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WHY DEALS FAIL

By Jens Kengelbach, Uwe Berberich, and Georg Keienburg

HE BOSTON CONSULTING GROUP’S

2015 M&A report, From Buying Growth
to Building Value: Increasing Returns with
ME&A, demonstrates that M&A can create
growth and value—but only when deals
are well designed and postmerger integra-
tion (PMI) is effectively executed. Compa-
nies that make multiple acquisitions are far
more likely to get it right, while “one-tim-
ers” (companies that make one acquisition
in a five-year period) drag down overall
averages—thanks to inexperience, exagger-
ated expectations, and poor processes.

In our 2015 Corporate Leaders M&A Sur-
vey, four of the most cited reasons for deal
failure (by half or more of the respondents)
relate to PMI: poor integration, high com-
plexity, difficult cultural fit, and low syner-
gies. While most companies have standard-
ized processes for such endeavors as target
search, due diligence, and valuation meth-
ods, less than 40 percent have a standard-
ized approach to PMI. (See Exhibit 1.)

Corporate leaders are clear on the reasons
they pursue M&A, and growth tops the list.

Asked to rank various transaction ratio-
nales on a scale of one to five (five being
most important), more than three quarters
of respondents ranked product diversifica-
tion and market share expansion three or
higher, and more than two-thirds gave simi-
lar rankings to geographic diversification.

Chance favors the well-prepared acquirer.
More than 35 percent of all acquisitions re-
sult from a window of opportunity created
when a specific target becomes available.
Another third stems from a disciplined
make-or-buy decision. Only 10 percent of
deals are triggered by a competitor’s activi-
ties or by pressure from shareholders.

When it comes to deal sourcing, almost 50
percent of M&A transactions are the result
of an internal strategic portfolio review or
target search process. Finding the right tar-
get is anything but easy. M&A managers on
average screen 20 candidates for each
closed deal. Some 60 percent of all opportu-
nities are immediately rejected; due dili-
gence is conducted for only 14 percent. In
our experience, the success of M&A strategy

For more on this topic, go to begperspectives.com



EXHIBIT 1 | Most Companies’ Standardized Deal Processes Overlook PMI

DO YOU HAVE A STANDARDIZED WHICH OF THE FOLLOWING COMPONENTS OF THE
BUY-SIDE PROCESS? BUY-SIDE PROCESS ARE STANDARDIZED?
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Sources: BCG 2015 Corporate Leaders M&A Survey; BCG analysis.
Note: A total of 65 corporate leaders responded to this survey question. Because of rounding, the percentages in the left-hand graphic do not
add up to 100.

is very much the result of its connection to
corporate strategy and determined by the
successful management of this deal funnel.

At the end of the day, however, it all comes
down to what gets measured. And here is a

surprise. Less than two-thirds of corporate
leaders said they measure the success of
every deal they do, and just over one-third
said they only track the success of “impor-
tant” deals. (See Exhibit 2.) Almost half
(47 percent) cited improved profitability as

EXHIBIT 2 | Profitability Outranks Value Creation in Gauging M&A Success

DO YOU MEASURE THE SUCCESS OF
YOUR ACQUISITIONS?

WHICH OF THE FOLLOWING METRICS DO YOU USE
TO MEASURE THE SUCCESS OF M&A DEALS?
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Sources: BCG 2015 Corporate Leaders M&A Survey; BCG analysis.
Note: A total of 64 corporate leaders responded to this survey question. Because of rounding, not all percentages add up to 100.
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the primary metric, while 30 percent said it  Little wonder, perhaps, that only 47 per-

is revenue growth. Only 28 percent cited cent of all deals produce a positive relative
shareholder value as the primary metric, total shareholder return one year after the
and 12 percent said shareholder value is transaction date.

not an important factor to measure.

About the Authors

Jens Kengelbach is a partner and managing director in the Munich office of The Boston Consulting
Group, the firm’s global head of M&A, and leader of the BCG Transaction Center. You may contact him by
e-mail at kengelbach.jens@bcg.com.

Uwe Berberich is a principal in the firm’s Dusseldorf office and a core member of the BCG Transaction
Center in Europe. You may contact him by e-mail at berberich.uwe@bcg.com.

Georg Keienburg is a principal in the firm’s Cologne office and a core member of the BCG Transaction
Center in Europe. You may contact him by e-mail at keienburg.georg@bcg.com.

The Boston Consulting Group (BCG) is a global management consulting firm and the world’s leading advi-
sor on business strategy. We partner with clients from the private, public, and not-for-profit sectors in all
regions to identify their highest-value opportunities, address their most critical challenges, and transform
their enterprises. Our customized approach combines deep insight into the dynamics of companies and
markets with close collaboration at all levels of the client organization. This ensures that our clients
achieve sustainable competitive advantage, build more capable organizations, and secure lasting results.
Founded in 1963, BCG is a private company with 82 offices in 46 countries. For more information, please
visit bcg.com.

© The Boston Consulting Group, Inc. 2015.
All rights reserved.
10/15

beg.perspectives | iy Deals FaiL

by THE BOSTON CONSULTING GROUP



