Beware: The Synergy Trap

: Hig
| Functions L
duplicated

‘Operatlng
activities shared

Facilities
shared

‘ Exlstln products sold
throug new channels

‘ New products sold
through new channels

A deal’s potential synergies are best viewed as a series of concentric circles:
e At the center: cost-saving synergies
 On the outside: revenue generating synergies

Firms tend to overestimate synergies (especially revenue synergies) and
underestimate integration costs, risks and timeframes

Q Source: When To Walk Away From a Deal,
P AR T N ERS Harvard Business Review, April 2004




Cost synergies are
the “starting line”
of achieving deal
value...

...getting to the
“finish line” requires:

 Revenue growth through cross-sales and leveraging buyer’s capabilities

* Product / service innovation not possible before the deal

 On-boarding and engaging combined team to new goals and expectations
* Preserving and leveraging unique capabilities of the acquired business

e Consistently delivering on the expected customer value-proposition
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