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Success and Fail Rates of Acquisitions 

Some companies can check all the boxes of why a merger would make sense on paper, 

but when it comes down to executing, it results in a costly mistake. In fact, a KPMG study 

indicates that 83% of merger deals did not boost shareholder returns. Robert Sher 

suggest this is because of mismanagement of risk, price, strategy, cultures, or 

management capacity. Don’t do that. Instead, reduce your risk of failure and accelerate 

results by managing mergers and acquisitions at both enterprise and personal levels with 

a 100-Day action plan, working through behaviors, relationships, attitudes, values and the 

environment from the outside in.  

According to collated research and a recent Harvard Business Review report, the failure 

rate for mergers and acquisitions (M&A) sits between 70 and 90 percent. The reasons for 

such a high rate of failure include: 

Inadequate Due Diligence: Once a deal gets started, the expectations for a quick 

execution are high. This is dangerous because it results in oversight during the due 

diligence process. When you’re supposed to be uncovering the good, bad and ugly of a 

company it’s imperative to assign the right individual who knows what they’re looking for 

and assuring they have adequate time to complete the investigation.  

Continue on page 2 

"Success is not 

final; failure is 

not fatal: It is 

the courage to 

continue that 

counts." 

- Winston S.

Churchill
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Success and Fail Rate of 
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False Sense of Security: Mergers and acquisitions 

are laced with the promise of synergies that strengthen 

companies. Promises will be made to keep a consistent 

brand name and CEO’s will collaborate to deliver results. 

However, after a merger the real power struggle emerges 

and promises are not kept and the once-promised 

synergies and unity collapse.  

Lack of Involvement From Low-Level Management: 

Often times the people with the most say in a merger are 

the ones least involved with a company’s operations. 

When evaluating due diligence, synergies and costs, the 

people with the most insight will be the lower-level 

management.  

There are several other underlying reason why there is 

such a high failure rate for mergers and acquisitions, but 

let’s not ignore the reason behind why they succeed.  

Recognize Culture Synergies/Differences: When 

looking at deals, it’s easy to ignore little differences in 

company cultures because it’s not something you can 

quantify. Often times it’s something you will think about 

post-merger and are sure it can be handled properly, but 

that’s what leads to power struggles and low morale that 

makes it difficult to succeed as one.  

Don’t Stress the Press: Companies often relish in the 

fact they will be receiving public attention during these 

next few months of the acquisitions. If this perk is the 

reason behind your merger, you will fail. Don’t put too 

much pressure on the news attention and focus on the 

next steps with your new company.  

Understand the Value Added: When acquiring a 

company, you need to accurately understand where the 

new company is adding value. Deciding how to integrate 

the new company is crucial and misunderstanding the 

new value added has led to disastrous mergers. 

M&A’s are laborious, time consuming and easily 

mismanaged. In order to beat the odds, you must 

consider numerous angles and steps in the cumbersome 

process. 

Lakelet’s Transaction 

The vast majority of issues regarding an acquisition are not taught in 

business school. The acquisition process is an ever-learning 

environment with no two deals remotely the same. Just this quarter 

Lakelet had another learning experience.  

Background — a public company that sought to sell of a non-core 

division. Ironically, despite being a non-core division, this was the 

most profitable division in the Company. This spin-out had the 

normal issues associated with a spin-out. Those being: a higher 

degree on the parent than in the subsidiary realized—systems, 

financial backing, legal, human capital support, etc. Each of the 

officers going with the new company had stock options with the 

parent company. A significant amount of options in some cases.  

Process — we met with the CEO of the parent company and agreed 

to the terms and timing. The next meeting was a personal meeting 

with the CEO of the division and his key executives. This set of 

meetings were very positive. They were looking forward to becoming 

their own entity under new leadership and support. The officers of 

the new company were to convert their options in the public 

company to NEWCO. This is where the process unraveled. The 

value assigned to the options was a fraction of the quote price due to 

vesting issues.  

To further complicate the transaction, the board was not advised of 

the divesture until its board meeting. Generating a host of 

governance issues and credibility amongst their key players.  

Acquisitions have a failure rate as high as 70 to 90 percent. Vetting a 

company before an acquisition can assist in finding these 

complications in the acquisition process and increase your chances 

of post-merger success. Although you will have to complete this 

complex sue diligence for every deal, it is crucial to avoid being 

another statistic in the high fail rate.  

According to an international survey of 250 M&A executives, 50 

percent said their due diligence failed to highlight key issues and 

only 30 percent were satisfied with the rigor of their due diligence 

process. Traditionally, due diligence includes financial and risk 

mitigation, but with the complexity of each deal constantly evolving, 

the competency level for vetting acquisitions must evolve with it. 
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Bigger and Better 

Deal activity and size is expected to increase 

Important Factors for Acheiving Success 

Attracive Foreign Markets 

Proper 
Target 

Identification 

Sound Due 
Diligence 
Process 

1. Canada

2. United Kingdom

3.Japan

Prepared by Lakelet Acquisition Corporation 
Source: Deloitte M&A Trends Year-End Report 2016 

3



 4 

Contact Us 

Lakelet Acquisiton 
Corporation  
50 Fountain Plaza 
Suite 1400  
Buffalo, NY 14202  

(888) 971-3244

info@lakeletac.com 

Visit us on the web at 

www.LakeletAC.com 

Lakelet Acquisition Corporation 

What’s Happening with Lakelet This 
Quarter?  

 Check out our new and improved website at www.LakeletAC.com.

 Lakelet Acquisition Corporation (“LAC”) is very pleased to announce the

promotion of Leigh Caldwell as Vice President. This will become

effective March 1, 2017. Ms. Caldwell has successfully worked with a host of

our clients on valuations, acquisition analysis, due diligence and raising

capital. Michael R. Koeppel, President of LAC states, “Leigh’s contribution to

the firm has been unparalleled.  I look forward to seeing her continue to add

value to the firm with her cumulative financial knowledge and project

management skills.”

 Lakelet attended the 21st Annual Deal Maker’s Event for the Association of

Corporate Growth (ACG) in Cleveland, OH.

 Michael Koeppel presented to the NYS Society of CPA’s on the topic

Valuation: Purpose, Methodology & Application.

Ideal Target 

LAC offers a number of unique differentiators for companies considering a sale and / or significant investment 

partner in the lower middle market. We are seeking to provide high-level strategic and operational expertise in 

acquiring companies in 2017. LAC provides more than the capital for the acquisition—LAC poses the 

necessary strategic partnerships to take the entity to the “Next Level”.  

Some key factors we are looking for in companies include: 

 Private companies with annual EBITDA in the $1 MM+ range (up to $10 MM);
 Annual revenue in the $5 MM+ range (up to $50 MM);
 Smaller targets considered if other criteria are strong;
 Industries with barriers to entry and/or intellectual property;
 Companies without significant concentration issues (customer, restricted supply chain);
 Key players interested in taking the company to the “Next Level” with us;
 Ideal industries: manufacturing, business services, technology, health care, distribution, and consumer

goods;
 Will consider distressed / troubled companies; and
 Geographically focused in the U.S. and Canada.

If you are a trusted advisor (lawyer, accountant, wealth advisor, lender, consultant, etc.) to a business owner, 
Lakelet Acquisition Corporation warmly welcomes introductions to companies, looks to build ongoing 
relationships, and will pay a market finder's fee (as appropriate).   


