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ABSTRACT
Mergers and acquisitions (M&A) in the corporate world are achieving increasing
importance and attention especially in the advent of intense globalization. This is
evident from the magnitude and growth of deal values and resultant ‘mega-mergers’
transacted in recent times. As expert advisory are sought in M&A activities to
facilitate the undertaking and maximise the value of the transaction, advisory firms
begin to play a more significant and at the same time lucrative role in M&A activities,
to the extent of determining the outcome of such projects. Being an area of limited
research, it is thus valuable to investigate what M&A advisory firms view as critical
success factors to the projects they undertake. Consequently, the research question of
“What are the critical success factors for merger & acquisition projects in the view
of merger & acquisition advisory firms” has been raised. A list of ten critical success
factors for M&A projects is firstly identified from an extensive literature review.
These factors are (1) Complete and Clear objectives, goals and scope of the project,
(2) Client consultation and acceptance, (3) Project manager’s competence and
commitment, (4) Project team member’s competence and commitment, (5)
Communication and information sharing and exchange, (6) Project plan development,
(7) M&A advisory firm’s resource planning, (8) Time management and tight secrecy,
(9) Price evaluation and financing scheme, and (10) Risk management.
In an attempt to explore the importance of each factor in the practical context, data
have been collected through three research methods. Primarily, the authors conduct a
semi-structured interview with six interviewees currently working in three
organizations which provide professional services related to M&A projects.
Meanwhile, a self-completion questionnaire method is employed, following which a
sample of 325 M&A advisory firms based in the U.S. is selected to participate in an
online survey. In addition, the authors follow a case study approach based on the three
organizations of the six interviewees in order to establish comprehensive knowledge
about issues relating to M&A projects.
In response to the research question, the findings strongly indicate that seven out of
ten factors in the original list have a positive impact, being the factors listed above as
(1), (2), (3), (4), (5), (8), and (9). On the other hand, it revealed the lesser importance
of the other three. In addition, three new factors have been discovered from analyzing
the data collected, being (i) Having a number of key potential buyers with suitable
profile (ii) Right, correct and complete information and data in the data room, and (iii)
The quality of the selling company. While as another outcome of this research, further
practical insights have been provided regarding the role of M&A advisory firms, the
M&A process, common issues faced by M&A projects and the success criteria for
M&A projects.
The findings from this research contribute valuable new knowledge to both
researchers and practitioners in both project management and M&A fields, while
facilitating the achievement of successful M&A projects.

Key words: mergers and acquisitions, M&A, advisory firms, merger & acquisition
process, project management, critical success factors, project success criteria.
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1 INTRODUCTION
Background
Corporate mergers and acquisitions (M&A) have long received a lot of attention from
the corporate world, the public as well as the academic world. Thompson Financial
reports in 2005 announced that worldwide M&A deal volume is at US$2.7 trillion, a
38.4% increase from the US$2 trillion level in 2004. In comparison to 2004, US deal
value increased 33.3% to US$ 1.1 trillion in announced deals in 2005, Europe deal
volume is up by 37% to US$1.2 trillion in announced deals, and Asian deal volume
rose 64% to US$280 million in announced deals (Cogut and Rodgers, 2006, p.3).
Many corporations across the world have been considering M&A strategies to realize
cost synergies against increased competition, pricing pressures, gaps in product mix
and asset concentration.
As the number of M&A transactions increases, M&A advisory firms such as those in
the global investment banking industry benefit from this upward trend. According to
Datamonitor (2007), the global investment banking and brokerage industry generated
total revenues of US$57.5 billion in 2005, in which US$19 billion was from M&A
segment. In general, many firms that are interested in M&A projects simply acquire
help from external specialists in dealing with the transaction as they expect greater
benefits from the advice of the advisory firms. Besides, it is not common for
companies, especially small to medium ones, to maintain an in-house M&A
department with sufficient expertise for this multi-disciplinary exercise due to their
infrequent engagement in such transactions (Sudarsanam, 1995, Russo and Perrini,
2006, Bao and Edman, 2007). Although large corporations establish in-house
financial and corporate development departments, they tend to employ the advisory
services to utilize the advantages of their valuable contact network, efficient use of
client personnel, and their expertise to close the transactions (Graham and Hamilton,
1998).
According to Investopedia ULC [no date], an advisor is defined as “the person or
company responsible for making investments on behalf, and/or providing advice to,
investors”. M&A advisors may comprise investment banks, corporate lawyers,
accountants, stockbrokers, strategy consultants, investor relations and public relations
consultants, and environment consultants (Sudarsanam, 1995). However, the M&A
advisory firm in this paper specifies to an intermediary in the M&A transaction with
experience in executing M&A projects on behalf of the client. Many M&A
transactions involve an intermediary on one or both sides. In general, M&A advisory
firms provide services related to M&A transactions including the acquisition of a
specific firm, the sale of a company or a subsidiary of the company as well as
assistance in identifying, structuring and executing a merger or joint venture. They
may also provide in-depth analyses of the entity to be bought or sold, a valuation
range and the recommended structure (Graham and Hamilton, 1998).
It is widely accepted that M&A advisory firms play an increasingly important role in
M&A projects (Hunter and Walker, 1990, Sudarsanam, 1995, Servaes and Zenner,
1996). The M&A advisory firm is considered a key driver to the success of M&A
projects through their professional services. In addition, Gardiner (2005) explains that
1

understanding the critical success factors is required to succeed in a project. He also
defines the critical success factors as the deliverables that must be achieved in order
for the project to succeed (Gardiner, 2005, p.201). Therefore, in order to deliver a
successful project, the project manager needs to carefully identify and take into
consideration the relevant critical success factors. As it is often the case in which
M&A advisory firms are assigned by their clients to undertake M&A projects on the
clients’ behalf and given the increasing importance and trend for M&A activities, it is
essential to understand the critical success factors for M&A projects from the
perspective of M&A advisory firms so that such projects can be executed successfully
and to a high standard of excellence, mutually benefiting both Client and advisor
while justifying the costs and effort involved.

Research question
What are the critical success factors for merger & acquisition projects
in the view of merger & acquisition advisory firms?

The purpose of study
The purpose of this thesis is to examine the critical success factors for M&A projects
in the view of M&A advisory firms. Additionally, we see the need to explore some
specific questions related to M&A projects before conducting a thorough
investigation of our principal research question. They are:
1. What are the main roles of merger & acquisition advisory firms associated
with merger & acquisition projects?
2. What is the process of conducting a merger & acquisition project?
3. What are project success criteria for merger & acquisition projects from
the perspective of merger & acquisition advisory firms?
Once these questions have been addressed, it will provide a concrete and
comprehensive knowledge background for us to investigate and elaborate our
understanding about the critical success factors for M&A projects in the view of
M&A advisory firms. We aim to provide fruitful insights that will assist the advising
team in better achieving success in their M&A projects. At the same time, our
investigation will contribute to the body of knowledge regarding the critical success
factors for M&A projects from a specific perspective, being that of M&A advisory
firms.

The organization of the thesis
The thesis starts with the introduction to the research topic in this chapter. In Chapter
2 the literature review dealing with M&A and critical success factor topics are
presented. In the literature review on M&A, the M&A definition, the role of M&A
advisory firms and M&A process are described. Furthermore, critical factors
determining the success of projects in general, projects in different industries and
M&A projects in particular are reviewed. In chapter 3, the research methodology and
research strategy this study employs to find the answer to our research questions are
discussed. Chapter 4 discusses the main findings and analyses. Finally, the conclusion
is presented in Chapter 5.
2

2 RESEARCH BACKGROUND
The following literature review aims at exploring what has been researched regarding
the related issues around the thesis topic of “What are the critical success factors for
merger & acquisition projects in the view of merger & acquisition advisory firms”
in order to establish the context for the thesis topic. The literature review is, therefore,
categorized into two sections: (1) Mergers & acquisitions and merger & acquisition
advisory firms, and (2) Critical success factors for projects. The outcome of the
review is the proposition that is developed based on the knowledge gap identified
through the review. The proposition is concerned with critical success factors for
merger & acquisition projects in the view of merger & acquisition advisory firms.

2.1 MERGERS & ACQUISITIONS AND MERGER & ACQUISITION
ADVISORY FIRMS
2.1.1 Mergers & acquisitions overview
The topic of mergers & acquisitions (M&A) has been increasingly investigated in the
literature in the last two decades (Appelbaum et al., 2007) in response to the rise in
M&A activities as well as the increasing complexity of such transactions themselves
(Gaughan, 2002). With the purpose of setting an M&A context for the thesis topic, we
will explore M&A activities in terms of its definition and classification, motives,
process, and later moving on to highlight the development of M&A over time.
a) Definition of mergers & acquisitions
Mergers & acquisitions (M&A), in the broad sense, may imply a number of different
transactions ranging from the purchase and sales of undertakings, concentration
between undertakings, alliances, cooperation and joint ventures to the formation of
companies, corporate succession/ ensuring the independence of businesses,
management buy-out and buy-in, change of legal form, initial public offerings and
even restructuring (Picot, 2002, p.15). However, Nakamura (2005) explains that using
a broad definition of M&A could lead to confusion and misunderstanding as it entails
everything from pure mergers to strategic alliance. Therefore, this thesis adopts the
definition of M&A in a narrower sense as clarified below.
-

-

Merger is the combination of two or more companies in creation of a new
entity or formation of a holding company (European Central Bank, 2000,
Gaughan, 2002, Jagersma, 2005).
Acquisition is the purchase of shares or assets on another company to
achieve a managerial influence (European Central Bank, 2000, Chunlai
Chen and Findlay, 2003), not necessarily by mutual agreement (Jagersma,
2005).

3

In addition, the model developed by Nakamura (2005) is employed to provide clear
understanding about the definition of M&A in a narrow concept, as shown in Figure
2.1.
Figure 2.1: The definition of mergers & acquisitions
Absorption
merger
Mergers
Equal merger
(1:1 type merger)

Complete
takeover

Stock acquisition

Majority

Capital injection/
Asset purchase,
Business
transfers

Minority

M&A
(Narrow concept)

Acquisitions

Minority crossownership
Asset
cooperation
Founding of
holding
companies

M&A
(Broad concept)

Franchising

Management
outsourcing
Business
cooperation
Joint Venture

Cooperation
manufacturing,
sales or R&D

Source: Adapted from Nakamura (2005, p.18)
Mergers are commonly referred to as either ‘merger by absorption’ or ‘merger by
establishment’ (Chunlai Chen and Findlay, 2003, Nakamura, 2005). Merger by
absorption is the situation in which one company buys all stocks of one or more
companies (i.e., absorbing) and the absorbed companies cease to exist whereas
merger by establishment refers to the case where two or more firms are merged into a
newly created one and the combining firms in the merger are dissolved (Chunlai Chen
and Findlay, 2003). According to Nakamura (2005) merger by absorption could be
considered as a de facto acquisition. Besides, the term ‘consolidation’ could be used
to imply a merger by establishment (Gaughan, 2002).
In acquisition, the acquiring company may seek to acquire a significant share of
stocks or assets of the target company. Consequently, there are two forms of
acquisitions: assets acquisitions and share acquisitions (Chunlai Chen and Findlay,
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2003). An asset acquisition occurs when a company purchases all or part of the target
company’s assets and the target remains as a legal entity after the transaction whereas
in a share acquisition a company buys a certain share of stocks in the target company
in order to influence the management of the target company. Depending on the
significance of the share of stocks acquired by the acquiring company, acquisitions
are then classified into three types: (1) complete take over (100% of target’s issued
shares), (2) majority (50-99%), and (3) minority (less than 50%) (Chunlai Chen and
Findlay, 2003, Nakamura, 2005).
In fact, merger and acquisition are the two distinct types of transactions with different
consequences regarding legal obligations, acquisition procedures, and tax liabilities
(Marren, 1993). However, taking the general view of M&A transactions the final
outcome of which is two or more companies combining their business efforts, we do
not attempt to separate merger transactions from acquisition ones. Rather, M&A will
be treated as one type of corporate finance service that is provided by M&A advisory
firms.
b) Classification of mergers & acquisitions
In the view of M&A transactions from the perspective of the value chain, M&A can
be classified as horizontal, vertical or conglomerate (Gaughan, 2002, Chunlai Chen
and Findlay, 2003). In horizontal M&A, the acquiring and the target companies are
competing firms in the same industry. According to Chunlai Chen and Findlay
(2003), horizontal M&A has grown rapidly over recent years due to global
restructuring of many industries in response to technological change and
liberalization. This trend is observed in such industries as pharmaceuticals,
automobile and petroleum. The merger of US$76 billion transaction value between
the two giant pharmaceutical companies, Glaxo and SmithKline Beecham, is a good
example for M&A under this category (MANDA, 2007). As Jan Leschly, the former
CEO of SmithKline Beecham, said, the aim of the two parties was R&D synergies to
drive revenues since in this particular industry new technologies result in enormous
opportunities for revenue creation (Carey, 2000 in Harvard Business Review, 2001).
Vertical M&A are combinations of firms in client-supplier or buyer-seller
relationships. The firms involved seek to reduce uncertainty and transaction costs by
upstream and downstream linkages in the value chain and to benefit from economies
of scope (Chunlai Chen and Findlay, 2003). Lastly, a company may attempt to
diversify risks and attain economies of scope by engaging in conglomerate M&A
transactions where involving companies operate in unrelated businesses. An example
of conglomerate M&A is Philip Morris, a tobacco company, which acquired General
Foods in 1985 for US$5.6 billion (Gaughan, 2002).
In addition, M&A could also be classified as ‘friendly’ or ‘hostile’ (Chunlai Chen and
Findlay, 2003). When an M&A transaction is undertaken in a friendly manner, the
board of the target company agrees to the transaction. On the contrary, a hostile deal
is one that pits the offer against the wishes of the target, since the board of the target
refuses the offer.
Last but not least, M&A transactions could be either domestic or cross-border with
regards to where the companies involved base and operate. A cross-border M&A
transaction involves two firms located in different economies, or two firms operating
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within one economy but belonging to two different countries (Chunlai Chen and
Findlay, 2003). Accordingly, in domestic M&A transactions, the firms involved
originate from one country and operate in that economy-country.
The classification of M&A could then be summarized in the table below:
Table 2.1: Classification of merger & acquisition transactions

•
•
•

M&A classification in terms of
Value chain
Relationship
Economic area
Horizontal M&A
• Friendly M&A
• Domestic M&A
Vertical M&A
• Hostile M&A
• Cross-border M&A
Conglomerate M&A

c) The merger & acquisition process
It is found in literature that the M&A process is described slightly differently by
different authors. According to Picot (2002), a typical M&A transaction goes through
three phases: planning, implementation and integration. In the planning phase, the
overall plan for the transaction is developed “in the most interdisciplinary and
comprehensive manner possible” (Picot, 2002, p.16). Planning covers the operational,
managerial and legal techniques and optimization with special regards to the two
following phases. The implementation phase covers a range of activities starting from
the issuance of confidentiality or non-disclosure agreements, letter of intent and
ending with the conclusion of the M&A contract and deal closure. The last phase is
concerned with post-deal integration. Of a similar manner is the Watson Wyatt Deal
Flow Model introduced by Galpin and Herndon (2000), the two practitioners at
Watson Wyatt Worldwide. However, their model breaks down the process into five
smaller stages namely Formulate, Locate, Investigate, Negotiate and Integrate. The
most significant milestone is when the two transacting firms sign the agreement,
finishing the deal and entering the integration stage. The first three stages then belong
to the pre-deal phase while ‘Negotiate’ represents the deal phase which ends when the
above milestone is achieved, and the post-deal phase only contains the last stage
termed ‘Integrate’. The Watson Wyatt model includes in the first stage ‘Formulate’
for the setting of business strategy as well as growth strategy; however, this step is
missing in the planning phase of Picot’s model. This addition could be considered as
an attempt to give a more strategic insight into the M&A deal.
Besides, Aiello and Watkins (2000, in Harvard Business Review 2001) suggest
another model describing the M&A process. However, their model outlines only
phases within the negotiation process of the deal, which in turn is covered by the
activities under the pre-deal and deal stages in the Watson Wyatt Deal Flow Model.
In our opinion, out of the three representative models, the Watson Wyatt Deal Flow
Model is deemed to capture the most comprehensive picture of how the M&A process
is organized. Moreover, it is worth mentioning that the Watson Wyatt model takes
into account the pre-acquisition analysis of strategic fit and organizational fit, the
importance of which to the M&A process itself and M&A outcomes has been
highlighted in literature as according to Jemison and Sitkin (1986). Drawing from the
above discussion, the Watson Wyatt Deal Flow Model is selected for illustration of
the M&A process as presented in Figure 2.2 below.
6

Figure 2.2: Map of merger & acquisition process
Formulate

* Set business
strategy
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Investigate

Negotiate

* Conduct duediligence analysis

Set deal terms (Legal,
Structural, Financial)

* Set growth strategy

* Identify target
markets and
companies
* Select target

* Summarize findings

* Secure key talent
and integration teams

* Define acquisition
criteria
* Begin strategy
implementation

* Issue letter of
intent
* Offer letter of
confidentiality

* Set preliminary
integration plan
* Decide negotiation
parameters

* Close deal

Integrate

* Finalize and
execute integration
plan
- Organization

- Process
- People

- System
Strategy and
Integration Process
Development

Predeal (assessing, planning, forecasting
value)

Deal (agreeing on
value)

Postdeal (realizing
value)

Source: Adapted from Galpin and Herndon (2000, p.9)
The above model presents the stages in a linear order; however in reality, as Galpin
and Herndon (2000) suggest, more often than not the firm starts a stage when the
previous one has not been completed. And the five stages are interdependent and
“concurrently engineered to provide the right input and the right decision at the right
time” (Galpin and Herndon, 2000, p.18) as shown in Figure 2.3 below:
Figure 2.3: Watson Wyatt Deal Flow Model in practice
Formulate

Locate

Investigate

Negotiate

Integrate

Source: Adapted from Galpin and Herndon (2000, p.18)
Viewing the M&A process as a decision making one, Sudarsanam (1995) highlighted
the need for firms to manage carefully this complex process as characterized by four
potentially debilitating inter-related factors, namely (1) “Fragmented perspective on
the acquisition held by different manager”, (2) “Escalating momentum in decision
making”, (3) “Ambiguous expectations of different managers about the benefits of the
acquisition”, and (4) “Diversity of motive among managers in lending support to the
7

acquisition” (Sudarsanam, 1995, p.45). Sudarsanam’s viewpoint is considered to have
further elaborated that of the previous research done by Jemison and Sitkin (1986)
who saw M&A as a discontinuous and fragmented process.
d) Why do firms engage in merger & acquisition transactions?
The literature on M&A has placed a significant amount of efforts on exploring the
motives of firms engaging in M&A transactions. On one hand, Trautwein (1990) and
later Cox (2006) provide a systematic summary of the motives, underlying which are
different theories (Please refer to Table 2.2: M&A Motives). Of the motives suggested
under various theories, Trautwein (1990) marks that M&A makers frequently cite
synergy and valuation (the deal having a positive Net Present Value) objectives to
justify their actions. Unsurprisingly, there are neither claims that the motive is to
achieve monopoly power nor instances where managers refer their own benefits to
justify an M&A deal. Trautwein (1990) also note that there is little evidence in both
practice and research on the motives implied by the process and the raider theories.
He discusses disturbance theory as well but it is not considered in this section since
M&A is then considered at the macro-economic level rather than the micro-economic
(i.e., firm) level. On the other hand, Gaughan (2002) takes a more pragmatic view to
identify M&A motives by referring back to theories but heavily supporting with
multiple empirical case studies. According to this author, four main motives are:
(1) M&A is considered as a means for firms to grow quickly;
(2) M&A firms hope to experience economic gains as a result of economies of
scale or scope;
(3) a larger firm as a result of M&A may have a better access to capital market,
which later leads to a lower cost of capital, i.e., financial benefits; and
(4) M&A is aimed at anticipated gains which a firm may experience when
applying its superior management skills to the target’s business.
All of the three authors concur that M&A is driven by many complex motives, which
can vary from deal to deal and cannot be fully justified by any single theory/
approach.
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Table 2.2: Merger & acquisition motives (adapted from Trautwein, 1990 and Cox, 2006)
Motive
1. M&A
as
rational
choice

Theory

1.1 M&A
1.1.1 Net gains
benefits
through synergy
bidder's
1.1.2 Wealth
shareholders
transfers from
customers
1.1.3 Wealth
transfers from
target's
shareholders
1.1.4 Net gains
through private
information

Efficiency
theory

M&A is planned and executed to achieve synergies of three types: financial, operational and
managerial.

Monopoly
theory

M&A is planned and executed to achieve market power. Horizontal and conglomerate M&A
may allow firms to cross-subsidize products, simultaneously limit competition in more than
one market, and deter potential entrants from the markets, all of which result in higher market
power.
A raider is a person who causes wealth transfers from the stockholders of the companies he
bids for in the form of greenmail or excessive compensation after a successful takeover.

Raider theory

2. M&A as process outcome

Valuation
theory/
Investment
theory
Empirebuilding
theory/
Agency theory
Process theory

3. M&A as macroeconomic
phenomenon

Disturbance
theory

1.2 M&A benefit managers

Description

M&A is planned and executed by managers who have better information about the target's
value than the stock market.

M&A is planned and executed by managers who thereby maximize their own utility instead of
shareholders' value.

M&A decisions are outcomes of processes governed by one or more of the following
influences: organizational routines, political games played between an organization's sub-units
and outsiders, and individuals' limited information processing capabilities.
M&A waves are caused by economic disturbances: Economic disturbances cause changes in
individual expectations and increase the general level of uncertainty, thereby changing the
ordering of individual expectations. Previous non-owners of assets now place a higher value
on these assets than their owners and vice versa. The result is an M&A wave.
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e) The development of mergers & acquisitions
M&A is not an invention of recent times. The first appearance of M&A in a high
frequency evolved at the end of the 19th century. Since then, cyclic waves are
observed with different waves emerging due to radical different strategic motivations
(Jansen, 2002, in Picot 2002). The following table draws out the timeline of M&A
development and clarifies strategic motivations underlying each wave.
Table 2.3: Five merger & acquisition waves, 1880-Y2K+
#

Period

Strategic background

Realization of monopoly rents by horizontal
takeovers
1916-1929
Vertical integration to gain control of the complete
2nd wave
value chain
1940s-1950s: the increase in the number of M&A deals was small and the value was
not significant
1965-1969
Anti-cyclical portfolio building to harmonize
3rd wave
different industry-driven economic downturns
1970s: drastic downward trend in the number of M&A announcements
from 1981
‘Back to core business’ through divestures and
4th wave
carve-outs
1985-1989
Speculative gains from financial acquirers (e.g.
Leveraged buy-out)
from 1993
Increasing shareholder value and globalization
5th wave
2000 onwards Talents technology and consolidation of the 'New
Economy'
1st wave

1880-1904

Source: Adapted from Gaughan (2002), and Jansen (2002, in Picot 2002)
Currently M&A is undergoing its fifth wave with one of the main features being the
rise of the ‘mega-merger’ with new corporate behemoths being formed in many
industry sectors (Angwin, 2001). Profound examples are Glaxo/SmithKline in
pharmaceuticals, AOL/Time Warner in infotainment, and Royal Dutch
Petroleum/Shell Transport & Trading in oil and petroleum. The top 10 largest M&A
deals worldwide since 2000 are shown in Table 2.4.
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Table 2.4: The largest merger & acquisition deals worldwide since 2000

Rank

1

Year

Acquirer

2
3

2000 Merger: America Online Inc.
(AOL)
2000 Glaxo Wellcome Plc.
2004 Royal Dutch Petroleum Co.

4
5

2006
2001

6
7
8
9

2004
2000
2002
2004

10

2006

Target

Time Warner

SmithKline Beecham Plc.
Shell Transport & Trading
Co.
AT&T Inc.
BellSouth Corporation
Comcast Corporation
AT&T Broadband & Internet
Svcs
Sanofi-Synthelabo SA
Aventis SA
Spin-off: Nortel Networks Corporation
Pfizer Inc.
Pharmacia Corporation
Merger: JP Morgan Chase & Bank One Corporation
Co.
Pending: E.on AG
Endesa SA

Transaction
Value (in Mil.
US$)

164,747
75,961
74,559
72,671
72,041
60,243
59,974
59,515
58,761
56,266

Source: Institute of Mergers, Acquisitions and Alliances Research – MANDA (2007)

To magnify the rise of M&A in general and of mega-deals in particular, Bao and
Edmans (2007) reveal the significant figure of the total value of M&A announced by
a U.S. acquirers in 2005 at US$1,245 billion, approximately 10% of the country’s
GDP. Angwin (2001) and Firstbrook (2007) draw attention to the fact that crossborder M&A activity is booming and driving M&A to “new record-breaking highs in
volumes and size of deals”. In 2005, a rise of 58% in cross-border deals is observed
in Europe meanwhile in the neighbouring continent Asia; Japan notched a 21% surge
and India a 68% growth in transnational M&A transactions (Firstbrook, 2007).
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2.1.2 Merger & acquisition advisory firms
As suggested by Picot (2002, p.16) the question of which external M&A advisors a
company needs to consult in order to “jointly develop creative strategies and
financing schemes and to look for suitable transaction partners” should be raised as
early as at the planning stage in the M&A process. External advice is sought in
different functional areas such as investment, corporate finance, commercial law
(especially antitrust law), environmental audit, etc. (Sudarsanam, 1995, Gaughan,
2002, Picot, 2002). Additionally, external advisors are required to possess the
expertise in their respective fields, sufficient experience in M&A, special knowledge
about the branch of business concerned and, in the case of cross-border M&A,
international competence and a powerful network. Furthermore, there is a common
belief that investment banks, being one of the key M&A advisors, play an important
advisory role in the M&A process, which is justified by the fees of approximately 1%
of the total dollar value of the transaction (Bowers and Miller, 1990, McLaughlin,
1990, Sudarsanam, 1995, Servaes and Zenner, 1996). Therefore, it is worthwhile to
explore the role of M&A advisory firms in M&A transactions as well as how these
advisors could successfully fulfil their critical role. However, before going into
detailed discussions about issues related to M&A advisory firms in M&A
transactions, it is important to clarify what we mean by an “M&A advisory firm”.
a) Definition of merger & acquisition advisory firms
Despite the fact that issues related to M&A advisors are paid considerable attention in
the M&A literature, we observe that the academic literature in the M&A field often
take for granted the readers’ understanding about what they mean by an M&A
advisor. M&A advisors in the broad sense could be used to imply external consultants
with expertise in different areas, who are hired by the acquiring/ target firms to assist
the firm in conducting the M&A deal. In this concept, Sudarsanam (1995) lists M&A
advisors as investment banks, corporate lawyers, accountants, stockbrokers, strategy
consultants, investor relations and public relations consultants, and environment
consultants. He emphasizes that among these advisors, investment banks play a
paramount advisory role in M&A transactions. Russo and Perrini (2006) group
outside consultants into two categories: financial advisors and legal advisors.
According to these authors, legal advisors are “law firms providing technical skills
that are usually critical to the negotiation and closure of the deal”. They usually act as
counsel to the firms or the financial advisor. About financial advisors, both theory and
empirical evidence suggest that financial advisors are typically investment banks who
provide technical, relational and financial resources and skills to support the
acquiring/ target firm throughout the M&A process until the deal is completed (Russo
and Perrini, 2006). Hunter and Walker (1990) imply financial advisors while others
like Bowers and Miller (1990), Servaes and Zenner (1996) directly mention
investment banks as M&A advisors. However, the term “financial advisor” is rather
narrow and could be misleading because it gives the impression that the advisor only
deals with financial issues, which is in reality constitute only a portion of the services
these M&A advisory firms offer to their clients. A financial advisor, as defined by
Investopedia ULC [no date], is “any person or group that makes investment
recommendations or conducts securities analysis in return for a fee, whether through
direct management of client assets or via written publications”. Financial advisors as
such limit their activities within the stock market, which is not the case here.
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Since it is not possible to find a clear-cut definition of M&A advisory firms in the
academic literature of M&A advisors, we decided to extend to the practical world in
search for better clarity of the definition. However, professional organizations who
often become involved as external consultants in M&A transactions, in their websites
call themselves as M&A advisory firms without providing any explanation of this
term. Rather, they focus on describing the range of M&A services they provide. We
have eventually found one definition by Private Equity Info (PEI) Services Ltd.
(2006), which best suits what we would like to imply when mentioning the term
“M&A advisory firms”. PEI Services Ltd is an organization that maintains the
database on financial buyers, hedge funds, mezzanine investors, small business
investment companies, valuation firms and M&A advisory firms based in the US and
Canada. According to PEI Services Ltd. (2006),





In all instances, the M&A advisor provides the match making service of
bringing together buyers and sellers of businesses.
M&A advisory firms are referred to by a number of names including
investment banks, bulge bracket firms, middle market M&A firms, business
intermediaries and business brokers. As a general rule, business brokers
represent client of smaller transactions, middle market firms handle the midsize transactions and investment banks orchestrate the largest transactions.
M&A advisors provide strategic advisory services for corporate mergers,
acquisitions and other types of financial transactions as well as assist public
and private corporations in raising funds in the capital markets.

“M&A advisory firm” in this definition and clarification is similar to the term
“financial advisor” in Russo and Perrini (2006). That is to say, in both cases, legal
advisor is excluded.
It is noteworthy that investment banks are among the first to offer M&A services and
remain dominant players in this business. To explain this crucial position held by
investment banks in the M&A advisory business, Bowers and Miller (1990) credit the
introduction of self registration, which allowed corporations to “register large
amounts of new securities at one time to be issued gradually over the following two
years” (Bowers and Miller, 1990, p.35). In the aftermath of this incident, companies
were allowed to use a number of underwriters, which in turn increased competition,
hence, reduced profit margin of investment banks regarding capital raising services.
Investment bankers were then forced to discover new forms of business, which was
later translated into their increasingly significant role in corporate M&A. Kale et al.
(1998) observe a similar case when mentioning that the central role by investment
banks in M&A transactions could somehow be linked back to their critical role
primarily captured in the capital raising setting in which they actively take part in
producing information regarding the value of the security being offered to the
uninformed market. Moreover, these authors’ observation concurs with the view by
Allen et al. (2004) of financial intermediaries in general being specialists in
information production and processing. However, investment banks have to watch
out for the increasing competition in the M&A advisory market from commercial
banks and prominent accounting firms such as KPMG, PwC, Ernst & Young, and
Deloitte. Allen et al. (2004) note that commercial banks may potentially have a
comparative advantage over investment banks in advising their customers in M&A
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transactions because they can make use of the prior lending relationship. The
commercial bank accumulates private information about a firm’s financial situation
(cash flows, financial resources, etc.) and other exposures through its long-term
customer relationship with the firm. Also, Sudarsanam (1995) notices one of the
recent trends in advisors’ roles is that professional accounting firms move beyond
their traditional services of financial due diligence or advising on tax-related matters
to assume the lead advisory role which were initially dominantly performed by
investment banks.
b) Merger & acquisition advisory firms’ role in merger & acquisition
transactions
As aforementioned, in general M&A advisory firms act as match makers. In an effort
to bring together sellers and buyers of businesses, an M&A advisory firm typically
offers the following services (PEI Services Ltd, 2006):
* A valuation of the business
* Creation of the marketing material
* Marketing the business
* Conducting initial interviews and discussions with prospective acquirers
* Handling the confidentiality contracts on behalf of the client
* Providing strategic insights and negotiations skills on behalf of the client
* Assisting with due diligence
* Resolving transaction issues throughout the process
Among different types of M&A advisory firms, Bowers and Miller (1990) notice that
investment bankers have evolved into dominant independent agents in the
marketplace. They are taking a more aggressive role often as the “principle architects
of business combinations”. More particularly, Kale et al. (1998) mention three key
functions played by this major player in the M&A advisory business, namely
searching for potential targets (bidders) for the bidder (target); determining the
target’s and bidder’s stand-alone values as well as the gains from synergy; and
engaging in strategic activities, a function being specially pointed out by McLaughlin
(1990). Sudarsanam (1995) and Gaughan (2002) add the function of raising the
requisite financing to complete the transaction or financial support role.
In addition, in the recent study by Daniels and Phillips (2007), M&A advisory firms
are said to perform a monitoring function when they increase the market efficiency by
reducing information asymmetries between acquiring and target firms. Their
involvement in the evaluation, validation and negotiation of transaction terms assists
clients in determining a transaction price to maximize their wealth, which claims to be
the most crucial aspect of this transaction.
Below is the list of typical M&A services that are offered by investment banks as an
advisor for a bidder/ a target. The list was compiled by Sudarsanam (1995).
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Table 2.5: Services offered by an investment bank as a merger & acquisition
advisor for a bidder/ a target
1. Merger and Acquisition advisory service
Services to a bidder

Services to a target

* Finding acquisition opportunities
*Monitoring target share price to track
* Evaluating the target from the bidder's
potential bidders and provide early warning
strategic and other perspectives; valuing the
to target of a possible bid
target; provide ' fair value' opinion
* Crafting effective bid resistance strategies,
* Devising appropriate financing structure for e.g. dividend increase
the deal, covering offer price, method of
* Value the target and its component
payment and source of finance
businesses to negotiate a higher offer price;
* Advising the client on negotiating tactics
providing fair value opinion on the offer
and strategies for friendly/hostile bids
* Helping the target and its accountants
* Collecting information about potential rival prepare profit forecasts
bidders
* Finding white knights or white squires to
* Profiling the target shareholders to 'sell' the block hostile bid
bid effectively; helping the bidder with
* Arranging buyers for any divestment or
presentations and 'road shows'
management buyout of target assets as part of
* Gathering feedback from the stock market
its defensive strategy
about the attitudes of financial institutions to * Getting feedback from the financial
the bid and its terms
institutions concerning the offer and the
* Identifying potential 'show stoppers', such
likelihood of its being accepted
as antitrust investigation and helping prepare
the bidder's case in such investigation
* Helping prepare offer documents, profit
forecast, circulars to shareholders and press
releases, and ensuring their accuracy
2. Financial supports
* Buying shares in either the bidder or target
* Underwriting a share exchange offer so as to provide a cash alternative to target
shareholders
* Arranging finance for a cash bid
* Financing the acquisition as a principal

Source: Adapted from Sudarsanam (1995, p.103-4, p.108)
c) Factors affecting merger & acquisition advisory choice
Despite the fact that M&A advisory firms, especially investment banks, play a
prominent role as the key advisors in M&A transactions, it is worthwhile to take a
closer look at what benefits M&A advisory firms bring to their clients and in which
situations firms are more likely to involve M&A advisory firms in the M&A process.
The ‘why’
Two key authors in M&A-related academic literature, Hunter and Walker (1990),
provide a comprehensive discussion regarding the various benefits which acquiring
and target firms may enjoy as a result of employing M&A advisory firms. According
to these authors, M&A advisory firms have two distinct advantages in comparison to
regular business firms in conducting an M&A deal, which are well documented in the
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literature. Firstly, M&A intermediaries can provide a certain degree of anonymity to
the acquiring and the target firms, which is of great importance and value during the
preliminary discussions before the start of serious M&A negotiations. Secondly, these
intermediaries may possess “specialized knowledge about firms with particular
characteristics including information on financial or product market potential which
would-be acquirers may not have” (Hunter and Walker, 1990, p.1119). By employing
M&A intermediaries, the acquiring or the target firms are able to exploit the benefits
resulting from these intermediaries’ comparative advantages.
Hunter and Walker (1990) also document two other lesser known benefits from
engaging M&A advisory firms or M&A intermediaries as follows:
Efficiency gains in relation to the information cost: When firms do not hire M&A
intermediaries, they seek potential partners by themselves. The gathering of
information about those partners incurs a cost to the firms. “If any of the potential
mergers fail to materialize this information, it is wasted from the society’s viewpoint”
(Hunter and Walker, 1990, p.1119). The firms can avoid this waste of costly
information by engaging intermediaries since these intermediaries would create and
update a database of potential M&A partners and utilize this database in various
engagements. As a result, M&A intermediaries provide insurance against the
sampling error otherwise incurred when firms seek M&A partners without the
assistance of an advisor. An M&A market with intermediaries is thus considered more
efficient than one without.
Efficiency gains associated with the timing of the search for potential partners: Firms
tend to search information about potential partners only when the need for M&A
transactions arises (i.e., when they have free cash flows, or as a defensive tactic, etc).
However, in M&A advisory firms, the search process is carried out continuously,
which subsequently enables the advisors to suggest potential M&A partners to their
clients across many conditions and circumstances, thereby reducing the sampling
errors.
The ‘when’
When it comes to the topic of when M&A advisory firms are more likely to get
involved, two significant empirical studies by Servaes and Zenner (1996) and Kale et
al. (1998) have captured various factors affecting M&A advisory choice.
In the exploratory research by Servaes and Zenner (1996), a sample of acquisitions
from the Mergers & Acquisitions Magazine over the period 1981-1992 were collected
to test three hypotheses, namely transaction costs, asymmetric information, and
contracting hypotheses. In their study, M&A advisory firms are investment banks;
however, the implications of the study are believed to be generally applicable to other
types of M&A advisory firms. The transaction costs hypothesis gains strong empirical
evidence, following which investment bank-assisted transactions are more likely to be
whole-firm takeover (rather than in acquisition of a partial ownership interest), more
likely to be hostile and less likely to be all cash financed. When the acquirer is not the
first bidder and/or when they have little previous acquisition experience, it is more
likely that an investment bank will be involved. Regarding the contracting hypothesis,
it is proved that investment banks reduce agency costs in the acquiring firm when
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they certify the value of an acquisition. Acquiring firms are more likely to use an
investment bank when they purchase publicly traded companies instead of assets of
other firms and when they have lower insider ownership (insiders: all officers of the
corporation and members of the board who are either officers of the corporation or
have some professional affiliation with the firm but are not currently officers of the
corporation). Concerning the asymmetric information hypothesis, it is found that the
acquirer is more likely to involve an investment bank when the target firm operates in
several industries. The other three proxies for asymmetric information set by the
researchers, namely industry relatedness, the type of acquisition, and whether or not
the eventual acquirer is the first bidder insignificantly affect the choice of using
investment banking services. Besides, the research reveals that the investment
banking choice is not influenced by board composition and insider ownership and that
the stock price reaction prior to the acquisition announcement does not affect the
investment banking choice.
Kale et al. (1998) use a sample of 282 successful corporate acquisitions through
tender offers over the 1981-1994 period to study the role of financial advisors in
M&A deals. Part of their findings is concerned with deal characteristics that
determine the involvement of financial advisors in the deal. Accordingly, it is less
likely to involve advisors in deals where both the target and the bidder are relatively
small whereas when the deal is more complex, both the target and the bidder are more
likely to employ advisors. When there are multiple bidders, the target firm is less
likely to employ an advisor while a bidder is more likely to employ an advisor, one
with higher reputation than those employed by other bidders. The target is more likely
to employ an advisor when the bidder is relatively larger than the target and to employ
a higher-reputation advisor when the bidder has a higher toehold in the target firm.
They interpret the above findings as followed:
The primary reason that a firm utilizes a financial advisor, or a higherreputation advisor, is to “level the playing field”. Whenever a party in a
takeover perceives that it is at a disadvantage, the target because of its
relatively smaller size or because of a larger bidder toehold, and the bidder
because of the presence of multiple bidders, it employs the services of an
advisor, in all likelihood, a prestigious one (Kale et al., 1998, p.33).
Given the prominent role of M&A advisory firms in M&A transactions, their
influence on the success/ failure of the transactions is paramount. Hence, it is critical
to investigate what factors determine the success of an M&A in the view of M&A
advisory firms. Moreover, since many organizations have adopted project-based
approach or project-oriented business to pursue their strategic business, “the process
of creation of strategic alliances, mergers and acquisitions is now being approached
and managed as a project” (Cicmil, 1997, p.391). Therefore, to put it more precisely,
the aim of the following literature review is to form a background for understanding
critical success factors for M&A projects in the view of M&A advisory firms.
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2.2 CRITICAL SUCCESS FACTORS FOR PROJECTS
The review of this section is further divided into two parts. The first part is to explain
the definition of project success criteria for M&A projects from various perspectives,
and M&A advisory firms’ view on this matter. The second part aims at identifying the
critical success factors for M&A projects. Before commencing the literature review, it
is necessary to clarify the two terminologies “project success criteria” and “critical
success factors”:
•
•

Critical success factors are “the set of circumstances, facts, or influences
which contribute to the project outcomes” (Lim and Mohamed, 1999, p.243)
Project success criteria are “the set of principles or standards by which project
success can be judged” (Lim and Mohamed, 1999, p.243)

Critical factors can be perceived as facilitated or impeded conditions which influence
the project outcome, while project success criteria can be viewed as a set of
measurement agreed among stakeholders to assess the project outcomes. Furthermore,
some researchers observe critical success factors (CSFs) as independent variables and
project success criteria as dependent variables (Belout, 1998, Zwikael and Globerson,
2006). It means that critical success factors can improve the project outcomes, which
in turn can be assessed by a set of measurements as indicated in the project success
criteria. The issues related to project success criteria and critical success factors are
discussed below.

2.2.1 Project success criteria
Earlier researches focus on the project success criteria following which a project is
evaluated by the “iron triangle of time, budget and required quality” (Westerveld,
2003, p.412). However, this set of criteria is unlikely to be adequate for measuring the
project outcomes. Jugdev and Müller (2005, p.19) claim that “if the project is
measured by limited variables of time, cost and scope regardless the links to
product/service value, it means that project management is served only tactical
(operational) value not strategic value”. In their literature review, they explain that the
development of the project success criteria in the beginning focuses on the internal
project organization aspects since external aspects are complicated, and measures
project success at the implementation and handover phase. Nevertheless, later
researchers tend to include external aspects and complex criteria in assessing project
success including stakeholder satisfaction, stakeholder community benefits,
organization benefits, business purpose achievement, etc., in addition to the
traditional measurements (Atkinson, 1999, Wateridge, 1998). As there are many
measurements to assess the project outcomes, the project success criteria can be
viewed from different perspectives, such as those of the project manager, the project
team, the client, and the general public. These different perspectives explain the
reason why the same project could be perceived a success by one group but a failure
by another group (Lim and Mohamed, 1999). For example, one project might be
successful in the view of the client but considered unsuccessful in the aspect of
project management as the project was not finished within the agreed timeframe.
There is, therefore, no consensus about the project success criteria among many
publications.
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In the context of an M&A project, as mentioned above, M&A advisory firms may
take the central advisory role to lead the M&A team on behalf of their clients. In some
cases the M&A advisory firm forms the M&A project team from its own personnel
with different expertises and the project’s key stakeholder is its client, either an
acquiring or a target firm. In other cases the M&A advisory firm foresees that it does
not have sufficient expertise in a particular area, it will then bring in other advisors,
such as an accounting firm for financial due diligence. Where several advisors are
involved, it is necessary to appoint an advisor as a coordinator and more often than
not the M&A advisory firm, especially the investment bank, takes this role
(Sudarsanam, 1995). The relationship between the performance of M&A advisory
team and the outcomes of the M&A deal is one of the focuses in various studies
across the literature. Although their findings do not directly indicate different views
on project success by M&A advisory firms and their clients, it is possible and without
being too biased to draw some points regarding this issue from these findings.
On one hand, from the understanding about why firms engage in M&A transactions
as illustrated in Section 2.1.1.4, it is possible to conclude that an M&A deal could be
perceived successful if it fulfils the firms’ motives. That is to say an M&A deal is
successful in the view of the acquiring firm or the bidder if it benefits the bidder’s
shareholders through the creation of net gains (through synergies, access to better
information, or as a result of wealth transfers from customers through increased
market power or target’s shareholders). In the case where the M&A deal is initiated
by managers toward their own individual benefits, the meaning of a successful deal is
one that could maximize their benefits. The majority of these motives could only be
realized once the deal is closed, i.e., in the post-M&A phase. In the view of a target
company, M&A success may be viewed as the successful defence against a hostile
takeover (i.e., preventing the deal from happening) or the attainment of a higher offer
price.
On the other hand, M&A advisory firms are normally engaged in the stages toward
the deal closure only. What really happens after the reached deal is neither of major
concern to them nor what they could significantly influence. This point is somehow
concurred in one of the findings by Bowers and Miller (1990) from studying the
benefits of choosing a high-quality investment banker using a sample of 114 M&A
deals in the U.S selected out of the 600 completed deals reported by Mergers &
Acquisitions magazine from 1981 to 1986. They emphasize that the investment bank
as an intermediary in the deal does not create wealth, which underlies firms’ main
M&A motives. Rather, the potential synergy is the result of the characteristics of the
involving firms. Kale et al. (1998) attain similar findings regarding the wealth effects
of M&A advisor choice. Their main findings are “the absolute and relative wealth
gains to the target are uncorrelated or possibly negatively correlated with its
employing an advisor” and “there appears to be no relation between wealth effects
and advisor reputation” for the bidder (Kale et al, 1998, p.33). This raises the doubt
about some possible misalignments between M&A advisory firms and their clients
concerning the success of an M&A project. McLaughlin (1990) from her empirical
study about investment banking contracts in tender offers finds out that financial
advisors like investment banks who are offered contingency payments (i.e., paid only
if the deal is completed) have incentives to complete the deal at any price, which may
conflict with their clients’ interests when the clients overpay.
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However, despite the existence of possible conflicts of M&A motives and interests
between M&A advisory firms and their clients, key authors like Bowers and Miller
(1990) and McLaughlin (1990) signal some alignments in the mean time:





Contingent contracts motivate M&A advisory firms like investment banks to
satisfy some client objectives (McLaughlin 1990);
The increasing competition in the M&A consultancy market forces
investment banks in particular to share their added value with their clients
(Bowers and Miller, 1990);
“The bankers must make it worthwhile for their clients to proceed with the
acquisition because the gains will only be realized if the deal actually takes
place” (Bowers and Miller, 1990, p.35), and
M&A advisory firms can increase shareholders’ wealth by identifying a
combination that results in greater synergy (Bowers and Miller, 1990).

From the above discussion, it is possible to draw the two following viewpoints on the
success of an M&A project from the perspective of an M&A advisory firm:
1. An M&A project is successful when the client’s objectives are fulfilled to the
extent that the M&A advisory firm has the power to influence the outcome of
their clients objectives.
2. M&A advisory firms normally aim at closing the deal and gaining the
compensation packages which may include contingent fee payments. So
success may come from the highest possible fee1 that an M&A advisory firm
can gain from an M&A deal.
2.2.2 Critical success factors
Rochart (1979, p.84) defines critical success factors as “the limited number of areas in
which results, if they are satisfactory, will ensure successful competitive performance
for the organization”. He indicates that CSFs is a useful approach for identifying
information requirements for the management. That is to say CSFs can be controlled
and affected by the management’s action and involvement before achieving desirable
outcomes. Thus, CSFs can be viewed as a useful framework of project management to
assist project manager in achieving, but not excellent to absolutely confirm,
successful outcomes. Even if all critical factors are present, a project can fail from
uncontrollable factors. Nevertheless, if the CSFs are adequately identified and
controllable, the chance of a successful project will be greatly increased (Turner,
2004). Furthermore, the project management function can apply this framework to
improve their performance and potential for success (Chen, 1999) and invest their
efforts in focusing on critical success factors rather than non-critical success factors
(Zwikael and Globerson, 2006). It can also assist project managers to establish
performance indications for assessing project management (Andersen et al., 2006).
The following review on CSFs for projects will start with the discussion on CSFs for
1

The fee structure may contain a contingency element, which is higher for a successful bid or a
successful defense (Sudarsanam, 1995). In some cases, the fee may be contingent on the number of
shares purchased and the price paid for these shares. In other cases, it may also be related to the bid
value (Hunter and Walker, 1990).
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projects in general then move on to identify CSFs more specifically for projects in
different industries including the consulting industry and finally put CSFs for M&A
projects into consideration. The rationale for this organization is to render the
discussion of the literature to be more specific to the thesis topic.

2.2.3 Critical success factors for projects
a) Critical success factors lists and frameworks
The topic of CSFs has received growing interest in the project management field since
1960s. The development of CSFs in the beginning is primarily based on theoretical
studies and then turns into empirical studies (Pinto and Prescott, 1990). During the
1970s-1980s, many literatures mainly approach critical success factor requirements in
response to the indicators of project success at the implementation phase, which are
time, cost, and quality as well as stakeholder satisfaction (Jugdev and Müller, 2005).
Pinto and Slevin (1987) are the first that attempt to develop a collective set of CSFs
related to project implementation success through their empirical study in 1986. They
study a project implementation profile model (PIP) in order to identify which aspects
of a project determine its success and provide a measurement instrument for project
managers to assess those factors. The result of their study is the list of 10 CSFs
namely project mission, top management support, project schedule/plan, client
consultation, personnel, technical tasks, client acceptance, monitoring and feedback,
communication, and troubleshooting
In their following efforts, Pinto and Prescott (1988) explore the relative importance of
10 CSFs over the life of a project and discover that the relative importance of several
CSFs vary at different phases of the project life cycle. Similarly, Brotherton and Shaw
(1996) explain characteristics of CSFs are dynamic depending on a combination of
where the organization is and where it wants to be. In the later study by Pinto and
Prescott (1990), they categorize the above ten factors into strategic factors (planning
process) or tactical factors (operational process). In their paper, project mission, top
management support, schedules, client consultation are grouped in the project
planning process while the remaining six factors are considered as tactical operation.
They find that each group has different relative importance at different stages in the
project life cycle depending on the project performance measurements. When external
success criteria in form of the perceived value of the project and client satisfaction are
employed, planning factors dominate tactical factors throughout the project life cycle
(Pinto and Prescott, 1990, p.305). In addition, the generalized 10 CSFs of the project
implementation process (PIP) are used as a study model in many literatures serving
various objectives through many project types within the organizations (for example,
Pinto and Prescott, 1988, Finch 2003, and Hyvari, 2006). However, these factors
identified by Pinto and Slevin are not likely to cover every aspect involved in project
management. Finch (2003) points out that PIP model does not approach a number of
external factors affecting the success of a project such as competence of the project
manager, political activities within the organization, external organizational and
environmental factors, and responsiveness to the perceived need of project
implementation. Agreeably, uncontrollable external factors can contribute to the
project’s success or failure. However, if the project manager pays greater attention to
undesirable factors and adequately takes them into consideration, the project will be
likely to have a higher possibility to succeed.
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During the 1990s-2000s, emerging literatures address the stakeholder issue and
interactions between internal and receiving organizations associated with the project
success (Jugdev and Müller, 2005). Many CSFs categorizations and frameworks are
approached and integrated with the project success criteria in order to provide a
comprehensive framework for evaluating the project based on CSFs. In the study of
Belassi and Tukel (1996), they find that most of the critical success factors identified
in the previous literatures are merely related to the project manager and project
organization. Therefore, they address project characteristics, characteristics of team
members and external factors into their new scheme. This scheme enables the project
manager to classify CSFs into four groups relating to the project, project manager and
team members, organization, and external environment accordingly. It also allows the
project manager to examine the intra-relationships between factors in different groups
in a systematic way. In their model, effective planning, scheduling, and
communication are affected by the factors related to the project manager. Although
this model helps the project manager to group factors underlined the project success,
it is difficult to identify the success factors relating specifically to particular
industries.
Furthermore, a set of questions is made to guide the grouping of critical factors such
as “what factors are critical to project management success?”, ‘‘what factors are
critical to success on an individual project?’’ and ‘‘what factors lead to consistently
successful projects?”, as introduced by Cooke-Davies (2002, p.185). He distinguishes
project management success from project success by using different sets of
measurements. Project management will succeed if it meets the criteria of time, cost
and quality, while the project is successful if it satisfies the overall objectives of the
project. Finally, he comes up with 12 critical factors derived from practical actions or
activities in large multi-national organizations, including allowing changes to scope
only through a mature scope-change-control process, maintaining the integrity of the
performance measurement baseline and so forth. In fact, his set of factors is not
directly related to human factors, however, he notes that people factors are inherent in
the project processes and systems. Moreover, based on the study of Wateridge (1995)
and Müller (2003), Turner (2004) provides four necessary conditions for, but do not
guarantee, project success, including a common understanding of the success criteria
before starting a project, a high level of collaboration between the project manager
and the project owner, adequate empowerment for project manager, and sufficient
project performance. Clarke’s CSFs (1999) involves effective communication, clear
project’s objectives and scope, decomposing project into manageable size, using
project plans as working documents which can solve problems in the areas of project
management. Nicholas (2004) identifies a similar set in which CSFs are classified into
three categories: project participants, communication and information sharing and
exchange, and the project management/systems development process.
In addition, a number of important critical factors related to diverse approaches such
as Total Quality Management (Cicmil, 1997), European Foundation of Quality
Management (EFQM) Model (Westerveld, 2003), Formal System Model (Fortune and
White, 2004) have been published with the purpose of improving the project
management process. For instance, in the EFQM model of Westerveld (2003), he
constructs the framework of critical success factors related to the organization
including leadership and team, policy and strategy, stakeholder management,
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resources, contracting, project management factors. His model is similar to the model
of Pinto and Slevin in 1986 except for resource and contract factors. The main
difference between these two models is that the EFQM model embraces the project
success criteria and external factors into its model. Indeed, the project which includes
more CSFs probably achieves a higher degree of success than the other project
consisting fewer CSFs as found in a study by Fortune and White (2004) on two
similar information system projects. Therefore, CSFs is not only used to define
information requirements, but also as a checklist to examine success in the project.
Another interesting work is that of Zwikael and Globerson (2006). They find that the
critical success factor by reference to the project plan is frequently mentioned in many
literatures. This leads them to transform the critical success factors to the critical
success processes in the planning stage. Planning is the process in which the project
team identifies what needs to be done to achieve the project’s objectives. The cost to
change during the planning process is less than the cost to change at the execution
phase. Furthermore, effective project planning is critical to the overall success of the
project (Gardiner, 2005). However, all CSFs at the planning phase are not of equally
perceived relative importance to project success. Zwikael and Globerson (2006)
examines this relation using a sample of 282 project and found that the six most
perceived CSFs are activity definition, schedule development, organizational
planning, staff acquisition, communication planning, and project plan development.
The literature review above reveals one drawback of the original works on critical
success factors, being the disregard of project success criteria. Consequently, later
works attempt to close the gap between critical success factor and project success
criteria because these two terminologies directly impact project management studies.
Furthermore, numerous critical success factors have been published; however, the
definition of CSFs is overlapping in many studies depending on how the authors
identify and classify them. Obviously, CSFs developed later are more complex than
those of the previous decade since more recent CSFs cover both hard and soft aspects
of project management such as the competence of the project manager and the project
team members, leadership, behaviour, and address all perspectives of project
management such as quality management, risk management, stakeholder
management, project portfolio management, and programme management.
In order to provide an apprehensible snapshot of the above review on the complex
matter of CSFs, the results of various studies on project critical success factors are
summarised in Table 2.6: CSFs for projects with regards to key authors’ works in
terms of their research methodology, the sample used, and the findings.

23

Table 2.6: Summary of literature review on CSFs for projects

Methodology
Samples
Critical
success
factors

Pinto and Slevin (1987)
Field study
54 managers

Belassi and Tukel (1996)
Field study
Actual received responses 57 from 200

1. Project Mission: Clearly defined goals
and directions
2. Top management support:
Willingness of top management to
provide necessary resource and
authority
3. Project schedule/Plan: Detailed action
plans
4. Client consultation: Communication,
consultation and active listening to all
impacted parties
5. Personnel: Recruitment, selection and
training
6. Technical Tasks: Availability of
required technology and expertise
7. Client acceptance: The act of “selling”
the final projects
8. Monitoring and feedback: Timely
provision of comprehensive control
information at each stage in the
implementation process
9. Communication: Provision of
appropriate communication networks
and necessary data to all key actors
10. Troubleshooting: Ability to handle
unexpected crises and deviations from
plan

1. Factors related to the project manager
and project team members
a. Manager: ability to delegate
authority, ability to trade-off, ability
to coordinate, perception of his role,
competence, commitment
b. Project team members: technical
background, communication skills,
trouble shooting, commitment
2. Factors related to the project: size,
value, uniqueness of project activities,
density, life cycle, urgency
3. Factors related to the organization: top
management support, organizational
structure, functional managers’ support
4. Factors related to the external
environment: political environment,
economical environment, client,
competitors, etc.
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Cooke-Davies (2002)
Empirical research
70 large multi-national or national
organizations
• Critical factors to project management
success
Time performance measurement
1. Adequate company-wide education on
risk management concept
2. Assign risk ownership
3. Adequate visible risk register
4. Updated risk management plan
5. Adequate documented project
responsibilities
6. Keeping project as far below 3 years as
possible
Cost performance measurement
7. Allowing changes to scope only through
a mature scope change process
8. Maintaining the performance
measurement baseline
• Critical factors to an individual project
success
9. Existence of effective benefit delivery
and management process
• Critical success factors leading to
consistently successful projects
10. Portfolio and Programme management
11. Project, programme and portfolio
performance and feedback system
12. Learning organization

Methodology

Samples
Critical
success factors

Westerveld (2003)

Fortune & White (2004)

Zwikael and Globerson (2006)

Project Excellence Model (European
Foundation of Quality Management
model)

Formal system model

Field study

-

2 information system projects

282 project managers

1. Leadership and team: represents the
way to manage the project, leadership
style, and behaviour
2. Policy and strategy: represents the
project goals and directions and
combines the interest of stakeholders
3. Stakeholder management: represents
the way to co-operate with various
stakeholders
4. Resources: efficient and effective use
of resource
5. Contracting: establishment of
contractual relationships
6. Project management: Scheduling,
Budget, Organization, Quality,
Information, Risk

•
•
•
•
•
•
•
•
•

Goals and objectives
Performance monitoring
Decision maker(s)
Transformations
Communication
Environment
Boundaries
Resources
Continuity
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Project plan development
Scope planning
Scope definition
Activity definition
Activity sequencing
Activity duration estimate
Schedule development
Resource planning
Cost estimating
Cost budgeting
Quality planning
Organizational planning
Staff acquisition
Communications planning
Risk management planning
Procurement planning

b) Critical success factors for a particular project/industry
In the vast literature in the area of project CSFs, there are many efforts to identify and
compare the CSFs for a particular type of project or a specific organization. Jang and
Lee (1998) study the CSFs for consulting projects. They arrange the factors into three
major sets of variables. First is the competence of the consultant. Second is the
consultation mode comprising of clearly defined goals, methodological compatibility,
standardization of procedures, and clients’ participation. Third are the characteristics
of the client’s organization including top management support, the presence of a
client/sponsor, commitment of client team members, and functional experience of
client team members. It is widely accepted that the CSFs are not only bounded inside
the project organization but involves external factors as well. Frequently, project
success is measured by the interaction of three groups, comprising the project
manager and team members, the parent organization, and the customer’s organization
(Kerzner, 1995).
Furthermore, it is evidenced by Belassi and Tukel (1996), Belout and Gauvreau
(2004), and Zwikael and Globerson (2006) that CSFs have different relative
importance across different industries. According to Belassi and Tukel (1996), project
managers’ managerial skills are the most important factor in MIS and manufacturing
projects. In construction projects external factors such as the weather become one of
the most important factors. In the study of Belout and Gauvreau (2004), all factors
accounted for in their study are considered significant in information technology
projects except for client acceptance. In engineering projects, project mission and
client acceptance seem to have important links to the project success. Client
acceptance and monitoring and control are highly correlated to the success of
construction projects. Whereas Zwikael and Globerson (2006), in their efforts to
prioritize the impact of CSFs across industry, find that project plan development is a
critical factor regardless of industry type. Activity definition and schedule
development are important in all industries except for the service industry. Quality
planning and communication planning are critical in the service industry as the
industry’s unique characteristic requires intensive interaction with stakeholders. The
CSFs for projects in the engineering industry are cost planning and scope definition.
In addition, the study by Fryer et al. (2007) from the review of 29 literatures shows
that the perceived importance of the same set of CSFs is different across industries.
As mentioned above, there are various ways to study about CSFs, however, there is
no generally agreed-upon set of CSFs because CSFs vary from author to author
depending on their conceptual and perceptual bases (Pinto and Prescott, 1987, p.328).
But both practitioners and researchers continue to identify the CSFs with the aim of
project management theory development. Indeed, the review on many literatures
provides us with the identification of three characteristics of CSFs. Firstly, CSFs
change their relative importance in different phases in the project life cycle. Secondly,
inter-relationships between CSFs require particular attention in order to achieve the
best outcomes. Thirdly, the relative importance of CSFs varies across different
industries.
Of similar concern as raised in the previous section, Table 2.7: CSFs for projects in
different industries has been prepared in the same manner to assist readers with a
quick view on the literature review in this specific area.
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Table 2.7: CSFs for projects in different industries

Information
technology/
Software/MIS

Belassi and Tukel
(1996)
• Project size
• Coordination
• Technology
background of
project team
• Competence of
project team
• Top management
support
• External factor Technology

Belout and Gauvreau
(2004)
• Project mission
• Management
support
• Project schedule
• Personnel
• Technical Tasks
• Communications
• Monitoringcontrol
• Trouble shooting
•
•

Project mission
Client acceptance

•
•
•
•
•
•
•
•
•
•
•

Engineering

•

•
•
Construction

•
•

Coordination
Technology
background of
project team
Communication
External factors Economic,
Technology,
Client

•
•
•

•
•
Client acceptance
Communication
Monitoringcontrol

•
•
•
•

Service

•

Zwikael and
Globerson (2006)
Activity definition
Schedule
development
Project plan
development
Scope planning
Organizational
planning
Activity duration
estimating
Staff acquisition
Resource planning
Activity definition
Schedule
development
Project plan
development
Activity
sequencing
Scope definition
Cost estimating
-

Project plan
development
Cost budgeting
Quality planning
Communication
planning
Resource planning

c) Critical success factors for merger & acquisition projects
It is noted that since M&A advisory firms deal with the acquiring and the acquired
companies until deal closure, the critical success factors for the integration process is
not mentioned in this part. In order to attain thorough understanding about factors
which lead to the success of an M&A projects, we would like to investigate two key
areas: (1) causes to M&A failure, and (2) critical factors for M&A success. As noted
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by Galpin and Herndon (2000) and Nicholas (2004), it is essential to understand and
try to avoid pitfalls or avoid triggering failure causes to increase the chance to
succeed. However, this action itself does not guarantee project success. In addition,
understanding and closely adhering to CSFs is needed.
First of all, let us discuss the possible causes to M&A failure. M&A projects are
growing rapidly in recent decades in many organizations in response to supporting
their corporate strategies. However, succeeding in M&A has never been easy.
Gadiesh et al. (2001, p.188) reveal it is calculated in several well-structured studies
that “50-70% of the acquisitions actually destroy shareholder value instead of
achieving cost and/or revenue benefits”. And many mergers fall apart, i.e., firms fail
to integrate. According to the two practitioners, Jennings (1985) and Haransky
(1999), the firms’ rush for finding a quick “fix” through M&A has caused failure in
many deals that should succeed and in some other cases, allows deals that should not
happen to take place. Even though the above failure is to the involving firms and their
shareholders, it is worthwhile to explore the causes to the failure. By understanding
the causes, we would then be able to identify some hints on what M&A advisory
firms could do to avoid triggering these causes because clients’ success is part of the
advisory firms’ success. So why do M&A projects have such a low rate of success?
Haransky (1999) attribute the failures to five realities (1) insufficient assessment of
target, (2) too much focus on the financial aspect of the deal, (3) paid premiums too
high to justify, pressures to make something happen, (4) M&A as part of an outdated
strategic plan, and (5) no experience in integration of the entities. In a similar vein,
the M&A consultants Gadiesh et al. (2001) identify five root causes of failure, which
are (1) poor understanding of the strategic levers, (2) overpayment for the acquisition
(based on overestimation of enterprise value), (3) inadequate integration planning and
execution, (4) a void in executive leadership and strategic communication, and (5) a
severe cultural mismatch (p.188). In addition, DiGeorgio (2002) cites M&A failure as
a result of inadequate due diligence, lack of compelling strategic rationale,
overpayment for the target company, conflict between corporate cultures and failure
to quickly meld the two companies. Meanwhile, Honore and Maheia (2003) cite the
inability to realize projected economies of scale, failure to integrate people, processes
and systems. All of these authors concur with each other in several causes such as
M&A deals lacking the right strategic rationale, insufficient analysis or assessment
during the early stage, overpayment which cannot be justified, and poor management
in the integration phase as a result of lack of experience and prior planning.
With regards to CSFs for M&A projects, the literature identifies numerous sets of
CSFs covering different stages in the M&A process. The early study by Rockwell
(1968) defines four ‘must-do’ factors in the planning namely identifying merger
objectives, specifying gains for owners, checking management ability and seeking a
good fit, while labeling the other six factors (i.e., the continuous involvement of head
management, defining the business area, analyzing performance factors, resolving
problem early, moving M&A activities in the right advances at the right time, and
absorbing human resource with care) as key factors for consideration. Similarly,
Jennings (1985, p.37) places importance in the planning stage, “Planning an
acquisition strategy can help avoid a takeover marked by poorly matched partners and
maximize the potential for success”. He then suggests that the firms focus on
comprehensive analysis, consider more than financial growth, later invest
considerably in managing the integration process, and always stay alert for warning
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signs of unsuccessful acquisitions. Specifically about the planning issue, Jennings
(1985) notes that in successful M&A projects, the M&A program in the acquiring
company is well-structured, with comprehensive acquisition criteria, backed up by
comprehensive analysis of various factors/areas, and proactive candidate
identification and contact. The successful acquiring company also makes a subsequent
comprehensive plan covering all functional areas and defined responsibilities and
timing for the integration phase.
More recent researches identify various CFSs such as effective communication
throughout the M&A process, clear goals, reasonable time frame, top management
commitment and support, competence of project team, flexible and comprehensive
integration plan, learning organization, and manager capabilities (Appelbaum et al.,
2000a and 2000b, Schraeder and Self, 2003, Gomes et al., 2007). Galpin and Herndon
(2000) construct ten key recommendations in creating a successful merger which they
define as a faster and smoother integration for the resulting firm. However, many of
these recommendations are those that firms have to prepare or do prior to deal
closure. DiGeorgio (2002, 2003) goes more specifically to classify the success of
M&A into two stages. The first stage is called front-end success and the second stage
is integration success. The result of the front-end success is to select the right target
for M&A which comprises many elements such as characteristic of leadership, the
facilitating climate within the stakeholder team, adequate time and resources and tools
for M&A analysis, possessing learning mechanisms, and understanding culture and
organizational structure differences entailed in the analysis. The successful outcome
of the second stage is to achieve the objectives, which needs selecting the right
leadership, structuring the integration team, and detailed plan in terms of
communication, integration, and people issue.
Representing practitioners advising on best practices, Gadiesh et al. (2001) from the
consultancy firm Bain & Company, based on their experience, have set out six
“golden rules” to guide managers of the acquiring/ target firms to M&A success,
namely (1) setting rationale, (2) letting the ‘why’ inform the ‘how’, (3) fusing at full
speed, (4) keeping customers in the forefront, (5) communicating the vision, and (6)
managing three phases of integration. Among the six rules, the authors emphasize that
getting the right and clear strategic levers is not enough to guarantee success but the
failure to do so could trigger failure in the others. More recently, Epstein (2005)
identifies six determinants of M&A success as (1) strategic vision and fit, (2) deal
structure, (3) due diligence, (4) pre-merger planning, (5) post-merger integration, (6)
external factors, and exemplifies the factors in the extensive research of the merger
between J.P. Morgan and Chase Manhattan Bank in 2000.
Of the aforementioned works by various authors, some are selected for further
illustration in Table 2.8 below, which represent the views of both the academic’s and
practitioners’ worlds.
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Table 2.8: Literature summary on critical success factors in mergers & acquisitions

Rockwell (1968)

Academics
DiGeorgio (2002, 2003)

4 ‘must-do’ factors
1. Pinpoint the objectives
2. Specify gains for owners
3. Check management
ability
4. Seek a good fit

6 key factors for
consideration
5. Involve the head man
6. Define business
7. Analyze performance
factors
8. Face problem early
9. Make the right advances
10. Absorb people with care

Practitioners
6 golden rules
6 keys to merger success
Gadiesh et al. (2001)
Epstein (2005, p.41)
1. Strategic Vision and Fit: Clear
1st stage: front-end success - 1. Setting rationale: 6 key rationales are
merger rationale articulated and
selecting the right target for active investing, growing scale, building
adjacencies, broadening scope, redefining focused on long-term competitive
M&A
advantage and designed for synergies
business, and redefining industry.
in size, geography, people, or services.
1. Leadership
2. Letting the ‘why’ inform the ‘how’:
the right strategic rationale will inform the 2. Deal Structure: Price paid and type
2. Climate within the
of financing are appropriate and
stakeholder team
preparation and valuation of the merger,
3. Time, resources and tools for what leadership and communication style beneficial.
M&A analysis
to adopt, and how to plan for post-merger 3. Due diligence: Conducts a formal
review of assets, liabilities, revenues,
integration.
4. Learning mechanisms
and expenses and evaluation of culture,
5. Cultural fit
3. Fusing at full speed: set clear
milestones, require active management to organizational fit, and other non2nd stage: integration success – achieve these milestones, act fast. A sense financial elements.
4. Pre-Merger Planning: Formulation
of urgency is essential during the early
achieving combination
of the key integration processes and
stage.
objectives
decisions are coordinated,
4. Keeping customers in the forefront:
communicated, and completed quickly.
6. Selecting the right leadership teams from both sides of the transaction
must work together to develop a new
7. Structuring the integration
5. Post-Merger Integration:
Processes including the management of
team
marketing plan for the combined
human resources, technical operations,
company.
8. Detailed planning
5. Communicating the vision: executives and customer relationships are
- Communication plan
carefully blended and important
need to communicate forcefully the new
- Integration plan
company’s vision, and motivate people to decisions made.
- People plan
6. External factors: External factors
channel their energies in the direction
that damage the long-term merger
desired.
value are distinguished from those that
6. Managing three phases of
integration: 1- Set the stage, 2- Design
only damage the short-term perception
the new company, 3- Make the integration due to temporary stock declines.
happen.
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Based on our review of the literature on CSFs for projects in general, and CSFs for
M&A projects in particular, we have arrived at the following two key findings:
1. The majority of researches/ articles about CSFs for projects in general are
made by researchers and practitioners in the Project Management field. The
discussion is led by taking the view of the project team or the individuals
within the project team (especially the project manager). The client of the
project is then either within the firm where the project team comes from or an
external party. It is the viewpoint of the project team and the project team
members which we look at in our thesis in the search of CSFs for M&A
projects. In this case, the project team is set up by and originated from the
M&A advisory firm. The projects’ client is either the acquiring or the target
firms, i.e., either side of an M&A deal, which are represented by the owner or
the board of director of the firms.
2. The studies about M&A project success and critical success factors for M&A
projects are mostly found in the Economics and Finance fields. Moreover,
these studies predominantly take the perspective of the two (or more)
involving firms rather than that of an M&A advisory firm. However, in order
to ensure the success for an M&A project, the advisor has to take into
consideration all these factors as well, as a result of the alignment between the
advisor and the client in viewing project success as identified in the previous
section.
The two key findings reveal a knowledge gap in the literature, that is, the lack of
systematic research on critical success factors of M&A projects in the view of M&A
advisory firms. Consequently, we conduct the following steps to come up with the list
of CSFs for M&A projects in the view of M&A advisory firms:
-

-

-

Step 1: from the CSFs for projects in general suggested by Project
Management researchers, we identify common CSFs across different
studies and construct an initial list.
Step 2: we take a closer look at each CSF for M&A projects mutually
suggested by Finance and Financial Consulting researchers to identify
how M&A advisory firms may get involved in.
Step 3: After filtering CSFs obtained from the Economics and Finance
literature, we match the CSFs with the CSFs in the initial list built in
Step 1. The CSFs from the Finance and Financial Consulting literature
are used to give insights of the M&A literature to the CSFs
traditionally in the Project Management field.

Following these three steps, we are able to come up with a list of 10 CSFs which is
summarized in Table 2.9 below. The list is constructed taking into account the
following consideration: In reality, the degree of an M&A advisory firm’s
involvement in one M&A project (i.e., as lead or supportive advisor, in a certain stage
or from the beginning until deal closure) is dependent on the type of M&A services a
client may want the M&A advisory firm to perform. However, to facilitate the flow of
the discussion, we would like to take the holistic view of an M&A advisory firm that
engages in related services from the beginning of an M&A project to the closure of
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the deal. The list serves as a proposition which we will subsequently test in our
empirical study.
Table 2.9: Critical success factors for merger & acquisition projects in the view
of merger & acquisition advisory firms
#
1

Success factors
Complete and clear objectives, goals and
scope of the project

2

Client consultation and acceptance

3

Project manager's competence and
commitment

4

Team members' competence and
commitment

5

Communication and information sharing
and exchange

6

Project plan development

7

Resource planning

8

Time management, tight secrecy

9
10

Price evaluation and financing scheme
Risk management

Extracted from models/ work by
Rockwell (1968)
Pinto and Slevin (1987)
Clarke (1999)
Fortune & White (2004)
Pinto and Slevin (1987)
Belassi and Tukel (1996)
Pinto and Slevin (1987)
Belassi and Tukel (1996)
Westerveld (2003)
Pinto and Slevin (1987)
Belassi and Tukel (1996)
Westerveld (2003)
Pinto and Slevin (1987)
Clarke (1999)
Appelbaum et al. (2000)
Gadiesh et a. (2001)
Fortune & White (2004)
Nicholas (2004)
Zwikael and Globerson (2006)
Pinto and Slevin (1987)
Gadiesh et a. (2001)
DiGeorgio (2002, 2003)
Epstein (2005)
Zwikael and Globerson (2006)
DiGeorgio (2002, 2003)
Westerveld (2003)
Zwikael and Globerson (2006)
Rockwell (1968)
Sudarsanam (1995)
Gadiesh et al. (2001)
Epstein (2005)
Cooke-Davies (2002)
Epstein (2005)
Zwikael and Globerson (2006)
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3 RESEARCH METHODOLOGY
After the background for the research topic is established through the literature review
with the knowledge gap identified, the next logical step is to draw a route map for
answering the research questions including the identified research proposition.
Therefore, this chapter will discuss the research approach, research strategy and data
collection methods as directions to finding the answers for the research topic. In this
chapter, we have applied Saunders et al.’s Research Process ‘onion’ model (2003) in
order to explore different research approaches, strategies and data collection methods
across the continuum of research philosophy and decide on the most suitable ones for
our research project. Saunders et al. (2003) describe the research process in an ‘onion’
shape with five layers as shown in the exhibit below:
Figure 3.1: Elements across the continuum identified in the Research Process
‘onion’ (Adapted from Saunders et al., 2003)

Research Philosophy
Positivism
Research Approach

Realism

Interpretivism

Deductive
Research Strategies
Experiment
Survey
Time Horizon

Inductive
Case study

Grounded th
eory

Ethnography A ction research

Cross-Sectional
Data Collectio
n Methods
Sampling

Secondary Data

Longitudinal
Observation

Interviews

Questionnaires

Note: Shaded areas indicate the specific philosophy, approach, strategies and data
collection methods selected for the research design in this study

3.1 RESEARCH PHILOSOPHY AND APPROACH
The research philosophy we adopt in our study is positivism, which is “an
epistemological position that advocates the application of the methods of the natural
sciences to the study of social reality and beyond” (Bryman and Bell, 2003, p.14).
Among others, the positivism philosophy entails the principle of deductivism which
we found the most suitable basis to develop our research strategy. In the deductive
approach, a theory and hypothesis (or hypotheses) are developed and a research
strategy is subsequently designed to test the hypothesis (Saunders et al., 2003). The
deductive research process by Bryman and Bell (2003, p.11) applied to this study is
illustrated below.
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1. Theory

In adopting the adjacent model to our
research, the process begins with the review
of critical success factors highlighted from
2. Hypothesis/ Hypotheses
numerous literatures. As a result from the
literature review, the proposition of ten
critical success factors for M&A projects in
3. Data collection
the view of M&A advisory firms is formed,
basing on which we then specify the suitable
data collection methods. Later, based on our
4. Findings
findings from the collected data, each of the
ten critical factors will be evaluated and
5. Hypothesis confirmed or rejected subsequently accepted or rejected. This
would lead to a revision of the theory, from
which a new list of critical success factors is
6. Revision of theory
to be derived from the analysis of our
findings.
Concerning the time horizon element, this research is of cross-sectional design in
which data relevant to M&A projects are collected more or less simultaneously.
Although this study follows a deductive approach which is typically related to
quantitative research, qualitative data is still valuable and relevant as suggested by
Saunders et al. (2003). Moreover, we approach the idea of triangulation (Bryman and
Bell, 2003), following which both quantitative and qualitative methods are combined
and both primary and secondary data are collected in order to increase the validity of
our findings. More specifically, a semi-structured interview method relating to
qualitative research is conducted to develop deep understandings about issues on
M&A projects (i.e., M&A services, processes, project team, etc.) as well as to make
initial and also key assessments on the list of critical success factors (i.e., the research
proposition). The interview is chosen as the means for collecting primary data from
which major findings emerge. Subsequently, case studies with three firms involving
the interviews are constructed in order to support the major findings from the
interviews on issues related to M&A projects. We also employ a self-completion
questionnaire method associated with the quantitative research strategy – social
survey. The results from the survey are then used as a basis to crosscheck the initial
investigation with the interview method above on the importance of the ten factors to
the success of M&A projects.

3.2 DATA SOURCE & DATA COLLECTION
3.2.1 Semi-structured interview
Sampling
Since the difficulties in approaching potential interviewees are foreseen, it is decided
that the sample for interview would be as large as possible within three constraints:
1. Interviewees are currently involved in M&A projects,
2. (Part of) their organization’s operations must be related to external M&A
advisory activities, and
3. Different interviewees hold different roles in an M&A project.
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The reason for the first constraint is to ensure interviewees have relevant experience
to understand and contribute to the research topic. With regards to the second
constraint, the primary focus of our research is the view of M&A advisory firms.
Therefore, potential interviewees from in-house M&A departments of corporations
should be excluded from the sample. Only interviewees working on advising external
clients with M&A-related issues are deemed suitable for this study. The last constraint
is set in order to ensure the findings capture the viewpoints of different levels within
the organization as well as the project team regarding the M&A project. Accordingly,
typical interviewees could be Head of M&A department, project manager or project
team member.
Once the interviewee criteria are generated, the firms in Sweden which provide M&A
services are listed. A request for an interview is made either by email or by telephone.
A dual approach recommended by Healey and Rawlinson (1993, cited in Bryman and
Bell, 2003, p.346) is adopted for this study. First is to make a telephone call to a
named person who is most likely to be appropriate for the interview, and then to
follow this up with an introductory letter that clearly clarifies our research purpose,
process and requirements. Finally, we make a telephone call or send an email to ask
their willingness to participate and make an appointment for the interview. We also
apply a snowball technique which is used to identify participants who have been
involved in the M&A projects. Bryman and Bell (2003) suggest that this technique is
used to make initial contact with a small group of people who are relevant to the
research topic and then these contacts are used to establish contacts with others. Such
actions will enhance the accessibility to potential respondents, which increases data
credibility. All participants have expressed their desire to facilitate the interview
process. We are able to conduct six interviewees in total with the details provided in
Table 3.1 below.
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Table 3.1: Description of interviews
#

Organization

Interviewee 1

Swedbank

Interviewee 2

Swedbank

Interviewee 3

SEB

Interviewee 4

SEB

Interviewee 5

PwC

Interviewee 6

PwC

Position
Head of
industry team
within
Corporate
Finance
department
Analyst

Experience Interview
with M&A
time
15 years
6th Dec 07
45 minutes

2.5 years

Director,
Corporate
Finance
department of
SEB in Sweden
Associate

12 years

Head of
Business
Valuation
Head of M&A
department

20 years

5 years

14 years

Interview
type
Telephone

17th Dec 07  Telephone
20 minutes  Subsequent
email
7th Dec 07 Telephone
40 minutes

11th Dec 07  Emailing
15 minutes  Telephone
interview
3rd Dec 07 Face-to-face
30 minutes
7th Dec 07
20 minutes

Telephone

Design of interview questions
In constructing the list of interview questions, we have followed the process for
“Formulating questions for an interview” suggested by Bryman and Bell (2003,
p.305). A list of standardised questions covering specific topics is developed in order
to be used as an interview guide. The interviewing topics cover a range of issues
including M&A process, project success criteria, and critical success factors for M&A
projects. The questions are organized into three parts:
 Part 1- Participant
 Part 2 – M&A services
 Part 3 – M&A projects
The set of questions starts with general questions and then moves to more specific
ones. Most of the questions are of open-ended nature in close connection to the
research questions. They are aimed at encouraging interviewees to demonstrate their
knowledge of and understandings about M&A projects in practice. Nevertheless, the
order of the questions may be varied depending on the conversation flow between
interviewers and interviewees. Moreover, along the conversation, the interviewers can
raise additional questions in order to clarify the interviewees’ answers as well as to
explore the issues further. With regards to the part dealing with the CSFs,
interviewees are first asked to identify what they think determine the success of their
M&A projects. This could establish novel factors that may not have been included in
our list. They are then asked to evaluate the ten CSFs in our list using a scaling format
in which the interviewees assign a score to each identified critical success factor.
Such arrangement helps avoid misguiding the interviewees and jeopardize their
answers. The list of questions has been revised several times upon consultation
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between us as researchers and the thesis supervisor. Also, after the first interview,
some minor changes have been made in order to make the questions clearer. The list
of interview questions is provided in Appendix 1.
Interview procedure
The length of an interview is expected to range approximately from thirty to forty-five
minutes. We deploy different types of interview methods depending on the
interviewees’ preference as well as practical constraints (e.g., geographical distance
between researchers and interviewees). Accordingly, the interviews are conducted
face-to-face, over the phone and/or through email.
It could be seen from Table 3.1 that most of the interviews are conducted over the
phone due to restrictions in terms of distance, time and budget. Although telephone
interviews do not facilitate us in building a rapport with interviewees and observing
their gestures in reaction to our questions, from time to time we can interpret from
their voices or language. One interviewee asks to send the list of interview questions
via email and later send back the initial answers. A short telephone interview is then
made in order to clarify the initial answers.
Acknowledging that note-taking may distract our attention as well as distort
respondents’ answers, before starting the interview, we ask for the interviewee’s
permission to use a recording device. Recording the interview also helps minimize
errors in memorizing and interpreting the answers. In addition, we assure all
participants that their answers would remain confidential and would not be made
public without their consent. The recorded interviews are transcribed and summarized
to form the basis for data analysis and sent to all interviewees to check the validity of
the information. In the summaries, some information is obtained directly from the
interviewees’ talk while some others are inferred from the conversations. The
summaries are provided in Appendix 2.

3.2.2 Case studies
The second strand of this research is by conducting case studies of three M&A
advisory firms where the interviewees are currently working at. These case studies
are:
(1) Foreningssparbanken (Swedbank),
(2) Skandinaviska Enskilda Banken (SEB), and
(3) PricewaterhouseCoopers (PwC)
The emphasis of a case is upon a deeper examination of the issues (Bryman and Bell,
2003) so these case studies are intended to give more insights to the various issues
related to M&A projects discussed in the interviews. The key areas are M&A
services, the process of conducting an M&A project, the firms’ best practices in
implementing M&A projects as well as indications of factors critical to the success of
M&A projects. That is to say these case studies are developed based on the content of
the research questions. The case studies are constructed mainly based on secondary
and explorative (or descriptive) data obtained from company websites, their
publications and press releases, newspapers and magazines, etc.
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Table 3.2: Description of company case studies
Company
Swedbank

SEB

PwC

Description
 A holding company offering financial services in the Baltic region with
primary operation in Sweden, Estonia, Latvia and Lithuania.
 Swedbank employs more than 21,700 employees serving 9 million
private and 480 thousand corporate customers.
 Headquarter: Stockholm, Sweden
 Service offerings: Retail banking, commercial banking, private
banking, investment banking, asset management and insurance services
 M&A advisory services is part of Corporate Finance in Investment
banking Division.
 Source: www.swedbank.com
 One of the largest banks operating out of the Nordic region with
primarily Nordic corporate clients and institutional investors
throughout the Nordic countries, Europe and the USA.
 Headquarter: Stockholm, Sweden
 SEB offers a variety of financial services including retail banking,
merchant banking, asset management and insurance services.
 M&A advisory service is a part of Corporate Finance in Merchant
Banking Division.
 Source: www.sebank.se
 An audit and accountancy firm operating in Europe; North America
and the Caribbean; Asia, Australia and Pacific Islands; Middle East
and Africa; and South and Central America.
 Headquarter: New York, U.S.A
 PwC offers a full spectrum of services related to assurance services,
crisis management, tax, human resource, performance improvement
and transactions.
 M&A advisory service is a part of Corporate Finance in Advisory
Division.
 Source: www.pwc.com

3.2.3 Self-completion questionnaire
A self-completion questionnaire is used as a secondary means to crosscheck the
results obtained from the semi-structured interviews. The questionnaire is designed
with a focus on testing quantitatively our proposition on the ten critical success
factors for M&A projects in the view of M&A advisory firms. With a self-completion
questionnaire, all respondents answer the same set of questions by completing the
questionnaire themselves (Bryman and Bell, 2003).
Sampling
Respondents are drawn from the website of Private Equity Info (PEI) Services Ltd.
(www.advisoryfirms.com) which provides a comprehensive directory of M&A
advisory firms located in USA and Canada. Within the US, the website categorizes
647 M&A advisory firms by transaction value into three groups. Please note that the
classification is not an industry standard, but the website uses this method in order to
divide the various firms into broad categories.
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Bulge Bracket
(20 firms)

-

Middle Market
(512 firms)
Business Brokers (113 firms)

typically represent clients with an enterprise value in excess
of US$50 million
include the large investment banks
typically represent clients with enterprise values between
US$5 million and US$75 million
typically represent clients with enterprise values less than
US$5 million and tend to operate more regionally

Since the firms where the interviewees are working at and also on which we later
construct case studies fall under the category of Middle Market firms, we select this
group of firms in the U.S. database as the survey sample. Moreover, this group
represents 79% of the U.S. database. For each firm, we browse the respective
company’s website and the profile of possible respondents available in the website. A
random respondent email address is then selected as representative of that M&A
advisory firm taking into consideration that it is shown in the respondent’s profile that
he/she has requisite knowledge on the research topic. It is necessary to emphasize that
only one email is selected for each firm.
The original sample of 512 firms is then refined as below:
Original sample
1st refinery: elimination of firms without e-mail contacts
2nd refinery: elimination of firms without personal contacts
No. of emails sent out
Less: No. of failed deliveries
No. of potential responses

512
100
68
344
19
325

The self-completion questionnaire employs an online survey service, which means the
questionnaire can only be sent to those firms that provide in their website e-mail
contact(s) (further description of online survey provided in the later section ‘Survey
procedure’). Hence in the first refinement, firms without any e-mail contact listed on
their websites are eliminated. Moreover, cases where only the firm’s generic email is
available such as info@.., confidential@.., contact@... are then eliminated from the
original sample since these addresses normally handle general enquiries. Had the
questionnaire been sent to these addresses, it would be highly unlikely to be delivered
to relevant respondents (i.e., those in charge of M&A projects). After the two
refinements, the original sample has been narrowed down to 344 firms. All of them
are then e-mailed with the questionnaire. However, 19 emails have not been
delivered. Notices of failed delivery are sent back instead. Several reasons for failed
delivery are emails unable to get through Firewalls, emails being marked as Spam, or
respondents’ mail box being over-capacitated. This leaves the final number of
potential responses at 325.
Design of questionnaire
The questionnaire contains seven questions, most of which are closed questions with
an option to respond further where applicable. The first four questions are set to
identify the background of the firm and an open-ended question is posed for allowing
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respondents to identify by themselves the most significant factors to the success of
M&A projects. The sixth question deals with the evaluation of the ten factors in our
proposition. The last question is an offer to respondents to have the final research
report sent back to them upon their request. The sample of the questionnaire is
provided in Appendix 3.
Survey procedure
The online survey approach is selected to conduct the survey. The online approach is
chosen instead of the traditional postal method because electronic survey can be
conducted at a relatively lower cost to the researchers, while providing instant access
to a wide audience and enabling a short response time (Llieva et al., 2002). We decide
to use SurveyMonkey, an online survey tool provided by SurveyMonkey.com to
administer the survey. The self-completion questionnaire is sent out to 344 firms at
the same time. Each email contact would receive an invitation email from the
researchers’ email address. The invitation email provides a brief description about the
research as well as the questionnaire and asks for receivers’ participation to the survey
(Please refer to Appendix 3 for the invitation letter sample). By clicking on the
hyperlink attached in the email, the receiver will be directed to the questionnaire.
Upon finishing answering the questionnaire, the respondent is asked to click the
‘DONE’ button to submit his answer. The answer is then automatically updated to
SurveyMonkey. SurveyMonkey also allows researchers to send reminder emails to
non-responding contacts. The survey is first launched on 30th November 2007 and
closed after 15 days. This is considered an appropriate duration for an online survey
as suggested by virtual survey experts, allowing respondents enough time to
participate in the survey (Llieva et al., 2002).
Upon the survey closure, the responses are automatically summarized by
SurveyMonkey. Both individual responses and the summary are downloadable by
researchers, ready for analyzing. For this summary, please refer to Appendix 4.
Limitations of Self-completion Questionnaire
We bear in mind the problem of low response rates which particularly apply to this
method. Many researchers show growing evidence that response rates for online
survey are declining (Bryman and Bell, 2003). Comley (2000) finds that the response
rates for virtual surveys conducted in Virtual Surveys in 1999 range from 9% to 48%.
Thus, to improve the response rate, the questionnaire is sent out again to remind
respondents who have not submitted their answers. Four reminders have been made
on 2nd, 6th, 9th and 13th December 2007 respectively. Also, the questionnaire is kept
short with only seven questions, which takes approximately no more than 10 minutes
to answer. Furthermore, the respondents who answer the self-completion
questionnaire are given an option to have this research paper sent back to them. This
would encourage them to participate if they stand to gain some benefits from their
involvement. However, the low response rate still occurs due to several assumptions
(1) respondents may not have time to complete, (2) respondents may perceive the
self-completion questionnaire as a nuisance electronic mail, and (3) respondents may
not check his/her electronic mail frequently because the survey is conducted during
the festive year-end season during when many people may be unavailable for work.
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4 FINDINGS AND DISCUSSIONS
The following discussion is organized based on findings from both primary and
secondary research data of both qualitative and quantitative natures. The interviews
form the initial and major findings. Case studies and the questionnaire results
subsequently help check the validity and generalisability of the initial findings. The
discussion is then focused on four topics as addressed in our research questions: (1)
Overview of M&A advisory firms’ role in M&A projects and their services (2) M&A
process (3) Project success criteria for M&A projects, and (4) Critical success factors
for M&A projects. The case studies are used to support the discussion of the first
three topics while the questionnaire result is to support the last one. To facilitate the
discussion flow, the data is presented along with our own evaluation and judgment of
the findings. A separate conclusion will be made in the last chapter – chapter 5.
With special attention to the evaluation for the ten CSFs, we would like to clarify
once again that the following discussion would mainly focus on the scaling result
from the interview and the survey result would help support the primary findings
which emerge from the interview data. There are two main reasons for this
arrangement. Firstly, during the interview, we are able to challenge the interviewee
about why he places more importance on one factor while less importance on another.
We could also infer from the conversations with the interviewees various comments
that might help explain their evaluation. Upon observing deviation, if any, in the
scoring for the same factor among different interviewees, we could follow up with the
interviewees for further insights in explanation to such a deviation. However, we
could not apply the similar steps to survey respondents since the self-completion
questionnaire is not as interactive as face-to-face or telephone interview methods.
Secondly, upon the closure of the survey following the self-completion questionnaire
method on 325 M&A advisory firms based in the U.S. after two weeks, we received a
response rate of 13% (or 42 responses). Even though the low response rate from the
survey was expected and still lies within the range suggested by the literature
(Comley, 2000), the reliability of its result may still be questionable. Therefore, the
survey result is meant to be illustrative rather than definitive.

4.1 OVERVIEW OF MERGER & ACQUISITION ADVISORY FIRMS’ ROLE
AND THEIR SERVICES
In recent years, the role of M&A advisory firms, especially investment banks and
accounting firms, has become more and more important in M&A projects for both
acquiring and acquired companies. Even though large corporations nowadays
maintain in-house finance and corporate development departments, they remain to
assign outside advisors for particular tasks (Graham and Hamilton, 1998). Such M&A
intermediaries as investment banks and accounting firms provide a valuable contact
networks and expertise on their services among others, which increase the chance to
succeed in M&A projects. When asked about the roles that the interviewees’ firms,
i.e. Swedbank, SEB, and PwC, may take in M&A projects, they mention two typical
roles: lead advisor or supportive advisor. In many cases, the teams from the three
firms act as lead advisors in M&A projects, i.e. performing all M&A activities on
behalf of their clients. Furthermore, the interviewees note that from time to time the
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investment banks normally consult with the accounting firms for the due diligence
process and tax advices as a result of the accounting firms’ specialized services in
these particular fields. In this case the accounting firms are said to perform a
supportive advisory role in the advisory team led by the investment banks. Based on
the interviews and secondary data collected from various sources, we found that the
range of services provided by investment banks and accounting firms in relation to
M&A projects has become increasingly similar to each other’s. As shown in Table
4.1, the offerings include, but are not limited to, financial advice, project
management, due diligence, research and valuation, producing a prospectus or
information memorandum, providing fairness and valuation opinions, assisting their
client in raising capital and so forth. The major difference between the range of M&A
services provided by investment banks and accounting firms, as commented by our
interviewees, is that accounting firms do not provide financial guarantee while some
investment banks can offer this service to their clients by cooperating with other
departments within their organizations and can also offer clients to sell their
companies through an Initial Public Offering (IPO).
Table 4.1: M&A Services offered by Swebank, SEB and PwC
Foreningssparbanken
(Swebank)
• Financial advice
• Project management
• Due diligence
• Research and valuation
• Producing a prospectus
or information
memorandum
• Contact and analysis of
possible buyers/sellers
• Providing support to
management and
owners
• Rules and regulations
expertise
• Marketing

Skandinaviska Enskilda
Banken (SEB)
• Advising on
acquisitions,
divestitures, joint
ventures and
restructuring
• Public market
transactions
• Fairness and valuation
opinions
• Leveraged buy-outs

PricewaterhouseCoopers
(PwC)
• Deal execution
• Deal origination
• Valuation of assets
• Preparing of business
plans and financial
modeling of projections
• Capital raising, debt
raising and private
equity financing
• Project managing other
advisers (e.g., lawyers,
due diligence providers,
etc.)
• Exit strategy reviews

Source: Swedbank [no date], SEB [no date], and PricewaterhouseCoopers [no date]

The M&A service providers, both investment banks and accounting firms, may
classify M&A clients in terms of their objectives and the type of company as below:
1. M&A Objectives
a. Selling company: A company desires to sell its company to another
private or public company
b. Buying company: A company is interested in buying other companies
in line with its business strategy
2. Type of Company
a. Private company
b. Public company
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In comparison to public M&A, the private M&A project is not as complicated since it
faces fewer rules and regulations, less formal documentation, and minimal press
releases. However, the fact that limited information and lack of public valuation for
benchmarking in the case of private M&A may pose certain difficulties to the
advisory team (Due-Hansen, 2007)

4.2 MERGER & ACQUISITION PROCESS
In M&A projects, the M&A advisory firm can perform as either a seller
representative or a buyer representative. The M&A process can be categorized
accordingly into two groups: selling process and buying process. From descriptions of
the M&A process by interviewees in addition to details from secondary data, we find
that the M&A process is not significantly different among the three company cases.
As a result, we select an M&A model illustrated by PwC to grasp a broad picture of
the M&A process. Thereafter we compile the information collected from the
interviewees and secondary data with the purpose of generating comprehensive M&A
processes in sell and buy mandates. Since this is a compilation of similar information
from different sources, it is impractical to accommodate in-text references in all
instances. Therefore, we only refer to a particular source of information when the
statement is made specifically by that source.
Furthermore, before elaborating on different processes, we would like to briefly
describe the project team as well as discuss the project duration. As noted by the
interviewees, the number of people in the project team and project duration are varied
depending on the size and complexity of the project. If an M&A project is large and
complex, the M&A advisory firms involve more people with expertise in different
areas, and it requires a longer time than the simple M&A project. Usually, the project
team ranges between 2 to 15 people. For example, a team for an M&A project at
PwC, according to one of the interviewees from this firm, may roughly involve:
•
•
•

M&A advisory service: 2-3 people
Due diligence service: 2-10 people
Tax advice service: 1-2 people

The typical M&A project team is comprised of a lead advisory group, accountants,
and lawyers. In some specific projects, environmental experts may be involved as
well. The lead advisory group is directly appointed by the client and will be in charge
of the overall coordination for the transaction. The lead advisory group may then
appoint accountants and/or lawyers on the client’s behalf. The accountants will help
the lead group to deal with financial due diligence and tax issues. The lawyers are
responsible for preparing different legal documents related to the transaction as well
as advising the lead group and the client on legal issues that may arise throughout the
project. To form the project team, some M&A advisory firms may have in-house
accountants and lawyers while some others may engage with other external
consultants in obtaining advices for a particular subject.
The project duration varies from 3 up to 24 months. If clients are able to identify their
requirements and understand exactly what they need, the project process can be
quickened. In the study by Due-Hansen (2007), he identifies clients’ wishes of M&A
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projects that include maximizing the price, achieving the best possible contract,
minimizing business disruption, attracting the most suitable buyers, implementing the
best possible handling of employees and customers, keeping information confidential,
smoothing a process and creating perception of sensible and successfully executed
transaction. That is to say the project duration is flexible since there are many factors
affecting the project achievement. As commented by an interviewee, “Time isn’t that
critical in most process. I would say it’s the result that is important”.

4.2.1 A broad picture of the merger & acquisition process
Although the process described below may contain steps that are named differently
from the processes illustrated earlier in the literature review in Chapter 2, their
substance is almost similar. More specifically, in comparing this process with Picot’s
model (2002), the ‘Identify’ and ‘Evaluate’ steps fit in Picot’s model’s first phase of
‘Planning’; ‘Execute’ and ‘Maximize’ in the second phase of ‘Implementation’; and
‘Harvest’ in the last phase of ‘Integration’. The five steps in PwC’s M&A process that
we select for illustration resemble the five steps in the Watson Wyatt Deal Flow
Model (2000), with different steps being conducted within the same time horizon in
order to provide the right and timely inputs for the project team. However, compared
with the 5-step Watson Wyatt process, PwC’s M&A process shows more links
(backward and forward) between different steps, inferring the high coordination
characteristic of the M&A process.
Figure 4.1: Merger & acquisition process snapshot
Define The Purpose

Manage The Process

EXECUTE
IDENTIFY

EVALUATE

MAXIMIZE
* Full Service Lead
Advisory
* M&A Process
Optimisation
* M&A Strategy
Development

* Total Performance
Diligence
* Structuring
* Valuation & Modelling
* M&A Tax Services
* Utilisation of Global
Capital Markets
* M&A Legal advices

* Transition & Integration
* Business Performance
Improvement
* Value Maximization

HARVEST

* Sell Side Lead
Advisory
* Vendor Assistance

Source: Adapted from PricewaterhouseCoopers (2007, p.50)

Identification
When the client makes a decision to sell or buy a company, they approach the M&A
advisory firm for M&A services. The typical role that the M&A advisory firms we
studied take as mentioned above is lead advisory, i.e., the client would like the M&A
advisory firm to act on their behalf in the M&A project. It is in this step that the M&A
advisory firm reviews the client’s business strategy, discusses with them to identify
what their needs are, what is the proper strategic fit (or the underlying genuine
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motivation for such type of transaction) and makes it clear with the client on how the
M&A process will flow, all in the course of optimizing the process to achieve the
desired outcome(s).
Based on personal experience, an interviewee shares that it might not always be the
case where the client has already had a very firm decision on what to sell or buy and
how to go about the deal. In many cases, the client is not entirely clear about the exact
timing to sell or buy and what value they can derive. The client then approaches the
team for initial input and normally, according to this interviewee,
We would come in with free of charge advices on that with the
assumptions that if [the client] goes on with my advice I will be in a
good position to actually get the mandate… We have all the time lots
of such contacts, those companies that we know they are thinking
about M&A.. it could take a year or more before they actually decide.
It could be drawn on the interviewee’s experience that the M&A project officially
starts when the client signs the consultancy contract with the M&A advisory firm.
However, prior to that, the client and the firm may have gone through a considerable
period of establishing the relationship, which subsequently influences how the M&A
process may go as well as its outcome(s).
Evaluation
During this stage the M&A advisory firms will conduct a study about the client’s
company (in a sell mandate) or the potential target company (in a buy mandate) in
terms of its assets, liabilities, equity, organizational structure, and market. The
advising team analyses and assesses the optimum value of the company and how the
value is realized, i.e., in terms of cash, share exchange, etc. The team also provides
advice on the tax and legal aspects of the transaction. The client’s requirements and
the information gathered in the identifying and evaluating step will form the main
basis for the negotiation in the next step.
Execution and Maximization
At this stage, the process is slightly different between a sell mandate and a buy
mandate. In the case of selling a company, the M&A advisory firm may advise the
client to sell the company to another private company or sell to the public, i.e.,
through the stock market. The M&A advisory firm may also arrange an auction
process. In a buy mandate, the M&A advisory firm will propose the buying price to
the target company and negotiate with the target company to optimize the price as
well as other terms in the sale & purchase agreement.
Harvest
After the agreement is signed and the deal is closed, some M&A advisory firms may
involve in the transition and integration process of the new organization which is
formed as a result of the deal. Also, the details of the deal, especially the company’s
contact and records on how the team has handled the project, will then be maintained
by the M&A advisory firm as an important source of reference for conducting other
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M&A projects in the future for this particular client as well as for conducting
subsequent M&A projects of a similar nature.
From the general view of the M&A process above, the next section will elaborate in
detail and separately the buy and sell processes.

4.2.2 Seller representation process
The following M&A process in the case of a sell mandate is illustrated specifically for
a project involving one or more public companies. As noted earlier, the M&A project
involving private company (companies) is less complex with fewer documents and
less complicated or no bid at all.
Figure 4.2: Merger & acquisition process for a sell mandate

Information
Preparation Phase
 Prepare detailed
sales strategy,
timetable and
activity plan
 Prepare
information
memorandum
 Refine valuation
based on extensive
financial
information
 Prepare due
diligence report
 Generate a list of
proper potential
buyers
 Discuss and agree
with the seller
about the list of
potential buyers

Approach
Potential Buyers
 Contact potential
buyers
 Sign
confidentiality
agreement
 Circulate
information
memorandum to
the interested
buyers
 Commence the
second
preparation
o Draft contract
o Prepare data
room
o Prepare
management
presentation

First round
bids
 Receive initial
offer from potential
buyers
 Assess the initial
offers
 Select a short list
of potential buyers
Decide on
continued
process

Second round
bids
 Circulate vendor
due diligence, if
prepared
 Site visit and
management
presentation
 Data room access
 Cooperate with
legal advisors to
outline a draft
contract
 Circulate draft
contract
 Final bids and
marked up
contracts
 Assess final
agreement

Signing and
Closing
 Final due diligence
 Negotiation with
final contenders
 Signing
 Closing and
payment

Decide on
continued
process

Maintain flexibility throughout to vary the process to accelerate preferred bidders

Source: interviewees and secondary data
Phase 1: Information Preparation

The project team begins with the client’s defined objectives including financial issues
of liquidity, capital and income as well as human resource concerns. They work
together with the management team of the client’s company in conducting in-depth
research of the company and outline the project plan. The initial evaluation of the
company or the business unit which the client wishes to sell is made, showing both
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financial and non-financial indicators. The company or business unit is assessed
thoroughly regarding its current performance and future growth prospect, market
value drivers, the industry(s) and the market(s) in which it operates, including
dynamics and trends. As a result, a preliminary due diligence report is delivered,
covering the following aspects:




Operational due diligence:
finance, administration, products/services,
marketing/sales, management
Legal due diligence: asset title transfers, regulatory and tax clearances and
other legal issues
Financial due diligence: price and term conditions, tax structure, tax opinion,
fees and expense responsibilities, and so on.

The team then produces an information memorandum outlining the company’s
background (description of business, including history, financials, strategy, etc.) as
well as the selling procedure and timeline. The information memorandum is later used
as a notice to potential buyers who are interested in the deal. In the mean time, the
project team develops a list of potential buyers and proposes to the client for their
consent.
Phase 2: Approach Potential Buyers
The project team initially contacts the potential buyers in the list approved by the
client. If the potential buyers are interested, the team will ask them to write a letter of
Expression of Interest and sign a confidential agreement before sending them the
information memorandum. Engaging multiple potential buyers will increase the
probability of optimizing M&A transactions and generating the best combination of
price and structure, as one interviewee comments. At the same time, the advisory
team commences the second stage of preparation of information such as drafting the
sale & purchase contract, setting up the data room and preparing the management
presentation, etc. At this stage, the advising team, either from an investment bank or
an accounting firm, may involve another external consultant – the lawyers – because
these M&A advisory firms normally do not maintain an in-house legal department for
dealing with business-related issues.
The management presentation is a comprehensive document describing the company
in terms of its strategies, operating performance, its position in the market, company’s
future strategic opportunities and potential growth and so forth. It serves as a
marketing tool which the project team uses to better present their client to potential
buyers.
The first draft contract would outline the deal structure and related tax issues while in
the mean time take into account the reasonable balance between seller and buyer
interests (e.g., warranties).
The data room is the organization of information about the client’s company or the
business they wish to sell. The information available is dependent on the type of the
company and the transaction process. The data room may comprise both public and
non-public information:
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Public information: Annual reports, Official records, Public contracts, The
company’s website, News/ media, Stock market information, Public
presentations, Press releases, etc.



Non-public information: Interviews with management, key employees,
suppliers, customers, experts, etc., Contracts, Management reports,
Presentations, Vendor due diligence, Market analyses, Business plan, etc.

What kind of information potential buyers can get access depends on the stage in the
process that they proceed with. Access to more sensitive and confidential information
may only be granted to the final bidder at the last stage.
Phase 3: First Round Bids
In most cases, the project team request initial offers from potential buyers. These
typically include the requirement of the specific cash amount to be paid, an estimate
of the scope and timing for the detailed due diligence, a description of the approval
process within the organization, estimated timing for the execution of the sale &
purchase agreement and so forth. The project team will assess the first bids, and
advise the client on which potential buyers should be short-listed. If the client decides
to continue the process with these short-listed potential buyers, the project team will
proceed to the next stage.
Phase 4: Second Round Bids
The project team offer selected buyers entry to the data room and will circulate the
due diligence report as a basis for final bids. Plant visit and management presentation
will be arranged upon buyers’ request and the client’s approval. The selected buyers
may wish to conduct further due diligence using their own advising team. The project
team then facilitates the counterparties’ advising teams on this process.
Simultaneously, the project team cooperates with the legal team/ advisors to outline
the second draft sale & purchase agreement and circulates it to the client as well as
the representatives of the selected buyers. This draft contract is then used as a basis
for negotiation between the potential buyers and the client. The project team leads the
negotiation in order to achieve the final bids.
Phase 5: Signing and Closing
The winning bidder is granted access to all previously withheld commercially
sensitive information, for instance, sensitive contract information and customer
information, for the final due diligence procedure. Ongoing negotiation on detailed
terms in the agreement is led by the project team. Finally, once both sides reach
consensus on these terms, the agreement is signed, the payment is settled and the deal
is officially closed. The project team receives the final fee portion.
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4.2.3 Buyer representation process
Figure 4.3: Merger & acquisition process for a buy mandate
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process is generally divided into 4 phases as follow:
Phase1: Planning
The project team primarily assists the buyer to identify their M&A strategic fit with
their organizational strategy. Together with the client, the team makes it clear what
strategic fit they want to achieve, for instance, synergies in terms of revenue
generation, technologies, etc. The balance between non-human and human aspects is
carefully considered as well. Accordingly, cultural fit should be taken into account.
The team then helps the client to plan an acquisition strategy and acquisition criteria,
and identify potential acquisition candidates taking into consideration the strategy and
requisite criteria. The list of potential candidates is formed based on the client’s
suggestions as well as the contacts with whom the M&A advisory firm has had
established a relationship over time. As commented by an interviewee, investment
banks have greater access to the financial and stock markets than other M&A
advisory firms. However, other M&A advisory firms, for example an accounting firm
like PwC, may be at an advantage of having a global client base developed over time
as a result of their other services. So clearly when it comes to the necessary
knowledge of potential candidates for the client, each M&A advisory firm will utilize
their client base and contacts to advise the client of suitable candidates.
Phase 2: Research
Once the list of potential acquisition candidates is approved by the client, the project
team makes initial contact with these candidates in order to determine their interest in
selling their company or business unit(s). Then they will conduct due diligence
research and valuation analysis to support the offering price. They also review
available options for structuring the deal and develop a financial model including
addressing financing issues. In relation to the deal structure, the need of raising debt
finance may arise. According to an interviewee, investment banks, with their greater
access to the debt market, may have better understanding about the situation of the
debt market in general and the cost of debt in particular. This benefit can put
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investment banks into a more advantageous position in comparison to other M&A
advisory firms. One of the interviewees from PwC mentions that sometimes the PwC
advising team may help the client to contact an investment bank regarding this
specific area.
Phase 3: Negotiation
The project team provides the buyer with tactical advices on the negotiation with the
seller and/or its outside advisors, and on the details of the sale & purchase agreement.
Furthermore, some M&A advisory firms, especially investment banks, can assist the
buyer to raise capital or introduce a suitable source of funding for the buyer. In
general, the project team will finish their mission upon the completion of this phase.
However, they may extend their advisory duties to include executing the next phase
upon the client’s request.
Phase 4: Integration
After achieving agreement, the target company will be handed over to the acquirer. In
the integration phase, the project team can help the client to formulate an integration
plan, to implement the integration process following the plan, and to facilitate the
integration process regarding the organizational structure, procedures and processes,
and human resource concerns. It is usually too late for the client to begin drawing the
integration plan only at this phase. The integration plan is often initially formulated
from the first phase and developed further throughout subsequent phases.

4.3 HOW DO MERGER & ACQUISITION ADVISORY FIRMS MEASURE THE
SUCCESS OF A MERGER & ACQUISITION PROJECT?
Our study finds that the most frequently cited project success criteria for M&A
projects from the interviews is closing the deal or maximizing the likelihood that the
transaction is actually closed. This finding confirms the viewpoints held by Bower
and Miller (1990) and those that we drew upon the literature review in Section 2.2.1.
In addition, deal closure is closely connected with the amount of fee that the M&A
advisory firm may receive, as disclosed by one of the interviewees:
When the project starts a small proportion of the total fee is paid to us
and then when we come to the next stage we will get a bit more, but
normally the larger proportion of our fee comes in the end… No dealno pay principle… If the clients do not get what they want, do not get
the high price for the company, we do not get the high fee. If we get the
higher price, we will get higher fee.
In general, the revenue generated from M&A services can be divided into two parts
namely contingent fee and non-contingent fee. According to Calomiris and
Hitscherich (2007), a contingent fee is payable upon the consummation of the M&A
transaction. The contingent fee paid by the acquirer is normally fixed in monetary
value rather than being proportional to the deal value as the latter may encourage the
investment bank to motivate overpriced deals. On the other hand, the contingent fee
paid by the target is calculated as a proportion of deal value normally in terms of a
constant percentage of the transaction value, which serves to reward the M&A
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advisory firm for obtaining better deals for target clients (Calomiris and Hitscherich,
2007, p.915). For non-contingent fee or fixed fee, the M&A advisory firm receives
this fee as a retained fee or an opinion fee whether the transaction is consummated or
not. This fee typically represents a small portion of the total fee if the transaction is
consummated. Accordingly, M&A advisory firms perceive the contingent fee as the
main source of income generated from M&A services.
Of at least equal importance (as indicated by five out of six interviewees) is that the
client’s objectives are accomplished by achieving a desirable price (i.e., reasonably
high price in the case of the selling company) and other terms. The customer
satisfaction indicator also appears in the list of project success criteria identified in the
literature such as in Atkinson (1999). That is to say, the success of M&A projects in
the view of M&A advisory firms could be measured by the achievement of deal
closure and customer satisfaction.
In addition, two of the interviewees mention the process of conducting an M&A
project efficiently could also be a measurement of project success. One of them said:
From the bank’s point of view, you can deliver such a transaction in
which you need to make complex analyses and hard negotiations. [The
bank] might have had a lot of money but it’s the experience of deal
making you can add value by coordinating to the process, thinking of
the right things, and helping client to achieve their objectives.
From the above discussions about our findings on the project success criteria for
M&A projects, three major criteria are either directly identified by the interviewees or
interpreted from their answers as below:
1. The deal is actually closed;
2. The client’s objectives are achieved and the client is satisfied with the result of
the deal; and
3. The accomplishment per se of complex transactions including co-ordination,
tactics, and negotiations.

4.4 WHAT GUARANTEES SUCCESS TO MERGER & ACQUISITION
PROJECTS?
4.4.1 Problems/ Issues in merger & acquisition projects
In relation to the research on CSFs, each interviewee is first asked about the problems
or issues he/ she may face in an M&A project. Acknowledging and trying to avoid or
resolve these problems or issues do not guarantee project success but it may help
smoothen out the process and hence increase the probability of success.
The most frequently cited concern (by four out of six interviewees) is achieving
mutual agreement on the price between buyer and seller. More specifically, the client
(the seller) may have an unrealistic expectation of the value while the buyer does not
agree to pay that price which is deemed too high. One interviewee comments,
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[Price] is an item that is always discussed. The negotiation on
valuation is the main obstacle that needs to be cleared out.
Besides, also arising from both the client and the target’s side is the issue of not
finding the appropriate buyer or that the buyer with particular characteristics required
by the client does not exist in the market. Two interviewees mention the client being
over-optimistic of the timing during the preparation phase as another problem. During
this phase, the client and other external consultants (accountants, lawyers) could face
some issues that may lengthen the preparation of the information package. As a result,
some data might not available from the client’s side at the agreed schedule, which in
turn causes a delay in the whole process.
Regarding issues within the project team, two interviewees are concerned about the
huge amount of work that needs to be accomplished within a given limited amount of
time. Another interviewee highlights the issue of coordinating with the client, other
external consultants, and with the counterparty and their advisors. Again, the issue
associated with enterprise value/ price is raised. On this occasion, it concerns the
different perspectives on value of the company between the investment bank and the
accountants in which “the investment bank has a market value-oriented view while
the accountants tend to use more theoretical models such as DCF to estimate value”.
As emphasized further by this interviewee,
Clearly there might be different views on value from many parties
however. This can be a serious problem if the perspective is very
diverse, e.g. when it comes to what valuation model to apply, or, more
seriously, if the view on the forecast differs to a large degree.
Last but not least, two interviewees bring attention to possible problems stemming
from the business environment, being uncertainty in terms of timing, market
development, price expectations, and strategy or tactics from the counterparty. One
interviewee says:
It takes a while from launching the process to closing the deal. During
that time, the company itself develops, the market develops. A lot of the
parameters may have changed. As a result, the valuation may change.
And it may not possible to find the right buyer/ seller.
Problems/Issues arising from
1

2

M&A project team
A lot of work at a given time
Cooperation with client, with other advisors, and with counterparty/ advisors
Different perspectives on value of the company between investment bank
and accountants
Buyer-seller (Client and target)
Achieving mutual agreement on the price between buyer and seller
 Clients may have unrealistic value expectation
 Buyer does not want to pay too high a price
Buyer does not exist in the market
It is not easy to find the appropriate buyers
The client is over optimistic on the timing during the preparation phase.
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3

Some data might not be available from the client’s side at agreed schedule.
The business environment
Uncertainty in terms of timing, market development, price expectations,
strategy/tactics from counterparty.

4.4.2 Critical success factors cited by interviewees and respondents
In order to avoid leading the interviewees’ and the respondents’ answers from our
identified CSFs and to achieve their spontaneous answers, the open-ended question
“What are the critical factors that lead to the success of merger & acquisition
projects in which your company involved as an M&A advisor?” is raised before they
are asked to score our CSFs as listed. The result is presented in Table 4.2 below.
Since the result from the interview method is considered as the main findings in this
study as noted earlier, the CSFs identified by participants are organized first based on
the frequency that each factor is mentioned by the interviewees, and later are crosschecked against the frequency obtained from the self-completion questionnaire result.
Table 4.2: Grouping critical success factors identified by interviewees and
survey respondents (Note: multiple responses allowed)

Critical success factor

1. Project team competence, skills and effort
2. Having a number of key potential buyers/ sellers which may
have ‘good fit’ with Client’s portfolio
3. Good coordination both internally and externally
4. Having a well-structured of process
5. Right, correct and complete information and data in the data
room
6. Aligning and managing Client’s expectations
7. Obtaining Client’s agreement on the strategy for the M&A
process
8. Quality of the selling company, e.g. performance, company
value, market position, future growth
9. Clear and constant communication
10. Very good predictability
11. Tight secrecy
12. Commitment from Client on the project
13. Careful and accurate assessment of the target company
through sufficient intensive due diligence
14. Creativity and flexibility in deal structuring
15. Timing of transaction: maintaining the original timeframe,
timely execution of project, speed

Frequency
Per answers to
Per interpretation
open-ended
from interviews
question 5 in
questionnaire
6
24
3

6

3
2

6
3

2

2

2

18

1

-

1

27

1
1
1
-

5
6
9

-

6
5

Based on our interpretation of the interviewees’ answers and on the answers by the
survey respondents with regards to the open-ended question 5 in the questionnaire, we
find several interesting implications:
1. Six critical success factors most frequently mentioned in the interviews are
(1) Project team competence, skills and effort;
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(2) Finding key potential buyers;
(3) Good coordination both internally and externally;
(4) A well-structured process;
(5) Right, correct and complete information and data; and
(6) Aligning and managing Client’s expectation.
These factors also appear in the answers of the survey respondents, with the highest
frequency observed in ‘Project team competence, skills and effort’ and ‘Aligning and
managing Client’s expectation’.
2. The factor namely ‘Quality of the selling (i.e., the client’s) company’ is
mentioned by one interviewee only, however, it appears 27 times in the survey
responses. This could be a potential critical success factor for M&A projects.
3. In mapping the above list with our ten identified critical success factors in our
research proposition (please refer to Table 4.3 below), we notice many similar
factors between the two groups, especially those with a high frequency in both
the interview and the questionnaire. Even though these factors could be named
differently, their essences are almost the same.
Table 4.3: Mapping critical success factors identified by interviewees and survey
respondents against 10 critical success factors in the research proposition
Factors pe
r research
proposition

1

2

3 4

Factors pe
r participantsี answers
5 6 7 8 9 10 11 12 13 14 15

1. Complete andclear
objectives, goals an
d
scope of the project
2. Client consultationand
acceptance
3. Project mana
ger's
competence and
commitment
4. Team members'
competence and
commitment
5. Communicationand
information sharin
g and
exchange
6. Project plan
development
7. Resource planning

x
x

x

x

x

x

x

x

x

8. Time management,
tight secrecy
9. Price evaluationand
financing scheme
10. Risk management

x

x
x

x
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More details are provided below, starting with the factors mentioned by the
participants.
















No. 1 - Project team experience, skills and effort: The participants provide a
rich description for this particular factor. It refers to an M&A oriented deal
team including legal, tax, wealth management, etc. advisors, with great effort,
experience and team work. The team must be able to demonstrate its
competence effectively in such key areas as marketing to potential buyers and
negotiation. This factor coincides with two factors namely ‘Project manager’s
competence and commitment’ and ‘Project team members’ competence and
commitment’ in the research proposition.
No. 3 - Good coordination both internally and externally (i.e., within the team
and between the team and external parties): this broad factor identified by the
participants could be mapped against the essence of two other factors in our
list: ‘Communication and information sharing and exchange’ and ‘Client
consultation and acceptance’.
No. 4 - Having a well-structured process: This factor contains substance that
has been taken into account in our research proposition’s factor, ‘Project plan
development’, which M&A advisory firms need to consider before M&A
project execution.
No. 6 - Aligning and managing Client’s expectation, No. 7 - Obtaining client
agreement on the strategy for the M&A process, and No. 12 - Commitment
from Client on the project: These factors could be inferred from what we
mean by the ‘Client consultation and acceptance’ factor in our research
proposition.
No. 9 - Clear and constant communication: this factor was included in our list
with the same name.
No. 10 - Predictability: As one interviewee describes, there should be high
predictability on how the process would go, regarding company value, how
much time the process takes, and other issues in minimizing the effects of
unexpected situations. It may well refer to the ability to avoid unexpected
events which is included in our ‘Risk management’ factor.
No. 11 - Tight secrecy: this factor was included in our list with the same name.
No. 13 - Careful and accurate assessment of the target company through
sufficient due diligence, and No. 14 - Creativity and flexibility of deal
structure: These factors fall into the content of our factor of ‘Price valuation
and financing scheme’.
No. 15 - Timing of the transaction as in maintaining the original timeframe,
timely execution of project, speed: this is also what we meant by ‘Time
management’ as one of the factors in our CSFs list.

Upon the above mapping, we discover some additional critical success factors that
have been frequently mentioned by the interviewees and the respondents but are not
included in our research proposition. They are:
1. No. 2 - Having a number of key potential buyers with suitable profiles: This
factor particularly addresses the case of a sell mandate and to the merger
environment. If there exist in the market many potential buyers who are interested
in the deal, it will not take long to sell the client’s business or to identify a good fit
for the merger. Furthermore, in the case involving an auction process, the
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existence of a number of potential buyers will increase the competition, thereby
likely driving the price up in favor of the client - the seller. One interviewee
explains:
Finding key potential buyers, which have a strategic reason and
financial resource, and maintaining them throughout the process as
well as understanding the potential buyers’ strategy.
2. No. 5 – Right, correct and complete information and data in the data room:
One of the M&A advisory firm’s responsibilities is to conduct analyses on the
selling company (on behalf of either the seller or the buyer) in various areas, such
as performance, business planning, its markets, financial situation, etc. in order to
support the client in making key decisions such as the value of the evaluated
company, whether it is a ‘good fit’ or not, etc. In order to ensure an accurate
assessment, the project team needs to be able to access the right and correct
information and expertly exercise their analytical skills and experience to
synthesize the information. As one interviewee comments, in the case of advising
the buy side, the project team may encounter various issues since the
completeness and the accuracy of the available information are always questioned.
A similar problem is less serious in the case of advising the sell side since the
project team is normally granted access to a full range of information about the
client’s company.
3.

No. 8 - The quality of the selling company: It shows from the data that the
quality of the selling company is critical to the success of an M&A projects. On
the seller side, if the selling company has good current performance, high
valuation multiples, high future growth potential, and a strong market position, it
is certainly more attractive to potential buyers; therefore, it is easy to sell within a
short time period. That is to say the attractiveness of the selling company
increases the likelihood of closing the deal at a reasonably high price for the client
– the seller. On the buyer side, in search of strategic fits (for example, synergies in
terms of revenue creation or technological competence, cultural fit, etc.) the buyer
certainly desires to acquire a suitable target of good quality so that it facilitates the
integration process later. This is also true in the case of a merger where
importance is placed on strategic fit to drive future growth.

It is important to note that we perform interviews to six persons so the frequency of
each factor as shown in the interview result will not clearly indicate the relative
importance of one factor over another. Moreover, since the above additional factors
are identified based on the interpretation of the answers by the participants, they are
not yet supported by the literature that we have reviewed. Therefore, they need further
investigation in another study in the future. At this stage, we only make suggestions
of the additional critical success factors for M&A projects in the view of M&A
advisory firms based on our findings from the data collected.
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4.4.3 Interviewees’ and respondents’ views on our listed critical success
factors
General findings
To test the ten critical success factors in the research proposition, all interviewees and
survey respondents are asked to assign the following ordinal numbers to measure the
importance of each factor, being 1 = not at all important, 2 = not very important, 3 =
fairly important, 4 = very important, and 5 = extremely important. Average scores for
the interview, the survey and overall scores are then calculated and summarized in the
chart below.
Figure 4.4: Average scores (out of 5) for listed critical success factors
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As shown in Figure 4.4, in both the interview data and the survey data, most of the
ten factors are scored as either ‘extremely important’ or ‘very important’, except for
‘Project plan development’, ‘Resource planning’ and ‘Risk management’ with the
major scoring in the survey result as ‘fairly important’.
In particular, more than half of the interviewees view client consultation and
acceptance, project team’s (both manager and members) competence and
commitment, and time management as ‘extremely important’ while more than half of
the survey respondents evaluate project manager’s competence and commitment and
communication and information sharing as ‘extremely important’. Although there are
no significant differences between the findings from the two data groups, the
interview group views the project manager and team members’ competence and
commitment, project plan development, resource planning, time management and
tight secrecy, and risk management slightly higher than the major ranking in the
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survey group. It is also observed that no interviewee rated ‘extremely important’ for
project plan development and resource planning, while the majority of respondents
ranked the two factors as ‘very important’ and ‘fairly important’ accordingly. The low
scores signal the fact that these two factors are not so critical to the success of M&A
projects compared to the other factors.
Regarding the design of the initial CSFs list, one interviewee suggested us to
decompose the factor ‘Communication and information sharing and exchange’ among
different parties involved in the project, mainly within the project team including
other external consultants, and between the project team and the client. Furthermore,
we separate ‘Time management’ and ‘Tight secrecy’ into two factors as they define
two different terms as suggested by the participant in our first interview. In
subsequent interviews, the interviewees are asked to specify the score under this new
categorization. However, we launch the survey at the same time as the first interview
so the names for these two factors still remain as original. As the interview results
reveal, at the aggregate level, both communication within the project team and
between the team and the client equally receive four out of six votes for ‘very
important’ and both ‘time management’ and ‘tight secrecy’ are mostly ranked as
‘extremely important’. That is to say the consistency in the interview ranking for
different sub-categories within each factor helps minimize the impact, if any, of not
making the sub-categorization in the survey on the overall score for each of these two
factors.
Findings on each critical success factor
1. Complete and clear objectives, goals and scope of the project: The first step in
the project development process is to understand the rationale behind the project, why
the project is needed, what are the benefits and so forth (Pinto and Slevin, 2006).
Thus, the project team needs to identify clearly who is the client, i.e., a company
owner, the firm's board of directors or the firm's shareholders, and understand what
the client wants. The project objectives, goals and scope are then identified mainly
based on the understanding of the client's needs as well as the M&A advisory firm’s
own expectation. With regards to the client's side, this factor is similar to the strategic
vision and strategic fit of Epstein (2005) whereby the strategic value of M&A needs
to be identified. The M&A advisory firm can help the client to develop clear criteria,
identify their desired goals, analyze their business strategy, and plan the M&A
direction to achieve their goals. The overall score of 4.2 shows the importance of this
factor in the view of the M&A advisory firms. Clearly the high score confirms the
significance of the very first issue in projects of any type in any industry.
2. Client consultation & acceptance: Clients in this study refers to the sellers who
wish to sell their company, the buyers who are looking for other companies to serve
their strategy or the target companies receiving a purchasing intent from the acquirers.
According to Pinto and Slevin (2006, p. 136), projects are often subject to changes
throughout their development, and as a result, clients must be kept informed of the
progress of the project rather than being surprised at the end when the project is
transferred to them. Therefore, it is essential that the M&A advisory firms need to
consult and achieve their acceptance throughout M&A projects especially during the
planning and negotiation processes. From time to time, the client exerts authority and
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influence in making decisions, authorizing changes and making final approval for
closing the deal.
Similar to the first factor, ‘Client consultation & acceptance’ receives great attention
from the interviewees with a 4.4 score. When we investigate this factor in detail, we
find that one of our interviewees assigns a scale of ‘fairly important’ for this factor.
He explains his relatively lower scoring in comparison to other interviewees’ as
below:
Clearly the client is very important. But once we understand Client's
objectives or strategy, we can work fine with that. But clearly we need
Client on board.
That is to say, this interviewee acknowledges the importance of having client on
board. However, in the mean time, he has made a connection between clearly defined
goals/ objectives and client consultation and acceptance in which once clearly defined
goals/ objectives is achieved, the importance of client consultation and acceptance
decreases relatively. This would explain that as long as the advisory team can clarify
with the client on the project’s objectives, goals and scope, the team can go on with
the process at its own pace. The client is only kept informed and consulted from time
to time. Overall, the criticality of ‘Client consultation and acceptance’ is as high as
that of ‘Complete and clear objectives, goals & scope of the project’.
3. Project manager’s competence & commitment: The project manager’s
competences include the ability to delegate authority, ability to coordinate as well as
commitment to the project (Belassi and Tukel, 1996). He is committed to meeting the
project goals, and deeply involved in the project from beginning to end. The project
manager should be people-oriented and results-oriented, diplomatic and hard driving.
It is noted that project managers for M&A projects most of the time deal with human
aspects such as the project team, other external advisors employed, the client, the
target firm, and so on. To implement M&A projects, negotiation skills need to be
emphasized. Such skills become increasingly critical towards deal closure when the
project manager pursues intensive negotiations to optimize the terms and conditions
of the deal for the client. Experience on M&A transactions is a must.
This factor receives the highest scores in both the interview and the questionnaire
results at 4.7 and 4.6 respectively.
4. Project team members’ competence & commitment: The project team is a very
important ingredient for project success. However, organizations often ignore the
importance of this factor, “sometimes assigning individuals to project teams on the
basis of convenience to current organizational activities without consideration their
skills and experiences” (Pinto and Slevin, 2006, p.261). Based on our data, we find
that the project team is assigned to the M&A projects with the necessary expertise and
experience especially in technical, legal, and financial areas. Where there is
insufficient expertise within the M&A advisory firm, another advisor is brought in.
Teamwork, confidence, trust, and understanding of everyone's roles are important
among others. Everyone is committed and gets involved (i.e., given opportunities and
the desire to provide inputs) to fulfill the project goals.
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Since we observe a tendency that interviewees evaluate ‘Project manager’s
competence and commitment’ in relation to ‘Project team members’ competence and
commitment’, we decide to combine the analysis of these two factors. Five out of six
interviewees evaluate the project manager factor as ‘extremely important’ and the
average score among the interviewees is 4.7. Meanwhile for the project team factor,
only three interviewees assign ‘extremely important’ and one assigns ‘very important’
and two assign ‘fairly important’, making an average score of 4.2. Comparing the
relative importance of the competence & commitment of the project manager to that
of the project team members, one of interviewee emphasizes:
The one leading the project needs to be very committed. The other part
[team members] they can be involved in other projects.
This comment also helps explain his lower score (‘fairly important’) for the factor
‘Project team members’ competence & commitment’ in comparison to the scores
assigned by other interviewees.
On the other hand, one interviewee views ‘Project manager’s competence and
commitment’ as fairly important (as defined by a score of 3). Upon our enquiry for
further explanation, he comments:
The project manager's competence and commitment is of course
important. However, the reason for the lower score for the manager
(factor 3) is that I have judged it relative to the team members (factor
4). From my experience, the manager has a very important role in
guiding and delegating work to the team members. The team members
are the persons that that then deliver to the manager or directly to the
client and if their work is not of the highest standard possible the
whole project suffers. That it why in M&A processes, or actually in
Corporate Finance in general, team work is extremely important.
It is worth noting that this interviewee is the only person whose role in M&A projects
is a team member – an analyst. The others constitute Head of M&A department
and/or project manager. This raises a concern that different positions may perceive the
relative importance between these two factors differently. Due to practical constraints,
we have not been able to secure further interviews to clarify this concern. However,
the survey result could suitably provide useful insights to this matter.
Table 4.4: Ranking for Project manager’s commitment & competence, and for
Project team members’ commitment & competence by different levels within the
merger & acquisition advisory firms
Ranked by
Factor
Extremely important
Very important
Fairly important

Project manager & higher
(n=33)
No. 3
No. 4
55%
21%
42%
61%
3%
18%
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Project team member
(n=8)
No. 3
No. 4
75%
25%
25%
50%
25%

Note: total number of respondents is 42, in which 33 indicated positions as project manager
or higher (i.e., Head of M&A department, Partner of the firm, etc), 8 indicated positions of
project team member and 1 skipped the question.

It is clear from the above table that the majority of the survey respondents, both
project managers & higher and project team members, place the highest level of
importance for ‘Project manager’s commitment & competence’ factor. 55% of project
managers & higher, and 75% of project team members value this factor at ‘extremely
important’ and the majority of the rest gave it a ‘very important’. With regards to
‘Project team members’ commitment & competence’, only 21-25% respondents
regardless of their roles rank as ‘extremely important’ and 42-50% as ‘very
important’. It is interpreted from the scores that both project manager & higher and
project team members are consistent in the followings:




Project manager’s commitment & competence is extremely important for
project success;
Project team member’s commitment & competence is very important for
project success; and
It is likely that project team member’s commitment & competence is relatively
less important than that of the project manager for project success.

Therefore, the aforementioned viewpoint by the analyst interviewee does not
represent that of the ‘project team members’ group. More significantly, the scorings
for factor 3 and 4 by the other five interviewees and by survey respondents form the
pattern that supports the above statements. This would conclude that both project
manager and project team members are critical factors in the M&A projects with the
possession of necessary skills including analytical, coordinating, negotiating skills,
relevant experience and industrial knowledge. As per Belassi and Tukel (1996), they
perceive these two important factors are required to work together in contribution to
the project success.
5. Communication and information sharing & exchange: It is well documented
that failure in M&A projects may arise from ineffective strategic communication
(Gadiesh et al., 2001). The importance of this factor is strongly confirmed from our
interviewees as well as from many literatures (for instance, Clarke, 1999, Appelbaum
et al., 2000, Fortune and White, 2004). The M&A advisory team routinely engages in
three-way communication with the client, their counterparty and its internal
organization. Continuous and clear communication between all project participants
(top management, project team, client, and counterparty) need to be maintained
throughout all stages of the project. Of equal importance, project team should be able
to advise the client in disseminating M&A information to their key stakeholders
(shareholders and employees) throughout the whole process to avoid 'Merger
Syndrome'2 and to prepare for the subsequent integration with the target/bidder firm.
Since M&A involves a lot of change, an effective communication plan is required and
announced to the employees at the proper time in order to prevent resistance from
2

'Merger Syndrome' is a phenomenon characterized by increased centralization and decreased
communication by management with employees (Marks and Mirvis, 1992). “Distrust is inevitable and
becomes widespread unless communication is handled properly. The key challenge for communication
is addressing the uncertainty and resolving as much uncertainty as quickly as possible” (Appelbaum et
al., 2000, p.650).
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them. It is essential to ensure that communication can effectively transfer and
exchange relevant information among projects participants and the client’s key
stakeholders during the project process. In terms of the communication channels,
quantity and quality of face-to-face meetings, the richest medium available,
characterize good communication. Other forms such as memos, e-mail, videos, etc.
should be deployed as well.
Our findings reveal that all of the interviewees agree that communication and
information sharing and exchange is critical throughout the whole M&A process. This
factor receives high attention at an overall score of 4.3, whether within the M&A
advisory firm’s project team, with other consultants, or with the client and the
counterparty (i.e., potential buyers). The criticality of this factor is confirmed by the
average score of 4.4 achieved in the survey.
6. Project plan development: Plans are made to realize time, cost and performance
goals. Plans are detailed in terms of all necessary activities in each project stage, ways
to measure performance, resource requirements, and arrangements for project control
and trouble-shooting (Nicholas, 2004). Many publications support extensive planning
as a critical factor which enhances M&A project performance by avoiding
mismatched partners and maximizing value (Rockwell, 1968, and Jennings, 1985).
One of our interviewees recommends that to merge or acquire the business,
companies need to consider a good fit including strategic fit, cultural fit and project
portfolio. Furthermore, the M&A advisory firm needs to consider in the planning
which people will be affected by the project and seek their participation and approval.
In such sensitive projects as M&A, it is critical to sell the deal to shareholders,
employees, board of directors of both the bidder and the target firms with due care.
However, the overall interviewee score for this factor is 3.7, slightly lower than the
scores of the first five critical success factors. Indeed, no interviewee assigns this as
‘extremely important’. The factor is evaluated as either ‘very important’ or ‘fairly
important’. The interviewees consider the project plan as an initial document with a
few details to present to the client in order to explain how the process may go.
Subsequently, the project is conducted following a well-structured process (especially
in the case involving a formal bid) developed by the M&A advisory firms, with
standard procedures and best practices accumulated by the firm over time. All of the
interviewees say their firms maintain M&A handbooks that give general guidelines on
each steps or activities in an M&A project. But more important, they comment, is the
experience from previous projects of similar nature. An interviewee says:
Whenever a new project is started, the team look back at what’s the
best that the team did the last time and if the team can choose the best
practices in these projects to use this time. The team also look at the
situation, eg., similar company, similar situation, what type of buyer,
are they international or domestic, etc.
As DiGeorgio (2002, p.142) claims, “People learn best from their experience”. A
significant advantage of the M&A advisory firms in M&A projects in comparison to
their clients is their sophisticated experience. In addition, on the one hand, as
commented by two interviewees, M&A is an area that receives a lot of attention from
rules and regulations, especially in projects involving public companies. Therefore,
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the process of conducting an M&A project would partly go along with what has been
regulated by the legislation related to M&A transactions. On the other hand, a
significant step, the negotiation for the sale & purchase agreement, may involve a lot
of tensions, which requires much more of soft skills by the project manager and the
team rather than following a rigid initial plan.
7. M&A advisory firm's own resource planning: DiGeorgio (2002) explains that if
an organization does not have adequate resources in terms of time, resources and
tools, it will reduce the quality of M&A analyses. In M&A projects as well as
consultancy projects in general, human resource together with knowledge and
expertise are the most important resources. As mentioned above from interviewees,
one of the problems in M&A projects is the lack of resources to carry the heavy
workload. Hence, human resource and others need to be planned well in advance and
the need for other external advisors such as accountants, lawyer, etc should be
foreseen at the planning stage and the required people involved as early as possible.
Similar to ‘project plan development’, the issue of resource planning within the M&A
advisory firm seems not as critical as the first five factors in the list (an average score
of 3.7 in interview and 3.5 in survey). It is also observed that no interviewee rated
‘extremely important’ for both of these factors. Meanwhile the majority of survey
respondents rank them as ‘very important’ and ‘fairly important’ accordingly. One
possible explanation as aforementioned is these two factors are often inherited within
their organization in form of standardized project plans and resource requirements;
thus, it is not necessary to treat these two factors as important as other factors.
8. Time management & tight secrecy: In M&A projects, “nothing is more valuable
than a keen sense of timing” (Rockwell, 1968, p.130). It means that the M&A
advisory firms should know when to move and when to hold depending partly on
their judgments. Furthermore, Gadiesh et al. (2001) affirm that M&A projects require
active management to act quickly in order to achieve a set of milestones. Generally,
the prize is awarded to those who move fast, cautiously and secretly. Since M&A
often requires timely decisions, for example, in the case of buying the shares of the
target in the stock market, time management is considered critically important to the
success of the project. Moreover, in M&A, when information about the potential
target/ deal is leaked, it is highly likely that competitors may be provoked to take over
the deal and/or to drive up the price. It is therefore essential for the project team to
advise the client on identifying when is the right time to make the M&A
announcement to the client's key stakeholders as well as the mass media. Good timing
would be able to resolve rumors and result in minimum uncertainty as well as attain
support, rather than creating hostility, from the client's key stakeholders. Last but not
least, both the M&A advisor and the company should make careful trade-offs between
speed and careful planning.
Additionally, although our interviewees highly value the speed of the project with the
aim of closing the deal as shortly as possible, the M&A process itself needs flexibility
on the actual situations. As one interviewee says
Time management.. you don’t always manage the process.. it depends
very much on what happens. You have to be flexible in that sense, so
you don’t always drive the timing of the process..
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Therefore, time management in M&A projects in the view of the M&A advisory
firms refers to the right time for M&A transactions rather than the project time
duration normally mentioned in the project management studies.
Both ‘time management’ and ‘tight secrecy’ are mostly evaluated by the interviewees
as ‘extremely important’ or ‘very important’ as shown in the overall rating at 4.4. All
interviewees highly value the criticality of tight secrecy meanwhile time management
receives a bit less attention (equally importance or one score lower for time
management). In terms of tight secrecy, one interviewee explains the importance of
this factor as
Sometimes sellers don’t want the process to become known within the
company. Often the top management knows it but they don’t want to
involve or even get people around at least to know.
Even though we did not have a chance to separate ‘time management’ and ‘tight
secrecy’ in the survey, the consistency in the interviewees’ scores helps to minimize
the impact and give strong indication to support the criticality of both time
management and tight secrecy to the success of M&A projects.
9. Price evaluation & financing scheme: It is not uncommon that the price paid by
the acquirer for the target company is claimed to be much higher than the market
price and/or the enterprise value of the target company (McLean, 1985, DiGeorgio,
2002). In reality, the price paid will reflect the ability of the target company or the
selling company to add value to the acquirer and create value to shareholders
(Rockwell, 1968). Therefore, M&A advisory firms can assist the acquirer or the seller
to analyze and assess the company valuation based on financial and non-financial
indicators. These include such items as assets, liabilities, facilities, prospective
growth, profitability, market position and so on. They also help their clients to
evaluate the company’s past performance to set a suitable price which reflects the real
value of the target company or the seller. The price should be realistic as well as
reasonably high. In parallel with price evaluation, M&A advisory firms may advise
their clients on the most efficient way (i.e., less costly and more accessible) to finance
the deal (Epstein, 2005), for instance, through initial public offerings, by borrowing
money from banks, or by exchanging shares, etc.
The importance of this factor is shown by the averaged 4 score in results from the
both interview and the self-completion questionnaire methods. Therefore, the
accuracy of price assessment is an important factor in M&A projects. Furthermore,
the financial assistance advisory services will contribute to the smoother
implementation of M&A projects.
10. Risk management: In general, all projects carry some level of risks which affect
the project success (Gardiner, 2005). Many M&A projects are large in terms of the
project value and complex in the process, which needs to place an appropriate and
effective approach to risk. Furthermore, Papadakis (2005) notes that among others,
increased hostility in the business environment and the intense technological changes
may pose certain threats to the successful implementation of projects in general and
M&A projects in particular. Other external factors such as regulations, competition
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and so forth can influence an M&A project’s success. Although these factors are
uncontrollable, the adverse effect may be prevented or mitigated with well-planned
risk management. The score of risk management factor assigned by the interviewees
is 4 on average. In addition, this factor is similar to the factor regarding predictability
as mentioned earlier by one interviewee:
… it is very important that the process is predictable in a way so you
don’t want a lot of surprises along the way…
However, the average score from the survey respondents is shown at 3.5. One reason
for this low score could be inferred from the opinions of two interviewees. One
interviewee tells that it is difficult to rank this factor since the definition of risk was
too broad. Some might think of risks in terms of not being able to close the deal while
others define risks as those imposed from external factors. Another interviewee who
actually assigns a score of 2 (‘not very important) to this factor explains that risk
management is normally already accounted for in the development of the M&A
process and the degree of risks is different between buying and selling process:
In a selling case, it requires to work closely together with the
management of the seller company in order to acquire all necessary
information. In contrast to a buying case, the advisory firms are not
able to access confidential information of the target company. Thus,
the risk management in the buying process becomes much more
important than the selling process.
From his view, we imply that accessing the right information is related to risk
management. Risk management should be included in the M&A project planning in
order to prevent and/or mitigate any undesirable events. Also, it is possible that risk
management as a critical factor to M&A project success should be separately
evaluated in a selling case and in a buying case.
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5 CONCLUSION
M&A activities have developed significantly since its first appearance in a high
frequency at the end of the 19th century (Jansen, 2002, in Picot 2002). The world
observes a sharp rise in M&A activities in the past decade, marking the fifth M&A
wave with ‘mega-mergers’ (Angwin, 2001). The important role that M&A advisory
firms play in M&A projects has been frequently highlighted in the literature (Hunter
and Walker, 1990, Servaes and Zenner, 1996, Kale et al., 1998, etc.). The literature,
however, has placed little attention on the matter of critical success factors from the
perspectives of M&A advisory firms. In this research, we have attempted to explore
from the view of M&A advisory firms on what determines the success of an M&A
projects. From the intensive review of the literature in both the project management
field and the merger & acquisition area, we have arrived at the list of ten critical
success factors in the view of M&A advisory firms. We then apply a triangulation
approach in which three data collection methods underlying both quantitative and
qualitative strategies are employed for purpose of increasing the data validity. As a
result, we conduct interview with six professionals currently working in three M&A
advisory firms. In the mean time, we also construct three case studies on these M&A
advisory firms. As the third strand of our research, we launch an online survey with a
sample of 325 M&A advisory firms based in the U.S. using the database available in
the website www.advisoryfirms.com.
The findings from the interview and the case studies provide the insight to a full range
of services related to M&A projects provided by M&A advisory firms covering all
functional areas that potential clients may need advice as well as all steps of
conducting an M&A projects. The interviews and the case studies also elaborate the
M&A process from a broad picture to comprehensive details entailing different cases
(typically, a sell mandate and a buy mandate). These findings provide practical
insights to the more theoretical process described by Picot (2002) and add richer
details for each step or phase within the process. Closely related to our main research
topic regarding critical success factors for M&A projects in the view of M&A
advisory services, we have derived from the interview data some key findings about
the criteria to measure the success of M&A projects and the problems that may arise
in M&A projects. Accordingly, three major project success criteria were found, (1)
The deal is actually closed; (2) The client’s objectives are achieved and the client is
satisfied with the result of the deal; and (3) The accomplishment per se of complex
transactions including co-ordination, tactics, and negotiations. Problems or issues
emerging throughout the M&A projects may come from within the project team, the
client and their counterparty, or from the business environment. Among others are
heavy workload for the projective, different perspectives on enterprise value and
price, and uncertainties.
When it comes to our main research question, the interview data in general support
most of the critical success factors in our research proposition. Furthermore, the data
provide valuable insights to each factor as well as open up new potential areas for
future research.
The importance of ‘Complete and clear objectives, goals and scope of the Project’ and
‘Client consultation and acceptance’ has long been recognized as critical in securing
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the project success in the literature, from the seminal work by Pinto and Slevin back
in 1986 to the recent study by Fortune and White (2004) and the summary of various
lessons learned in Nicholas (2004). Our interview findings which were crosschecked
against the survey result show strong support to the importance of these factors.
Echoing the view by various researchers (for example, Belassi and Tukel, 1996,
Westerveld, 2003), the factor of the project manager’s competence and commitment
proves to be highly important to M&A project success in this research. Coupled with
this factor, our findings from the interview also reveal the importance of the project
team members’ competence and commitment at a slightly lower degree. The findings
clearly support the view held by (1987) in which the whole project team needs to be
formed by those with relevant skills and experience since the team is a very important
ingredient for the project success. This study then also supports the findings of
Belassi and Tukel (1996) which demonstrate that these two factors are required to
work together in contribution to the project success.
Throughout the data, communication and information sharing and exchange as a
critical success factor for M&A projects was a constant theme, in consistence with the
findings in various works by Clarke (1999), Appelbaum et al. (2000) and Fortune
White (2004). Communication and information sharing and exchange is extremely
important, both within the project team and between the team and the client and their
counterparty.
As was made clear from the interview data, clients do not want the deal to become
known by people apart from the top management who is responsible for making
decisions related to the deal, that is until the right time to announce the deal is
identified, which is normally when the deal agreement is signed. This key finding
confirms the criticality of both time management and tight secrecy toward the project
outcome, especially to the maximization of the likelihood of the deal closure.
However, time management is more than just about the right time for deal
announcement. As the data shows, it is also about speed, about when to make the
decisions at each stage of the M&A process, keeping the deal progress within the
reasonable timeframe and much more. The finding supports Rockwell’s (1968) “keen
sense of timing” as most valuable in M&A projects and Gadiesh et al.’s (2001) golden
rule of “fusing at full speed” to M&A success.
From our interview findings, price evaluation and financing scheme are two separate
matters that are always raised in the discussion and negotiation between the project
team and the client and with the counterparty as well. Both of these matters are given
similarly high level of attention throughout the data from the interview and the
survey, confirming the value that Rockwell (1968) and Epstein (2005) place on them
in relation to M&A project success.
The picture which has emerged highlights the lesser importance that the interviewees
placed in three factors namely ‘Project plan development’, ‘M&A advisory firm’s
own resource planning’, and ‘Risk management’, in comparison to the other factors
we identified. In relation to the first two factors, the data reveals that the M&A
advisory firm has developed over time a well-structured process backed up with both
detailed guidelines on procedures and resource requirements, and the best practices
accumulated from past projects. The process is then flexibly adapted to new projects.
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It is the existence of such a deliberate M&A process that subsequently diminishes the
relative importance of ‘Project plan development’ and ‘The M&A advisory firm’s
resource planning’ to the success of an individual M&A project. It is noted that
initially we interpreted that the factor of ‘a well-structured M&A process’, which was
mentioned by the interviewees prior the scoring of our listed factors, contains
substance that has been taken into account in our research proposition’s factor
‘Project plan development’. However, after obtaining the scoring together with
further elaborative explanations from the interviewees, we come to a conclusion that
our findings do not provide strong indication to support the critical role of ‘Project
plan development’ and ‘The firm’s resource planning’ to the success of M&A
projects. In the mean time, the data suggests that the factor of ‘a well-structured M&A
process’ may address the matters more accurately and, hence, should be accounted for
as a critical success factors for M&A projects.
Risk management, on the other hand, is found to be very important to M&A project
success in the interview data. However, it received lower attention from the survey
data. Although the self-completion questionnaire is not the main method of data
collection in our study, its result helps enhance the validity of our findings. Therefore,
although the main findings obtained from the interview data indicate that risk
management should remain in the list of CSFs to M&A projects, the crosschecking
shows that the importance of this factor may need to be researched further in another
occasion.
One further implication that deserves mention concerns three additional factors that
the interviewees considered critical to the success of their M&A projects. They are
‘Having a number of key potential buyers with suitable profile’, ‘Right, correct and
complete information and data in the data room’, and ‘The quality of the selling
company’. These are factors that were not identified during our review of the current
literature in relation to the research topic, which again suggests a new area for further
research. The findings on these factors from this research could then be used as the
basis for future research.
In summary, our research findings lead us to the formation of three lists of factors.
Firstly, in connection to our research question, on critical success factors for merger
& acquisition projects in the view of merger & acquisition advisory firms, our
findings strongly indicate that these factors have a positive impact:
(1) Complete and clear objectives, goals and scope of the Project,
(2) Client consultation and acceptance,
(3) Project manager’s competence and commitment,
(4) Team members’ competence and commitment,
(5) Communication and information sharing and exchange,
(6) Time management and tight secrecy, and
(7) Price evaluation and financing scheme.
Secondly, our study finds weaker indication on the other three factors in the research
proposition:
(1) Project plan development,
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(2) The M&A advisory firm’s own resource planning, and
(3) Risk management.
However, the scorings of these factors slightly below a score of ‘very important’
suggest that there is not enough evidence to exclude these factors from the list, either.
Lastly, the findings suggest the addition of three critical success factors that was not
included in the initial list:
(1) ‘Having a number of key potential buyers with suitable profile’,
(2) ‘Right, correct and complete information and data in the data room’, and
(3) ‘The quality of the selling company’.
In addition, in the case that a factor of ‘a well-structured M&A process’ should be
accounted for as a CSF for M&A projects in place of two factors ‘Project plan
development’, ‘The M&A advisory firm’s own resource planning’ as discussed
above, list 3 will be added with another new factor namely (4) ‘A well-structured
M&A process’.
Regarding those factors supported with weaker indication and those just arising from
the data, further investigation is needed within the scope of another study which may
requires a higher budget and a longer time frame.
Our study has provided other researchers with valuable insights to the topic of critical
success factors for M&A projects from the perspective of M&A advisory firms. The
new knowledge will assist M&A advisory firms in better achieving success in their
M&A projects. In the mean time, we acknowledge that our research has some
limitations that may be addressed in other researches in the future. Among others is
that each factor in our list by itself could be a topic that has been heavily debated in
literature, such as project manager’s commitment and competence or risk
management. By using them in our study, we certainly did not attempt to integrate the
whole body of knowledge regarding these factors/ topics with regards to the scope of
our study. Secondly, our study aims at exploring the view of M&A advisory firms in
general, which allows us to collect data regardless of the firms’ origination as well as
their company types. Further researches, therefore, could be made to explore the same
topic but applying some certain constraints such as the firms’ geographical location,
the firms’ types as well as different levels within the project team, or M&A projects
of different types. Lastly, our thesis deals with the critical success factors which
M&A advisory firms need to pay considerable attention in order to succeed in their
projects on behalf of the clients. Subsequently, the question of what the firms should
do to ensure that these critical factors are well taken care of could induce a new area
for further research.
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APPENDICES
Appendix 1: SEMI- STRUCTURED INTERVIEW QUESTIONS
Part 1: Participant
1) What is your current position in the organization?
2) What is your current role in M&A projects?
3) How long have you been working with M&A projects?
Part 2: M&A services
4) What services related to M&A do your company offer?
5) Could you tell us briefly about the clients using your M&A services, e.g.
what industries they operate? Were previous engagements with these
clients relate to cross-border or domestic M&A transactions?
Part 3: M&A project
6) How many people are involved in an M&A project? What are their roles?
7) How long is an M&A project on average?
8) Can you tell us more detail about the process of M&A project as
conducted by your company?
9) When you work in M&A projects, what are the main problems?
10) Based on your past experience about M&A projects, can you give us
examples of successful M&A projects undertaken by your company?
11) Why do you think these projects are deemed successful?
12) What the factors lead to the success of these projects?
13) Could you tell us about the best practices, if any, which you are adopting
in order to ensure the success of an M&A project?
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14) I will read the list of factors below, could you tell us these factors are
included in your project or not. If yes, please assign a score of each
factors (1 = not at all important, 2 = not very important, 3 = fairly
important, 4 = very important, 5 = extremely important)
1

2

3

4

5

1. Complete and Clear objectives, goals and scope
of the Project
2. Client consultation and acceptance
3. Project manager’s competence & commitment
4. Project team members’ competence &
commitment
5. Communication and information sharing and
exchange
6. Project plan development
7. M&A advisory firm’s resource planning
8. Time management and tight secrecy
9. Price evaluation & financing scheme
10. Risk management
15) Would you prefer the information from this interview to be disclosed with
the name of your Company or anonymously?
16) In case we need further clarification regarding the interview, would it be
possible for us to contact you again by email
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Appendix 2: SUMMARY OF INTERVIEW TRANSCRIPTS
#
Organization:
Position:
Roles:

1st interview

2nd interview

Swedbank
Head of industry team within Corporate Finance department
- leading some projects,
- being part of some project teams, or
- advising other project teams

More than 15 years
Experience:
M&A Services: - Advising clients on either selling or buying a company

Clients:
Project team:

Duration
M&A
categorization

M&A process:
the case of a
corporate
client selling
one of its

 Private companies
 Public companies
 2-5 people from Swedbank
 external consultants hired by Swedbank team on Client’s
behalf: accountants (in due diligence), business lawyers (for the
legal contract, legal advice regarding tax issues)
3-6 months
M&A deal involving private company
 M&A deal involving public company
Note: The M&A process is much more complicated than that of
private company relating regulatory issues and stock exchange
- Making deep analyses of the company, understanding what
are the value drivers in the company, What are the key
things in the company that make it competitive in the
market and makes it possible for this company to earn
money, etc.
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Swedbank
Analyst
- Conducting financial modeling
- Analyzing the company value
- Conducting a research for buy mandate in order to
find a company
2.5 years
- Assisting companies to buy/sell the whole part of the
company
- Providing financial advisory services
Manufacturing
2- 4 people

3 – 24 months
- Selling mandate
- Buying mandate

-

Receiving the assignment to sell the company
Conducting valuation of the company
Generating information memorandum and analyzing
financial number of the selling company
Finding potential buyers and sending the brief

#
subsidiaries

M&A
problems/
issues

-

-

Critical success factors
-

-

1st interview
Making an evaluation of the value of the company
Preparing information memorandum
Preparing a plan on how to sell, who will be contacted, etc.
Searching for and contact potential buyers
Running a formal auction process within the time schedule
Negotiating process
Closing the deal

-

Numerous works at a given time
Clients may have unrealistic value expectation
Buyer does not want to pay at the high price
Buyer does not exist in the market
The difficulties in financial market
The different perspectives on value of the company between
investment bank and accountants: investment bank has a
market value oriented view while accountants tend to use
more theoretical models such as DCF to estimate value.
Coordinating with client’s management
Understanding the nature of client’s business eg. strengths,
value driven
Ability to analyze, evaluate and present client’s business
Obtaining the client’s agreement on the strategy for
divesture process, on how the process should be run, what
price target is
Having a realistic price target: high but realistic
Finding key potential buyers, which have a strategic reason
and financial resource, and maintaining them throughout the
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2nd interview
information to them
Discussing with potential buyers
Making a confidential agreement
Proceeding and conducting information
memorandum/ analysis in detail
Meeting and presenting to the management of the
buyers
Negotiation
Closing the deal
Achieving common agreement on the price
Finding the appropriate buyers

Finding an appropriate buyer
“Good Fit” with the buyer portfolio
Project team skills eg. negotiation, analytical skill

#

-

Project success
measurement

-

Handbook on
M&A, Best
practices

Advantages of
investment
bank

-

1st interview
process as well as understanding the potential buyers’
strategy
Project team competence because this is a human-driven
process
Well-structured of process
Very good predictability about how the process would go,
regarding company value, how much time the process takes,
and other issues => managing Client’s expectations,
minimize effects of unexpected situations
Maximizing the likelihood that the transaction is actually
closed
Closing the deal (selling the company) with reasonably high
price: maximizing the price
Running the process efficiently: A well-structured process
that doesn’t take too much time for the owner of the
company.
Swedbank maintains the handbook as generic guidelines. In parallel, the Corporate Finance department continuously
develops best practices. Whenever a new project is started,
the team looks back at what’s the best that the team did the
last time and if the team can choose the best practices in
these projects to use this time. The team also looks at the
situation, eg. similar company, similar situation, what type
of buyer, are they international or domestic, etc.
Close to financial market/ market for bank loans/ stock
market
Be quicker to react to different changes in those market
Providing various alternatives for a selling company:
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2nd interview

Closing the deal

Following the rules and regulation of M&A
transaction
Senior officers guide the junior officers

#

M&A fee

1st interview
through direct sell (i.e., private M&A) or IPOs.
- Better understandings about the cost of debt which is
important for buyers, about the valuation topic (value of
financing the company, value of the ownership)
- Higher quality of people and more focused on delivering
value to client
Comprise 2 parts:
- a small portion for the professional work done
- the major part as a percentage of the target price once the
deal is closed or can be progressive scale, i.e. higher
percentage if above target price
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2nd interview

#
Organization:
Position:
Roles:

3rd interview

4th interview

SEB
Director, Corporate Finance department of SEB in Sweden
Client executive: coordinating the M&A projects and
contacting with clients

12 years
Experience:
M&A Services: Advising the company which have a plan to sell/buy/merge
another company.
SEB provides finance in some cases.
From all industry. The majority is domestic M&A.
Clients:
4-6 people from SEB corporate finance
Project team:
external consultants: legal advisors, accountants

Duration

3-6 months

M&A
categorization
M&A process:
the case of
selling a
company
(private sale)

1. Buying a company: public/private buy
2. Selling a company: public/ private sale
1. Information preparation phase (2 months)
 information memorandum
 due diligence materials combining legal and
accountants’ diligence
 management presentation
2. Marketing phase (3-4 weeks)

SEB
Associate
Junior project manager, taking care of day-to-day tasks in
the project and preparing for / leading meetings, drafting
prospectuses, performing due diligence, contract
negotiations, etc
5 years

- SEB’s Corporate Finance team : 3-6 people, depending on
size of project: Client executive (e.g., Head of M&A
department, or another senior manager), Senior project
manager, Junior project manager, Junior resources
- Lawyers, accountants, transaction services team (from the
accounting firm), etc.
4-7 months, depending on type of project and need for
preparations

1. Preparation phase (1-3 months)
 SEB team prepares information memorandum which
requires a lot of information from the selling
company
 Confidentiality agreement prepared by lawyers.
Potential buyers need to sign the confidential
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3rd interview
 Searching for potential buyers
 Contacting several potential buyers and providing
them with the information materials if they are
interested
 Potential buyers are asked to send initial offers =>
select 3-4 to continue with
3. Negotiation phase (1-2 months)
 Meeting with management of both buyers and seller
 Potential buyers are asked to get involved in more
detailed due diligence, both financial and legal => 1
month, final offer is made.
 Together with the seller, SEB team negotiates with
the buyer the final contract/ agreement.
4. Closing phase
 Contract is signed
 Payment is settled
 SEB team receives service fee
1. Client is over optimistic of the timing during the
M&A
preparation phase. Client and their external
problems/
consultants (accountants, lawyers) face some issues
issues
that may lengthen the preparation of the information
package.
2. The different perspectives between buyer and seller
in the price evaluation.
1. Project manager and project teams’ competences
Critical success
 Relevant experience
factors
 Knowledge
 Coordination skills
#
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4th interview
agreement in order to receive the information
memorandum
 SEB team prepares the management presentation
2. Execution phase (1-3 months)
 Detailed due diligence report is usually done by the
accountants/ transaction team from the accounting
firm.
 Potential buyers read the diligence report prepared by
seller’s advisors and then they may want to involve
their own advisors (investment bank, legal advisors
and accountants) in the process.
 Both sides (buyer and seller) involves their advising
teams in the negotiation.
3. Signing
4. Closing

1. Uncertainty: timing, market development, price
expectations, strategy/tactics from counterparty.
2. Cooperation: With client, With other advisors, With
counterparty/advisors

1. Coordinated team effort
2. Clear communication (within team of advisors and with
client).

#

Project success
measurement

Best practices

3rd interview
 Evaluation and analytical skills
 Have a realistic view on what work is involved
1. Closing the deal
2. At good price
3. Take a little time as possible (i.e., 4-8 months)
4. Both price and other terms in the agreement are
guaranteed for Client.
M&A information platform
 both hard copy and electronic formats
 various documents describe different phases
 be updated regularly
 current deal is normally referred to the latest deal
examples, i.e., from the last sale/buy process or from
the latest deal in a certain industry
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4th interview

1. Achieved the client’s objectives
2. Complex transactions that included a lot of coordination/tactics/negotiations

Standard operating procedures, things one should think
about for each type of project

Clients:

5th interview
PricewaterhouseCoopers AB
Partner in Corporate Finance Division
Head of Business Valuation
- Advising on business valuation
- Leading the advisory team in some M&A projects
20 years
- Lead advisor services for acquiring companies
- Valuation services
- Negotiation assistance/ advisory
- Intermediary to contact with bank
Small and mid-size companies from all industries

Project team:

-

#
Organization:
Position:
Roles:
Experience:
M&A
Services:

-

Duration
M&A
categorization
M&A process:
the case of
advisor to the
seller

3-8 people, might involve consultants for IT, pension,
actuarial, etc from PwC so the team may be 10-15 people
external consultants: lawyers

3-9 months
- Sell-side process
- Buy-side process
1. Phase 1: Brainstorming & planning:
- Generating a list of the proper potential buyers with
anonymous description of the companies
- Discussing with seller about potential acquirers
- Sending an invitation letter to potential acquirers to lodge
Expression of Interest

86

6th interview
PricewaterhouseCoopers AB
Head of M&A department
- Leading the department
- Project manager in specific projects
14 years
- Full services provider
- Main services are M&A advising, due diligence and tax

- Corporate companies
- Family-owned companies
Depending on services
- M&A advisory service = 2-3 people
- Due diligence service = 2-10 people
- Tax advice service = 1-2 people
Involvement of external consultants: environmental
specialists, lawyers
6 months
70% is domestic deals
-

Collecting company’s information
Writing the prospectus
Finding potential buyers
Presenting the company information to the buyers and
buyers indicate bids for the company on how much they
prepare to pay

#

M&A
problems/
issues
Critical
success factors

5th interview
- Send the information memorandum and confidentiality
agreement to those potential buyers who are interested in
the deal
2. Phase 2: Data room/ Fact finding:
- Handle the process for indicative bids: advise the seller on
the indicative bids, on which potential buyers should go
into the next stage
- Offer these selected buyers entry to the data room and due
diligence as a basis for final binding bids
3. Phase 3: Confirmatory due diligence:
- PwC team together with the final binding bids offer full
investigation process
- PwC team cooperates with the legal advisor to produce a
share purchase agreement
4. Phase 4: Execution and Control
- The seller and the potential buyers with final binding bids
comment on the draft of the agreement
- PwC team cooperates with the legal advisors in the
negotiation of the deal agreement
- Agreement signed. Payment made. Deal closed
- Not easy to find the right buyer
- Have a lot of works to implement for a given time
- Lack of human resources
- Having right, correct and complete information in the data
room
- Well-coordinated both internal and external company
- Tight secrecy
- Having a experienced and expert team
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-

-

6th interview
Performing due diligence
Preparing contractual agreement and lead the negotiation
together with lawyers.
Contract signed. Payment made. Deal closed. The project
is finished on the signing of the agreement. After that it
may take 1 month before the deal is actually closed.

Some data might not available from the Client’s side
To find mutual agreement on price between buyer and
seller
Quality of the selling company
Having several buyers available in the market
Finding a right buyer
Project team competence
Quality of data and information

-

5th interview
Having good knowledge about the industry Client
operates in
Having a good relation with Clients
Having a well-structured process, especially when Clients
are sensitive to publicity (e.g. the municipality)
Client’s satisfaction with the result of the deal: price and
other terms in the agreement
The deal is actually closed
structured best practice process
methodology

-

Do not offer financing guarantee

#
Project success
measurement
Handbook on
M&A, Best
practices
The difference
between
accounting
consultant and
investment
bank

-
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6th interview

-

the final agreement is attained

-

structured best practices
methodology

-

Investment banks do not provide due diligence and tax
advices

Listed critical success factors ranked by interviewees
Factor

Interviewee 1
1

1. Complete and Clear objectives,
goals & scope of the Project
2. Client consultation and
acceptance
3. Project manager’s competence &
commitment
4. Project team members’
competence & commitment
5. Communication and information
sharing and exchange
within project team
with client
6. Project plan development
7. M&A advisory firm’s resource
planning
8. Time management and tight
secrecy
time management
tight secrecy
9. Price evaluation & financing
scheme
10. Risk management

2

3

4

Interviewee 2
5
x

1

2

3

4

Interviewee 3
5

1

2

3

x

4

5

1

2

3

x

x

x

x

x

x

x

x
x

4

Interviewee 5
5

1

2

3

x

x

4

x

x

x

x

x

x
x

x

x

x

x

x

x

x

x

x

x
x

x
x

x

4

x

x
x
x
x

x
x

5

x

x

x
x

x
x
x

x

Note: 1 = not at all important, 2 = not very important, 3 = fairly important, 4 = very important, 5 = extremely important
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3

x

x

x

x

2

x
x

x
x

1

x

x
x

5

x

x

x

x

Interviewee 6

x

x

x
x
x

x
x

Interviewee 4

x

Appendix 3: SELF-COMPLETION QUESTIONNAIRE FORMAT
Sample of cover letter
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Appendix 4: SUMMARY OF SURVEY RESULTS
1. What kind of business does your company operate? (please select ONLY
ONE answer that suits you the best)
Answer Options
Investment banking
Consultancy
Intermediary/ business brokerage
Lender/Finance Provision
answered question
skipped question

Frequency
26
2
12
1
41
1

%
63%
5%
29%
2%
98%
2%

2. Which industries do the majority of your M&A clients operate in? (you may
choose MORE THAN ONE answer)
Answer Options
Banking and financial services
Telecommunication
Consumer product
Computer and Information technology
Energy
Manufacturing
Media and Entertainment
Service industry, i.e., hospitality, health
care services
Pharmaceutical
answered question
skipped question

Frequency
8
7
16
18
8
29
5
21

%
21%
18%
42%
47%
21%
76%
13%
55%

5
38
4

13%
90%
10%

3. Does your company use a handbook or guidelines for procedures to conduct
M&A projects?
Answer Options
Yes
No
answered question
skipped question

Frequency
22
20
42
0

%
52%
48%
100%
0%

4. Could you please specify your role in M&A projects which your company
was involved in?
%
Answer Options
Frequency
15
37%
Head of M&A department
13
32%
Project manager
8
20%
Project team member
5 (*)
12%
Other (please specify)
answered question
41
98%
skipped question
1
2%
(*)Other (please specify)
1 senior representative
2 Founder & Senior Partner
3 Managing Director, Origination, Client Management
4 Managing Director
5 Partner of the firm
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5. What are the critical factors that lead to the success of Merger and
Acquisition Projects in which your company involved as an M&A advisor?
(please list AT LEAST 3 answers)
The following list summarizes the more frequently cited factors only (i.e.,
with a frequency of 5 or above)
#

Factor

1

Effective marketing to well-known and qualified buyers

2
3
4
5
6
7
8
9

Aligning and managing Client's expectations: setting realistic and
reasonable expectations (regarding valuation in line with marketplace
value)
Quality of the seller (Client) company: financial condition, high
valuation multiples, performance, strong market position
Growth prospect of the seller company (revenue base, profitability,
meeting near-term forecast throughout process until closing)
Careful and accurate assessment of the target company through
sufficient intensive due diligence
Viability and future prospects of the industry in which the target
operates
Strategic fit of buyer and seller, e.g., in terms of synergies, cost
savings, cultural fit
Commitment from Client on project: Client understands the process ,
cooperates to get the deal done
How well the management teams from both sides of the transaction
work together

Frequency
14

12
11
9
9
7
6
6
6

10

Creativity and flexibility in deal structuring

6

11

Clearly defined Project goals, buyers' and sellers' motivations
Timing of transaction: maintaining the original timeframe, timely
execution of project

6

12

5

13

Effective Bargaining/ Negotiations

5

14

Clear and consistent communication
M&A oriented deal team including legal, tax, wealth management,
etc. advisors, with great effort, experience and team work

5

15

5
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6. Could you help us assign a score for each of the following factors, based on
how important you think they are in determining the success of M&A
projects that you have undertaken. (1 = not at all important, 2 = not very
important, 3 = fairly important, 4 = very important, 5 = extremely important).
Answer Options
1. Complete and Clear
objectives, goals and scope
of the Project
2. Client consultation &
acceptance
3. Project manager’s
competence & commitment
(both people-oriented and
results-oriented,
considerable experience on
M&A, etc)
4. Project team members’
competence & commitment
(expertise & experience in
M&A, teamwork,
confidence, trust, properly
assigned roles &
responsibilities)
5. Communication and
information sharing &
exchange
6. Project plan development
7. M&A advisory firm's own
resource planning
8. Time management
(reasonable time frame,
speed) & tight secrecy
9. Price evaluation &
financing scheme
10. Risk management

Not at all
important

Not very
important

Fairly
important

Very
important

Extremely
important

Count

0

1

5

19

17

42

0

0

3

21

18

42

0

0

1

16

25

42

0

0

8

25

9

42

0

0

4

18

20

42

0

7

13

16

6

42

0

7

16

14

5

42

0

1

14

19

8

42

1

0

11

17

13

42

1

5

17

12

7

42

7. Would you wish to have a copy of our final thesis sent to you by email?
Answer Options
Yes
No
Comments
answered question
skipped question

Frequency
39
3
36
42
0

%
93%
7%
86%
100%
0%
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