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Note to the Professor
Date:
March 1, 2004
To:
Professor Campbell Harvey

From:
Sanjay Pamnani; Heidi Pellerano; Dhanusha Sivajee; Vidhi Tambiah

Re: 
The Maharaja Dilemma

In 1991, the Olé Spring joint venture was established between the Maharaja Corporation and PepsiCo International. Under the terms of franchise the agreement, Maharaja acquired the rights to become the exclusive bottler and marketer of the Pepsi, Miranda and 7-UP brands in Sri Lanka. The case opens in January 1997 when the Maharaja Corporation is in search of a new third-party investor for the Olé venture and has received only one proposal from Donaldson, Lufkin & Jenrette (DLJ).  
The case solution revolves around the decision-making process and leads to the analysis of the investment proposal from both the perspective of the outside investor and the Maharaja Corporation as the local Sri Lankan company.  The principal decision point is the risk analysis and the translation of these risks into a discounted cash flow valuation. More explicitly, should Maharaja accept the DLJ offer and if so, should it freely accept the terms of a proposed put option in the deal or are there other ways to mitigate specific concerns on the part of a third-party investor?
The case is designed to introduce a cross-disciplinary approach to financial analysis and considers the complexity of making a direct-investment decision in an emerging market setting.
To receive:

The Maharaja Dilemma case (with exhibits)

The Maharaja Dilemma Teaching Note (with exhibits and excel spreadsheet solutions)

The Maharaja Dilemma PowerPoint
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