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Preface

IF THE GLOBAL ECONOMY had a characteristic sound when 

this book was being written, it was champagne corks popping in 

the offices of merger & acquisition (M&A) advisers from London to 

Shanghai and New York. Global dealmaking escaped its austerity 

shackles, breaking the $5 trillion barrier in 2015 and easily eclipsing the 

$3.7 trillion record set in 2007, according to data on announced deals 

compiled by Dealogic.

Whether future years match or even exceed those levels again, M&A 

will remain a catalyst for business transformation worldwide – even 

when the economic cycle inevitably turns downward again. Examined 

through the lens of history, more deals were done in 2009, a trough 

following the last recession, than in almost any prior peak year. M&A 

deals have become an accepted driver of business growth and boards 

use those deals as a tool to achieve corporate expansion, whether into 

new products and geographic markets or to consolidate with a current 

or potential competitor. The headline sums involved over the past 35 

years are staggering. Looking at the global picture, the combined value 

of all M&A deals from 1980 to the end of 2015 (almost $65 trillion) is 

bigger than the current annual world economy value outside the US. In 

that same period, almost 900,000 deals were announced.

Many were questionable or poorly executed, as we will show in 

this book. With companies expected to continue to merge in record 

numbers, it is time to learn some critical lessons from those deals.

So, M&A is an increasingly important feature of the global economy, 

but does dealmaking hurt or help business and the economy overall? 

The answer is that M&A, when properly done, drives corporate and 

economic growth, thus creating jobs and fostering innovations, among 
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other benefits. The inverse, however, is also true: M&A, badly done, 

can damage business and, by extension, the economy and result in 

hundreds if not thousands of employees being made redundant.

In 2014 the government of the UK – one of the most active markets 

globally for M&A – commissioned Cass Business School’s Mergers and 

Acquisitions Research Centre (MARC) to investigate whether M&A has 

a negative or positive impact on the country’s economy.

To answer this question, MARC conducted research on UK-listed 

entities, measuring the short-term or direct impact of the deals made 

in the period 1997 to 2007 – the share-price reaction on the day the 

deal was announced – and the longer-term impact measured by share-

price development and financial performance in the two to three years 

after the transaction. The answer was that M&A deals do generate 

short-term benefits for the economy, especially because some large 

deals were spectacularly successful. However, over the longer term, 

the results are less clear. Despite some highly successful tie-ups that 

drove the economic results to an overall positive average, the majority 

of UK acquisitions by number in the research period actually destroyed 

value. In summary, deals can be hugely beneficial for all involved when 

you get it right, but they still struggle to live up to their initial hype – 

and potential.

The solution is to get the deal strategy and execution right – and in 

this book we will show you how. Why Deals Fail is aimed at business 

people who want to understand better how M&A can drive corporate 

fortunes. Whether you are a seasoned M&A professional, an employee 

in a company that is acquiring or being acquired, or a newly graduated 

business student wanting to know more about dealmaking, this book 

will help you to make the right decisions when they are most crucial.

Most of the deals detailed in this book are lessons in what not to do; 

we will lift the corporate veil to show you what went wrong when huge 

and otherwise highly successful global businesses such as Royal Bank 

of Scotland (RBS), Microsoft and HP embarked on M&A transactions. 

But we will also show you large and small companies that got it right, 

such as Diageo and Centrica. Thus some case studies are examples of 

why deals fail, whereas others take the opposite view on how to rescue 

them.

Chapter by chapter, we take you through each stage of a takeover 
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 Preface xv

process, ending each one with a simple set of guidelines – a “dos and 

don’ts” list – to keep deals on track. There are lessons from small 

family-owned businesses, such as Timpson, a shoe-repair and key-

cutting firm, that large companies should emulate, and conversely 

lessons from some large companies that can be used by small and 

medium-sized businesses.

Part 1: Pre-deal
Chapter 1 discusses the starting point to any transaction, namely the 

need to align the M&A strategy with the overarching corporate strategy. 

There are several alternatives to M&A – or corporate status if you will 

– all of which should be carefully considered before embarking on the 

arguably riskiest option, that is, a full corporate M&A deal.

Main case studies – Chapter 1

French food company Danone and China’s Wahaha; law firm Wachtell, Lipton, 
Rosen & Katz.

Once managers have decided to use M&A to achieve their aims, 

a carefully devised target-selection process is crucial for success, in 

terms of securing the deal and also to establish that the selected target 

is indeed fit for strategic purpose. This is the subject of Chapter 2.

Main case studies – Chapter 2

Global spirits producer Diageo’s pursuit of three emerging-market targets; the 
banking merger between RBS and ABN AMRO; Timpson’s acquisition of Max 
Spielmann.

Chapter 3 addresses the first phase of the all-important due 

diligence process. It looks at the pitfalls and risks of cutting corners 
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at this stage of the process, covering both the traditional tangible due 

diligence areas such as financials, IT, legal and operations, and crucial 

intangible aspects such as people, culture and ethics.

Main case studies – Chapter 3

Carmakers BMW and Volkswagen in their pursuit of Rolls-Royce; the proposed 
merger between soft drinks producers Britvic and A. G. Barr.

The issue of value versus price is critical in dealmaking. Chapter 

4 outlines the steps needed to establish the buyer’s walkaway price 

(value) and the seller’s, or market’s, view on value (price).

Main case studies – Chapter 4

Vista Equity Partner’s takeover of financial-technology provider Misys; Rio 
Tinto’s acquisition of Alcan.

Part 2: The deal
There are as many negotiating tactics as there are deals, but the 

overriding theme is that knowledge is power. Chapter 5 discusses ways 

in which companies and their advisers can use the knowledge and 

expertise developed in the first four chapters to the best advantage. 

It considers the various types of corporate scenarios from auctions 

to hostile bids. It profiles a legendary investment banker, Bruce 

Wasserstein, and looks at what takes place during a deal at the first 

meeting between the two chief executives.
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Main case studies – Chapter 5

The foreign purchase of Manchester United; the failure of one of the world’s 
largest companies, Microsoft, to buy Yahoo!; pharmaceutical company Shire’s 
agreed takeover of Baxalta.

A high-quality communication plan is crucial to the success of a 

deal; this can be done in-house or by external public relations (PR) 

advisers. Chapter 6 assesses the benefits of PR advice and provides 

insight from two PR professionals. It also looks at the growing 

importance of activist investors.

Main case studies – Chapter 6

Insurance company Prudential’s failed bid for AIA.

Regulators are a growing challenge to dealmakers, especially in 

larger deals and cross-border M&A. Chapter 7 guides you through 

the world’s biggest regulators, such as the European Commission’s 

Competition Division, and introduces you to national governments 

and their agendas on foreign investment. This necessarily includes 

local rules relating to “proper behaviour” during a takeover.

Main case studies – Chapter 7

Global food group Kraft’s takeover of the UK-based confectioner Cadbury; the 
blocked merger between two of the largest stock exchanges in the world, NYSE 
Euronext and Deutsche Börse; the failure of Dubai Ports World, based in the 
United Arab Emirates, to include US ports in its acquisition of P&O.
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Part 3: Post-deal
The earlier parts of this book are mostly about doing the right deal. 

Chapter 8 looks at how to do a deal the right way. This is fundamentally 

about good integration planning and execution. Done properly, 

integration starts at the deal-planning phase as discussed in part 1 

and 2, and really kicks in after the deal is announced. At that point, 

if executed well, you will see the structure of the merged company 

put in place and integration already beginning. If the process looks 

challenging at this point, it may be because the deal was ill conceived 

– and deals can fall apart in this phase. The second part of the chapter 

considers post-closing integration, and in particular the first 100 days.

Main case studies – Chapter 8

The abandoned merger of two leading public relations companies, Omnicom 
and Publicis; Action for Blind People’s merger with the Royal National Institute 
of Blind People; mobile-phone company Zain’s African expansion; energy and 
services company Centrica’s integration of Venture Productions.

What happens when a merger fails? History tells us that corporate 

marriages do not always last forever; even a deal that appears now 

to be very right may not be so in ten years’ time, particularly as the 

world economy or new technologies develop in ways that dramatically 

change markets. A split – or corporate divorce – need not be a bad 

thing: as Chapter 9 shows, divisions that were unloved by their large 

corporate owners can go on to be a huge success with different backers 

or even as independent companies. However, once a split does become 

inevitable, special attention is needed over issues such as staff and 

governance to ensure an amicable break-up.

Main case studies – Chapter 9

The demerger of one of the largest-ever tech deals (the merger of HP and Compaq); 
BC Partners’ purchase of Mergermarket Group from publisher Pearson.
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The concluding chapter ends with a challenge to readers to keep the 

learning current on how to make deals even better.

*
This book originated as an idea that Anna Faelten and Scott Moeller 

had while working at Cass Business School. Many books on “how to 

do deals” exist and some document deals that failed. But there did not 

seem to be any that linked the two. Thus began the planning for a book 

that looked at big and small failures but went several steps further, 

identifying not just why they failed but what could have been done to 

avoid those failures, thus providing guidance for future deals. When 

Anna later moved to start working at EY she discussed the book with 

Michel Driessen, and he joined the authorship team to share insights 

from his experience in this area.

Together, we discussed the issue of why deals fail. Surprisingly, we 

quickly came to a joint conclusion that, among the dozens of reasons 

provided in many textbooks and articles on the topic, there are three 

that stand out: planning, communication and people. These are 

outlined in the Introduction and are referred to throughout the book.

We hope that this book provides a practical guide and insight to 

managers and other interested readers on the dos and don’ts of making 

a deal a success. As you will see, a successful deal is not easy to achieve, 

and it depends on the people and parties involved and a relentless 

focus on the three components that make a deal work.

No deal is the same as the last or the next, which is of course 

what makes it so fascinating, but some themes are consistent across 

types, sizes and geographies. We strongly believe many failures can be 

avoided if company executives keep track of the three big mistakes of 

dealmaking: planning, communication and people.

A note on terminology
There are numerous words describing dealmaking, such as 

transaction, acquisition, takeover, investment, deal and merger. The 

most important distinction is arguably between a merger and an 

acquisition. The technical definition of the difference – as it happens a 

non-standardised and debated one – is outside the scope of this book. 
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That said, in general, a merger is a combination of two similarly sized, 

often large, leading companies in the same industry that creates a new, 

larger company; whereas an acquisition is typically a bigger company 

buying out the shareholders of a smaller one, then integrating it within 

its own structure. Many people use these terms interchangeably, but 

we have tried to be careful in making the above distinctions between 

mergers and acquisitions.

September 2016
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