markets. It is clear from looking at CPB’s income statements from the past 

five years that investment has not come from within but rather from debt-funded acquisitions.  

 
CAGR

(2014-2018) 2018 2017 2016 2015 2014

Net sales ($M) 1% 8685 7890 7961 8082 8268

Pct. YoY Change 10% -1% -1% -2%

Research and development expenses -2% 110 111 105 117 122

Pct. YoY Change -1% 6% -10% -4%

Pct. of Sales 1.3% 1.3% 1.2% 1.3% 1.4%

Interest expense 11% 201 112 115 108 122

Pct. YoY Change 79% -3% 6% -11%

Pct. of Sales 2.3% 1.3% 1.3% 1.2% 1.4%  
 

While net sales have seen very tepid annualized growth of 1% a year since 2014, interest expense 

has grown at a rate of 11% per year. During this time research and development expenses have 

actually declined year-over-year. Executives may have concluded that the most promising 

prospects for top-line growth were outside of the company, but these prospects required a 

significant increase in debt. As executives have explained, these acquisitions have come at a cost 

beyond the initial acquisition cost, integration has proved to be expensive. 

 

Areas for Savings 

 

After the activist hedge-fund Third Point took a significant (approximately 8% of common stock) 

equity stake in CPB, it became clear that CPB was under significant pressure to transform their 

spending profile. As late as October 2018, Third Point was calling for fellow investors to vote out 

                                                           
15 Ibid 
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the entire board in order to install a chief executive who would oversee a transformation. By the 

end of November, Third Point and the management of CPB had come to an agreement in which 

Third Point would get three board seats on CPB and management would continue its cost savings 

efforts. In all likelihood, cost savings efforts will focus on the cost of products sold as this is both 

the largest spend category and growing rapidly.  

 
2018 2017 2016 2015 2014

Net sales $8,685 $7,890 $7,961 $8,082 $8,268

YoY Change 10.1% -0.9% -1.5% -2.2%

Cost of products sold 5,869 4,965 5,033 5,300 5,297

YoY Change 18.2% -1.4% -5.0% 0.1%

Pct. Of Net Sales 68% 63% 63% 66% 64%  
 

From 2017 to 2018 Campbell’s saw significant top-line revenue growth due to the Snyder-Lance 

acquisition but the growth in cost of products sold significantly outpaced the revenue growth. 

Between 2017 and 2018, revenue grew by 10.1% while cost of products sold grew by 18.2%. In 

2017, cost of products sold were 63% of net sales, by 2018 this figure rose to 68%. Remarks from 

executives in the annual report suggested that this increase in cost of products was the result of 

essentially macroeconomic events:  

 

“The cost of distribution has increased due to a significant rise in transportation and 

logistics costs, driven by excess demand, reduced availability and higher fuel costs. In 

addition, certain of the materials required for the manufacture of our products, including 

steel, have been or may be impacted by new or recently proposed tariffs.”16   

 

While the explanation may partially explain the increase, these macroeconomic forces have not 

seemed to impact CPB’s primary competitors to the same degree. Mondelez, one the world’s 

largest snack food companies, was able to reduce the cost of goods sold from 2017 to 2018 while 

growing top line revenues. Kraft Heinz, a direct competitor who has been rumored as a possible 

suitor of Campbell, did see COGs growth out pace revenue growth but not to the same degree as 

Campbell.  

                                                           
16 Campbell Soup Company. "2018 Annual Report." Company Report, September 27, 2018. 
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The more likely explanation is that while macroeconomic events did have some impact on 

Campbell’s cost of products sold, the integration of two large companies may have resulted in 

increased costs. Coordination between two previously independent manufacturing and distribution 

organization does not occur immediately and there may have been costly integration challenges in 

the first year. In the long-term, a larger company may be able to realize procurement synergies 

through volume discounts and increased information in negotiations. In the short-term, it is 

possible that procurement costs increased due to inefficient purchasing practices. While the 

company did not address these integration related cost-increases, it is reasonable to assume that 

management and their activist investors will be focused on reducing costs of goods sold using a 

zero-based approach. 

 

Pro-forma Projections for Savings 

 

It is no secret that Campbell’s Soup competes in a challenging industry. At best, consumer eating 

preferences are constantly changing while at worst consumer eating preferences are simply not 

aligned with Campbell’s core product offering. However, it is safe to assume that there will be a 

market for mass-produced chicken noodle soup, tomato soup, pretzels, and snack crackers going 

forward. Therefore, for the purposes of these projections we will assume that CPB will continue 

to grow revenues at the 5-year growth rate they have seen since 2014. 

 

As previously discussed, zero-based cost transformation is not a one-year process and it is not 

without cost. We will assume that management will meet its target of 2021 to realize its cost saving 

targets and by 2021 cost of product sold will be back to 63% of revenue. It seems as management 

has incurred significant up-front costs (establishing a spend control tower, training, consulting) 

associated with the start of a zero-based budget transformation, however there will be continued 

cost associated with this transformation in the next two years but by 2020 administrative expense 

should be stabilized. Finally, we should assume that some of the savings will be re-invested back 

into the business in the form of research and development spending. Perhaps some of these R&D 

efforts will be focused on revenue growth initiatives (e.g. developing a new product) while others 

will be focused on more long-term strategic cost saving measures. Nonetheless, a comprehensive 

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

Mondelez KraftHeinz Cambell's Soup

Change from 2017-2018

Pct Change in Net Revenue Pct Change in Cost of Sales
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zero-based budgeting program will include some effort at reinvestment. With these assumptions 

in mind we make the following projections: 

 
Assumptions

Net Sales Growth 1.0%

Cost of Products/Net Sales

Marketing and selling

(YoY change)

2019 67% 2019 -0.50%

2020 65% 2020 0%

2021 63% 2021 0.50%

Administrative Expenses

2018 2019 2020 2021 2022

Cost Savings Related 49.5 24.8 12.4 0.0 0.0

Impact of Acquistions 38.5 9.6 2.4 0.0 0.0

Acquistion Integration Costs 11.0 5.5 2.8 0.0 0.0

Consulting Costs 5.5 4.5 3.0 2.0 2.0

Other Admin Costs 549.5 549.5 549.5 549.5 549.5

Total 654.0 593.9 570.0 551.5 551.5

Research and Development

(YoY Change)

2019 0%

2020 5%

2021 1%

Pro-Forma Projections

2018 2019 2020 2021 2022

Net sales 8685.0 8770.9 8857.6 8945.2 9033.7

Costs and expenses

Cost of products sold 5869.0 5876.5 5757.5 5635.5 5691.2

Marketing and selling expenses 902.0 897.5 897.5 902.0 902.0

Administrative expenses 654.0 593.9 570.0 551.5 551.5

Research and development 110.0 110.0 115.5 116.7 116.7

Other expenses / (income) 619.0 619.0 619.0 619.0 619.0

Restructuring charges 62.0 0.0 0.0 0.0 0.0

Earnings before interest and taxes 469.0 674.0 898.1 1120.6 1153.3  
 

 

VII. Growth Opportunities 

 

Currently, Campbell’s product offerings, across all categories, resemble a cupboard caught in the 

past. More likely to be found in a nuclear fallout shelter than a millennial’s pantry, condensed 

soups and stale pretzels simply do not inspire purchasing, especially by younger generations. 

While the food industry has always been challenging, some firms have been able to establish a 

clear leadership position by curating a differentiated slate of products. Campbell’s failure to adapt 

to consumers’ changing tastes and preferences has created urgency to re-align to new market 

realities.  

 

Domestically, the United States has been changing demographically through both immigration and 

newborns. One of the biggest growing sectors is the Hispanic population. By 2030, the total 

percentage of the population identifying as Hispanic will grow by three percent, and by 2060, that 

figure will have grown by ten percent.17 Campbell attempts to enter the ethnic food industry has 

been dismal to say the least. Until 2014, Campbell did not have any flavors of soup that remotely 

sought to have a Latin flavor. Then, the decision to choose nacho and queso fiesta as the headlining 

introductions certainly fell flat.18 While the vision for Hispanic foods may have been alive in 1994 

                                                           
17 Vespa, Jonathan, David M. Armstrong, and Lauren Medina. Demographic Turning Points for the United States: 

Population Projections for 2020 to 2060. Publication no. P25-1144. U.S. Census Bureau. 6. 
18 Watrous, Monica. "Campbell Hopes to Hit with Hispanic Consumers." Food Business News, November 20, 2013. 

Accessed December 6, 2018. https://www.foodbusinessnews.net/articles/1261-campbell-hopes-to-hit-with-hispanic-

consumers. 
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when Pace was bought, that acquisition should be considered as a case study in cultural 

appropriation on a grocery store shelf. With extremely limited offerings in ready to eat choices, 

such as nacho macaroni and cheese, the line of foods cannot be considered a serious attempt to 

cater to the growing Hispanic population. 

 

Another New Jersey firm, Goya, has grown steadily over the years as a source for acceptable 

Hispanic food, either canned or otherwise. Interestingly enough, Goya’s food does not strictly 

appeal to one demographic. In fact, this brand has served as a cultural ambassador, bringing new 

foods to Americans of all origins.19 While the firm remains in private hands, revenue has been 

tracked as growing from $1 billion to $1.4 billion over the past five years, indicating almost 8% 

growth per annum.20 This increase in revenue does not just account for shifting demographics, but 

changes in tastes and preferences as well. Campbell’s has missed numerous consumer trends, and 

management appears to be slow to change. For example, the Sriracha craze hit products ranging 

from beer to almonds. Maybe Sriracha Goldfish? So what’s next? 

 

Campbell’s soups have long since appealed to the more fiscally conservative shoppers. But for 

some time, private labels have been able to undersell this market. There is virtually no difference 

between a store brand cream of mushroom soup and the goup that comes out of the marked up red 

can. Something different needs to take place outside of the canned food aisle. While the mealkit 

idea has already been explored with Chef’d, the results have been varied. However, there is a great 

company, Café Spice, that makes outstanding Indian dishes, that are flavorful, fresh, and only 

require microwaving to properly serve. As seen with Goya, ethnic foods can appeal to many 

different types of people, if the quality is consistent. Further, everything must be approachable, 

but authentic. Unlike Pace, Café Spice can be considered the real deal in Indian cuisine. Instead of 

dressing up rubbish, as Chef’d tries to do, Café Spice creates simple but appealing menu options. 

With an eye toward genuine offerings, Campbell’s should explore many other different cuisines, 

from across Asia to the Mediterranean as well. With the ability to produce in large quantities and 

create some sense of consistency, Campbell’s could facilitate the growth of many smaller 

enterprises through a roll up. But, it must be careful not diminish the uniqueness of each dish. 

 

 

VIII. Conclusions 

 

Campbell Soup Company is an iconic American company founded in 1869 and still 41% owned 

by heirs to the inventor on condensed soup. The company has struggled to adapt to changes in 

consumer preferences towards healthier ingredients and fresher foods, including a series of poorly 

executed acquisitions that have been a continued drag on earnings. The inability to adapt to 

changing consumer tastes as well as poor cost controls and intensifying competition from low-cost 

generic competitors have created substantial headwinds for the company.  

 

                                                           
19 DePillis, Lydia. "How Goya Brought Ethnic Food to White America." The Washington Post, August 23, 2013. 

Accessed December 3, 2018. https://www.washingtonpost.com/news/wonk/wp/2013/08/23/how-goya-brought-

ethnic-food-to-white-america/?utm_term=.4f877dec7eb9. 
20 Newman, Richard. "Goya Foods Is Smorgasbord for NJ." APP, July 24, 2016. Accessed December 4, 2018. 

https://www.app.com/story/money/business/main-street/2016/07/24/goya-foods/87409002/. 
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The previous CEO’s most recent attempt to address these headwinds was a bet-the-company $6.1 

billion acquisition of Snyder’s-Lance at the end of 2017 to gain access to the higher growth snack 

market. These on-going issues all but invited the intervention of one of Wall Street’s most famous 

activist investors, Dan Loeb’s Third Point, which had attempted through a proxy battle to replace 

the entire board and advocated a sale of the company. Third Point and Campbell’s recently 

announced a settlement agreement in which the board would be expanded and two Third Point 

nominated directors would be appointed to the board, with a third independent director to follow.  

 

Campbell has undergone a strategic review and is now focused on divesting non-core assets to pay 

down debt, optimizing the existing portfolio, and executing best in-class cost savings in line with 

what 3G has done with Kraft Heinz. Campbell is doing all this while trying to execute the 

successful integration of its largest ever acquisition and with continued pressure from activist 

investors and regular shareholders. If Campbell is unable to execute on this envisioned turnaround, 

it will be increasingly difficult for management to justify Campbell’s existence as a stand-alone 

company although the heir’s 41% equity interest gives the company a lot of room to kick the can 

down the road.  

 

 


