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1
Introduction

In the recent past corporate acquisitions have drastically changed the
business landscape1 in innovation-driven industries.2 An increasing number
of acquisitions within these industries can be observed and, in particular,
acquisitions where the main objective is to obtain technological competen-
cies and to foster innovativeness have become more popular.3 Furthermore,
the acquisition’s effect on the company’s innovativeness and underlying
resource base has become a crucial factor impacting on competitiveness and
sustained profitable growth. Nevertheless, acquisitions nowadays mostly
result in a lowered innovation rate (Hitt et al., 1991b) and managers rarely
achieve successful internalization or the efficient deployment of the acquired
competencies (Capron & Mitchell, 1998). This is partly due to the limited
approach researchers and practitioners apply to the topic of corporate acqui-
sitions and their integration by addressing solely the financial, legal and eco-
nomic aspects as separate concerns rather than taking a more holistic
approach (Larsson & Finkelstein, 1999) which would also incorporate a tech-
nology-based perspective. Thus there is a lack of understanding of how to
achieve increased innovativeness and an efficiently deployed resource base
in corporate acquisitions and of applicable concepts of the strategic acquisi-
tion and integration management to foster this technology-based value cre-
ation. Triggered by these observations, this book aims at increasing the
understanding of corporate acquisitions from a technology-based perspec-
tive and at proposing applicable concepts for practice which support man-
agers in increasing their innovativeness and in efficiently deploying their
competencies through corporate acquisitions.

1.1 Relevance of the Topic – Acquisitions in 
Innovation-driven Industries

Corporate acquisitions are an important strategic issue which has attracted
much discussion and consideration in theory and practice. Generally,
acquisitions foster the growth of a firm (Penrose, 1959: 155); however, the

1
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underlying specific motives and strategic rational are diverse and have
changed over time (see Figure 1.1).

Despite the general drop in acquisition activity over the last few years and
only a slight recent increase (Mergerstat, 2004), a new motive guiding
acquisitions has become more and more apparent. An increasing number of
corporate acquisitions were driven by the primary focus on acquiring knowl-
edge (Davenport & Prusak, 1998: 117), fostering innovativeness, internaliz-
ing competencies and IP,4 etc. For example companies such as Intel,
Microsoft, Sun, Oracle, Genentech, Amgen and Genzyme have built their
industry leading innovativeness on the ideas of others in the recent past.
Also the upcoming restructuring phase within the IT Industry (Chappuis
et al., 2004) and the increasing technology convergence (PriceWaterhouse-
Coopers, 2003) cause an increase in technology intensive and innovation-
driven acquisitions. These trends are also supported by the general increase
in acquisitions in high-tech industries (OECD-Economic-Outlook, 2003).5 In
addition, according to Bloomberg 342 acquisitions were registered alone in
the software industry in the first quarter of 2004, which is the highest acqui-
sition density since 2000 with a volume of $5.2 bn for the 163 published
transactions.

These increasingly important innovation-driven acquisitions can be
characterized as strategic acquisitions with the primary objective to achieve
technology-based value creation. Technology-based value creation6 is defined
as the short- and especially long-term value creation7 derived from innovations and

2 Mastering the Acquirer’s Innovation Dilemma

Figure 1.1 Five merger waves in the USA

Source: adapted from Müller-Stewens (2000: 44).
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the efficient deployment of resources. Whereas innovation is referred to as the
successful initial commercialization of the integration of resources such as knowl-
edge, technologies, etc. into new products, resource deployment is concerned with
the efficient transfer or substitution of resources. Value creation from resource
deployment derives from cost cutting and from building the basis for future
innovations.

These innovation-driven corporate acquisitions mainly occurring in
innovation-driven industries have increasingly been driven by two upcoming
forces. These two forces are the new sources of competitiveness in innovation-
driven industries. They are brought about by the current changes in
scientific and technological advances, social values and industrial dynamics8

(see Figure 1.2).
The first new driving force for innovation-driven acquisitions is the

increasing need to innovate. Technological trends such as an increasing
technological complexity (Tschirky, 1998a), an explosion of knowledge
creation and shortening product life cycles (Tschirky, 1998a) against the
background of globalization (Porter, 1986) and hyper-competition (D’Aveni,
1994) are increasingly challenging companies to raise their level of innova-
tiveness. Tushman and Anderson (1997) put it briefly while referring to the
economist Josef Schumpeter: ‘the prime driver of economic progress is
technological innovation’ (Tushman & Anderson, 1997: v).

However, companies’ ability to be innovative is limited by the availability
of resources such as financing, skills, know-how and especially time (Meyer,
2001). To overcome these barriers to innovate imposed by the boundaries of
the firm (Chesbrough, 2003) there is an increasing trend to externally
acquire resources required for innovation via corporate acquisitions (Link,
1988). Cisco’s president and CEO, John Chambers puts this new driving
force of corporate acquisitions quite simply, ‘If you don’t have the resources
to develop a component or product within six months, you must buy what
you need or miss the opportunity’ (Bower, 2001: 99). Thus corporate
acquisitions help to overcome innovation barriers and open the scope for
innovativeness.

The second new driving force initiating corporate acquisitions is more long-
term oriented. In order to achieve long-term innovativeness and thus sus-
tained profitable growth, the innovation capability has to be based on
profound and efficiently deployed technological competencies.9 Such a strong
technological resource base is in accordance with the agreed source of com-
petitiveness derived from the companies’ core competencies (Prahalad &
Hamel, 1990; Sanchez & Heene, 1997; Teece, Pisano, & Shuen, 1997).
However, in-house competence building is extremely resource consuming
and cannot always entirely cover the need for capabilities10 required for
long-term innovativeness at the right time. Thus companies are increasingly
forced to conduct corporate acquisitions as a substitution to internal competence
building R&D (Bower, 2001; Kwak, 2002).
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Industries in Transition
• Globalization, Internationalization
• Industry convergence
• Shareholder value thinking
• Revolutionary market channels
• The fast eat the slow
• Individualization of customer demands
• Solution provider, one-stop-shop 

Innovation
driven

multinational
enterprise

Change in Culture and Social Values
• Acculturation and cultural clashes
• Corporate governance–social responsibility
• Sensibility about sustainable development
• Political turbulence
• Increasing focus on the individual

Scientific Advance and Technological Change
• Convergence of scientific disciplines
• Discontinuous technological changes
• Shorter product life-cycles
• Increasing technological complexity
• Fastening technological change 

1. Driving Force:
Increasing Need for Innovativeness

2. Driving Force:
Increasing Need for a Strong Technological Competence Base 

Increasing number and importance of innovation-driven acquisitions

Increasing importance of technology and innovation aspects in all acquisitions 

Figure 1.2 Changes increase the importance of a technology-based perspective on acquisitions



Besides the just described fact that the key drivers in innovation-driven
industries result in an increase of innovation-driven acquisitions, the indus-
try dynamics has also an overall influence on all corporate acquisitions tak-
ing place within it. The ability to be innovative based on a strong and
efficiently deployed technology base are generally crucial for overall long-
term success of companies in innovation-driven industries, moreover this
technology-based perspective on competitiveness has to be integrated in all
strategic decisions and thus into general strategic acquisition and integration
management. Clemente and Greenspan (1998: 22) also emphasize this new
perspective on corporate acquisitions: ‘Beyond the obvious attention paid to
cost reduction, the primary focus for strategic deals today must be on meld-
ing complementary, non-financial assets with an eye toward growth and
then extending their benefits over the long term through integration.’ This
implies that, even in acquisitions aiming for market extension, managers
have to increasingly address the acquisitions’ impact on the technology base
and the companies’ future innovativeness.

It can be summarized that technology-based value creation, understood as
the short- and especially long-term value creation derived from increased
innovativeness and an efficiently deployed resource base, is the determining
factor for sustained competitiveness in innovation-driven industries. As a
consequence technology-based value creation has gained increasing impor-
tance in all strategic acquisitions and has become a main motive and driver
for this increasingly important strategic path. Now the question arises
whether acquisitions in innovation-driven industries have been successful in
achieving technology-based value creation and if the applied understanding
of and concepts for acquisition and integration management are appropriate
to master the challenges associated with innovation-driven acquisitions.

1.2 Acquisition Performance from a 
Technology-based Perspective

An analysis of the level of managers’ mastery of achieving technology-based
value creation in corporate acquisitions soon reveals alarming results. In
addition to the well-known fact that acquisitions often fail from a capital
market and economic perspective11 – as is described in several studies12 – it
becomes obvious that they also fail from a technology-based perspective (see
overview in Figure 1.3).

For example, studies conducted by Chakrabarti et al. (1987; 1994) on man-
agerial perceptions of the success of mergers and acquisitions as a means of
acquiring new technologies show that the professed motives were not achieved.

Also Chaudhuri and Tabrizi (1999) show that acquisitions with the
objective of obtaining capabilities and thus the key to a company’s long-
term success often arrive at disappointing results. The authors find the
reason in managers’ shortsighted view of corporate acquisitions. Also
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Hitt et al. (1991a; 1991b) note that especially long-term technology-based
value creation from acquisitions is rarely achieved.

Kitching (1967) researched the relatedness of acquisition types and their
failure rate. Besides the high risks associated with conglomerate acquisitions,
where neither the customer nor the technology side are related, the highest
failure rate was associated with concentric marketing acquisitions aiming for
acquiring complementary technologies.

Another influence on the high failure rate associated with the internaliza-
tion and integration of technologies is the effect of acquisitions on the
company’s innovativeness. Hitt et al. (1990; 1991a; 1991b; 1998b) pursue
the understanding that acquisitions can serve as a substitute for R&D and
innovation. They have shown that acquisitions have a negative effect on
R&D input, measured in terms of R&D intensity (investment in R&D), and
R&D output, measured as patent intensity. This phenomenon is explained
by the reduction of managers’ commitment to innovation caused by an
increasing risk aversion due to the growth, leverage, diversification and size
of the company after the acquisition. Furthermore, they describe the
negative effect of acquisitions on the championing culture of organizational
members internally promoting new products and processes.13

Another reason for the drop in innovativeness is described by Ernst and
Vitt (2000) who show that key innovators after an acquisition either leave or
lose their innovativeness.

Last but not least Capron (1999) examines the effect of post-acquisition
asset divestiture and resource redeployment on the long-term performance

6 Mastering the Acquirer’s Innovation Dilemma

Figure 1.3 Overview on acquisition performance from a technology-based
perspective
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of horizontal acquisitions and shows that especially the changes in the
resources of the acquired company result in value destruction rather than
creation.

These studies prove that despite the increasing need to innovate based on
an efficiently deployed resource base, currently applied acquisition and inte-
gration management has so far not succeeded in achieving technology-based
value creation.

1.3 Call from Practice – Mastering the Innovation Dilemma

This failure of companies in achieving increased innovativeness and an
efficient resource deployment after acquisitions can be referred to as the
acquirer’s innovation dilemma. This dilemma is rooted in managers’ difficulties
in mastering the specific challenges associated with innovation-driven
acquisitions such as:

1. Balancing short-and long-term perspectives: Whereas value creation
from market or cost reduction-oriented acquisitions occurs mainly shortly
after the acquisition, innovation-driven acquisitions offer long- as well as
short-term value-creation opportunities. The challenge lies in appropriately
balancing these opportunities and thus in prevailing and managing a short-
term and long-term perspective at the same time.

2. Mastering internal growth through external growth: The external
growth of a company through an innovation-driven acquisition does not
a priori, or only in a limited way, lead to value creation. Only the efficient
deployment of the resource bases, and thus the development of a new joint
competence pool and the creation of a new innovation capability, leads to
gains from the acquisition. Thus the main challenge lies in fostering internal
value creation through the opportunity of the external growth instead of
indulging the acquisition as is.

3. Preserving and using knowledge at the same time: The value compe-
tencies and the innovativeness of a target company are dependent on the
people having the knowledge and on their context such as working
environment, strategic intent, and so on. Thus in order to foster the innova-
tiveness of the target company it should be preserved. On the other hand,
technological synergies require the integration of the target’s technological
resource running the risk of destroying their context and thus their value
and the target’s innovativeness. The main challenge is to preserve the knowl-
edge and on the other hand to use it to create future value at the same time.

4. Leveraging innovativeness and resource deployment: Technology-based
value creation derives from innovation opportunities and the efficient deploy-
ment of the resource bases of both companies. The challenge is to understand
the dependence of innovativeness on resource deployment, and also the other
way round, and to master it in the course of the integration phases.

Introduction 7



5. Balancing business as usual and synergy realization: Innovation-driven
acquisitions comprise the sourcing of various technology-based synergies as
well as existing innovation opportunities. The challenge is to balance the
workload and skills to serve the existing customer needs of the individual
companies and to successfully realize technology-based synergies.

The reason why these challenges associated with innovation-driven
acquisitions are not met, and thus increased innovativeness and an efficient
resource deployment are not achieved, lies in two fundamental knowledge
gaps in theory and practice. On the one hand, there is a lack of understand-
ing of the mechanisms underlying technology-based value creation and the
associated contingencies in acquisitions. On the other hand, the concepts of
strategic acquisition and integration management do not sufficiently
address the main aspects related to technology-based value creation.

The lack of understanding is mainly a result of the previous research
conducted within the field of acquisitions. Researchers tend to focus their
work on only one specific aspect in corporate acquisitions and relate it to
value creation, and do not, however, adequately relate it to other influential
factors (Larsson & Finkelstein, 1999).14 Furthermore, they apply a very short-
sighted perspective on acquisitions by using event study methodology15

rather than investigating the impact factors of the long-term success of cor-
porate acquisitions (Hagedoorn & Duysters, 2002). Additionally, they often
do not distinguish their findings according to the acquisition type (Bower,
2001). Thus few implications can be drawn specifically for technology-based
value creation. Similarly practitioners in the field of mergers and acquisi-
tions hardly learn from their acquisitions16 and thus have little knowledge of
the aspects relevant for long-term technology-based value creation.

Technology-based value creation is also infrequently considered within
concepts, such as processes, structures and tools, of strategic acquisition and
integration management. State of the art in theory lacks concepts which
address technology-based value creation and which can be integrated in
acquisition and integration management. Accordingly, in practice the people
driving the acquisition and integration process are often financial and legal
experts or external consultants who prefer to focus on the transaction rather
than on potential long-term value creation. Furthermore, the acquisition
process is often associated with an escalating momentum, a high level of
confidentiality requirements and a strong activity segmentation (Jemison &
Sitkin, 1986a) hindering a holistic and integrative approach and the consid-
eration and integration of technology-related aspects. The only concept
known is the technology, or technical, due diligence17 which takes place
during the transaction phase18 of the acquisition process. This, if conducted
at all,19 is mainly designed to validate the condition and maturity of the
technologies of the target company or to identify their strengths and weak-
nesses. Thus technology due diligence is taking a validating role analysing
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whether the technological competencies were strong in the past. This
retrospective approach implies that the future success of the company and
thus its associated value creation potential are determined by past and cur-
rent technological capabilities. Whereas this extrapolating approach might
be appropriate to other areas of the company, such as financial resources, it
is hardly applicable to technological competencies. This implies that the
state-of-the-art technology due diligence is only partly applicable to ensure
technology-based value creation in corporate acquisitions. Thus theory
and practice lack applicable concepts of the strategic acquisition and
integration management which sufficiently address the aspects relevant for
technology-based value creation.

It can be summarized that despite the fact that technology-based value
creation has become an important issue, and even a driver in corporate
acquisitions in innovation-driven industries, it has so far hardly been
mastered. Not only do innovation-driven acquisitions fail to deliver value
but also general acquisitions have been shown to destroy the potential for
technology-based value creation instead of keeping or eventually profiting
from it. The main reason for this innovation dilemma lies in managers’ lack
of mastering the challenges associated with innovation-driven acquisitions.
This pitfall in mastering the challenges is rooted in a lack of understanding
of the main aspects relevant to technology-based value creation in corporate
acquisitions and in the lack of applicable concepts of strategic acquisition
and integration management facilitating technology-based value creation.
These two gaps, which are persistent in both theory and practice, have so far
not found a satisfactory solution.

1.4 Objectives, Research Approach and 
Content of the Book

The objective of this book is two-fold. On the one hand it aims to explain
what technology-based value creation after acquisitions depends on and on
the other hand to provide the practitioner with applicable concepts of strate-
gic acquisition and integration management to improve the acquirer’s level
of mastering the innovation dilemma. Thus the argumentations and discus-
sions are guided by the following two questions concerning strategic acqui-
sitions in innovation-driven industries:20

Question 1: Which aspects in strategic acquisitions in innovation-driven
industries determine the successful realization of technology-
based value creation?

Question 2: How can these aspects be successfully incorporated in the
processes, structures and methods of the strategic acquisition
and integration management in corporate acquisitions in
innovation-driven industries?
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In order to appropriately answer these research questions, an applied research
approach was taken. In accordance with applied science,21 this research
addresses problems in practice and is clearly aiming to provide solutions to
corporate reality with the focus on applicability and usefulness. Ulrich
(2001) and others (Schutz, 1973; Lee, 1991) have emphasized that in social
or applied sciences versus natural science the hypothesis testing approach is
not appropriate, especially as ‘people, and the physical and social artifacts
that they create, are fundamentally different from the physical reality
examined in natural science’ (Lee, 1991: 347). Thus, in order to achieve the
goal of building a new reality (Ulrich, 2001) and thus answering the first
and second research question, an applied and exploratory research
approach – the case study research (Yin, 1994) – is favoured.

The decision to apply the case study approach for the specific research
purpose and topic is justified by the argumentation of various researchers.
According to Eisenhardt (1989a: 548), ‘building theory from case study22

research is most appropriate in the early stages of research on a topic or to
provide freshness in perspective to one already researched’. This is validated
by Kubicek (1975: 61) who confirms that cases are best for the very early
stages in research of an organizational problem. Additionally, Yin (1994)
describes the case study approach as applying if the researcher has little
control over the phenomenon studies and if this is a rather contemporary
event. The arguments of Eisenhardt (1989a), Kubicek (1975) and Yin (1994)
fully apply to the research topic addressed in this book. Larsson (1993) adds
that specifically mergers and acquisitions as highly complex events can be
best researched by using the case study methodology.

This case study research approach will be applied to answer the two
research questions in the following manner (see also Figure 1.4). Following
the recommendations of Ulrich (2001: 213) the research approach is initi-
ated by a problem in practice. Thus in step 1 of this research the call from
practice is identified and the associated research topic and questions are
determined (see above). In step 2 the background information in the fields
of technology and innovation management and of acquisition and integra-
tion management are provided. Thus the important terms used within the
books are defined and the basic elements of the management of technolo-
gies and innovation, and acquisitions and integrations are introduced. In
step 3 the case studies will be examined by applying the multi-case study
approach. The research model underlying the case studies will be derived,
the cases will be selected and their chronological content will be described
and analysed, whereas every case serves a specific purpose within the over-
all scope of inquiry (Yin, 1994: 53). Within step 4 the cross-case analysis
is performed and the researcher can derive a generic model of understand-
ing which explains the aspects determining the successful realization of
technology-based value creation after corporate acquisitions. The findings
from the case studies are complemented by existing literature in this field.
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Thus the model helps to answer the first research question posed previously.
In step 5 the model on the aspects relevant to achieve technology-based
value creation is used to develop a new concept and solution for practice,
thus responding to the second research question. This solution will be tech-
nology-based strategic acquisition and integration management, which will
be complementary, modular and adding to existing concepts in practice. In
addition, the solution will be complemented by best practice cases from
industry. This concept is one possible solution derived from the model on
reality and does not claim exclusivity, even though the researcher aims for a
holistic and integrated concept. Finally in step 6 management principles will
be developed which purely address management’s concern for management
style. They are derived from the model on reality and summarize the major
aspects relevant to achieve technology-based value creation. Their only
objective is to support management in their decision-making process. By fol-
lowing this research approach this book contributes to theory and practice
while responding to the two research questions. Accordingly the book is
structured in to seven principal chapters following the line of argumentation
derived from the research procedure. Figure 1.5 provides an overview.
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2
Technology, Innovation and 
their Management

The first chapter outlined that technology-based value creation has gained
increasing importance in corporate acquisitions and needs to be mastered in
order to achieve sustained competitive advantage in innovation-driven
industries. Furthermore, evidence was provided that technology-based value
creation in corporate acquisitions is currently inadequately mastered and an
innovation dilemma prevails. Thus the two research questions, relating to
improving the understanding of technology-based value creation in corporate
acquisitions and to developing applicable concepts for strategic acquisition
and integration management, were posed. In the next steps, background
information on technology and innovation management is provided. This
chapter aims to introduce the reader to an understanding of technology-
based value creation and to management concepts for mastering it. Thus in
an initial step, the underlying definitions related to technology-based value
creation and the factors it depends on are outlined. Secondly, the fields of
technology and innovation management are discussed. These fields provide
management concepts to master resource deployment and innovation in
companies. The provided overview is required to understand what technology-
based value creation in corporate acquisitions depends on. Furthermore,
technology and innovation management concepts will be integrated into
the technology-based strategic acquisition and integration management
concepts.

2.1 Terms and Definitions: Technology-based Value Creation

The focus of this book lies on value creation from target and acquirer’s joint
innovativeness and efficient resource deployment. This value creation is
attributed with the term technology-based value creation, or technological
synergies, which will be detailed in the following text.

Technology-based value creation is defined as the short- and especially long-
term value creation derived from resource integration mechanisms resulting in
innovations and the efficient resource deployment.1
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Before explaining the terms innovation and resource deployment, the
individual terms of technology-based value creation will be explained.

According to Tschirky (1998c: 226): ‘Technologies enclose specific individual
and collective knowledge in explicit and implicit forms for product and process-
oriented usage based on natural, social and engineering-scientific knowledge.’ He
further distinguishes between product and process technologies. While
a product technology assures that a specific technological impact comes about,
a process technology enables and/or optimizes the occurrence of the techno-
logical impact. In the case of pharmaceuticals, product technology would be
the active substance, while high-throughput screening technology applied
in research or novel separation technologies applied in production are the
drug process technologies.

Value creation is achieved if the rate of return of an investment is higher than
the cost of capital demanded by the capital market.2 Value creation is calculated
as the sum of discounted cash flows over a determined period of time. In the
context of acquisitions value creation is ‘a long-term phenomenon that
results from managerial action and interactions between the firms. It embodies
the outcome of what many people refer to as synergy’ (Haspeslagh &
Jemison, 1991: 22).

Thus technology-based value creation is the return from the usages of
knowledge. This usage resembles resource integration mechanisms which
result in innovations and in an efficient resource deployment.

‘A firm’s resources at a given time could be defined as those tangible and
intangible assets which are tied semi-permanently to the firm’ (Wernerfelt, 1984:
172). Furthermore, the resource based view generally distinguishes between
two types of resources: tangible input resources such as people, machinery,
financial capital; and knowledge-based resources3 such as organizing
principles, skills and processes that direct organizational actions. These
knowledge-based resources are characterized by their tacitness4 (Polanyi,
1966), context specificity5 (Nelson & Winter, 1982) and dispersion6 (Weick
and Roberts, 1993). These characteristics are often also referred to as fungi-
bility, ‘an attribute of a resource that facilitates its application to different
organizational and market settings’ (Anand & Singh, 1997: 101). As men-
tioned above, the combination of bundles of resources with the firm-specific
context is then referred to as a competence or capability.7 A specific subset of
competencies are core competencies (Prahalad & Hamel, 1990). ‘Capabilities
are considered core if they differentiate a company strategically’ (Leonard-Barton,
1992: 111).

Resource integration is referred to five different mechanisms to combine
or integrate resources to finally create value: resource leveraging, resource
fusion, resource reconfiguration, resource transfer and resource substitution.
On the one hand the vertical leveraging, fusion8 and reconfiguration of
resources results in the generation of new products and in their commercializa-
tion on the market, and thus cause innovations.9 For example Galunic and
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Rodan (1998: 1194) explain the relation between resource reconfiguration
and innovation: ‘In terms of its source, we can think of Schumpeterian inno-
vation10 as the reconceptualization of an existing system in order to use the
resources from which it is built in novel and potentially rent-generating
ways.’ These types of innovations based on existing resources are also known
as architectural innovations (Henderson & Clark, 1990). The horizontal
resource transfer and substitution on the other hand result in an efficiently
deployed resource base (see Figure 2.1).

Thus the integration of resources can be seen as the ‘flow of competency-
related knowledge between competence areas’ (Galunic & Rodan, 1998:
1195). These successful knowledge flows and thus technology-based value
creation depend upon two specific aspects:11

● The availability of combinative capabilities
● The basic characteristics of the knowledge

Successful resource integration and thus technology-based value creation is
dependent on the integration capability, also referred to as organizational
capability12 (Grant, 1996) or combinative capability (Kogut & Zander,
1992),13 which describe the capacity to synthesize and apply current and
acquired knowledge. For example, resource leveraging is facilitated by a com-
mon understanding and mental models of the cooperating teams.
Furthermore, Iansiti (1998) describes that successful innovation and thus
resource integration is dependent on experimenting knowledge, knowledge
in the technological domains and production systems.

Additionally, resource integration depends on the characteristics of the
resources and their social construction within competencies. Galunic and
Rodin (1998), for example, show that technology-based value creation is
dependent on the tacitness, context specificity and dispersion of the
resources to be combined. Further characteristics referring to fungibility are
described by Zander and Kogut (1995) or Grant (1996).

Thus value creation from a resource integration mechanism either results
from innovations or from the efficient deployment of resources. Whereas
resource deployment does not require further definitions, the term innova-
tion needs some clarification.

The term ‘innovation’ has become very popular.14 It can be defined as a com-
pany’s first successful commercial application of something new. Generally various
types and attributes of innovation can be distinguished. For example Zahn and
Weidler (1995) have introduced three different types of innovations which
refer to different innovation outcomes. One type is the traditional technologi-
cal innovation, which includes product and process innovations. Another type
is the business-related innovation, for example the introduction of a com-
pletely new business model. Thirdly, they have introduced organizational
innovation which refers to organizational processes and structures.
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Figure 2.1 Five resource integration mechanisms leading to innovation and efficient resource deployment
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Another way to describe innovations is the distinction between incremen-
tal, modular, architectural and radical innovations (Abernathy & Clark,
1985; Henderson & Clark, 1990). Whereas within incremental innovations
neither the concepts or modules nor their linkages are significantly changed,
radical innovations are characterized by new modules as well as new product
configurations. The modular innovation has a similar structure to the previ-
ous innovations; however, specific modules are overturned. Architectural
innovation is characterized by the new configuration of existing modules or
technologies. For example, the development of new product platforms is an
architectural innovation. These types of innovation also are not confined to
technological innovation but apply to organizational and business-related
innovation.

Technology-based value creation as part of acquisitions can be incremen-
tal, modular or architectural innovations. Radical innovations are rarely an
immediate result of corporate acquisitions.

It can be summarized that technology-based value creation based on
resource integration mechanisms is the efficient deployment of existing
resources and their utilization in terms of innovation. The following section
will outline those concepts that can be applied in mastering technology-
based value creation, as these need to be integrated into strategic acquisition
and integration management. Thus in the later sections the main under-
standing of technology and innovation management, the schools dealing
with technology-based value creation, are introduced.

2.2 Technology Management

Technology-based value creation in corporate acquisitions requires the
application of management concepts to efficiently deploy the technologies
of firms and to enhance innovativeness. Thus technology-based value
creation is facilitated by the concepts of technology management which
support the choice and assessment of the appropriate technologies, their
transfer and substitution and thus their efficient deployment, and of
innovation management which supports the integration, fusion and new
configuration of the resources to build new products and services.15

Therefore the main concepts of technology and innovation management
are introduced here and will be integrated into the technology-based strategic
acquisition and integration management concept that is developed in
Chapter 6.

2.2.1 Integrated technology management

Generally the purpose of technology management is the deliberate handling
of technologies. For decades, several authors have developed various
approaches to technology management.16 This book is based on the Integrated
Technology Management theory developed by Professor H. Tschirky (1998c)
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at the Center for Enterprise Science, Federal Institute of Technology,
ETH Zurich.

Integrated technology management is understood as a holistic task of man-
agement, which is in line with the normative, strategic and operational
objectives of the enterprise and concerned with the design, direction and
development of the technology and innovation potential (Tschirky, 1998b:
226). The technology potential, as a socio-technical subsystem of an enterprise,
comprises the available product and process technologies, their personal, informal
and material carriers, and the organizational structures and processes required for
technological application (Tschirky, 1998b: 246). The innovation potential com-
prises the available innovation competence of individuals and groups at all levels
of the organization, which enable organizational inventions regarding the social
and technical system, inventions related to the market impact of product and
process technologies, and business inventions (Tschirky, 1998b: 264). This inte-
grated technology management is shown in Figure 2.2. The concept of
‘Integrated Technology Management’ is motivated by Bleicher’s (1996: 223)
concept of Integrated Management, adapted for the technological dimen-
sion of companies.17 The vision of the concept of Integrated Technology
Management is ‘bringing technology into management’. ‘Its basis is the
postulate that “technology issues” will no longer be solely of concern in
the context of direct technology-related managerial functions such as R&D
and production management but will be of prime concern for general
management at all levels’ (Tschirky, 2000: 417). Tschirky details several tasks
of technology management which are based on some basic definitions,
elements and understandings, outlined in the following.

2.2.2 Basic elements of the integrated technology management

The main and guiding element of technology management is technology strategy.
Tschirky (1998a: 293) states that the purpose of technology strategies is two-
fold: on the one hand, technology strategies draw up a solid foundation for
decision making in order to enable the selection of technologies and strate-
gic technology fields that are suitable for the creation and maintenance of an
enterprise’s competitive position.18 This aspect is equivalent to the notion of
a technology strategic goal or objective. On the other hand, technology
strategies have to illustrate the appropriate paths leading to the mastery and
deployment of the selected technologies.

The main content of the technology strategic goals is the determination of
which technologies will be deployed and used within the company. In ‘tech-
nology management language’ technology strategic goals describe which
technologies of a strategic technology platform will be integrated in the
strategic business fields of the company. A strategic technology platform reflects
an aggregation and bundling of product and process technologies, required
application know-how, and underlying theories from a strategic point of
view, which – with regard to the complexity inherent in many technologies –
increases the manageability of an enterprise’s technological knowledge
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Figure 2.2 ‘Integrated Technology Management’

Source: Tschirky (1998b: 270).
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(Tschirky et al., 2003). Strategic technology platforms often comprise a core
technology representing the platform. It fulfils a main function used to sat-
isfy a customer’s needs. Strategic technology platforms are the counterpart to
strategic business fields which assemble knowledge on specific markets, their
relevant customers, products and services. Customer needs are defined within
strategic business fields. The relation between strategic technology platforms
and strategic business fields is achieved through functions (Figure 2.3).

Generally it can be presumed that a customer does not express his or her
needs in terms of a specific product (this is only the case if the customer aims
for a certain brand rather than a certain value proposition) but in terms of
specific functions and related requirements. For example, a customer who
wants to buy a drilling machine requests a function such as that the drill be
able to drill a hole at a certain performance. These customer needs, translated
into a function with associated requirements, are fulfilled by the technolo-
gies of the strategic technology platform. Thus technology management
aims to develop and maintain distinctive core technologies within these
strategic technology platforms that can be leveraged and used across multiple
strategic business fields. This functional match between customer needs
within the business fields and technologies within the technology platforms
are driven by two distinctive forces. One force originates from the market
side, such as from increasing customer needs, fierce competitions or a new
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Figure 2.3 Functional match between technologies and needs

Source: Tschirky, Jung and Savioz (2003: 71).
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regulation. This force is also called market pull.19 The other force initiating a
functional match is called technology push. This represents the urge to inte-
grate new technologies into products and services for the customer. Whereas
responding to the market pull with new products is a reactive way to satisfy
customers, a technology push approach can generate new market needs.

One practical tool, which outlines the relations between strategic business
fields and technology platforms matched by functions is ‘Innovation
Architecture’ (see Figure 2.4). It will be used throughout the book as a
representation of the knowledge within a company.

Once the strategic goals have been defined the appropriate technology
strategic path has to be determined. Generally the decision upon the strategic
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Figure 2.4 Innovation architecture

Source: Sauber (2003).
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path is concerned with three main strategic decisions which address the
deployment of technologies:

1. Which technologies are required (‘Which Technologies’)?
2. Shall the technologies be made internally or externally acquired

(‘Make-or-Buy’)?
3. Shall the technologies be kept or sold (‘Keep-or-Sell’)?

The first decision of this trio is concerned with the demand for specific tech-
nologies. Based on technology strategy, which determines the functional
requirements and core technology fields, the strategic technology decision
on ‘which technology’ investigates which familiar, unfamiliar or completely
new technologies should be deployed. The second decision, make-or-buy, is
concerned with the question as to whether the required technologies are to
be made available through acquisition, collaboration with other companies
or through in-house development. Thus this make-or-buy decision will be an
integral part of the decision to acquire a company. The third decision is
concerned with the already available technologies within the companies. It
determines whether the technologies will be confined to internal use only or
will be exploited on the market for knowledge and technologies. These three
decisions are tightly interdependent and together represent the ‘trio of
strategic technology decisions’ (Figure 2.5).
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Figure 2.5 Trilogy of strategic technology decisions

Source: Tschirky and Koruna (1998), after Brodbeck et al. (1995: 108).
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2.2.3 Main tasks of the integrated technology management

In order to support the formulation and implementation of technology
strategic goals and paths, the technology management is segmented into dif-
ferent tasks. Tschirky (1998b) provides an overview of the main tasks of tech-
nology management on the normative, strategic and operational level. The
most important tasks which are also related to and can be used within
corporate acquisitions are outlined in the following. Figure 2.6 shows the
different tasks which support technology strategy formulation and imple-
mentation processes. In the following, strategic technology planning, tech-
nology assessment and controlling, technology marketing and intelligence
are briefly introduced.

Strategic technology planning has attained much attention in the recent
past; however, no common frame and definition on that subject has evolved
so far. Whereas some authors subsume the whole technology strategy for-
mulation and implementation tasks and processes under the term strategic
technology planning,20 others include only technology intelligence, assess-
ment and planning,21 and again others see technology planning as a discon-
tinuous process to generate a plan of the intended technology development
and use.22 Within this book technology planning is viewed in the narrow
sense especially as the other topics such as technology intelligence and
assessment are discussed separately. Thus strategic technology planning
is defined according to Bucher (2003), who refers back to Mintzberg as 
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Figure 2.6 Technology strategy formulation and implementation and associated tasks
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a formalized procedure to produce an articulated result, in the form of an integrated
system of strategic technological decisions (Bucher, 2003: 69).

The strategic technology planning process is based on the strategy formu-
lation process of the strategic planning school, as a prescriptive and formalized
process.23 This generic strategic planning process consists of steps such
as (1) the strategy identification, (2) environmental analysis, (3) resource
analysis, (4) gap analysis, (5) strategic alternatives, (6) strategy evaluation,
(7) strategic choice. Tschirky (1998b: 295) has proposed to integrate strategic
technology planning into this generic business strategic planning process.
He aims to ensure collaboration and strategic consistency between business
fields and technology platforms.

Technology assessment is a highly challenging topic in technology
management and acquisition and in integration management especially as
the value of partly tacit and dispersed knowledge, such as applies to tech-
nologies, has to become comparable or even directly expressed in facts and
figures. Technology assessment is used to conduct a rough company evalua-
tion within the technology intelligence, to decide upon strategic technology
options, to assess the market value of a technology to be sold or purchased
via technology marketing and to conduct the budgeting of technology
projects.

Technology assessment takes place on various levels, depending on the
risk associated with the technology and thus also with its maturity.24 It can
be distinguished between the assessment of technology projects with a
determined application context, the assessment of technologies within a
firm but with no determined application context and the assessment of
emerging technologies, whereas neither the role within the firm nor within
an application are known. Furthermore, technology assessment methods
can be categorized according to quantitative and qualitative methods25 (see
Figure 2.7). Highly certain technology projects, especially following the
dominant design,26 can be assessed via qualitative and quantitative meth-
ods. For example, the feasibility of a certain technology in an application
context can be determined or the project can be assessed on a quantitative
basis by using the discounted cash flow methodology.27 If the focus of a tech-
nology not only rests on one particular application but is seen as a valuable
contribution to the whole company, then methods such as the core compe-
tence model become more viable. The core competence method analyses the
fit of the technology to the core competencies and thus the strategic focus of
the firm.28 Highly uncertain or emerging technologies cannot be evaluated
as projects and in a quantitatively way. In this case more qualitative methods
such as scoring and ranking model, rules of thumb or portfolio methods are
applied.

The purpose of the strategic technology control is to check whether the
technology strategy is implemented as planned and if the results in terms of
new technologies, a higher innovativeness or the successful acquisition of a
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technology are those intended. Several authors have introduced various
tools to support strategic technology controlling on all levels, such as
strategic R&D projects, milestone analysis, technology calendars, technology
portfolios, innovation rate checks, cockpit-charts, and so on.

Technology intelligence includes activities that support decision-making of
technological and general management concerns by taking advantage of a
well-timed preparation of relevant information on technological facts and
trends (opportunities and threats) of the organization’s environment by
means of collection, analysis and dissemination (Savioz, 2002: 36). The
purpose of technology intelligence is manifold,29 however always somewhat
related to the anticipation and understanding of science and technology-
related trends or discontinuities and to the awareness of potential techno-
logical threats.

Once the decision is made about which technologies are required for
future business within the strategy formulation process (see Figure 2.6), the
decision is made as to which technologies will be developed internally or
acquired and which will be kept and exploited internally or sold (see trilogy
of technology decisions above). Thus these strategic decisions on the path to
achieving the technology strategic goal are the driving forces of technology
marketing. Technology marketing is concerned with technology acquisition
and external exploitation or deployment. Thus such topics as IP management

Technology, Innovation and their Management 25

Figure 2.7 Technology assessment methods depending on degree of uncertainty
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and licensing, technology spin-outs, joint ventures, and also technology-
intensive acquisitions are subject to technology marketing.

It can be summarized that strategic technology management is mainly
concerned with the formulation and implementation of technology strategy.
In doing so, different tasks such as technology planning, assessment and
controlling as well as the continuous tasks of technology intelligence and
marketing support the strategic processes. These management concepts to
master an efficient resource deployment will be integrated within the strategic
acquisition and integration management to foster the acquirer’s mastery of
the innovation dilemma.

2.3 Innovation Management

The previous section on Technology Management has introduced concepts
to support technology-based value creation from resource deployment.
Innovation as a subsequent step is the utilization of the diligently selected
and assessed and efficiently deployed resource base to create value through
innovations. Thus the main notions of, and concepts to manage, innovations
have to be outlined and incorporated into the technology-based strategic
acquisition and integration management.

Innovation management also comprises innovation strategy formulation
as well as implementation. However, in current innovation management
research the focus lies on strategy implementation, in particular on the inno-
vation process which guides innovation strategy implementation. As
Hauschildt (1993a: 25) describes, innovation management deals with the
organization or coordination of the innovation process. Literature provides
numerous, varying views on the innovation process, how it is organized and
structured in phases and milestones, stages and gates.30 Common to all of
them is that at the front-end there is something like an idea, and at the end
a kind of realization and commercialization of the idea.

Thus technology-based value creation in corporate acquisitions has to be
realized as innovation projects, following the innovation process. The acqui-
sition integration process from a technology perspective can be seen as the
accumulation of various innovation projects which need to be mastered.
Unfortunately there is hardly any literature on innovation processes which
are based on completely different knowledge bases, as is the case in acquisi-
tions. Furthermore, cultural differences and other acquisition-specific aspects
in innovation projects have hardly been addressed. Thus, so far, few concepts
besides innovation processes can be adapted from innovation management
and integrated into technology-based strategic acquisition management.

This review of technology and innovation management has provided an
overview of concepts supportive to innovations and efficient resource deploy-
ments. These will be adapted and integrated into strategic technology-based
acquisition and integration management.
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2.4 Conclusion

This chapter has introduced the basic terms and definitions related to
technology-based value creation and has introduced management concepts
to master efficient resource deployment via technology management and to
achieve innovativeness through innovation management. This background
information will be applied throughout the subsequent chapters of this
book. Thus definitions of technology-based value creation mechanisms will
be used in describing the selected case studies and in explaining which key
factors have impact on the likelihood of their occurrence. The elements and
management concepts of technology and innovation management will be
integrated into technology-based strategic acquisition and integration man-
agement and thus facilitate the appropriate mastering of the innovation
dilemma.
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3
Introduction to Corporate 
Acquisitions

After having reviewed the underlying concepts required for mastering an
efficient resource deployment and innovativeness, the fundamentals on cor-
porate acquisitions are addressed. First of all, the basic terms and definitions
related to corporate acquisitions are outlined. Subsequently, the different
types of acquisitions and their dual and interrelated purpose as a means of
creating value and of achieving a strategic objective are introduced. The
objective of this chapter is to provide the reader with background informa-
tion on acquisitions which are useful within the subsequent discussions on
acquisition and integration management.

3.1 Terms and Definitions: Corporate Acquisitions

The terms ‘corporate acquisitions’ or ‘mergers and acquisitions’, often
referred to as ‘M&A’, have become buzz-words in financial institutions and
strategic management groups rather than well-defined terms. Copeland and
Weston, for example, state that ‘the traditional subject of M&As has been
expanded to include takeovers and related issues of corporate restructuring,
corporate control, and changes in the ownership structure of firms’
(Copeland & Weston, 1988: 676). Within this book, following a wide stream
of researchers on corporate acquisitions,1 mainly three methods for com-
bining two companies are considered as corporate acquisitions: asset deals,
share deals and mergers through fusion (see Figure 3.1). This implies that
within this book the terms ‘merger’ and ‘acquisition’ are used interchange-
ably, a practice common for research which does not specifically focus on
mega-mergers.

Generally the transaction can be structured as a share or as an asset deal.2

Whereas within a share deal the ownership and thus the corporate control
over the target company is exchanged,3 within the asset deal the individual
assets are sold to the acquirer.4 The share deal is only applicable when the
target is a company, whereas the asset deal can comprise the acquisition of
sub-units of a company. Share deals are relatively unproblematic; however
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they are associated with disadvantages in comparison with the asset deal,
especially in tax and financing issues. The asset deal, on the contrary, has to
be favoured from the tax perspective; however its process is highly complex.5

3.2 Acquisition Types

Acquisitions can be categorized according to the relation between the
acquired business and the existing business of the company. This categoriza-
tion can be done on an industry and on a business level.

The relation on the industry level is defined by horizontal, vertical,
concentric or conglomerate acquisitions. At horizontal acquisitions acquirer
and target are in the same industry. They serve the same customers and
either differ or are similar in their product offering. Thus a horizontal acqui-
sition can be used to deepen or extend the product range. At vertical acqui-
sitions the target company is either a supplier or a customer of the acquirer.
At concentric acquisitions6 the target company has either a similar customer
base but different product and technologies or a similar technology base but
different products and customers. This type of acquisitions supports the
potential to leverage market access or competencies. At conglomerate
acquisitions the target company is in a different value chain, serving different
customers and having different suppliers.

The relation on the business level describes how the target company is
related to the current set of businesses. Haspeslagh and Jemison (1991), for
example, distinguish between domain strengthening, domain extension and
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Figure 3.1 Corporate acquisitions

Source: adapted from Berens & Brauner (1999: 52).
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domain exploration. Ansoff (1965) has categorized similarly into acquisi-
tions which extend the market side of the company or the technological side
or even both domains of the company.

All these types of acquisitions aim for a two-fold purpose: to allow value
creation and to contribute to a certain strategic path.

3.3 Acquisitions as a Means of Value Creation

Generally the main driving force in acquisitions is the search for potential
competitive advantage derived from the combination of two companies.
This potential shall enable value creation, the main objective of entrepre-
neurial actions, and thus increase the shareholder value.7 There are different
ways that acquisitions can create value, such as by increasing operating cash
flow, reducing the cost of capital or by improving the financial leverage. The
focus of this book lies on strategic acquisitions primarily aiming for an
improvement of the operating cash flow.

3.4 Acquisitions as a Business Strategic Path

As described, value creation derives from an improved competitive advantage
of the merged companies versus operating as two individual companies.
Thus corporate acquisitions can be seen as a strategic path to achieve an
increased competitiveness. Haspeslagh and Jemison (1991), for example,
distinguish three different types of an acquisition’s contribution to the
companies’ strategies:

(1) Acquiring a specific capability
(2) Acquiring a platform
(3) Acquiring an existing business position

These three types of contributions vary in the extent to which their business
strategy is fulfilled. Whereas the first contribution adds only very little,
acquiring a platform represents a clear commitment to an investment strategy
that far exceeds the initial purchase price of the target. Acquiring an existing
business position is equivalent to fully implementing the pursued strategy.

Other authors8 have discussed the role of an acquisition to achieve
competitive strategies, such as strategies derived from portfolio manage-
ment, from the resource-based view, from the technology-based approach or
from the positioning school of the five forces by Porter. Additionally, Bower
(2001) distinguishes various motives without referring to a specific strategy:
the overcapacity M&A, the geographic roll-up M&A, the product or market
extension M&A, the M&A as R&D, and the industry convergence M&A.

It can be summarized that acquisitions can serve as a strategic path for
several strategic goals. Technology-based value creation becomes most
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important in acquisitions derived from a technology strategy, as the strategic
goals comprise the realization of technological synergies. Nonetheless,
technology-based value creation can be achieved in different types of
acquisitions, driven by the various motives.

3.5 Conclusion

Within this introduction to corporate acquisitions the main definition of
acquisitions as share or asset deals or mergers was provided. Furthermore,
different acquisition types depending on the industry or business relation
of the joining companies were introduced. Additionally the dual purpose of
acquisitions as means to create value and to achieve a strategic goal was
discussed. Innovation-driven acquisitions aim for technology-based value
creation and the strategic goal to internalize competencies and raise innova-
tiveness. These explanations will be used within the subsequent chapters of
this book.
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4
Case Studies from Reality:
Technology-based Value Creation in
Real-life Acquisitions

Within the last three chapters it was outlined that an increased innovative-
ness and the efficient deployment of resources are gaining importance in
corporate acquisitions; however, they are not yet mastered. Thus this book
has been initiated to better understand the relevant aspects impacting on
technology-based value creation in corporate acquisitions (Research
Question 1) and to develop applicable concepts which can be integrated into
strategic acquisition and integration management to increase its level of
mastery (Research Question 2). In order to support this interest, background
information on technology and innovation management and on corporate
acquisitions was provided in the last two chapters. In this chapter practice is
consulted to answer the first research question which was posed in Chapter 1.
Thus this chapter aims to identify the aspects relevant to achieve technology-
based value creation in corporate acquisitions. This objective is reached by
applying the case study methodology according to Yin (1994).

Thus for the first step, a theoretical model, or theory which resembles the
investigation, has to be developed. This theoretical model, which is based
on existing literature, indicates which aspects need to be analysed within
the case studies to answer the first research question. In the second step, the
cases which match the frame of investigation are selected and the data
collection protocol designed. In the third step, the cases are described in
chronological order, analysing the aspects of the developed theory. In a
subsequent chapter, the cases are compared, the theoretical model is
modified and a new understanding is derived. Finally, implications are
drawn for practice by developing the technology-based strategic acquisition
and integration management and by deriving management principles
(see also Chapters 6 and 7).

Thus this chapter contains four sections. The first describes the theoreti-
cal model for investigating technology-based value creation in corporate
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acquisitions. The second outlines how the cases were selected and how the
data collection was designed and the third section comprises the description
of the case studies. The fourth section is a brief conclusion to the chapter.

4.1 Theoretical Model to Investigate Technology-based 
Value Creation

The theoretical model should be a framework of aspects relevant to achieve
technology-based value creation in corporate acquisitions derived from the
state of the art in literature. However, literature so far hardly addresses tech-
nological synergies in corporate acquisitions. Researchers have mostly
focused on general value creation and tried to derive the relevant aspects
impacting on it rather than analysing the key success factors for innovative-
ness after acquisitions. Thus the theoretical framework will be derived
from research on general value creation in acquisitions and applied to
the innovation-specific context. Generally four different research schools
have investigated the aspects relevant for general value creation in corporate
acquisitions:1 the capital market school; the strategic school; the organiza-
tional and behavioural school; and the process school. The theoretical
model can be derived from researchers in these fields (for a detailed investi-
gation of these research streams see Appendix A).

From these research publications the following framework on the differ-
ent aspects relevant to value creation in corporate acquisitions can be
derived (see Figure 4.1). Generally three different groups of influencing
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Figure 4.1 Influential aspects on the successful realization of value creation
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factors were identified:

(1) The acquisition type
(2) The initial conditions
(3) The process design.

Thus value creation in acquisitions depends on the characteristics of the
acquisition, such as the relatedness of the target and the acquirer, their relative
size, the bidder’s approach and financing mode, as well as the number of
bidders. Furthermore, the likelihood for success in acquisitions is determined
by the initial characteristics of target and acquirer, including the acquirer’s
acquisition experience, the fit between the two companies and the potential
for unique synergies. The most important impact factors, however, are the
design, structure and tasks of the acquisition and integration processes. Thus
researchers have found that the way the processes are managed, structured and
led highly determines whether an acquisition will create value or not.

This framework helps to understand and especially further investigate the
aspects that are important for technology-based value creation in corporate
acquisitions. The main pitfall of this framework so far is that the aspects
have been linked to neither technology-based value creation nor each other.
Thus researchers have so far hardly attempted to link the different acquisi-
tion types, and especially motives, to the other impact factors and finally to
the pursued value creation. The framework serves well as a generic model;
however, key criteria relevant for technology-based value creation cannot
yet be derived. However, the framework can be used to discuss the case studies
to investigate which of these aspects are particularly relevant for technology-
based value creation. Thus the case studies that follow will be analysed for
the impact of the acquisition type, the initial conditions and the process
design on technology-based value creation in acquisitions.

4.2 Selection of the Case Studies and Data Collection

To retrieve data which apply to the theoretical model and help to build an
improved understanding, the cases have to be selected according to the
following criteria.

(1) The acquirer has to be part of an innovation-driven industry: As
described in the first chapter, the urge for innovativeness and an efficiently
deployed resource base is especially crucial for competitiveness and
sustained growth in innovation-driven industries.2 Thus the objective of
reaching technology-based value creation more likely will be a crucial issue
for acquirers from these types of industries.

(2) The acquisition must be strategic: As mentioned before, there are
various transaction types grouped under the term acquisition. In strategic
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acquisitions, as opposed to management or leveraged buy-outs or acquisi-
tions which aim for improved financial leverage, the acquirer hopes to
achieve a certain business strategic objective and to increase the company’s
operational cash flow, competitiveness and value. These strategic acquisi-
tions can aim for improved market access, a new business opportunity, the
internalization of technological competencies or the increase in economies
of scales or scope.3

(3) Technology-based value creation has to be a crucial factor for
acquisition success: This research is not restricted to acquisitions which
primarily aim for technology-based value creation, as is the case in innovation-
driven acquisitions. The main reason for widening the scope of this research
to all strategic acquisitions where technology-based value creation is an
important issue comes from the argument at the beginning of this book,
claiming that technology aspects are not only relevant to acquisitions which
aim to only internalize technologies but to all corporate acquisitions in
innovation-driven industries. Furthermore, in the course of this research
it soon became clear that especially in acquisitions primarily aiming for
increased market success, technology-based value creation could be a crucial
source of gains and success. However, despite these potential gains, technology
aspects are mostly neglected in acquisitions aiming for market access, which
can have very negative impact on the acquisition performance. For this
reason the scope of this research is not confined to innovation-driven acqui-
sitions. It can be argued that in acquisitions in innovation-driven industries
which have a shortsighted focus on gaining certain market channels or the
like, technology-based value creation is neither an issue nor relevant for the
companies’ success. Therefore, it is decided that all strategic acquisitions,
which see technology-based value creation as one of the three major objec-
tives or sources of value creation, match the theory developed and research
applied within this book.

Intentionally there is no specific indication of the relative size of the
acquisition target to the acquirer. This is due to the fact that the impact of
the acquisition type which includes the relative size of the target is one
variable of investigation. However, to limit the complexity of this research in
favour of the quality and comprehensiveness of the derived model on real-
ity, the recently occurred mega-mergers, such as the fusion of Vodafone and
AirTouch Communications Inc. in 1999, and, more recently, in October
2003 the fusion of General Electric’s and Vivendi Universal’s entertainment
empires, which created a $43 billion entertainment powerhouse with assets
ranging from Hollywood’s Universal Studios to US television network NBC,
are not addressed within this book.

Following these criteria, five case studies were selected to be introduced
within this book. Each case is concerned with a specific acquisition. Besides
these, the author was in contact with several other companies discussing the
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relevance of the topic, experiences from past acquisitions and their approach
towards strategic acquisition and integration management, and especially
technology-based value creation within it. The findings from companies
such as Intel Corporation, Siemens Corporation, IBM Corporation, BASF,
Cisco Corporation, Hewlett Packard, Ciba Specialty Chemicals, Gurit AG and
others, will be included within the further development of the solution
concept introduced in Chapter 6.

As this research is highly subjective due to the direct and interactive way
of research and due to the scope of interpretation provided for developing
the model of understanding, the full and objective truth will not be
described. Thus the reader has to be aware that the subsequently derived
model of understanding is an interpretation of various factors linked to each
other. Despite the natural limitations of this exploratory research approach,
a comprehensive and somewhat holistic perspective on technology-based
value creation in corporate acquisitions is attempted.

Besides merely explaining the findings derived from the case studies, these
will be complemented by other related findings from literature. Thus the
soundness of the argument is either increased or challenged and the reader
can judge its relevance for him- or herself.

The cases were conducted over a one- to two-year period, at least one or
two years after the closure, which allowed not only the observation of the
integration progress and related shift in opinions over time but also a return
to the people involved in the cases and to retrieve additional data and verify
emergent patterns and findings.

The cases were mostly conducted on site via interviews with one to four
people at the same time. The interviews mostly took between one-and-a-half
and four hours.4 The data for each case were collected from a minimum of
four interviews with people such as the members of the corporate M&A
team, chief technology officers, chief executive officers, financial officers,
strategic planners, product line managers and engineers. In most cases the
author tried to conduct interviews with representatives from both sides, that
is from the acquirer and the acquired company. However, due to external
influences, location distance and other factors, this aim could not always be
achieved. The interviews were designed semi-structurally and followed an
open questionnaire. Besides the data from the interviews the author was pro-
vided with several additional information such as internal presentations,
meeting notes, internal reports, financial calculations, and the like.
Especially as the topic of corporate acquisitions is often highly sensitive and
only known to the top strategic management, the information gathered is
often not public and thus cannot be published. In these cases the issues are
either described on a highly abstract level or even circumvented. Informa-
tion disclosed within this book is approved by the contact persons at
each company. Only one company in the packaging industry did not want
to disclose its name and the accurate figures, thus the name of the
acquirer has been changed to Fillpack and the name of the target became
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Aseptofill; additionally the figures were adapted. The names of the other
companies are actual.

Each case follows the same structure. It is described according to chrono-
logical order. Depending on the focus of the case the different phases are
discussed more or less extensively. The case study description is initiated
with a brief overview of the acquisition and its key figures. Then the acquirer
and its initial situation before the acquisition is described and the development
of the acquisition idea and the finding of the potential target are outlined.
Next, the target company, its activities and technologies are described. Then
the acquisition and the integration processes and the achieved technology-
based value creation are described. Each case is concluded with a discussion
of the aspects relevant for technology-based value creation. This discussion
is led by the framework identified in literature which indicates that the
acquisition type, the initial conditions and the strategy processes significantly
determine the potential for technology-based value creation. Interestingly in
the course of the case study research another aspect, so far hardly mentioned
within literature, proved to influence the potential for technology-based
value creation. It was observed that the external developments also have
to be considered in explaining the factors that impact on technology related
value creation. Thus the framework for discussing the cases is expanded
to include this aspect.5 These factors and their influence are discussed
individually and also interrelatedly.

4.3 Cases from Reality

Each case study contributes to an improved understanding of technology-
based value creation in a specific way. The cases are ordered according to the
relative size of the target to the acquirer and also according to the relevance
of technology-based value creation within the acquisition. An overview of
the specific attributes of the five cases can be seen in Figure 4.2.

4.3.1 Case 1: Hilti–Ammann Lasertechnik acquisition

The Hilti Corporation based in Schaan, Principality of Liechtenstein,
acquired the Ammann Lasertechnik Company, Switzerland in February 2001
(for the acquisition timeline see Figure 4.3). The acquisition aimed to acquire
and internalize development competencies for the ‘positioning business’
unit within Hilti. Whereas the acquired company and especially its owner
strongly contributed to the development of the next product generation, the
internalization and transfer of engineering knowledge and the long-term
integration of competencies required special effort, mainly because it was
embedded as tacit knowledge within the target’s owner.

4.3.1.1 Initial situation

The Hilti Group was founded by Martin Hilti in 1941 as a machine shop in
Schaan, Principality of Liechtenstein, and is now a world leader in developing,
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Figure 4.2 Overview of case studies
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Figure 4.3 Acquisition timeline of Hilti–Ammann Lasertechnik acquisition
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manufacturing and marketing added-value, top-quality products for
professional customers in the construction and building maintenance indus-
try. Hilti comprises several business units which are engaged in drilling and
demolition, direct fastening, diamond, anchoring, firestop, foam, installation,
screw fastening, cutting and sanding systems.

Hilti is characterized by its direct sales force of about 7,000 employees, its
open and very strong company culture and its innovativeness. In 2000 the
company employed 13,780 people and had revenue of CHF 3,138 m, of
which it invested about 3.4 per cent in its R&D activities.

In 1994 as part of its continuous strategic development, Hilti was searching
for new business fields. Thus a workforce analysis was conducted and came
to an interesting conclusion (see Figure 4.4). It was shown that the core busi-
ness of Hilti, which was drilling, amounted to a mere 17 per cent of the
working activities and time spent by the main customers. The measuring
part of the business, which was technologically not advanced and not
flooded with competitors, amounted to 28 per cent of the working time.
Thus Hilti considered the option of entering the measuring and positioning
fields. At that time it had already developed one product in the field which
served the detection of concrete reinforcements; however, it was part of the
drilling business unit and treated more as an accessory than a product line.
Three Hilti employees, one product manager, the head of marketing within
the drilling division and an engineer diligently developed a business plan for
entering the positioning business and introduced it to the board, which
agreed to the proposed plan and thus the positioning business unit was
formed in 1995.

As the members of the newly formed unit were quite inexperienced with the
required products and technologies in the positioning and measuring
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Figure 4.4 Potential for a new business
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business, these competencies had to be built up. Thus as a first step a new head
of the business unit was sought. A head-hunter proposed an experienced man-
ager who was with Leica in the area of laser systems. He joined Hilti as head of
the positioning business division in 1996. The new management team of the
small division started to develop a strategy for its future activities and devel-
opments. Two different options were considered: Hilti could start developing,
engineering and manufacturing positioning and measuring systems from
scratch or it could initially cooperate with existing market players and slowly
internalize the competencies to develop their own products later on. Whereas
the first option was associated with high risks, the latter was characterized by
a moderate profitability. However, due to the size of the unit and its lack of
experience it was decided to first buy the products from the existing market
players and then slowly internalize the required competencies. The objective
was to launch internally developed products by 2003 or 2004.

Until 1997, Hilti’s positioning business comprised three product lines:

● Levelling and alignment: products to support 3-D positioning via rotating
lasers;

● Distance measuring: products for measuring distances;
● Detection devices: products already developed within the drilling

business unit to detect concrete reinforcements.

Whereas the detection devices were made in-house, the distance measuring
products were initially co-developed with Leica. However, when Leica can-
celled its contract with Hilti, Hilti entered a cooperation with Jenoptik on the
development of distance-measuring products. The levelling and alignment
rotating lasers were delivered by Topcon, a large Japanese competitor. However,
as Topcon, pushed by its distribution network, could not strengthen its rela-
tionship with Hilti, the cooperation regarding the rotating lasers was stopped.
Subsequently, strengthening cooperation with Jenoptik, also in the area of
rotating lasers, was considered; however, as Jenoptik did not have specific
development competencies within this field, other options were investigated.
At that time, in 2000, the positioning unit had twenty-six employees and
needed to initiate its own development of products to keep on track with the
pursued strategy to launch self-made positioning products. However, the group
was still lacking the development competence to fully design and engineer a
next-generation rotating laser. Thus the idea to acquire this competence
externally was introduced. Soon the focus was on the owner of Ammann
Lasertechnik because he excelled through his smart and technologically
elegantly solved laser products for the construction businesses. His experience
and capabilities were the development competence that was missing at Hilti.

4.3.1.2 Ammann Lasertechnik

Ammann Lasertechnik, based in Amriswil, Switzerland, developed and manu-
factured construction lasers with a high level of innovation and up-to-date
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technology. The company was dominated by its owner, who not only owned
the company but also excelled at engineering the products. The company
employed around ten people and had a revenue of CHF 6 m in 2001. It pro-
duced laser systems, such as rotating lasers (see Figure 4.5), pipe lasers and
grade lasers, used within the construction and building industries for align-
ment, measuring and positioning purposes. Ammann Lasertechnik’s owner
saw the opportunity to gain access to Hilti’s huge distribution network
and was enthusiastic about bringing in his development competencies.
Furthermore, he was willing to step back from his daily business to focus on
non-business-related aspects in life. Thus he was willing to sell the company.

4.3.1.3 The transaction phase

The division head of positioning systems and his colleagues developed a
business plan to acquire Ammann Lasertechnik (LT) and to jointly develop
the next generation of rotating lasers. The business plan, supported by finan-
cial figures and mainly measures to ensure the consistent integration of
Ammann LT’s owner’s knowledge within the product development, was
proposed to the board, which again agreed to this strategic path.

The due diligence was conducted very briefly. Only the financial aspects
and IP issues were investigated. A detailed technological due diligence did not
seem appropriate as the division head knew the owner’s competencies and
these were the only resources to be integrated and transferred to create value.

In February 2001 the acquisition was finished and the integration phase
started immediately.

4.3.1.4 The integration phase

Hilti positioning systems pursued a very distant integration approach with
Ammann LT (see Figure 4.6). The existing Ammann business was kept
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Figure 4.5 Rotating laser from Ammann Lasertechnik used for positioning and
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untouched, except that the owner was employed as a consultant for further
product developments. Thus shortly after the acquisition, in November
2001, a technology development project started. In accordance with the
lessons from the technology and innovation management, technology and
product development projects are managed separately and have an
assynchronal interface. Thus the product development is not delayed by
immature technologies.

The technology development project was concerned with developing a
new underlying concept and platform for the next generation rotating laser.
The project aimed to conclude with proof of a concept to initiate the product
development.

The technology development project was done by three people, the
Ammann LT owner and two other employees from Hilti who brought in
application experience from the Hilti side. The requirements, such as auto-
matic levelling, measuring in horizontal and vertical planes, etc., for the new
product were defined. The project was characterized by good and intense
collaboration between the three people. The owner brought in his compe-
tence and largely determined the solution concept for the rotating laser,
which became a smart platform product.

As part of the technology development project it was recognized that the
acquisition of Ammann could provide only development competencies and
not the manufacturing competencies which would be required to launch the
product on a large scale. Thus Hilti decided to partner with Jenoptik with its
extensive manufacturing and development know-how, albeit not in the area
of rotating lasers. As a consequence it was decided that Hilti would utilize
the joint venture with Jenoptik, called Hillos, which would take over
the manufacturing of the alignment and levelling as well as Hilti’s distance
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Figure 4.6 Distant organizational integration of Amman Lasertechnik
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measuring devices. Furthermore, the engineering team at Jenoptik would
become a third engineering partner as it was experienced in developing mass
manufacturing.

Thus in 2002 the product development process, following the implica-
tions from Hilti’s TTM (time-to-market) process (see Figure 4.7) was initiated
as a cooperation between Hilti, Ammann LT, Jenoptik and the joint venture
Hillos. Further requirements, such as cost-efficient engineering tailored to
mass manufacturing, were added. Each partner brought in specific compe-
tencies such as electronics, application engineering and packaging compe-
tencies from Hilti, design and optics competencies from the owner of
Ammann LT, and additional engineering and manufacturing competence
through Jenoptik and Hillos. The project team thus consisted of around nine
people from engineering to marketing, managed and coordinated by a
project manager. The engineering teams were organized according to modu-
lar structure such as system engineering, construction and electronics. The
project coordination was mainly done via video conferences and meetings.
Every week one meeting within Hilti ensured continuous coordination.
Jenoptik and Hilti team members met only once every six weeks to discuss
the interfaces between the various models. The Ammann LT owner partici-
pated only sporadically. Whereas some modules were co-developed by the
former owner and Hilti people and the cooperation was working quite well,
the engineering of modules together with Jenoptik was much more difficult.
The owner had only roughly sketched his concepts developed within the
technology development projects. These were transferred to Jenoptik, which
had not participated in the technology development project. Subsequently,

44 Mastering the Acquirer’s Innovation Dilemma

Figure 4.7 Time-to-market process at Hilti
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the purpose and elegance of the concepts were misunderstood, wrongly
interpreted and finally changed, which led to disagreements between the
former head of Ammann LT and other team members and delayed the prod-
uct development process. Furthermore, the former owner, not accustomed
to high-volume product considerations, complained about the enduring and
partly inflexible product development process imposed by Hilti. Whereas prod-
uct development at Ammann LT took around half a year, this project lasted
over one-and-a-half years. This resulted in the owner withdrawing from the
project centre. He had the feeling that the engineering had been taken over by
Jenoptik and his input was insufficiently accepted. Thus his engagement at
certain times was reduced and required occasional remotivation.

However, the jointly developed product is now, in the beginning of 2004,
due to be launched and will most probably be a success. Despite this suc-
cessful integration of the engineering competence of the owner of Ammann
LT, it could not be transferred and retained in the long run. Even though
Hilti intends to take advantage of his consultancy work, the former owner
will be less likely to continue in this way. One negative side-effect of this
acquisition was the complete loss of innovativeness for the Ammann
Lasertechnik company. As the owner was no longer the manager, product
development was no longer pushed and the company is now losing compet-
itiveness. To oppose this threat, Ammann LT will use the Hilti-developed
product platform for future products.

Today Ammann LT continues its operations at a distance from the Hilti
operations and partly lacks professional leadership.

4.3.1.5 Interrelations, conclusions and discussions

Hilti’s acquisition of Ammann Lasertechnik can be characterized as a
friendly, small acquisition of new technologies within a medium-paced mar-
ket. The objective of the acquisition was to integrate and internalize product
development technologies for the levelling and alignment product line. This
objective was partly achieved. The acquired competence was used to develop
a new product platform. Nevertheless, this competence could not be fully
internalized, as the former owner of Ammann LT withdrew at a certain level
from the product development projects, his competencies could not be fully
learned and as a result these had to be compensated for with Hilti internal
efforts. Thus the acquisition created short-term value only.

Now the question arises of how the achieved and unachieved technology-
based value-creation opportunities were dependent on the initial conditions
of the acquisition, the external developments and the strategy processes.

Generally the initial conditions were quite favourable to technology-based
value creation. Despite Hilti’s lack of acquisition competencies, as acquisi-
tions are generally not a strategic focus of Hilti, the division head brought
some acquisition and integration experience with him and thus knew how to
manage the process. Furthermore, Hilti pursued a very smart way of building
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up a new business. Whereas other companies would have immediately
acquired a company to enter a new business, Hilti first built up internal
competencies with the hiring of the new division head and the cooperation
projects and subsequently acquired a company. This provided the business
unit with sufficient absorptive capacity to identify, use and internalize com-
petencies within the rotating laser business. Furthermore, the acquisition
was one logical step in pursuing the business unit strategy and thus fitted
very well from a strategic perspective. Hilti was aware that Ammann LT
could only be a partner regarding the product development and therefore, in
consequence, an additional manufacturing partnership had to be established.

The technology-based value creation potential was relatively attractive as
the owner mastered the key technologies very well. However, his abilities and
experiences were highly tacit and thus difficult to leverage. Thus although the
integration of the owner’s knowledge within modules of the product was quite
easy to achieve, the transfer of his capabilities was hindered by their tacit char-
acter. Additionally, the contextual differences, which became apparent from
the former Ammann LT head’s complaints regarding the formalization of the
TTM process, hindered open communication and collaboration.

The acquisition process did not impact the potential for value creation, espe-
cially as the investigations were quite easy to conduct mainly due to the small
size of Ammann Lasertechnik and the division head’s knowledge about the
owner’s competencies. The integration process has focused on the retention and
integration of the former owner and intentionally kept the Ammann
Lasertechnik business completely separate. Thus Hilti was dependent on the
owner’s presence. When he backed out of the project the competencies were
no longer at Hilti’s disposal. Thus this integration approach was conducive to
immediate cooperation and product development projects but did not result
in a long-term cooperation and knowledge transfer. The external developments,
such as market developments or technological advances, were not mentioned
as having a significant impact on technology-based value creation.

4.3.2 Case 2: Fillpack–Aseptofill acquisition

In January 1999 Fillpack Holding AG acquired German-based Aseptofill
Maschinenfabrik for DEM 30 m. 1998 Aseptofill, the manufacturer of aseptic
filling machines for PET bottles and cups, reported net sales of DEM 57 m with
around 400 employees. The acquirer aimed to source competencies in aseptic
filling for plastic bottles (for a detailed timeline of the acquisition see
Figure 4.8) and Aseptofill was integrated into the Fillpack Plastics division. The
acquisition was described as only partially successful by Fillpack.6 The main
reasons for the failure were rooted in technical and integration problems.

4.3.2.1 Initial situation

Fillpack Holding AG was founded in 1840 in Germany, and from then on
diversified steadily over the decades to produce a wide range of machinery

46 Mastering the Acquirer’s Innovation Dilemma



47

Figure 4.8 Acquisition timeline of Fillpack–Aseptofill acquisition
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for automation and packaging equipment. In 1998 Fillpack was organized
into two divisions: Fillpack Cartonpack, No. 4 supplier of machinery and
cartons to processors of beverages and liquid foodstuff; and Fillpack Pack,
division for manufactured packaging systems and machines to service the
food, health and body care industries.

At that time Cartonpack was the most profitable division and responsible
for the largest revenue share. However, it was threatened by a slowdown in
market growth and the emergence of substitute packaging technologies,
such as HDPE and in particular PET packaging, for liquid food. Furthermore,
the company’s CEO who had been in his role since only October 1996 had
unexpectedly announced his resignation in November 1998.

Thus the board members of Fillpack, facing a highly uncertain financial
perspective for Fillpack’s future, decided to assign a new CEO to redirect and
revive the company. His appointment took effect in May 1998. He addressed
the upcoming challenges posed by the rising PET market (alone 10 per cent
annual growth since 1990). PET packaging is highly attractive due to its
transparency, formability and its flashy appearance. The main disadvantage
of PET so far is that the shelf-life of carbonated and oxygen- and light-
sensitive products, such as orange juice, which includes vitamin C, is largely
limited due to the lack of appropriate barriers within PET bottles.

The first inroad of Fillpack into beverage filling using plastics was through
an acquisition. With this acquisition Fillpack acquired competencies in
extrusion blow-moulding for HDPE bottles and in PET bottle manufacturing.
The whole acquisition became part of a new division called Fillpack Plastics.

Nonetheless, with the newly acquired competencies Fillpack still could
not compete with the strongest market players Krones7 and Sidel8 in the
plastic packaging market for liquid food, especially as the filling competence
for plastic bottles was lacking (see Figure 4.9). Instead of focusing on
the slow-growing non-aseptic beverage market, Fillpack wanted to address
the upcoming aseptic filling of plastic bottles, even though the related bar-
rier technologies were not yet ready. Therefore, the CEO gave rise to the idea
of acquiring this filling competence and asked the corporate M&A team to
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Figure 4.9 Strategic competencies in the value chain of aseptic filling of plastic bottles
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screen for suitable candidates. The option to build a filling machine for
plastic bottles in-house was not seriously considered, especially as the
employees, so far focusing on cartons, saw PET as a competitor and not as an
interesting new internal business.

4.3.2.2 Corporate M&A at Fillpack

Fillpack’s corporate M&A team directly reports to the executive board of the
Fillpack Holding. It is in charge of setting guidelines and providing
mechanisms to support the acquisition process. Furthermore, the team has
to ensure the quality of the M&A process at both group and business unit
level, to build and maintain an understanding of markets and candidates at
corporate level and to provide M&A support to the functional M&A teams.

The basis of the acquisition management is the acquisition process initi-
ated by the business strategy, mainly consisting of five phases which run
either partly sequentially or in parallel. The process is initiated by the corpo-
rate and business unit strategy, which is co-developed by the corporate M&A
team. The tasks and roles within the acquisition process are distributed
between the Corporate M&A team and the business unit. Once an acquisition
is initiated, an acquisition organization consisting of a steering committee
and functional teams is established. The size and staffing depend on the size
of the acquisitions. The steering committee for larger projects consists of
the CEO, CFO, Head of Corporate M&A and board members or business unit
heads as needed.

The typical due diligence areas cover fields such as accounting, corporate
structure, environment, finance, human resources, insurance, legal, opera-
tion and manufacturing, organization and management, strategy and R&D.
The R&D due diligence is concerned with new product developments, new
market introductions and key research efforts of the target company. The
due diligence consists of the bid preparation, the bid process, the due dili-
gence preparation, the document request list, the data room evaluations, the
management interviews, site visits and the final price negotiation

The corporate M&A team, which consisted of three people, was moder-
ately experienced in carrying out acquisitions. Despite the average acquisi-
tion success rate no acquisition and integration controlling instrument had
been established. It was explained that due to the open culture within
Fillpack, feedback and thus learning would come inherently.

4.3.2.3 Screening for the candidate

To support the corporate M&A team’s screening activities in identifying a
company with aseptic filling competencies for plastic packaging, McKinsey
was mandated to do a survey of clients and to obtain information regarding
potential candidates. Furthermore, trade fairs, the internet, talks with experts
and other sources of information were consulted to identify a potential target.
A few companies such as Serac, Simson, GEA and Aseptofill repeatedly appeared
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in the discussions. Thus talks began with the companies and it soon turned
out that Aseptofill, with the aseptic filling machines for plastic bottles,
would be a good match (see Figure 4.10). The CEO personally initiated the
talks with the owner of Aseptofill.

4.3.2.4 The Aseptofill company

Aseptofill was established in 1939 in Germany and focused on the engineering,
manufacturing and selling of filling machines for preformed cups. Aseptofill’s
traditional business since has been the filling of yogurt, ice-cream and frozen
desserts. As this market was quite limited, the owner decided by the end of
1990 to develop a fully aseptic filling machine for plastic bottles. The first
machine was delivered to Brazil, and machines were still being produced or
ordered in 2000. At that time, Aseptofill had about 400 employees, revenue
of 28 m and 0.6 m of margin in 2000, with a deteriorating development,
and annually invested approximately 3 per cent of its revenue in R&D. The
whole organization was highly influenced by the patriarchal management
style of the owner. The company had no R&D organization, the business was
entirely order driven and managed on an ad hoc basis. At weekly meetings
the different orders were discussed and tasks were assigned. The employee’s
knowledge was highly dispersed and tacit in the company.
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Figure 4.10 Aseptofill activities match the strategic focus of Fillpack
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4.3.2.5 The transaction phase

Soon, in December 1999, the acquisition intention of Fillpack became quite
concrete and the company sent two engineers from the Fillpack Cartonpack
division to Aseptofill to investigate the company and its technologies. These
engineers had competencies in aseptic filling, but only from carton pack-
ages. This preliminary assessment was followed by a more detailed financial
investigation by an external specialist in April 2000 and a detailed due
diligence in June 2000.

The technology due diligence was concerned with the analysis of the
existing machines and especially the newly developed aseptic filling machine.
The first machine installed in Brazil seemed to have had some starting
difficulties; however, this was due not to the technologies from Aseptofill
but the application of the customer. Furthermore, it was discovered that the
technologies and modules were generally well mastered and worked well,
but some aspects of the sterilization technologies had potential for improve-
ment. As the investigators from Fillpack had no experience in bottle-handling,
they compared the Aseptofill machines with another aseptic plastic filling
machine for plastic bottles, the Asbofill, developed by Aseptofill’s competitor.
The technology due diligence was thus characterized by the investigation of
the machines and their engineering. The next-generation products and tech-
nology integration within the whole Fillpack was not a critical factor. During
conversations it became clear that the new aseptic filling machine was not
the core competence of Aseptofill and that its focus was still on the tradi-
tional filling machines for yogurts and the like where aseptic conditions
were not as critical.

Other aspects which were given attention during the due diligence were
the cultural differences between the two companies and the dominant
leadership style of the owner. These differences and the owner’s willingness
to stay with the company were identified as potential threats to the acquisi-
tion integration.

The company assessment was based on three different scenarios and con-
cluded that Fillpack and Aseptofill jointly had large potential for synergies
and thus would give the consolidated company value. The main value-
creation opportunities were seen in an improvement of the market position of
Fillpack in the PET market through controlling the whole filling process and
competencies and, furthermore, in consolidating the sales and administra-
tive functions and in using the Fillpack know-how to decrease the working
capital requirement. These synergies, which were mainly based on the suc-
cessful innovation and resource-deployment opportunities of the joint
resource base of Aseptofill and Fillpack, added up to a potential value cre-
ation of CHF 28 m (see Figure 4.11).

Without paying more attention to the following integration phase,
the proposal to acquire Aseptofill was submitted to the board of Fillpack.
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On 31 August 2000 it was announced that Fillpack had taken over Aseptofill
on 1 July 2000.

4.3.2.6 The integration process

The integration process was initiated by a kick-off meeting at the Aseptofill
headquarters. The Fillpack CEO introduced Fillpack and its strategy and out-
lined the pursued synergies and upcoming changes. Furthermore, he stated
that Aseptofill would become part of the Fillpack Plastic division. The
Aseptofill personnel, even though they were insecure about the future, gen-
erally welcomed the new ownership of Fillpack, especially as the dominant
leadership style of the former Aseptofill owner had not been easy to cope
with for some employees.

The integration process was initially managed by task forces, which were
established by the corporate M&A team (see Figure 4.12). These task forces
were concerned with the realization of potential synergies and some sup-
portive integration projects such as the introduction of an ERP and a CAD
system. It was agreed that the former owner, due to his profound knowledge
of the business, would stay another year with the company, taking over
operational and R&D-related tasks. Additionally, a new head was assigned to
Aseptofill. He was a friendly, cooperative and helpful type of person rather
than a tough straightforward business manager. He was in charge of keeping
the Aseptofill business running beside the integration projects and of taking
over the overall integration lead after the task forces had finished.

The task force teams combined the sales forces and tried to transfer
quality standards to the Aseptofill engineering and manufacturing areas.
Furthermore, CAD systems were introduced to Aseptofill engineering quite
quickly, which led to the departure of some engineers. These integration
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Figure 4.11 Value-creation opportunities pursued through the Aseptofill acquisition
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projects were highly resource- and time-consuming and resulted in neglect
of the daily business at Aseptofill.

Additionally, a new building for Aseptofill near to the original facilities
was planned – a project which also consumed the attention and availability
of the Aseptofill management and employees.

In parallel to the large integration effort, technological difficulties
appeared. It turned out that the machine delivered to Brazil had more tech-
nological problems than expected and the customers started to make claims
on their warranties. Reacting to this threat, a new R&D manager was intro-
duced to Aseptofill in December 2000. He initiated projects to improve the
already-delivered and currently developed and constructed machines. As
part of this product care project initial knowledge transfer between Fillpack
and Aseptofill was achieved.

Furthermore, the new R&D manager, and some other engineers also with
the CTO, identified technology-based value-creation opportunities in terms
of possibilities of transferring existing knowledge and technologies mainly
from Fillpack Cartonpack on filling technologies, sterilization and sealing
technologies to Aseptofill. However, these projects, defined in August 2001,
never really started as Aseptofill’s R&D was completely absorbed in getting
the machine running appropriately rather than improving it.

In parallel, a new order from a large customer was received, and while
constructing this new machine additional technical difficulties appeared
mainly due to different plastic bottle forms. Thus at the end of 2001
Aseptofill faced large technical problems which needed to be solved,
technological synergies which needed to be achieved (see Figure 4.13) and
deadlines to be met for machines that had already been sold. In this situation,
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Figure 4.12 Integration teams at the Aseptofill acquisition
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the corporate management noticed the difficulty Aseptofill was in and
ordered an immediate stop on sales and manufacturing in order to provide
time to redesign and re-engineer the product. To some extent Fillpack was
lucky that the PET market and especially the aseptic filling of PET bottles had
not developed as fast as previously expected. This was due to the general eco-
nomic downturn and difficulties in developing an appropriate PET barrier
required for the long-term storage of carbonated or vitamin C-containing
liquids in PET bottles.

As corporate M&A only kept track of the financial aspects of the integra-
tion, it was unaware of Aseptofill’s operational and technological problems.
Furthermore, Fillpack had acquired another much larger manufacturer of
plastic bottle-filling machines, Simson, which in 2001 had consumed the
more strategically oriented attention of the corporate M&A.

As a reaction to the problem, three new cross-divisional teams were
established (see Figure 4.14). The first team, a combination of Aseptofill and
Simson engineers, were given the task of improving Aseptofill’s filling tech-
nologies. The second team, comprising Cartonpack and Aseptofill employees,
was to improve the sterilization function of the Aseptofill machines and the
third team, staffed with people from Cartonpack, Simson and Aseptofill, was
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Figure 4.13 Trouble shooting and technological synergies at the Aseptofill filling
machine
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in charge of developing a completely new product generation with a modular
structure. The estimated duration of this project was approximately one year.

As Aseptofill at that time was part of the same division as Simson, the
cooperation was not difficult to achieve. The project between Cartonpack
and Aseptofill faced greater difficulties mainly because of cultural differ-
ences. Knowledge transfer was more on a voluntary base and thus Aseptofill
was shifted under the responsibility of Cartonpack, which gave rise to good
cooperation and knowledge transfer between the two business units.

In mid-2002 the opportunity arose to buy the Asbofill filling machines, a
competitor to Aseptofill’s filler. It was decided that instead of investing their
own engineering capacity of all three business units, Aseptofill, Cartonpack
and Plastics, in re-engineering the Aseptofill machine, buying a new
machine would be more appropriate. It was concluded that Aseptofill would
return to its original and profitable core business of non-aseptic filling
machines for yogurt and the like. A turnaround manager was assigned to
bring Aseptofill back to profitability.

A press release (see Figure 4.15) at the beginning of 2003 made a public
statement regarding the acquisition and its result. Additionally, some of the
workforce was dismissed in order to reduce the production depth. The com-
pany is now (Autumn 2003) structured under the division ‘Other’, indicating
that the operations are no longer a core business of Fillpack.

One major action following this acquisition was the foundation of
FillpackTec, a corporation that owns the technologies of all businesses
within Fillpack. This centralization of a technology pool and matching
coordination by the technology management team at Fillpack is designed to
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Figure 4.14 Joint development projects to transfer technologies and develop new
products
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support cross-divisional cooperation and thus to achieve inter-business unit
technology-based value-creation opportunities.

4.3.2.7 Interrelations, conclusions and discussions

The Aseptofill acquisition conducted by Fillpack can be characterized as a
relatively small friendly acquisition9 of a company with related customers
but a new and unfamiliar competence for Fillpack in a fairly dynamic market.10

The acquirer aimed to incorporate the competencies and to reap synergies
through integrating these within the upcoming product lines. However, the
pursued, planned and partly emergent technology-based value-creation
opportunities could not generate sufficient value.

The initial conditions of the acquisition were partly favourable to and partly
negatively impacting on technology integration and product developments.
On the one hand Fillpack had moderate acquisition experience and a
formalized M&A management and the acquisition fitted very well from the
strategic perspective. On the other hand there was a lack of technology-
based value creation potential. As it turned out in the course of the integra-
tion, the potential to jointly create value from products and technologies
was quite small compared to previous expectations. This was partly caused
by Aseptofill’s poor level of mastering its own technologies. This became
obvious from the large technical problems of the already-delivered
machines. Furthermore, as a result of the non-modular structure of the
aseptic filling machine, the underlying technologies were difficult to
combine. Last but not least the aseptic filling technology for PET bottles in
general turned out to be less attractive than expected, mainly due to its
dependence on appropriate PET barriers. As these barrier technologies were
still immature and very expensive, the market for aseptic filling for PET
bottles was still limited. Thus the effective technology-based value-creation
opportunities were more costly to achieve and not as attractive as initially
supposed. Additionally, Fillpack lacked sufficient background knowledge to
appropriately investigate the new competencies in the aseptic filling of PET
bottles. Furthermore, the specific human resources and management
attention required for integration were insufficiently available, especially
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Figure 4.15 Fillpack Holding’s press release, 28 January 2003
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as subsequent larger acquisitions were conducted shortly after the Aseptofill
contract was signed.

Another factor hindering technology-based value creation was the different
corporate contexts of Aseptofill and Fillpack. As was already noticed during the
due diligence, the cultural, organizational and business logic characteristics
greatly varied between the two companies. Aseptofill as a family-owned com-
pany was highly dominated by the patriarchal leadership style of the owner.
Furthermore, the organization and business logic were completely tailored
towards project business and existing customer contacts. The characteristics of
Fillpack as a large, professional-thinking manufacturing business were very dif-
ferent. Fillpack is attributed with its quite open communication and direct
leadership style, a functional organization within the different businesses and
a business logic tailored towards shareholder value and joint value creation.
These contextual differences between the two companies hindered communi-
cation, interaction and thus joint value creation. Statements such as ‘we were
talking in different languages’ often occurred during the interviews.

The strategy processes were very ambiguously managed. The acquisition
process was generally managed very well. The only pitfall was the shortcom-
ings within the technology due diligence. Technological maturity, attractive-
ness and combination ability were overestimated or poorly considered. The
CTO also remarked that he was highly involved in strategy building and
partly also the integration phase, but during the transaction phase his
involvement was quite limited. The integration was much less consistently
managed. In the beginning of the integration process the resources and peo-
ple were entirely focused on value creation and supportive projects, resulting
in neglect of sustaining the existing business. Furthermore, the abrupt tran-
sition from acquisition to integration process caused a lack of focus. The new
Aseptofill CEO was introduced to the company when the transaction
and especially the whole strategy-making process were already over.
Furthermore, the support from the corporate M&A was limited in the inte-
gration phase, as the team was already concerned with the next acquisition.
Thus the integration was not actively managed as a top-priority project but
became part of the daily business. Furthermore, it was reported that the lead-
ership style of the new CEO did not fit with the integration task, where a
strict and direct leadership style would have been more suitable.

The external developments, which were mainly the slower-than-expected
rise in the aseptic filling of PET bottles, were somehow positive for Fillpack,
as it was entirely covered by integration efforts and the product care for the
already-delivered products and thus a strong market growth would have
overextended Aseptofill’s abilities at that time.

4.3.3 Case 3: Phonak–Unitron acquisition

The Swiss Phonak Group, the fifth largest hearing-instrument manufacturer
in 2000, on 6 November 2000 announced the acquisition of the world’s
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seventh largest, Canadian-based hearing-instrument manufacturer, Unitron
Industries Ltd, for CHF 161 m. The deal was completed on 1 January 2001.
Phonak aimed to use this acquisition to gain access to the mid-range market
segment and to expand its geographic scope. The beginning of the integra-
tion of Unitron was marked by unexpected difficulties mainly due to an
overestimation of the technological competencies of Unitron’s suppliers and
problems with the low integration approach (for a timeline of the acquisi-
tion see Figure 4.16). In the course of the integration, operational and tech-
nology-based value-creation opportunities became more important and also
necessary to sustain the market dynamics. Thus this case shows the emer-
gence of technology-based value-creation opportunities and outlines the
lessons learnt from their results. Even though, over the following years,
technological synergies were achieved, the integration was marked by two
press releases describing losses due to the acquisition and integration of
Unitron of CHF 12 m and 75 million.

4.3.3.1 Initial situation

Phonak was founded in 1947 and since then has been in the hearing-aid
business. It is a company driven by technology and innovation, investing
around 6–7 per cent of its annual sales volume in its R&D unit. Before the
acquisition in 2000, Phonak employed 1,279 people, of which 511 were in
Switzerland. In fiscal year 99/00 the consolidated revenue was CHF 314 m,
with an EBIT of CHF 49 m. Phonak Holding included two business segments,
Phonak AG in Stäfa, Switzerland and Communications AG in Murten, also
in Switzerland. Phonak covered the Swiss and European as well as the North
American market with its primarily premium customer products, whereas its
stake in Asia was very small. Phonak’s product range mainly covers four
different groups: full digital hearing computers (Claro line), digital program-
mable hearing systems (PiCS, E-PROM, Astro), classical hearing systems
(Classica) and wireless communication (MicroLink, Watch Pilot).

Phonak competencies were in the digital and analogue technologies for
hearing devices. It differentiated itself through extensive capabilities in
designing and manufacturing the products, in developing the signal
processing software and the application-specific integrated circuit (ASIC).
Phonak has a tremendous manufacturing depth and know-how in acoustics,
medicine, physiology, and so on.

In 1999 the hearing-aid business was in a turbulent phase. Not only was
digital technology conquering the business but also a large industry consol-
idation was rapidly decreasing the number of large competitors within
Phonak’s business areas. Thus the Phonak management decided at the five-
year-planning meeting in 2000 to increase the current market share of about
8–9 per cent up to 20 per cent also by means of acquisitions. To reach this
market share Phonak could not stick to its traditional high-end market
segment but had to acquire a company in the medium and lower segment.
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Figure 4.16 Acquisition timeline of Phonak’s Unitron acquisition
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Additionally, an increase in geographic scope such as Asia would have been
a preferable match to the strategy agreed upon. Furthermore, another brand
could provide Phonak with greater flexibility in serving the overall market.
Thus at the end of the meeting each member of the management was
assigned the task of searching for potential acquisition opportunities. As
Phonak did not have a corporate M&A team, its acquisition and integration
capabilities were quite limited and inexperienced.

A few months later the CEO of the very successful Phonak USA,
Warrenville, Illinois (50 per cent of revenue is earned there) came up with
the idea of acquiring the Canadian-based Unitron Company.

4.3.3.2 The Unitron company

The 40-year-old Unitron Hearing is headquartered in Kitchener, Ontario,
Canada with operations in Canada, United States and Germany and a global
network of distributors. Unitron itself had acquired two companies, Lori
Medical Labs in August 1999, and Argosy in March 2000, which had not
been integrated by the end of 2000. Unitron employed around 600 people
and had revenue of around CAD 96 m (CHF 110 m) in 2000. Its worldwide
market share reached about 3.4 per cent with a strong focus on America and
also Japan.

Unitron had well-known and good branding as a stable though not highly
innovative company in the medium segment, with a minor investment in
R&D of about 3–4 per cent of its annual revenue. The company had a wide
product range and a new fully digital product, called Nexus, in its pipeline
which was designed to meet the demands of the upper segment. Production
of Unitron products was highly outsourced, thus production depth was not
very high. Unitron’s core competencies were in the development and
programming skills of an open fully programmable signal-processing platform
(Toccata) for hearing instruments. This development competence was spun-
out in a company called DSP factory, which allowed the marketing of the
technology platform, also externally, from Unitron. In addition, process and
product technologies could only partly live up to the profound capabilities
of Phonak.

Unitron recognized that it could not sustain its business with its short-
comings in technological competence and product pipeline in the long run
and thus hired a new CFO to make the company public – either via an IPO
or by being acquired. The owners of the company also agreed on this
proposal.

The CEO of Phonak USA recognized this situation and a first preliminary
meeting in Switzerland was organized in Spring 2000. The chairman and
CEO of Phonak Holding as well as the CEO and CFO from Unitron partici-
pated in that meeting. The meeting was characterized with mutual respect
and a friendly atmosphere. The CEO of Unitron summarized the situation by
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telling his CFO: ‘we had better do something with them, because we are not
going to beat them’.

4.3.3.3 The pre-transaction and transaction phase

The idea of acquiring Unitron Industries Ltd was positively accepted by
Phonak’s management. A second, two-day meeting took place in May 2000,
where the CEO of Phonak Holding, the CEO of Phonak USA and the Head of
R&D visited the company in Canada and in the US. They were informed in
more detail about the company and its future developments. After their
return, the Phonak CEO set up a project team consisting of himself, the USA
CEO, Phonak’s CFO and, on standby, the head of R&D and a senior expert
engineer (see Figure 4.17). The project, however, was managed on a demand
basis and information was shared mainly between the CEO of the Phonak
Holding and the CEO of Phonak USA. The overall acquisition strategy was
generally communicated with the following objectives:

● Develop a double branding business in order to approach all market
segments;

● Address low segment and the Japanese market;
● Realize market synergies through scale in volume of procurement.

Additionally, the head of R&D and the senior expert engineer visited
Unitron in Canada to conduct the technology due diligence; however, as
there had been no clear indication on the technology strategy within the
acquisition, the technology due diligence was organized more broadly. The
team investigated the strengths and weaknesses as well as the opportunities
and threats challenging Unitron. Furthermore, they identified several
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Figure 4.17 Acquisition team at the Unitron acquisition
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value-creation opportunities such as the shared use of skills and knowledge
in programming Toccata, the DSP factory, signal processor. They investigated
the upcoming products and contracts with DSP factory, the provider of the
Toccata platform. They came to the following conclusions:

● The upcoming Nexus product was almost finished;
● The underlying DSP factory Toccata technology might be a risk factor due

to its immaturity;
● The product portfolio was highly diverse and contained many old products;
● The cost structure of the assembly line was not sufficiently under control;
● The packaging and construction technologies were not state-of-the-art.

Despite the caveat that some technologies might be immature and that
technology-based value-creation opportunities can occur, these issues were
paid significant attention neither at the signing of the acquisition contract
nor at the integration planning. This planning was limited to the announce-
ment that the Unitron Company would be integrated with an arm’s-length
approach and only a few internal integration projects would be launched.
Furthermore, a slow and sensitive integration approach was to be pursued.

The signing was announced on 6 November 2000 and became effective on
1 January 2001.

4.3.3.4 The integration process

The integration process of the Unitron Company can be separated into three
different phases (see also Figure 4.16):

● The arm’s-length approach
● The restructuring phase
● The integration phase.

In a first step the CEO of the Phonak Holding, Phonak AG and Phonak
Communications took over the CEO position at the Unitron Company as
well. Organization-wise the Unitron Company became another division of
Phonak Holding without any boundary spanning structures to Phonak AG,
the sales organizations or Phonak Communications (see Figure 4.18).
However, due to the CEO’s limited time, the internal consolidation of
Unitron was managed and supported by the CEO of Phonak USA. He ini-
tially focused on consolidating and improving the Unitron Company as it
stood before starting to reap any operational synergies. Thus he improved
cost transparency in the assembly lines and introduced task force teams to
implement an existing ERP system and to consolidate the purchasing vol-
ume. Furthermore, he moved the two acquired companies in the US into one
new building and merged the three brands into one new one: Unitron
Hearing. These integration projects were conducted very quickly and in a
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straightforward manner which caused on the one hand frustration and
mistrust among the Unitron employees but on the other hand the realiza-
tion of initial market synergies. The employees complained about the way of
‘phonakizing’ them and the lack of training, support and communication
provided. This integration style and partial lack of leadership due to the
absence of the CEO resulted in Unitron’s loss of market share. Besides these
problems the launch of the first fully digital product Nexus, which was sup-
posed to come up for the acquisition investment, was delayed due to tech-
nical problems on the DSP factory Toccata platform on the supplier side and
other manufacturing difficulties. During this delay of about six months,
competition flooded the market with similar products. Thus the Nexus
product – introduced too late and still with technical problems – had never
really become a success.

At the same time Phonak in Stäfa noticed that the market for the medium-
range products had shifted drastically. Digital technology was being
launched even in lower-range products by the competitors, thus a product
for the medium segment with full digital technology was due within
18 months. This trend had been overlooked mainly due to the high involve-
ment of top management in integration issues. One manager described the
situation thus: ‘we had too many cooks and nobody served the food’. Thus
the idea came to use the supposedly cheaper DSP factory signal-processing
platform Toccata and Unitron’s open-platform programming skills and
knowledge to develop a new Phonak product for the mid-range market – the
Aero. The product concepts can be seen in Figure 4.19.

Due to the initial difficulties at Unitron, the employees had the feeling
that Phonak was taking their technology away and competitively intruding
on their market. However, due to a highly capable project manager who
came from Phonak but spent much of his time at Unitron, the resentments
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Figure 4.18 Initial organizational integration of Unitron
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Figure 4.19 Product concept of the Aero
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were reduced and cooperation was enabled; however, it remained difficult to
achieve due to a lack of boundary-spanning structures. Surprisingly this
project manager had not even had a great deal of technical expertise but he
was reported to be very good at managing and guiding people. The Aero
product was a Phonak product based on the DSP factory Toccata platform
and some software elements from former Phonak products. Software was
written in joint cooperation between Phonak and Unitron as only Unitron
had the competence to programme the DSP factory Toccata. However,
despite some improvements on Toccata, the platform was still having some
technical problems and functionality was partly suffering, so that the Aero
product initially was not a success. Only after some revisions did the product
become highly successful for Phonak. The Aero was launched in October
2001, the result of a very fast product development process that was, possible
only due to the shared new technology base of Phonak and Unitron.

After these first integration experiences, Unitron’s loss in market share, the
pitfalls of the Nexus product and some difficulties with the development of
the Aero product, the awareness rose that this at-arm’s-length integration
approach might not be as appropriate as initially thought.

Thus the second integration phase – the restructuring phase – emerged at the
end of 2001. It was initiated by the next product development project for
Unitron’s mid-range market – the Unison. This product was initially planned
for production by both companies; however, due to a large workload in
Stäfa, Unison turned out as a Unitron product. The project was launched by
Phonak USA’s CEO in line with the new integration strategy: ‘one kitchen – two
restaurants’. This integration, and also business strategy, emphasized the
focus on shared use of competencies and fostering innovativeness. The
Unison product should contain a new externally sourced signal-processing
platform due to the difficulties with the DSP factory Toccata platform.
Furthermore, the Unitron algorithms and the packaging which were already
developed and in use at Phonak should become part of the Unison product
(see product configuration Figure 4.20). This leveraging of the packaging
implied that not only product technologies but also process technologies
such as CAD systems needed to be leveraged. The new awareness of tighter
cooperation resulted in shifting three top engineers from Stäfa to Unitron to
support the interface between designing and constructing Unison and
adapting and manufacturing the packaging in Stäfa. The Unison product
was launched in June 2002 and became a great success for Unitron.

During the product development project another drastic change marked
the shift to this restructuring phase. The former CEO of Phonak USA became
CEO of Unitron in Spring 2002, replacing the CEO of Phonak Holding who
was seriously engaged in Switzerland, at this position, Phonak employees
regretted this move but management admitted: ‘At that time it was either
sacrifice of the head of Phonak USA or losing the whole Unitron Company.’
This new CEO of Unitron, as an American and expert in the hearing-aid
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Figure 4.20 Product configuration of the Unison
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business, managed the turnaround of Unitron and filled the leadership gap
from which it had suffered the previous year. Another indication that the
integration was attaining more attention was the official press release noting
the previous difficulties: Phonak released the required one-time restructur-
ing costs of CHF 12 million related to the Unitron integration and a revision
of the overall EBITA which accounted for only 70 per cent of the original
forecast. However, from then onwards the integration became tighter and
was mastered in a Phonak-mindset.

Another change in Phonak, the assignment of a new CEO of Phonak
Holding in October 2002, replacing the former CEO, brought another push
to the integration of Unitron and thus initiated the third tighter integration
phase. The new CEO of Phonak Holding publicly addressed the existing
challenges faced by Phonak and Unitron together and he urged for an even
tighter organizational integration, for example the establishment of shared
services and a systematic approach for identifying and reaping technological
synergies. Also future products, such as the Perseo and Conversa, integrate
technologies from the merged resource base and can thus best serve specific
market needs. To finally overcome the integration issues another write-off of
CHF75 million, equal to about one-half of Unitron goodwill, was announced.
This open step and the upcoming gains in market share due to the Unison
product were rewarded by the stock exchange after announcement of a jump
by 15 per cent.11

4.3.3.5 Interrelations, conclusions and discussions

Now the question arises of what can be learned from this case to improve the
understanding of technology-based value creation in corporate acquisitions.
The discussion will be guided by the relevant aspects identified within the
state of the art in theory.

Generally the Unitron acquisition can be described as a friendly, relatively
large acquisition of a closely related company, a direct competitor with a
complementary market share and partly similar and also supplementary
technologies. The acquisition took place in a highly dynamic marketplace,
and the technologies finally leveraged and exchanged can be characterized
as key technologies. Interestingly technology-based value creation was not
pursued initially in the acquisition but emerged as an important and partly
necessary source of value creation. Technologies were mainly leveraged to
launch new innovative products. Resource deployment, however, happened
only at the transfer of the manufacturing of Unitron’s packaging to Phonak.
More in-depth transfer and efficient deployment of technologies was initi-
ated only in the beginning of the third integration phase by a tighter orga-
nizational integration pushed by the new CEO in 2003.

The initial conditions of the acquisition can be described as quite favourable
and conducive to technology-based value creation. Unitron was a very good
general strategic match as well as a good technology-strategic match. It gave
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Phonak the opportunities to internalize knowledge on programming a fully
open digital signal-processing platform in addition to its knowledge with its
proprietary systems. Furthermore, the two companies had quite similar orga-
nizational, cultural and dominant business logic contexts. Unitron was
described as more agile and faster in decision-making; an aspect which was
honoured and respected by Phonak management. Thus contextual aspects
did not hinder the integration progress and technology-based value cre-
ation. Only the lack of acquisition experience and of a formalized M&A sup-
port resulted in a non-integrative and non-holistic acquisition and
integration process. Furthermore, Phonak at that time did not feel the urge
to drastically change itself in the course of the business, an aspect which
now in 2003, while Phonak is in the course of strategic and cultural change,
is regretted. It was said that Phonak, while giving Unitron a new start to sur-
vive in its future, missed the opportunity to change accordingly. Another
lack of initial conditions was the less-than-attractive technology potential of
Unitron, especially due to the problems with the spin-off of DSP factory and
bought-in Toccata platform. Thus the technologies were only partly attractive
and not sufficiently mastered.

The acquisition and integration processes did not follow a standardized pro-
cedure and thus were marked by some shortcomings. One main difficulty
was that the processes were not managed in a very integrative, systemic and
holistic way. Thus only a few people knew about the strategies, and were
involved only sporadically. Furthermore, integration planning was barely
addressed during the acquisition phase. The technology due diligence was
well mastered and even hinted at the potential technical problems but, how-
ever, these were paid insufficient attention later on, probably because the
technology aspects were barely integrated into the overall acquisition
decision-making process. The integration process, as described with three
phases, made it obvious that technology-based value creation requires a
strong leadership, some extending of organizational boundaries, trust-building
phases and job rotations or people transfer. Furthermore, the restructuring
phase managed by the CEO of Phonak USA applied a very direct approach
that was not supported by change-management measures such as extensive
communication, training and the like. These tough, however partly necessary,
actions created mistrust within the Unitron company which had a direct
effect on the technology-based value creation.

The external developments also had an important impact on technology-
based value creation. Due to Phonak’s focus on the integration task, the
external developments were overlooked and the rapid shift in market was
recognized almost too late. Thus on the one hand these external develop-
ments pushed Phonak behind the competitors and had a very negative over-
all effect, while on the other hand the subsequent urge to launch a new
product in a very short time fostered joint product development projects,
cooperation and finally trust building. Thus in this case the external
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developments gave rise to reaping synergies, therefore it seems that pressure
from outside helped to meld the companies together.

This case is a good example which shows the interrelation between acqui-
sition type, initial conditions, external developments and strategy processes.
Only if all play in accordance and support each other can technology-based
value creation be achieved.

4.3.4 Case 4: Unaxis–Plasma-Therm acquisition

The Oerlikon Bührle Group (OBH) announced in December 1999 its inten-
tion to acquire Plasma-Therm, Inc., a manufacturer of semiconductor equip-
ment in St Petersburg, Florida, US. After receiving clearance from the
regulatory authorities, the deal closed on 7th of February 2000. Oerlikon
Bührle acquired 95 per cent of Plasma-Therm’s 11,252,311 issued shares at a
price of $12.50 per share, which amounted to approximately USD 150 m.

The acquisition was in line with OBH’s strategy of strengthening its
position in the semiconductor equipment business. The companies comple-
mented each other regarding market access and technological competencies.
However, due to integration problems and a rapid market growth the
technology-based value creation objectives were quite delayed. In general
the acquisition created high-value creation potential but, however, this
potential could not be fully exploited for several years (for the acquisition
timeline see Figure 4.21).

4.3.4.1 Initial situation

OBH Holding, renamed Unaxis Group in early 2000, has a multifaceted his-
tory. Founded in 1906 it pursued a diversification strategy resulting in a com-
pany employing 37,000 people in 1980 and manufacturing a variety of
products ranging from aeroplanes, optical elements, shoes and weapons to
mortgage services. A shift in strategy towards a stronger focus on thin-film
technologies initiated several divestitures until 1999 and is partly still ongo-
ing. Additionally, Unaxis strengthened its competencies via acquisitions in
the high-tech sector, such as the acquisition of the Leybold Company spe-
cializing in vacuum technologies.

In 1999 Unaxis consisted of three main segments (see Figure 4.22).
Furthermore, it held an equity stake of 26.9 per cent in ESEC and owned
additional small companies. The focus of this case lies on the information
technology segment and in particular on the semiconductor business unit.

The semiconductor unit within the IT division already had a quite long
history. It became independent in 1992. In 1999 the unit had revenue of
CHF 83 m, an increase of 12 per cent from the previous year. The unit devel-
oped, designed, manufactured and sold equipment for the semiconductor
industry. It mainly focused on certain niche markets within this highly
competitive field: these were niches in the semiconductor front-end market,
the telecom and sensor market, often also referred to as compound market,
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Figure 4.21 Acquisition timeline of Unaxis’s Plasma-Therm acquisition
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and the packaging market. All products sold within these markets were con-
cerned with the deposition and removal of materials on wafers. They were
engineered and manufactured at two different sites in Switzerland and
France respectively. In Trübbach, where the headquarters of the unit was also
located, cluster machines called CLC 200 and CLC 300 were produced. These
high-end and large-scale machines could be used for various applications for
all three markets. Furthermore, batch machines12 such as the LLS EVO, the
BAK and the Sirius machines, were produced for other specific applications.
The main competence of the engineering division in Trübbach lay in the
sputtering technology also referred to as PVD (physical vapour deposition)
(see also the innovation architecture in Figure 4.23). Furthermore, the engi-
neers in Trübbach mastered the CVD (chemical vapour deposition) technology
for applying SiGe, a material mainly used in the semiconductor front-end
market. The second engineering and manufacturing site was located in
Grenoble, France. It was an acquisition of a stake of the Nextral company.
Nextral also manufactured equipment for the semiconductor industry, but
was focused on the compound segment. These machines, called NE and ND,
were much smaller than the CLC machine and followed a batch process. The
machines were based on the PECVD (plasma-enhanced chemical vapour
deposition) technology. Furthermore, these systems were based on the
Plasmabox a highly specialized process module patented by Unaxis. In addi-
tion, Nextral developed the soon-to-be-launched Quadra system, a small
cluster machine.

The semiconductor (SC) unit was structured according to markets in front-
end products, telecom and sensors, and packaging. Each of these units con-
sisted of its own sales, manufacturing and engineering function, following
the market orientation emphasized by the CEO of the Unaxis Holding.

Besides the semiconductor unit another part of the Unaxis company
played an important part in this case study. The Leybold company, acquired by
Unaxis and partly located in Alzenau, Germany, developed and manufactured
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Figure 4.22 Unaxis’s organizational structure in 1999
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Figure 4.23 Rough innovation architecture of the SC unit and Leybold’s magneto business
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equipment for the magneto market (products such as Corona, Topaz,
Cyberite), and the hard disc market (products such as Circulus M Series,
Emerald Series). These products for the magneto market were based on PVD
and IBD (ion beam deposition) technology.

In 1998 one board member of the Unaxis Holding changed and initiated a
stronger focus on the semiconductor business unit. As a consequence, the
consultancy Bain & Company was hired to support the process of finding
growth opportunities to strengthen this business. As a first step Bain &
Company outlined the upcoming trends, such as an increasing demand for
specific chips for digital camera or mobile phone applications, new tech-
nologies and a strong industry consolidation. Furthermore, they developed
four growth options, such as:

(1) Maximizing the existing core business;
(2) Adding a neighbour niche within the thin-film technologies;
(3) Entering the mainstream market within the thin-film business;
(4) Entering non-thin-film related applications.

The four options were analysed and diligently compared. The concluding
recommendation was to stick to the quite profitable niche markets within
the semiconductor industry and to add other, however related, thin-film
technologies and competencies. Figure 4.24 provides an overview of the
thin-film-related areas within the niche market of the Unaxis semiconductor
business. Thus the semiconductor management was assigned the task of
screening for potential acquisition candidates. Unaxis at that time did not
have a corporate M&A team or an established acquisition process.

Very soon the Plasma-Therm company was identified as a potential acqui-
sition target by the SC’s CEO. This company was not new to Unaxis. On the
one hand it had always been viewed as a potential strategic acquisition tar-
get, although there was no focus to grow in the semiconductor segment at
that time, and on the other hand one business unit manager of Leybold was
a member of the board of Plasma-Therm.

4.3.4.2 The Plasma-Therm Company

Plasma-Therm, founded in 1975, was also engaged in the design and
production of thin-film etching and deposition manufacturing equipment,
although for partly different applications and markets compared to those of
Unaxis. The company’s headquarters was located in St Petersburg, Florida, US.
In 1999 the sales volume reached CHF 61 m, a decrease of 17 per cent from
the previous year, caused by the worldwide downturn in the semiconductor
equipment industry in 1999. The company employed 186 employees of
whom 148 were located in Florida and of these 42 were engaged in the
R&D unit. Plasma-Therm was serving four different markets: optoelectronics
and telecommunications, MEMS (micro-electronic mechanical systems),
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Figure 4.24 Thin film-related competencies within the semiconductor value chain

Thin film-related

SC back-end

Steppers

Track

Masking
lithography

Other

Dry etch

Automated
wet
stations

Chemical
mechanical
polishing

Dry strip

Spray process

Other clean
process

Non-tube
reactor
CVD

Sputtering

Tube CVD

Silicon epitaxy

Other
deposition

Diffusion

RTP

High current
implant

Medium
current
implant

High voltage
implant

Patterned
wafer
inspection
CD-SEM

Thin film
measurement

Auto review
Autonomous
patterned
detection

Other

Factory
automation

Other
equipment

Packaging

Wire bonder

Die bonder

Flip chip

Integrated
assembly

Other
equipment

Removal Deposition Diffusion
RTP

Ion
implantation

Process
control

Other
front-end

Back-end
equipment

Lithography/
track

SC front-end

Bold: mastered by Unaxis

Semiconductor value chain



data storage and especially photomasking. Plasma-Therm served these mar-
kets with mainly three machines: the small 700 Series, which could be used
for small R&D applications only; the Shuttlelock machine, also tailored
towards R&D applications; and the medium-sized Versalock, designed to
serve the needs of industrial applications within the four markets. The
core technology of Plasma-Therm was PECVD technology, which was
used to deposit non-silicon materials on to wafers for various applications.
Additionally, it excelled through various other complementing technologies
such as etching technologies (RIE – reactive ion etching, ICP – inductively
coupled plasma,) or HDP (high-density plasma).

Plasma-Therm had partly very similar customers to those of Unaxis,
especially within the compound areas; however, Plasma-Therm’s focus was
more within the US. Furthermore, the technologies were highly comple-
mentary as Plasma-Therm provided machines to etch the masking for
lithography while Unaxis was more focused on subsequent steps within
the value-chain (see Figure 4.24). Additionally, Plasma-Therm’s technologies
were highly attractive and new, for example the CVD technologies were to
partly replace the sputtering technologies.

Due to the crisis within the semiconductor industry, the owners of Plasma-
Therm wanted to sell the company. This seemed to be a perfect match
between Unaxis’s and Plasma-Therm’s intentions.

4.3.4.3 The transaction phase

Generally the transaction phase can be divided into two phases: whereas
the first lasted from February to October 1999 and was concerned with
strategic and technological aspects, the second phase lasted only during
November and December and was concerned with legal, financial and tax
issues.

On 17 February the CEO of the SC division first visited Plasma-Therm in
Florida. When he returned he set up an acquisition team to pursue the
acquisition of Plasma-Therm. The team consisted of the SC CEO, a project
coordinator, an M&A expert and consultants from Bain & Company.
Additionally, a steering committee was set up to accompany the acquisition,
consisting of the Unaxis Holding CEO, the SC CEO and some people from
the controlling department. The objective of the acquisition was to gain
access to the technological competencies of Plasma-Therm and particularly
to the engineers. Furthermore, the acquisition could help the semiconductor
division increase its market share in the US and achieve a critical size to gain
increasing power and work with scale effects.13 The acquisition process was
well guided by Bain & Company (see Figure 4.25).

During the summer of 1999 the acquisition team of Unaxis visited
Plasma-Therm twice. The Plasma-Therm company was introduced and
visited, the strategy was challenged, the key people were identified and
the technologies were investigated. As a result of this more strategic due
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Figure 4.25 Acquisition process of the Plasma-Therm acquisition
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diligence, Unaxis found out that:

● Plasma-Therm intended to enter the Unaxis PVD-technologies;
● Several technology development projects were ongoing;
● Plasma-Therm intended to build a new building;
● The cultures of Plasma-Therm and Unaxis matched very well.

The investigations were concluded with the financial business model, which
evaluated the value-creation opportunities (see Figure 4.26).

During November and December the lawyers, financial experts and others
conducted their due diligence. During this time Bain also made some
proposals for the post-merger acquisition phase – the integration and its
planning. They recommended consolidating the technologies into centres of
competence. Furthermore, they recommended a quite fast and direct inte-
gration approach. This was in line with the intentions of the semiconductor
unit, especially as Unaxis had negative experiences from not integrating
acquired companies. The CEO of Unaxis Holding said accordingly: ‘If we
cannot fully integrate a company, then we don’t buy it.’

However, when Bain left the project, by the end of November, the integra-
tion planning was neither detailed nor fully outlined.

4.3.4.4 The integration process

The integration was initiated by the kick-off meeting on 4 January 2000. The
SC CEO established eleven integration teams, one core team and also a steer-
ing committee. All teams comprised people of both companies equally.
These teams were assigned the tasks of establishing joint sales forces, restruc-
turing the organization, retaining the key people, and so on (see
Figure 4.27). The headquarter of the Unaxis semiconductor unit was trans-
ferred to St Petersburg, Florida and the SC CEO replaced the former CEO of
Plasma-Therm, who had to leave for personal reasons. Furthermore, the
organizational structure of Plasma-Therm, which had only one centralized
R&D unit, was adapted towards the Unaxis organizational design which was
characterized by a very strong customer focus and thus a decentralized R&D
organization. The integration was done in a very cooperative and gentle way.
This was justified by the perfect match between Unaxis and Plasma-Therm
and the willingness of the Plasma-Therm employees to be bought by Unaxis.
However, this initially very promising approach (most of the integration
teams were finished within eight weeks) also had its disadvantages, espe-
cially with the integration of the two different SAP systems. The negotiations
and discussions hindered the SAP integration, and enthusiasm about the
acquisition soon turned into frustration. Furthermore, the soft and distant
integration of the business processes resulted in unclear interface between
the operations and within the organizational structure itself, which also hin-
dered daily business, interaction and communication. Within this phase, the
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Figure 4.26 Value-creation opportunities in the Plasma-Therm acquisition
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Figure 4.27 Integration teams of the Plasma-Therm acquisition
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economy started to take off again, thus all resources were engaged with
satisfying immediate customer needs. Thus technology integration could
not take place within this first integration phase of approximately eight
weeks.

After this initial integration and consolidation effort, the technology
integration phase started. However, as the SC CEO was bound between two
locations in Florida and Trübbach and the immense workload persisted,
technology integration became quite difficult. Furthermore, the strict
market-oriented organizational structure within the unit hindered technology
transfer and cooperation.

In a first step towards transfer the complementary, joint assets of the
Leybold part, located in Alzenau, and Plasma-Therm had to be reduced. This
project came up about three-quarters of a year after the acquisition in
autumn of 2000.14 It was decided that the magneto business in Alzenau,
which was not running very well at that time, had to be moved to Florida.
This transfer was done in two steps. First of all the machines and the people
were transferred, whereas the most important engineers could be retained
and then transferred later. Furthermore, the head of the magneto business in
Alzenau became the head of this merged business at Plasma-Therm. The sec-
ond step in this transfer was product and technology integration. In the
beginning, the products were aligned and afterwards a completely new and
joint product line was initiated based on the merged technology platforms.

The subsequent technology integration project aimed to reduce the redun-
dancies between the new Quadra machine from Grenoble and the Versalock
and also the 700 Series from Plasma-Therm by merging them on one joint
platform. The machines were medium-sized and aimed for the compound
market, Furthermore, they were partly based on the same technology: PECVD.
However, the management at Grenoble resisted this effort. Therefore Unaxis
decided to buy the remaining stake of the Nextral company in order to gain
full control and achieve the merged platform. This legal transaction,
however, took more than one year – until summer 2000. Finally, another
ex-Unaxis employee became head of the Nextral company and facilitated
the technology integration. This delay was the main factor among the
reasons why the technology integration between Plasma-Therm and Unaxis
was achieved only at a very late stage. However, when the Nextral was finally
fully bought, another idea had already come up. The idea was to merge
several medium- and large-scale products on the same unified platform.
Whereas the second integration project to merge the Quadra machine with
Versalock never took off, this unified platform project became the main,
third technology integration effort.

The first idea to develop a new product platform for several machines from
the diverse locations within the new Unaxis semiconductor unit came up in
mid-2000, when the project coordinator tried to match the different
markets, products and technologies. However, due to the legal issues with
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Grenoble, the development project was postponed until spring 2001. The
objective of the unified platform project was mainly to reduce cost by basing
several machines on the same modules and thus increase standardization,
lower maintenance and purchasing costs, and reduce manufacturing
expenses. Furthermore, a unified interface to the customer in all machines
would increase the proposed value. Thus the Unified Platform should be a
combination and consolidation of the Clusterline so far produced in
Trübbach, the Versalock, the main machine of Plasma-Therm, the Cyberite
machine from Alzenau and the Quadra machine of Nextral.

The project was headed by the Plasma-Therm head of manufacturing. He
distinguished between software and hardware teams and assigned tasks on
the product module level (see Figure 4.28). One of the main aspects was the
definition of the core element of the Unified Platform, the handler in
the middle of the system and the software which steers this central part and
controls the decentralized modules.

All machines that had to be integrated were so far based on different
handlers; whereas Plasma-Therm had one in-house-made handler, Unaxis
based the CLC machines on the Brooks platform bought externally. Very
soon it was decided that the main handler would be the Brooks system and
that common software would be used.15 So far the machines had been based
on quite similar software; however, different versions were applied which
made the direct integration quite complicated. The software teams from
Trübbach and St Petersburg could work together quite well, especially as they
knew each other already from a conference in Hawaii. The hardware teams
had to struggle with the interfaces between the handler and the different
modules. All engaged units and people demanded different requirements
from the system and thus conflicts of interest appeared. As the project man-
ager did not have any boundary-spanning power to easily consolidate the
different opinions, the project was often led in an unassertive way and thus
did not proceed very rapidly.

Besides the slow technological integration, the economic upturn experi-
enced during the first phases of the integration turned into an extensive
downturn and Unaxis was forced to lay off some of the workforce. Even
though Plasma-Therm was bought mainly because of its excellent compe-
tencies, it was mostly people in St. Petersburg who were dismissed, whereas
in Trübbach the workforce remained practically intact. Furthermore, an
employee survey in St Petersburg showed that motivation and enthusiasm
were very low, probably also the result of the continuous absence of direct
leadership. These alarming developments attracted the attention of the
Unaxis management and initiated several changes within the semiconduc-
tor division from the summer of 2001 onwards. Plasma-Therm was assigned
a new COO.16 Furthermore, the engineering divisions within the semicon-
ductor units became more centralized, which immediately facilitated tech-
nology integration. Additionally, at the beginning of 2002, Plasma-Therm
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Figure 4.28 Modular structure of a Unified Platform product
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got a new head of engineering, who took over the Unified Platform project,
and additionally a CTO, who was in charge of facilitating boundary-spanning
cooperation and technology integration. As the new head of engineering
was also part of the management team, the different requirements and inter-
ests of the various units and locations could be managed more directly and
easily. From then on the technology integration and thus the Unified
Platform project became very high priority and proceeded more quickly.

A detailed roadmap of the projects was developed and the effective deploy-
ment of the technology groups was achieved (see Figure 4.29). Finally, the
various technological redundancies could be abolished and centres of com-
petence could be established. Whereas the engineering and manufacturing
in Trübbach now excels through its knowledge within the semiconductor
front-end market and accordingly masters the PVD and CVD for SiGe tech-
nologies, the engineers in Plasma-Therm have now centralized all knowl-
edge within the non-silicon, compound, magneto and photomasking areas.
Alzenau was completely transferred to St Petersburg and Grenoble became
like a satellite to Trübbach. After this redeployment of capabilities and the
platform development project, the product development projects took off
and the innovation rate rose. For example, the new Shuttleline was launched
in March 2003 and the new Versaline followed in Autumn 2003. These suc-
cesses would not have been possible without the deployment of the joint
technology bases of Plasma-Therm and Unaxis Semiconductor. Furthermore,
joint innovation processes and more profound IP management were estab-
lished. The integration effort will be finalized by the new head of the semi-
conductor division whose position became effective in May 2003.
Additionally, a corporate M&A team was established which would support
the acquisition process. This team, consisting of five persons in 2002, is sup-
ported by the corporate CTO especially to validate the soundness of the tech-
nological competencies and patents of the target. This corporate M&A team
is so far not involved in the integration phase and entirely focuses on the
appropriate proceeding within the acquisition process.

4.3.4.5 Interrelations, conclusions and discussions

What interrelations between the technology integration and other aspects
within the acquisition and integration can be found?

Generally the acquisition can be described as a friendly, fairly large acquisition
which allowed the internalization of complementary, supplementary and
partly redundant technologies and the access to a larger geographic scope
of the existing customer base. The acquisition took place in highly turbulent
times within the semiconductor and semiconductor equipment industry.
The acquired competencies were pace-maker and key technologies and thus
increased the technology potential of Unaxis.

Most of the initial conditions before the acquisition pointed to a very promising
result. The lack of a formalized M&A team and much acquisition experience
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Figure 4.29 Rough roadmap of the Unified Platform
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was abrogated by the presence of the consultancy Bain & Company which led
the acquisition process very well. Furthermore, Unaxis was highly familiar
with the technologies and partly even with the employees of Plasma-Therm
and thus it was equipped with sufficient absorptive capacity to assess and inte-
grate the acquired competencies. Also, from the strategic perspective, Plasma-
Therm fitted very well with the growth, business unit and technology strategy.
The PECVD technology was an especially attractive buy-in. Thus the value-
creation potential to reap resource deployment and also innovations was quite
large. The only hindering characteristics of the two companies were that there
seemed to be a perfect contextual match between the two companies which
reduced the sense of urgency during the integration phase. Thus a very good
match in organizational characteristics, company culture and dominant busi-
ness logic falsely implied that integration would proceed very easy. Furthermore,
even though the semiconductor unit showed willingness to change itself by
transferring the business unit headquarters to St Petersburg, the leading man-
agers were permanently moving between Florida and Switzerland. This lack of
direct leadership influenced the whole integration process and thus also the
technology-based value creation.

The main impact on technology-based value creation within the Plasma-
Therm acquisition rooted from the process design of the acquisition and inte-
gration process. The acquisition process was well mastered due to the support
of Bain & Company. Within the due diligence only were some IP-related
issues not identified which finally caused the discontinuation of one product;
however, generally no technology-related surprises occurred after the acqui-
sition. The integration process was not so well conducted. The cooperative
and soft integration behaviour especially in the beginning, when changing
the company structure and the supporting systems, resulted in time delays
and confusion. Furthermore, the lack of direct leadership during the tech-
nology integration phase caused long negotiations and a lack of value
creation. The establishment of boundary-spanning structures, such as a
more centralized R&D organization and one new head of engineering as well
as a new coordinating CTO, facilitated technology transfer and cooperation
and thus technology-based value creation.

The external developments played a dual role within the acquisition. In the
first integration period the drastic increase in demand helped to make the
acquisition a financial success quite soon after closing; however, technology
integration could not be pursued due to a lack of resources. In the subse-
quent phase, when the economy abruptly slowed down, time was provided
to redeploy the technologies and develop the new product platform.

Therefore again this case shows the close interrelation between acquisition
type, initial conditions, external developments and the strategy processes. It
can be inferred that technology-based value creation requires clear direction
and leadership, direct strategic attention, boundary-spanning structures and
the appropriate external pressure but also some slack. Furthermore, a soft
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integration approach in the first phase of the integration does not ensure the
required environment for technology-based value creation.

4.3.5 Case 5: Starrag–Heckert acquisition

The manufacturer of high-tech five-axe milling machines, Starrag, located in
Rorschacherberg at Lake Constance, Switzerland, acquired the German-
based Heckert on 1 August 1998. Heckert was engaged in the engineering,
manufacturing and sales of four-axe milling machines and mainly supplied
the automotive and land-machine markets. The acquisition offered both
companies the opportunity to reposition themselves within the changing
industrial environment. In the course of the integration, the conjoined
companies excelled in merging their technologies and in adopting a new
product platform strategy which allowed them to reap extensive technology-
based synergies in terms of reduction of production costs and an increase in
innovativeness. In addition, the companies could achieve cost reductions
through scale effects within purchasing and sales. The successful technology-
based value creation was made possible by the profound strategic and techno-
logical fit of the two companies and the direct, supported, boundary-spanning
integration approach (for the acquisition timeline see Figure 4.30).

4.3.5.1 Initial situation

Starrag was founded as the Henry Levy factory in 1897. At that time the com-
pany produced threading machines for stitchery businesses. After the severe
crisis in the textile industry, the company started to focus on machine tools
and soon focused on milling machines.

In 1998 Starrag employed around 400 people with revenue of approxi-
mately CHF 70 m of which 10–12 per cent was invested in R&D. Starrag was
concerned with the engineering, manufacturing and sales of blade-milling
machines, machining centres and flexible manufacturing systems for the
aviation and aerospace industry, the generation plant and turbine industry
and manufacturing businesses for tools and forms on a worldwide scale. It
sold high-end five-axe machining centres (ZS, ZT Series) and blade-milling
machines (NX, HX) to enable their customers to mill blades, blisks, turbines,
impellers, and engine and structural parts. The machines were based on key
technologies and were highly adaptable to customers’ needs. Starrag excelled
through offering a whole package as a complete solution for the customers,
covering the machine, the CAM – software,17 special milling tools and
related technology. Starrag was organized according to functions and could
be characterized by a quite conservative and traditional culture.

In 1998 Starrag was challenged by a change in industry needs (see
Figure 4.31). Customers increasingly demanded smaller and cheaper
machines. Furthermore, the existing product portfolio of Starrag came to the
end of its life-cycle and the product pipeline was empty. Thus strategic
decisions about which direction to pursue were due, however, not taken.
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Figure 4.30 Acquisition timeline of Starrag’s Heckert acquisition
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At the beginning of 1998 a new CEO was assigned to lead the Starrag AG. His
task was to guide Starrag away from the upcoming crisis. It was clear to him,
and he communicated this strongly, that Starrag had to access the medium
segment of the industry and had to increase its focus on the service business;
however, he knew that it would be difficult to transform a high-end ‘Rolex’-
type company into a performer within the middle-range sector: as a
‘Swatch’-type company.

At the same time the Heckert company was in the middle of its receivership
searching for potential buyers supported by the consultancy Roland Berger.
As Starrag’s CEO had good contacts within the industry and also with former
East Germany, he knew Heckert quite well and proposed to his management
team that they buy it in spring 1998.

4.3.5.2 The Heckert company

Heckert GmbH, headquartered in Chemnitz, Germany, has for a long time
been an important player in the milling machine market. It was founded in
1885 as a bicycle producer, in 1934 it was already the largest milling machine
producer in Europe, and in 1973 it manufactured 2,500 milling machines. In
1998 Heckert employed 380 people with revenue of approximately CHF
90 m and an R&D investment rate of 5–7 per cent. The company had been
bought in 1993 by Traub but this acquisition was quite unsuccessful and
resulted in a new founding of Heckert in 1997. In 1998 it had to go into
receivership and searched for a potential buyer in spring 1998.
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Figure 4.31 External developments within the Starrag markets
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Heckert manufactured four-axe milling machines for the mainly German-
based middle-range segments of the automotive, land-machine, production
technology and engineering industry. With its products, the CWK line, it
enabled the milling of gearboxes and parts as well as castings and other
machine parts. Heckert excelled with highly competent engineers, cost-
efficient engineering and manufacturing by keeping a very high-quality
standard. Its machines were quite new and the pipeline was filled with new
developments such as the SKM machine and the CWK 630D. Heckert was
organized according to functions. Its culture was influenced by former East-
European structures such as strong labour unions, medium sense of urgency,
and so on. Due to its poor and disappointing last years, Heckert’s employees
were quite suspicious about upcoming changes; however, they knew that a
change was the only way to keep the company running.

4.3.5.3 The acquisition process

Due to the short notice regarding Heckert’s willingness to be bought in
the beginning of June 1998, Starrag did not have much time to investigate
the target or prepare the integration. The information memorandum was the
main basis for the management team to briefly identify synergies and verify
the strategic fit. The product lines complemented each other very well, as
Heckert mainly covered the lower segment (see Figure 4.32). Furthermore,
the acquisition supported Starrag in its business strategy to access the lower-
range segment and to reap scale effects through growth. Additionally, the
market segments did not really overlap and thus provided a good basis for
achieving market and scale synergies. As Starrag’s CEO was already quite
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Figure 4.32 Fit of product portfolios between Starrag and Heckert
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familiar with the Heckert company, products and competencies and as these
were highly similar to Starrag’s competencies, a technology due diligence did
not seem necessary.

Starrag’s management identified potential value-creation opportunities in
four fields: sales and marketing, purchasing, R&D, and manufacturing and
assembly (see Figure 4.33). Interestingly Starrag expected the technology-
related knowledge transfer to occur mainly from Starrag to Heckert and not
the other way a round. Thus Starrag was not that much aware of the huge
technology-based value creation potential which could be derived from
transferring Heckert’s engineering know-how to Starrag.

The signing of the acquisition was done at the end of June 1998, which
resulted in an acquisition process of merely two to three weeks. During the
closing phase in July, Starrag’s CEO asked one of his former colleagues from
Germany to interview all 380 Heckert employees, in order to identify 190
people who should stay with the new merged company, and additionally
organized jobs for 90 people at another company who bought a small stake
in Heckert. The remaining 100 people had to leave. These interviews were
aiming to establish a competent and cooperative team at Chemnitz, which
would closely work together with and also represent Starrag’s mindset. On
the first of August 1998 the acquisition was closed.

4.3.5.4 The integration process

On the second of August, Starrag’s CEO and Starrag’s head of Operations and
Logistics (O&L), who was responsible for not only the whole R&D but also

90 Mastering the Acquirer’s Innovation Dilemma

Figure 4.33 Expected synergies from acquiring Heckert
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manufacturing and other operations, travelled to Chemnitz and immedi-
ately took over operations. Whereas the head of O&L was initially assigned
to support the CEO, it soon became clear that the head of R&D at Heckert
needed to be replaced and thus the head of O&L took over both R&D sites.
The objective was to bring Heckert back on track, to jointly approach the
middle- and upper-market segments with an enlarged product portfolio, to
increase the overall customer focus and to reduce the production depth at
Starrag. The CEO and head of O&L pursued a very committed, strict and
direct integration approach. For more than five months they spent a good
deal of their time in Chemnitz, made quick decisions about change and
supported the integration efforts by extensive communication. Furthermore,
they invited the Heckert employees to visit Starrag at the Rorschacherberg.
The individual teams introduced their work to each other and had the first
opportunities to discuss potential synergies. Furthermore, the informal get-
together in the evening also helped to break the ice between the two
companies.

Besides the integration efforts at Chemnitz, the management and
subsequently also several employees of Starrag held workshops on their own
strategic reorientation and need to change towards a middle segment player
partly away from their upper niche markets. These change efforts in
Rorschacherberg and the direct integration leadership and efforts in Chemnitz
together promoted the effective merging of the two companies.

From the organizational point of view, the CEO established steering
committees and a Think Tank in September 1998 to support the integration
efforts (see Figure 4.34). The steering committees were permanent, opera-
tional teams which embraced both companies. Depending on the existing
requirements and competencies, these committees were headed by either
Starrag or Heckert employees. They were in charge of the operational integra-
tion of areas such as IT and communications, sales and marketing, customer
service, quality systems, purchasing and procurement, application engineer-
ing and innovation, and personal and organizational. During their integra-
tion projects they soon recognized that the expected synergies from
economies of scale within the purchasing proved correct especially due to
very good purchasing conditions with East-European countries and highly
increased purchasing volume. Furthermore, they noticed that Heckert’s sales
channels were mainly focused on Germany, which provided potential to
extend to a worldwide scale using Starrag’s infrastructure. From a technology
perspective Heckert surprised Starrag with its excellent competencies espe-
cially in cost-efficient engineering and manufacturing in combination with
very high-quality standards. Besides these partly positive insights, Starrag also
soon encountered difficulties with the labour unions; however, after some
negotiations, these problems were resolved. Over the course of the next cou-
ple of years the steering committees were to be changed; however, they still
exist as a matrix to the two units within the StarragHeckert group.
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The Think Tank, consisting of the CEO, the managers of Starrag and
Heckert, and product and R&D managers, was initially established to
identify new innovation ideas but was soon transformed into the overall
R&D and innovation steering committee of the whole StarragHeckert group.
The Think Tank is concerned with the identification of technology-based
synergies, the management of technology and product roadmaps, and the
release of the major R&D project milestones. This ensures the avoidance of
redundant developments and the overall commitment of the business unit
and R&D managers to joint R&D projects.

The Think Tank’s initial tasks, and especially those of the head of R&D,
were to investigate, push or discontinue the running R&D projects at
Heckert. Besides one project, the pipeline was filled with strategically very
important upcoming products and thus the focus on Heckert’s pipeline was
strengthened rather than reduced. Furthermore, it was soon found that
Heckert could use Starrag’s spindle which it had formally sourced externally.
This leveraging of a complete module was the first technology-based synergy
to be achieved at the beginning of 1999.

Already during the acquisition in mid-1998 a highly experienced engineer
and production head at Starrag had identified new upcoming market needs
on the customer side, such as a smaller and cheaper five-axe milling machine.
This manager soon came up with the idea of making use of Heckert’s smaller
machines and building on some additional axes. However, the realization of
his idea was slightly postponed mainly due to the integration efforts and
some hesitations from the sales side. Nevertheless, as Starrag’s products
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needed some successors, the first joint product platform project was initiated
in the summer of 1999. At approximately the same time, the CEO and head
of O&L fully returned to their positions in Switzerland and handed over
leadership at Chemnitz to their deputies at Heckert. The new platform
product, called SX-051, was developed to serve future market demands for
smaller and cheaper blade-milling machines, furthermore also referred to as
platform 3 as it became the smallest platform. Instead of developing a
completely new machine, Heckert’s small base machine, the CWK 400 D
became the core of the new machine and further modules from existing
Starrag machines, such as the spindle, the rotation A- and B-axis, the com-
ponent handler and also the software and related technologies, were added
(see Figure 4.35).

Whereas the purchasing of the elements was still conducted by Heckert,
using their good contacts, Starrag took over the assembly of the platform. In
order to do so, six to seven people from assembling were sent to Heckert to
learn and then to transfer the assembling knowledge. This increased the pro-
duction depth at Starrag and made more efficient use of the available capacity.
Even though the machine did not contain any modular innovations, the
new configuration provided the market with high added value through its
size and cost. The first machine was already sold in the beginning of 2000.
This half-year time to market was a record for Starrag and initiated the
strategic focus on platform strategies.
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Figure 4.35 SX-051, Platform 3 developed on Heckert’s base machine
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Thus in the September 1999 the Think Tank, specially guided by the CEO
and the head of R&D, started the Allegra project (see Figure 4.36). This
platform strategy project defined several platforms which should be used for
both the Heckert and Starrag machines and markets (see Figure 4.37) and
thus reduce the investment cost, costs for spare parts, and increase the
economies of scale. The objective was to drastically raise the innovation rate:
‘in 2004 at least 50 per cent of the revenue at Starrag Rorschacherberg will be
derived from products [in 2000] not yet in existence’.18 The Allegra project
was steered by the Think Tank, headed by its initiator, the head of R&D who
was the most senior engineer, and his counterpart from Heckert, which was
separated into the different platform groups and supported by functions
such as finance and controlling, production, quality, customer service and
sales. The platforms were to be built from modular building blocks from the
existing and new modules and technologies (see Figure 4.38).

As a result of the newly adopted product platform strategy, a subsequent
platform, PF 1, of very large size was developed. Whereas platform 3 was an
adaptation of an existing machine, platform 1 was a completely new joint
development project. The resulting products, HEC 1000–1600 (Heckert
product line) and STC 1000–1600 (Starrag product line) were the substitutes
for the older CWK 1000–1600 and ZT line (see also Figure 4.39). In the
beginning the project team consisting of twelve Starrag and Heckert engi-
neers met and collaborated to design and develop the base machine. Then
the engineering of the different modules was assigned to the different teams
according to the prevaling competencies. The subsequent manufacturing, by
comparison, was separated according to available capacity. The project
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Figure 4.36 The Allegra project as the future product pipeline
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collaboration was supported by videoconferences about two to three times a
week and monthly meetings often took place in Nürnberg, half way between
both locations. In order to facilitate information flow, new information
transfer equipment was established. Additionally, transfer of the engineering
drawings was facilitated by the identical CAD systems used within the two
companies. The newly developed products excelled through improved
acceleration, dynamics, infeed and stiffness. These innovations were feasible
through fusion of the different engineering know-how. Additionally,
Heckert’s capability to achieve cost-efficient designs was used to reduce the
overall production cost of up to 30 or 35 per cent in comparison to that of
the ZT machine. The covering of the new machine was done by an external
designer, which gave the machines a new and joint StarragHeckert layout.
The first prototype was finalized in June 2001.

Besides this technology integration, StarragHeckert transformed into a
Holding structure in early 2000 with a joint sales organization. This, however,
was organized according to the products or markets and thus the sales
integration did not proceed as quickly as initially hoped.

The third product platform, PF 2, initiated in spring 2002, was developed
to replace the mid-size Starrag machines (ZS-line). Similar to platform 3, it
was based on an existing quite new Heckert base machine, CWK 630D, with
additional modules from existing Starrag products and also external part-
ners. For example, the platform 2 was equipped with a new torque motor
from external partners. This machine, the STC 630, was also characterized by
some incremental innovations.

In subsequent years, the product platform strategy was extended to a very
large platform and also one very small one. It helped to replace the old
products and highly increased the innovativeness of the joint companies
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Figure 4.38 Modular building blocks for Starrag and Heckert product platforms
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(see product roadmap, Figure 4.39). Furthermore, Starrag was transformed
into a manufacturer of machines for the medium- and upper-market
segment with much greater awareness of cost-efficiency.

Besides the technology and product integration, the management team
decided to further merge the sales forces by organizing it according to geo-
graphic regions rather than products or markets, from the beginning of
2003, in order to reap market synergies. Furthermore, SAP and other business
processes, such as the innovation process would be implemented over both
companies to increase the integration and depth even further to reap the
increased synergy potential.

4.3.5.5 Interrelations, conclusions and discussions

Again the question arises of which aspects, such as acquisition type, initial
conditions, strategy processes and external developments, influenced the
technology-based value creation within Starrag’s acquisition of Heckert.

Generally the acquisition can be described as a friendly, relatively large
acquisition of supplementary markets and products and similar, partly
complementary technologies within a fairly stable market environment. The
technologies acquired were state-of-the-art, partly key and partly base tech-
nologies. The achieved technology-based value creation can be described as
resource deployment and innovations. Similar technology platforms were
consolidated and knowledge was transferred and substituted, subsequently
new product platforms and product lines were developed and marketed
achieving incremental, modular and architectural innovation. Additional to
technology-based value creation, value creation from scale effects within
procurement, sales and production were achieved.

The highly successful technology-based value creation was facilitated by
the initial conditions, such as an excellent business unit and technology-
strategic fit, similar technology platforms, and complementary and redun-
dant process technologies such as the design-to-cost engineering capability
or similar CAD systems. Furthermore, the existing products were based on a
highly modular structure and thus easy to reconfigure and combine.
Additionally, all competencies and technologies were sufficiently attractive
and very well mastered by both partners. Additionally, the Starrag CEO’s
familiarity with Heckert’s products and competencies facilitated the acquisi-
tion and integration process. However, probably the most important influ-
ential factor which enabled excellent technology integration was Starrag’s
and in particular its CEO’s willingness and readiness to change Starrag itself
to jointly develop into a newly merged StarragHeckert. The lack of a formal-
ized acquisition process or M&A team did not have any significant influ-
ence. Only the different organizational cultures caused some difficulties.

The design of the strategy processes also greatly influenced value creation.
Whereas the acquisition process was almost non-influential, subsequent
actions during the integration process impacted on value creation in its
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stead. The strong focus on an excellent team and representatives increased
the value creation potential. Furthermore, the initial very strict and direct
leadership of the CEO, balanced by communication, commitment, enthusi-
asm, strategic workshops and the like, resulted in a joint reorientation of
both companies towards one common goal. Additionally, the boundary-
spanning structures, such as the Steering Committees and the Think Tank,
facilitated technology integration and ensured the commitment of all parties.
Last but not least the stepwise and patient approach towards technology-based
value creation allowed slack for trust building and cooperation and thus
resulted in an intense increase in innovation rate and a significant reduction in
product development costs and time.

Also the external developments impacted on the technology-based value
creation. The change in customers’ needs and the access to an increasingly
competitive medium segment increased the urge to lower costs and increase
innovativeness, which resulted in the platform strategy.

4.4 Conclusion on Cases from Reality

At the beginning of this book it was explained that technology-based value
creation in corporate acquisition is of utmost importance and research ques-
tions were posed which aim to improve the understanding of technology-
based value creation in acquisitions and to arrive at applicable concepts for
mastering technology-based value creation. In order to appropriately answer
the first research question, practice was consulted by applying a case study
research approach. Thus, as a first step, a theoretical framework for analysing
the case studies was derived from state-of-the-art literature. This framework
indicated that the acquisition type, initial conditions and the acquisition
and integration process highly impact on the short- and long-term innova-
tiveness of merging companies and their ability to redeploy their resources.
In a second step, five case studies were diligently selected according to set
requirements. These case studies were described according to chronological
order and aspects derived from the theoretical model were discussed indi-
vidually. It turned out that indeed technology-based value creation, similar
to general value creation in acquisitions, is dependent on acquisition type,
initial conditions, strategy processes and additionally on external develop-
ments. These findings will be compared in a comprehensive way in the next
chapter. Furthermore, the findings will be complemented and challenged by
existing research. In this way a new comprehensive understanding on which
aspects determine successful technology-based value creation after acquisi-
tions have taken place will be formed. Subsequently this new understanding
will be incorporated into a technology-based strategic acquisition and inte-
gration management concept, introduced in Chapter 6.

Case Studies from Reality 99



5
Model of Reality: A New 
Understanding of Technology-based
Value Creation in Corporate Acquisitions

Within the last chapter, five different real-life cases of acquisitions where
technology-based value creation played a key role were analysed. Within this
present chapter, these cases will be compared in a cross-case comparison and
a new and holistic understanding of aspects relevant to achieve technology-
based value creation will be derived. As the number of cases is limited and
the variables compared are quite broadly defined, the derived conclusions
and understanding are not quantitatively, empirically profound but they
represent a good overview of the interrelations and impact of the different
variables and thus contribute to a holistic understanding of corporate reality.
This is in line with the pursued exploratory research approach (see
Chapter 1.4). In addition the findings are complemented by research results
from state-of-the-art theory. With the derived model of understanding, the
first research question: ‘Which aspects in corporate acquisitions in innovation-
driven industries determine the successful realization of technology-based
value creation?’ will be answered. Based on this improved understanding the
concept for a technology-based strategic acquisition and integration man-
agement will be developed in the subsequent chapter.

The following sections which describe the model of reality (see Figure 5.1)
will initially address the observed types and mechanisms of technology-
based value creation and their occurrence in the course of the acquisition
integration. Subsequently, it will be outlined in which acquisition types
which technology-based value creation becomes critical. Thus the different
challenges in acquisitions which aim for market access and those which
target new competencies are inferred. Next, the characteristics of target and
acquirer which are required to enable technology-based value creation, the
initial conditions, are summarized and discussed. Furthermore, an explana-
tion of the impact of strategy processes on technology-based value creation
will be provided. The process design and particularly the fulfilment of

100

V. Bannert-Thurner, Mastering the Acquirer’s Innovation Dilemma
© Valerie Bannert-Thurner 2005



various tasks during acquisition and integration significantly determine the
likelihood of successful technology-based value creation. Last, but not least,
the additionally observed impact of external developments will be men-
tioned. Thus this chapter elaborates on the key success factors for achieving
increased innovativeness and an efficient resource deployment following
acquisitions.

5.1 Technology-based Value Creation – Quick Gains 
and Long-term Success

Within all cases a certain level of technology-based value creation was
achieved. In order to explain this, the model on innovation and resource
deployments with the underlying resource integration mechanisms is
referred to as explained in Chapter 2.1.

5.1.1 Innovation and resource deployment

Generally both innovation and resource deployments were observed in most of
the acquisitions. The observed innovation mechanisms were mostly innova-
tions based on the leveraging of technologies, modules and products into
new products and markets, or the reconfiguration of technologies and
modules, into new product platforms. An example is the integration of vari-
ous modules such as platform and packaging into the newly developed
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Unitron and Phonak products or the development of StarragHeckert’s
product platforms. The observed resource deployment was the transfer or
substitution of technologies and knowledge which resulted in improved
competencies or lower production costs, for instance the transfer of
manufacturing infrastructure. For a detailed overview of the different
resource integration mechanisms see Figure 2.1 in Chapter 2.

Furthermore, the technology-based value-creation opportunities varied in
their time horizon. Whereas some of these technological synergies had only a
very short-term effect, such as the unique integration of technologies within
the product development process,1 others, especially the resource deploy-
ment mechanisms or platform development projects, promoted long-term
value creation of the merged companies.

Another phenomenon was the emergence of technology-based value-creation
opportunities. In various cases, the technology-based value creation was
assigned limited priority during the acquisition as its impact seemed insignifi-
cant. However, in the course of acquisition integration, especially tight inte-
gration, technology-based value-creation opportunities emerged and often
became the basis for long-term success (see Figure 5.2). For example, Phonak
did not even consider technological synergies at the time of acquisition and yet
today most of the products and their increased innovation rate are based on
the possibilities of leveraging modules and technologies. Besides the observa-
tion of the emergence of technology-based value-creation opportunities, a cer-
tain pattern of occurrence of different resource-integration mechanisms in the
course of the acquisition integration progress was identified.

5.1.2 Quick gains and long-term successes

As was observed in the Unitron and Heckert acquisition, the technology-
based value creation often starts with quick gains such as easy-to-achieve
innovations. Thus within the first integration year, often complementary
and previously already developed modules are leveraged into the first joint
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product developments or sold on other markets – often referred to as cross-
selling opportunities. This integration of highly explicit and easy-to-
combine modules often resulted in quick wins, as the integration mechanisms
required solely the detailed definition of product interfaces, little coopera-
tion or trust and a limited amount of time. For example, shortly after
acquisition Heckert integrated the spindle from Starrag, while Phonak devel-
oped a new product with the core modules of Unitron within half a year. As
these quick wins often do not require tight organizational integration and
thus facilitate the retention of key engineers2 and the innovativeness3 of the
acquired company, this approach often seems appropriate for the acquisition
of technology-intensive companies. However, it was further observed that
this short-term-oriented approach does not lead to long-term success. After
reaping these quick gains, the realization of further technology-based value-
creation opportunities becomes much more complicated and requires a
different integration approach4 (see Figure 5.3).

Additionally, it was observed that companies from this point on5 can only
successfully realize technological synergies if resource deployment and innova-
tions run in parallel and promote each other. Thus after the quite straightfor-
ward integration of modules or products, other innovation mechanisms
occur. Then not only products but also technologies and more tacit knowledge
are integrated into the joint module and product developments. Furthermore,
as was observed within the Plasma-Therm and Heckert acquisitions, product
platforms and thus the reconfiguration of technologies is pursued. These inno-
vation mechanisms, however, cannot be achieved with low organizational
integration or the mere definition of interfaces. The joint development
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projects require cooperation, communication and trust building. Furthermore,
whereas the integration of modules into new products does not require
learning about the underlying technologies, the integration of tacit knowl-
edge or the development of product platforms require an indepth mutual
and technological understanding.6 The knowledge flow or learning is fos-
tered and enabled by resource-deployment mechanisms. Thus the advanced
usage of tacit knowledge to achieve innovations requires knowledge transfer
and eventually also knowledge substitution and thus resource deployment.
For example, the successful development of a new product platform and line
for the magneto business of Plasma-Therm required the transfer and co-
location of the research group from Alzenau to St Petersburg. Another example
is the transfer of packaging competence from Phonak to Unitron. In order to
foster the innovativeness of Unitron products, Phonak had to transfer CAD
and, engineering competencies and substitute packaging competencies at
Unitron. Thus this learning and transferring of knowledge, always conduced
via cooperation, communication, co-location and the like, builds the basis
for innovativeness. Thus technology-based value creation gets into a cycle of
innovation-fostering resource deployment and innovations which again
require resource deployment (see Figure 5.3). This self-accelerating cycle fosters
the occurrence of emergent technology-based value-creation opportunities.

It is well known that this evolvement of technology-based value creation
does not occur automatically. Thus the question arises of how this ideal typ-
ical occurrence of planned and emergent innovation and resource deploy-
ment opportunities is related to the different acquisition types, is dependent
on the company’s specific characteristics, is determined by the design and
tasks fulfilled during the strategic acquisition and integration processes, and
is influenced by external developments.

5.2 Acquisition Type – Indeed not all M&As are 
Alike – and that Matters

Joseph Bower has written a famous article: ‘Not all M&As are alike – and that
matters’7 and made an exciting speech: ‘When we study M&A, what are we
learning?’8 on the diversity of corporate acquisitions and researchers’ lack of
its consideration in their attempt to explain reality. His opinion is shared by
various recent researchers.9 This book attempts to take this claim into
account and indeed results show that M&As are really not alike and that
matters also for technology-based value creation.

Generally researchers have observed so far that friendly acquisitions and
those which are associated with only small debt are more likely to generate
technology-based value creation. This is due to the facts that hostile
take-overs do not include a due diligence, and thus lack an evaluation of
the technologies, and that a negative climate between the two companies
has a negative impact on the cooperation and collaboration environment
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required for technology-based value creation.10 Furthermore, it was observed
that high levels of debt decrease managers’ willingness to take risks and thus
have a negative effect on R&D investments.11

Besides these general characteristics impacting on technology-based value
creation, the different acquisition types also influence innovation and
resource deployment mechanisms. The distinction between various acquisi-
tion types made within this book is particularly important as technology
aspects are usually only considered within the context of innovation-driven
acquisitions and hardly mentioned in acquisitions that aim for the develop-
ment of new businesses or for market access. Thus practitioners here can
infer how technology related challenges specifically apply in a specific
company and acquisition situation.

The main challenge was to apply or develop a categorization of acquisi-
tions which is easy to understand, applies to most acquisitions and can be
used to discuss the various types and associated mechanisms of technology-
based value creation.

Generally, three different archetypes of acquisition strategies and related
acquisition characteristics can be identified. These are referred to as:

● Venturing acquisition: aiming for access to new and unfamiliar
technologies which can be the base for a new, eventually discontinuous
business;

● Substrate for growth acquisition: aiming for acquisition and internal-
ization of complementary or additional competencies and to build up
new businesses to take advantage of industry developments and foster
company growth;

● Play for scale acquisition: aiming for access to complementary markets
or geographic scope and the realization of scale effects.

It is important to mention that these acquisition types represent a rough
categorization of acquisition strategies and characteristics. Individual acqui-
sitions may not be allocated exactly to one of these three types but may be a
mix of them.

Before the three acquisition types will be related to technology-based
value creation, their typical characteristics are outlined as these finally
determine the occurrence of technology-based value-creation opportunities.

5.2.1 Acquisition characteristics

The acquisition types have four characteristics (see Figure 5.4):

● business-relatedness
● relative size
● technology development
● market dynamics.
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The business-relatedness of acquirer to target indicates the overlap of their
competencies and markets. It determines whether the technology-based
value creation focuses rather on the integration of complementary additional
technologies to foster innovativeness or if the consolidation and efficient
deployment of redundant or similar resources is in the fore. The different
business-relatedness options and the associated emergence of technology-based
value-creation opportunities are outlined in Figure 5.5.

Generally Hoskisson and Hitt (1988) and Baysinger and Hoskisson (1989)
have found a positive impact of business-relatedness on R&D performance.
Similar conclusions have been made by Hagedoorn and Duysters (2002) who
have found a positive impact of related product markets on the innovation
potential of the merged companies. Figure 5.5 shows more specifically that
staying in a similar technology and market field mainly offers opportunities
for cost reduction via an efficient resource deployment. Entering new
markets offer great cross-selling opportunities and chances to efficiently
deploy similar competencies, whereas entering new technological fields
offer the chance for several innovation mechanisms such as leveraging or
reconfiguring knowledge bases to create new product platforms or lines.
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Figure 5.4 Characteristics of the acquisition types
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The second main characteristic of the different acquisition types is the rel-
ative size of target to acquirer. The majority of researchers have found a posi-
tive impact of a large relative size of target to acquirer,12 Ernst and Vitt (2000)
have found that fluctuation of innovators and innovation performance
reductions are less likely with smaller targets. This contradiction needs clari-
fication. Thus it can be shown that different relative sizes of targets pose dif-
ferent challenges for the achievement of technology-based value creation.

Within the case studies it was observed that acquisition of relatively small,
often highly innovative targets often offers opportunities for quick gains,
such as immediate integration of acquired products or modules, which do
not require much integration effort. Thus innovators are encouraged to work
independently and to initially stay with the company. The subsequent
value-creation opportunities, however, become more difficult to achieve.
Despite the fact that smaller targets due to their size are mostly compara-
tively easy or less complex to integrate from a content perspective, the dif-
ferences in corporate contexts13 between the large acquirer and the smaller
firm often cause difficulties in intensifying technology-based value creation.
Quite often the tighter integration of a small target, which is required for
these types of long-term technology-based value creation, destroys the
context of the target company and thus results in a destruction of the under-
lying competencies. This destruction becomes apparent with the loss of
innovativeness or the later departure of key innovators and other personnel.
Thus at the acquisition of smaller companies long-term technology-based
value creation is difficult to achieve and often not achieved at all due to
contextual differences resulting in a destruction of the value of the target
through the loss of its knowledge base and innovativeness. For example,
within both cases of relatively small acquisitions (Hilti and Fillpack) contex-
tual differences were described as difficult to master. Furthermore, within
both cases, long-term value creation was not achieved.

Technology-based value creation at the acquisition of relatively large
targets occurs quite differently. These acquisitions often provide only limited
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opportunities for quick gains such as the immediate leveraging of modules
or new technologies within the first months of the integration; however,
they comprise tremendous subsequent value-creation opportunities such as
the efficient deployment of capabilities within the companies and the devel-
opment of platform products. Whereas in smaller acquisitions the required,
contentwise, integration effort is limited and contextual adaptation poses
the main threat, in large acquisitions the opposite occurs. Due to often quite
similar organizational contexts, there is less risk of competence destruction
or innovators leaving; however, the integration effort to consolidate what
the companies are doing is very demanding. Good examples are the integra-
tion of the Plasma-Therm, Heckert and Unitron acquisition targets. Thus
technology-based value creation requires tight and challenging technology
integration accompanied by the adoption of the often quite similar organi-
zational contexts. The differences in contentwise and contextual integration
at relatively small and large acquisitions can be seen in Figure 5.6.

The third main characteristic of the different acquisition types is technology
development. This characteristic is somewhat related to the relative size of the
company. Generally, it can be distinguished whether the main technologies
underlying technology-based value creation are highly mature or very
young. In order to illustrate the dependence of different resource integration
mechanisms on technology development, the main technology development-
related curves are illustrated in Figure 5.7. These curves show technology
development with the S-curve (Foster, 1986) and the related market dynam-
ics such as the development of the innovation rate driven by the technology
development (Abernathy & Utterback, 1978) and the technological mobility
within the market.

Acquisitions of companies with pace-maker technologies which predict a
discontinuous market development mainly aim to learn about the new
technology without expecting immediate returns from the acquisition.
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Figure 5.6 Organizational and contextual integration for relatively small and large
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Often these types of acquisitions are carried out by venture units of larger
companies. As no dominant design is developed by that time and innova-
tiveness is intense and indicates in various directions, these acquisitions are
associated with very high risks and are often regarded as venture projects.
Thus detailed technology-based value-creation opportunities cannot be
anticipated. The acquisition of more mature technologies after the domi-
nant design provide potential for technology-based value creation. The
younger the technology the more likely the potential for innovation, which
is visualized by the high innovation rate associated with the occurrence
of the dominant design. Mature technologies can be utilized by redeploying
them or achieving architectural or incremental innovations. This fits with
the associated industry dynamics, as Abernathy and Utterback (1978) have
shown. Competitiveness in markets around a mature technology is mostly
determined by economies of scale and cost-competitiveness. Following the
categorization of Mueller and Tilton (1969) it can furthermore be argued
that the acquisition of non pace-maker technologies aims to overcome
technology mobility barriers and thus allows the acquirer to enter new
businesses.

Last but not least, industry dynamics impact on technology-based value cre-
ation. In very fast industries, where product life-cycles are extremely short,
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Figure 5.7 Technology development and related curves

Source: Foster (1986: 31), Abernathy and Utterback (1978), 
Mueller and Tilton (1969: 578).
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acquisitions are often conducted with only the objective of providing the
next-generation product. The long-term perspective is not as important as
the requirements from the market which drastically change over time and
thus need immediate and adaptive reactions. Thus technology-based value
creation in very fast industries is often limited to the realization of the first
quick gains such as the integration of the target’s products into own markets.
The following value-creation opportunities are often not important for the
competitiveness of the acquirer and thus the target is either divested or
completely absorbed and redistributed within the company. In less pacing
markets all sorts of technology-based value creation, short- and long-term
opportunities, are possible and essential.

5.2.2 Acquisition types and strategies

After having introduced the different characteristics of acquisitions and their
impact on technology-based value creation, these characteristics can be
linked to the introduced acquisition strategies. This interrelation between
the mentioned acquisition strategies and described characteristics is visual-
ized in Figure 5.8. From this the descriptions of the acquisition types and the
possible technology-based value-creation opportunities and mechanisms
will be found in Figure 5.9.

110 Mastering the Acquirer’s Innovation Dilemma

Figure 5.8 Characteristics of the three acquisition types: A venturing acquisitions, 
B substrate-for-growth acquisitions, C play-for-scale acquisitions
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Figure 5.9 Summary of the acquisition types and characteristics
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(1) Venturing acquisition: The acquisition strategy of venturing acquisi-
tions is to gain access to new and unfamiliar technologies which can be the
base for new and discontinuous businesses. These acquisitions are mostly
characterized by the sourcing of new competencies, a relative small size and
pace-maker technologies and they happen often in a quite dynamic market.
From the argument above it can thus be inferred that within such acquisi-
tions the quick gains from easy-to-achieve innovation opportunities are
mostly in the fore. The target offers the opportunity for attractive short-term
innovation possibilities but is difficult to be integrated further to achieve
long-term success due to the different corporate contexts. Furthermore,
these acquisitions often do not even aim for long-term contribution as the
industry dynamic is too fast and thus requires short-term thinking. Hilti’s
acquisition of Ammann LT was an example.

(2) Substrate for growth acquisition: The acquisition strategy is to acquire
and internalize complementary or additional competencies and to build up
new businesses to take advantage of industry developments and to foster
company growth. Thus the acquisitions are mostly characterized as
the acquisition of new, however familiar, competencies within related mar-
kets, often by a medium relative size and pace-maker or key technologies
within fast- or medium-paced markets. The associated technology-based
value creation thus offers a variety of opportunities. Quick gains as well as
long-term technology-based value creation can be achieved facing content-
wise and contextual integration challenges. Furthermore, technology
development and relatedness allow for modular as well as architectural inno-
vation and also resource deployment. Market dynamics demand medium-
and long-term focus on the acquisition and associated value-creation
opportunities.

(3) Play-for-scale acquisition: The play-for-scale acquisitions mostly aim
for achieving a dominant market position through gaining access to
additional markets and reaping scale effects. The acquisitions can be charac-
terized as the acquisition of additional markets with highly similar tech-
nologies, a relatively large-sized target, key or base technologies and often
within lower market dynamics. The technology-based value creation is
mainly rooted in long-term-oriented innovation and resource deployment
and is less based on quick gains. Furthermore, the contentwise integration
required for these value-creation opportunities are the highest challenges
whereas contextual integration aspects are mostly not as critical. Due to the
integration of base technologies within fairly dynamic markets, the long-
term value creation potential is of critical importance.

It can be summarized that acquisitions can be categorized into three main
acquisition types with their associated acquisition strategy and characteristics.
Within all of these types, technology-based value creation plays a different
role and faces different challenges. Thus the acquisition types have an
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impact on possible value creation mechanisms and thus also on required
initial conditions and strategy processes. Thus the effects of the different
acquisition types will be mentioned throughout the further discussion on
the aspects that impact on technology-based value creation.

5.3 Initial Conditions – Necessary, However 
Insufficient, Conditions

So far the essence of technology-based value creation and its dependence on
the various acquisition types have been outlined. Besides these factors on
how and where technology-based value creation occurs, now more specific
aspects which impact on the successful realization of technological synergies
are outlined. Within this section the required characteristics of the acquirer
and target which enable joint innovativeness and successful resource
deployment are outlined. Four different areas of these initial conditions can
be distinguished (see Figure 5.10). First, technological synergies are dependent
on an inherent technology-based value creation potential.14 Secondly, the
acquirer has to master a certain acquisition capability in order to be able to
achieve technological synergies within the acquisition-specific context.
Thirdly, a strategic f it between the two companies is the basis for successful
value creation and fourthly, a certain f it between the corporate contexts of the
two companies is conducive to technology-based value creation.

5.3.1 Technology-based value creation potential

The investigation of the cases was specifically focused on identifying the
technology-related aspects which are conducive to technological synergies.
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Figure 5.10 Necessary, however insufficient, conditions
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Two specific conditions were identified: First of all, successful joint
innovativeness is dependent on the characteristics of the technology bases of
the target and the acquirer, and, secondly, it is determined by the opportuni-
ties to combine the technology bases to create value. Without the first aspects –
a strong technology base – value-creation opportunities do not reap suffi-
cient returns and without the latter aspects – the attractive opportunities –
the best resource bases become useless. These two factors, the resource bases
and the value-creation opportunities, are summarized under the technology-
based value creation potential. This is defined as the sum of attractive and
realizable planned and emergent technology-based value-creation opportunities
within the acquisition and integration-specific contexts.

5.3.1.1 Characteristics of the resource bases to foster 
technological synergies

Within the case studies an investigation into which characteristics of the
resource bases of the target and acquirer and of the achieved value-creation
opportunities lead to success was undertaken. The findings were compared
with and complemented by the main findings from literature on technology
and innovation management and can be summarized as in the following
text and in Figure 5.11.

The resource base comprises product as well as process technologies and
thus also includes organizational competencies. Besides the fact that
rather large technology bases are conducive to value creation,15 three main
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Figure 5.11 Technology-based value-creation potential
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characteristics of the resource bases impacting on the potential for technology-
based value creation were identified:

● Attractiveness of the technology base
● Level of mastering the technology base
● Ability to combine the technology base.

The first characteristics, the attractiveness of the technology base, indicates that
technology-based value creation was only achieved if the underlying
technologies were either fairly attractive or were the core technologies of the
companies. For example, the attractiveness of the aseptic filling of PET
bottles, one technology of Aseptofill acquired by Fillpack, was partially
reduced by its dependence on barrier technologies for PET bottles. Thus the
technology-based value-creation opportunities achieved limited returns.
According to literature, technology attractiveness can be described by the
functional scope, maturity, independence on other technologies, scalability,
etc. of the technology.16 Thus it is claimed that successful emergent and
planned technology-based value-creation opportunities should be based on
attractive and core technologies.

The second characteristic, the level of mastering the technology base, has
often impacted the potential for technology-based value-creation opportu-
nities within the acquisition cases. A poor level of mastering technologies
delays developments and results in inferior and malfunctioning products.
For example, the medium level of mastering the aseptic filling technology by
Aseptofill or the problems in mastering the DSP factory platform by the spin-
off of Unitron delayed product development and reduced the returns on
launched products. This level of mastery can be indicated by experience
within the technology field, number of experts focusing on that topic, infra-
structure supporting technology development and also underlying intellec-
tual property. Thus the lack of patents related to a technology can be seen as
a low level of mastering the technology.17

The third characteristic of the technology base impacting on technology-
based value creation is the ability to combine the technology bases. This ability
is dependent on the characteristics of the resources and of their relatedness.

Whereas highly combinable technologies facilitate technology integra-
tion18 and thus technology-based value creation, these technologies are
often characterized by their explicit nature, context independence, low
dispersion, modular nature or standardization. Thus these technologies are
easy to imitate, substitutable and seldom rare and thus represent a lower
value than highly tacit, dispersed and context-dependent resources (Barney,
1991). Thus the integration of easy-to-combine resources with lower value
provides a limited potential for value creation. On the contrary, the highly
challenging integration of context dependent, dispersed,19 or tacit resources
which are mostly highly valued provide the potential for sustained
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competitive advantage (see Figure 5.12). This was observed with the ease in
leveraging the spindle between Starrag and Heckert which resulted in only a
small value creation, whereas the integration of the highly tacit and context-
dependent knowledge of the former owner of Ammann LT at the Hilti acqui-
sition brought very high value creation, albert that it was very difficult to
achieve.

Besides the impact of the characteristics and value of the resources on
technological synergies, the relation of the resources of the target and the
acquirer to each other also influences the ability to combine the resource
bases and thus the occurrence of technology-based value creation. The
results from the state of the art in literature on this topic are so far
quite inconclusive. Some researchers20 could not find any significance,
whereas others have found that a moderate degree of overlap has a positive
impact.21 Hitt and his colleagues (1998b) and others argue that complemen-
tary resources are conducive to technological performance. Harrison et al.
(1991) add that differences in technological resources significantly
contribute to the performance of the merged firms. Ahuja and Katila (2001)
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Figure 5.12 Attributes of the resources to be combined and associated value-creation
potential
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argue there is a non-linear impact of the relatedness of the knowledge bases
on innovation output, whereas ‘high levels of relatedness and unrelatedness
both prove inferior to acquiring firms with moderate levels of relatedness’
(Ahuja & Katila, 2001: 215). Ernst and Vitt (2000) report that a high degree
of technological proximity leads to lower fluctuation rates. These diverse
statements can be better understood when distinguishing more diligently
between technological relatedness and then explaining their combinability.

Whereas resource deployment can take place only between redundant,
similar or complementary resources, innovations can be based on all the
various relations between resources. For instance, the combination opportu-
nities based on supplementary or unrelated resources can lead to modular
innovations, while the substitutive or enhancing leveraging or reconfigura-
tion of similar, redundant or complementary resources mostly results in
incremental or architectural innovation (see Figure 5.13).

5.3.1.2 Characteristics of the value-creation opportunities to 
foster innovativeness

Besides a strong technology base, the technology-based value creation
potential is also determined by attractive value-creation opportunities, which
represent the possibilities of successfully commercializing technology bases,
by means of innovation and resource-deployment opportunities. The attrac-
tiveness of a value creation opportunity can be measured by its net present
value (NPV) or return on investment (ROI). This financial success of value-
creation opportunities is determined by the main factors impacting on
successful resource combinations. Within the case studies it was observed
that resource combinations which matched customer needs (like the
product platforms of StarragHeckert) were attributed by a certain degree of
newness (such as the new packaging of the Unitron products), were timely
to the market (which was the main issue with the new digital Phonak
product), were developed with sufficient development competence (this was
the reason to acquire Ammann LT) and did not lack manufacturing compe-
tence (which Hilti had to integrate by cooperating with Jenoptik) became
financial successes. These factors are similar to the innovation criteria
proposed by the literature. Whereas several authors22 have pursued different
approaches to categorize the key success factors for technology-based value-
creation opportunities, within this book the following four different clusters
are formed:23

(1) Congruence of the value-creation opportunity
(2) Relatedness of the value-creation opportunity
(3) Feasibility of the value-creation opportunity
(4) Timely occurrence of the value-creation opportunity.

A technological synergy has to be congruent. With congruence the inherent
and consistent link between the customers and their needs and the provided
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Figure 5.13 Resource relation and associated technology-based value creation
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functionality are described. This functional match of a congruent technology
synergy is characterized by a balance between market pull and technology
push and thus a certain degree of newness. Furthermore, congruence is
achieved if all resources such as technologies and modules combined within
an innovation are sufficiently well mastered. Thus a technology synergy
should be based only on existing and profound knowledge24 and be
supported by strong patent coverage.25

A technological synergy has to be related. In literature and within the cases
it was observed that successful innovations of a company are mostly related
to previous products, markets or technologies. Attempting to achieve
innovations or resource deployments in a highly unrelated field is highly
uncertain.

A technological synergy has to be feasible with the underlying resources.
An innovation project requires sufficient development knowledge and capa-
bilities such as experimenting know-how, the process technologies and
infrastructure and the skills of the participants. Additionally, the realization
of the innovation requires sufficient manufacturing resources. For example,
when Starrag acquired Heckert, Starrag acquired not only certain products
and platforms to develop new products for a lower-range segment, but also
the design-to-cost engineering competence. Without this, the innovation
would not have succeeded. This required engineering or innovation compe-
tence also includes marketing knowledge and the like.

A technological synergy has to be timely. It is well known that it is highly
crucial to launch a new product in time which means neither too late nor
too early. This timeliness of an innovation became an important driver of
the cooperation and synergy realization between Phonak and Unitron.

It can be summarized that the occurrence and profitability of technology-
based value creation depend on the existence of a technology-based value
creation potential. This is determined by the characteristics of the resource
bases and the opportunities to combine the resources to create value. The
resource bases need to be attractive, well-mastered and, to a certain extent,
combinable. The technology-based value-creation opportunities have to be
congruent, related, feasible with the available resources and timely.

Besides these technology-related characteristics, further characteristics
of the companies are required to achieve value creation in general and
technology-based value creation in particular.

5.3.2 Acquisition capability

Another initial condition impacting on technology-based value creation is
the acquisition capability of the acquirer. In terms of acquisition capability,
the literature is mostly concerned with the acquisition experience of the
company. However, most of the investigations have not found any
significant correlation between acquisition experience and technological
success.26 Within this research four other critical, though related, aspects of
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the acquisition capability were identified:

● The formalized M&A and technology and innovation management
● The availability of resources
● The absorptive capacity
● The willingness to change.

Within this research it became obvious that a certain knowledge on the part
of the M&A management, such as a formalized M&A team and process, or
the internalization of these competencies via consultants, was conducive to
the appropriate management of the acquisition processes and thus the
realization of the value creation. Furthermore, an established technology and
innovation management, for example managed by a CTO, is also a strong pre-
requisite for achieving technology-based value creation.27 An understanding
of the potential value-creation opportunities derived from combining
technologies and a facilitator which can foster boundary-spanning coopera-
tion are very helpful in the course of the acquisition and integration process.
For example, the CTO from Fillpack initiated joint development projects and
knowledge transfer opportunities and the senior engineer of Phonak
supported the technology due diligence. Furthermore, it was observed that
more innovative companies are better at achieving technology-based value
creation than firms that are not innovative (Hall, 1988).

Furthermore, it was observed that the acquisition integration is highly
resource demanding, related to not only financial resources but also skills,
management attention and time. Thus an acquisition requires the availability
and assignment of highly skilled personnel, sufficient financial resources
and management attention. Furthermore, awareness has to be raised that
integration is not over after eight weeks or six months after closing, as
indicated by many M&A specialists. The integration effort lasts much longer
and can be as much as up to two to five years depending on the size of
the acquisition. This long-term commitment has also to be related to long-time
financial investment in the integration. Without these commitments, the
integration and thus value creation will not succeed. This became apparent
in almost all acquisitions. For example, whereas the CEO and head of engi-
neering from Starrag immediately moved to Heckert, at other acquisitions
there was a lack of leadership personnel and integration financing and time.

The third aspect of the acquisition capability which in particular refers to
technology-based value creation is the absorptive capacity of the acquirer.28 As
was seen within Hilti’s acquisition of Ammann, it is very helpful to build up
internal competencies within a technological field before acquiring a target
in that field. Without internal knowledge of certain subjects it is difficult to
identify, analyse, assess and especially to assimilate the target’s technologies.29

This concept, initially introduced by Cohen and Levinthal (1990), is referred
to as ‘absorptive capacity’. For example, Fillpack did not have much experience
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in transporting bottles and assessed the bottle-handling of the Aseptofill
machine as profound. This incorrect estimation occurred because of
Fillpack’s lack of absorptive capacity. Furthermore, a certain amount of com-
mon background knowledge as was the case within the Plasma-Therm acqui-
sitions, where Unaxis had internal competencies within PECVD
technologies, is conducive to cooperation and communication. Thus it is
recommended that a new technology should be acquired only if a certain
amount of internal competence within this field exists to assess, assimilate
and integrate specific technology.

The most important aspect, however, which has so far attained only very
limited attention,30 is the willingness to change on the part of both companies
and particularly that of the acquirer. It became apparent that an acquisition
works especially well and is conducive to technology-based value creation if
it is understood as the joint creation and emergence of one new company
and as an opportunity to change for the acquirer. This joint merging into
something completely new provides the opportunity for the acquirer to
transform into a new, more competitive and inherently balanced larger com-
pany and implies an equal relative standing between target and acquirer
which fosters trust building and thus technology-based value creation. For
example, Starrag saw the Heckert acquisition as its opportunity to change
and described it as a win-win situation for both companies. In comparison,
even though Unaxis transferred its business unit headquarter to
St Petersburg, Florida, the head of the business stayed in Switzerland and the
acquisition target lacked leadership. Similarly Phonak now regrets that it
missed the opportunity to change accordingly along with its acquired
Unitron company.

It can be concluded that an acquirer should ensure some initial M&A
competence and an established technology and innovation management,
sufficient available and assigned resources such as skills, management
attention, financials and slack time, absorptive capacity and especially its
willingness to change before initiating an acquisition.

5.3.3 Strategic fit

The third initial condition required for general value creation in corporate
acquisitions is the strategic fit between the acquirer and the target. An acqui-
sition enables the acquirer to fully obtain and own competencies in a short
period of time. This exclusive ownership of knowledge can otherwise be
achieved only via internal development which is mostly pursued for only
highly strategic and core resources. The rapid access to competence owner-
ship via acquisitions does not come without costs. On the one hand an
acquisition is a huge financial investment and on the other hand the inter-
nalization of the acquired resources, and thus the effort to integrate the
resources and to adapt the corporate contexts, often pose an underestimated
obligation. Thus gaining exclusive access to and achieving internalization of
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competencies is highly resource-demanding no matter which strategic path
internal R&D or an acquisition is chosen. Thus the acquisition’s advantage
of getting quick and exclusive access to competencies has to be paid for by
the contextual integration effort. However, if a company does not aim for
the internalization of competencies and tries to circumvent the integration
efforts, then competencies do not seem strategically important enough to be
accessible throughout the company. Additionally, such non-strategic com-
petencies do not require exclusive ownership. Thus access to non-strategic
competencies should not be conducted via acquisitions as these ensure
exclusive ownership which is not needed. Other forms of transactions such
as joint ventures, strategic alliances and the like are much more suitable for
the acquisition of non-strategic resources (see Figure 5.14).

Thus it can be concluded that acquisitions should be viewed as the
internalization of strategically important and fitting resources. This will
ensure that integration projects and value-creation opportunities contribute
to the competitive advantage of the acquirer and are seen as important pro-
jects rather than a disturbance of daily business. Additionally, the strategic
importance of resources will increase management’s awareness of the
upcoming integration efforts and required commitment.
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Figure 5.14 Strategic relevance of acquisitions and other transaction forms
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5.3.4 Contextual fit

The fourth and one of the most important, though often neglected, initial
conditions is the contextual fit between the two companies. Concepts such
as a cultural or organizational fit have already been addressed in the litera-
ture (see Appendix A), but are seldom associated with technology-based
value creation. Within the cases three different though related types of cor-
porate contexts and their impact on technology-based value creation were
investigated:

● Corporate culture
● Organizational characteristics
● Dominant business logic.

Within this book corporate culture31 is characterized by leadership style,
openness, time perceptions and the like. The organizational characteristics can
be described as company attributes, such as level of decentralization, level of
autonomy, level of formalization and the like. The corporate context of a
dominant business logic indicates which core values and drivers are essential
for the company to sustain within its business. Attributes of a dominant
business logic are marketing strategies, innovation rate and business drivers.32

Quite interestingly there are two different findings which apply to all
three contextual characteristics and were identified as crucial for technology-
based value creation. The first relates to the characteristics of the contexts of
target and acquirer and the latter to their level of similarity (see Figure 5.15).

It was observed that corporate contexts which have characteristics that
foster the innovativeness of a stand-alone company are also conducive to
technology-based value creation for the merged companies.33 Thus technology-
based value creation of merged companies is fostered by the innovation-
promoting contexts of the individual companies, mostly because an
awareness and importance of being innovative is inherent within these
companies. Thus a company cannot acquire innovativeness if it does not
have a context conducive to innovativeness. Within all companies in the
case studies innovativeness was a major concern for competitiveness and
thus all partners were aware that technological synergies will foster company
success. Furthermore, cooperation between companies was facilitated if both
earlier on were used to an established innovation process, R&D-related
organizational structures or an open culture.
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Figure 5.15 Contextual fit dependent on contextual characteristics and similarities

FITCONTEXT = f (Characteristics) +f (Similarities) 



The second finding relates to the similarity of the corporate contexts (see
Figure 5.16). On the one hand it was found that highly dissimilar corporate
contexts such as different organizational structures, corporate cultures or a
dominant business logic hindered technology-based value creation. The
differences, which occurred especially at the acquisition of relatively small
companies, caused mistrust, very high integration efforts and a lack of
mutual understanding. As already mentioned, remarks such as ‘we did not
really understand each other’34 or Ammann LT’s owner’s misunderstanding
of the structured innovation processes at Hilti characterized the cases and
hindered technology-based value creation. Also differences within the
organizational structures, such as Starrag’s difficulties with Heckert’s employ-
ment and salary system, resulted in problems with the unions. This observation
is also strongly supported by other literature.35

On the other hand, quite interestingly, within the case studies it was also
found that highly similar organizational contexts were not conducive to
technology-based value creation. This, for example, was the case at the
Plasma-Therm acquisition. Unaxis praised the perfect marriage and high
organizational and cultural similarities with their target and thus implied
the impression that the integration of the target would be comparatively
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Figure 5.16 Impact of contextual similarities on technological synergies
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easy to achieve. The deceiving perfect match resulted in a lack of sense of
urgency and management commitment. Furthermore, great similarities in
dominant business logic imply similar strategic directions and thus often
indicate a high overlap in activities being interpreted as, and being sources
of, personnel reduction which is also not conducive to successful cooperation
and joint innovation projects. It is only within the organizational character-
istics where a strong similarity may not cause the wrong implications. Thus
a moderate to close similarity which leaves room for differences is most con-
ducive to technology-based value creation (see Figure 5.16). The differences
raise the awareness of the upcoming challenges and foster curiosity about
something new rather then rejection of something substitutive or unknown.

Thus it can be concluded that technology-based value creation is facili-
tated if both companies already have an innovation-fostering context such
as an innovation-promoting R&D structure and culture or a business logic
which incorporates technology and innovation as crucial factors for com-
petitiveness and if these contexts show a certain extent of similarity, neither
too much nor too little.

From this statement it can be inferred that companies which are them-
selves not innovative cannot expect to acquire an innovative firm and thus
easily achieve technology-based value creation; rather the opposite might
occur. A firm which is not innovative can destroy the innovation-fostering
context especially of a smaller partner and the acquisition may result in a
sharp decrease in technology-based value creation for both companies.

As seen there is a variety of initial conditions or company characteristics
which are conducive to achieving technological synergies in the course of
the acquisition integration. Summarizing for the future, partner companies
should have an inherent technology-based value creation potential, the
acquirer should be equipped with an acquisition capability, the strategic fit
should be ensured and the corporate contexts of the two companies should
have an innovation-promoting character and be quite similar. Obviously
these idealistic initial conditions will rarely all be fulfilled before an acquisi-
tion. However, as long as the acquirer is aware of these aspects, impact on
the likelihood of successfully realizing technology-based value creation, it
knows about the potential risks and can act accordingly if required.

5.4 Strategy Processes – The Appropriate Acquisition and
Integration Processes

The third and most important factor impacting on technology-based value
creation is the design of the acquisition and integration process. As is well
known from the literature, strategy processes can highly influence the
technology-based value creation achieved from an acquisition.36 Within this
chapter the focus lies on the specific criteria identified within the case stud-
ies and derived from the literature which are relevant to consider within the
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strategy processes to achieve technological synergies. A detailed elaboration
of concepts supporting the strategy processes will be provided as a solution
concept within the following chapter. The discussion of impact of strategy
processes on technology-based value creation will be separated into two
different phases: within the first section the impact of the process design and
the main tasks of the acquisition process on technological synergies will be
elaborated. Within the second section the impact of the integration
approach and process on the successful realization of innovation and
resource deployment opportunities will be shown.

5.4.1 The impact of the acquisition process on 
technology-based value creation

As implied by several researchers37 and as observed within the case studies the
design and the specific tasks fulfilled during the acquisition process have a
tremendous impact on the likelihood of achieving technological synergies
after the acquisition. Thus in the following text the appropriate process design
and structure as well as the required acquisition tasks will be identified.

5.4.1.1 The acquisition process design

Today state-of-the-art acquisition processes are understood as highly
strategic processes with non-continuous occurrence, highly influenced by
external factors and partners and characterized by their limited time hori-
zon, large information asymmetry and required secrecy. Due to these spe-
cialities it is often overlooked that the acquisition process be notwithstanding
a strategy formulation process and thus needs to adhere to certain general
design criteria. This oversight often results in highly secretive and financially
dominated processes managed by a corporate staff team that hardly consid-
ers technology-related aspects. Thus the acquisition process should be
designed according to the following criteria, derived from the case studies.
In order to ensure the appropriate consideration of technological aspects,
the acquisition process should be:

● Integrative
● Holistic
● Systemic.

An integrative acquisition process means that an acquisition is subject to not
only general business strategy making, but also the marketing, HR, finance
and especially technology and innovation strategy. Thus during the acquisi-
tion process all relevant areas of a company should be integrated into the
strategy formulation process. Negligence of the technology dimension
might lead to underestimated risks or a misunderstanding especially of long-
term value creation potential, as was the case in the Aseptofill acquisition.
Thus an integrative acquisition process considers all aspects of the two
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companies relevant for value creation. This line of argument might be
opposed due to the required secrecy of the acquisition process. Indeed all
measures have to be taken to ensure the privacy of the acquisition process,
however without extensively compromising the quality and soundness of
the strategy formulation–better losing a deal than risking a disaster.

A holistic acquisition process goes one step further. It not only considers
the individual functions and areas but also consolidates them into one holis-
tic picture of the acquisition. Thus highly complex interrelations, value-cre-
ation opportunities and risks can be balanced and compared. A holistic
acquisition process thus ensures that technology aspects and the potential
value creation and risks from combining resource bases are viewed as one
integral element of the overall acquisition rational. For example, it was
observed that often technological risks were identified within the technology
due diligence in an acquisition but, these were not integrated within the
overall company strategy and falsely were estimated as insignificant. Even
though Phonak’s head of engineering and senior engineer were aware of the
impending risks to base a product on the very new outsourced DSP factory
platform and reported this to the board, the board did not take sufficient
notice of this threat and declared that the technological risks could be
mastered. Finally the developed product was delayed in its launch by six
months and never really became a success. This example shows that lack of
a holistic integration of technology aspects into the overall acquisition
strategy making can have poor results.

Additionally, the acquisition process needs to be systemic.38 It was observed
that an established acquisition process supported by an M&A team or by
consultants was conducive to acquisition success and technology-based
value creation. It ensures the diligent fulfilment of the acquisition tasks and
the integrative and holistic procedure of the acquisition process in a timely,
but not too quick, manner. It determines who should participate and when
during the acquisition process in a systematic way and thus facilitates the
whole strategy-building process – an example was the Plasma-Therm acqui-
sition process.

Additionally, a systemic, holistic and integrative acquisition process facili-
tates clear transition to integration and thus strategy implementation
processes, which is essential to realizing the developed strategy and planned
value creation.

5.4.1.2 The acquisition process structure

In addition, this systemic, holistic and integrative acquisition process needs
to be supported by the appropriate acquisition structure which actively pro-
motes the identification, assessment and realization of technological syner-
gies. For example, Foster and Kantrow (1988: 51) state that one should ‘not
underestimate the power of an effective chief technical officer [to achieve
technology-based value creation in corporate acquisitions] when he is allowed
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to function as a corporate strategist’. Furthermore, the integration of
gatekeepers39 to support the integration process40 or other boundary-spanning
technology-related functions are proposed.41 Another structural issue is the
assignment of a team of managers specifically in charge of overseeing
the transfer of knowledge and the achievement of technology-based value
creation (Kozin & Young, 1994).42 Furthermore, the development of infor-
mation systems that link R&D with key stakeholders across the business
units or of incentive systems that foster R&D cooperation is recommended
(Hitt, M., Hoskisson, R. E., Ireland, R. D., et al., 1991b).

5.4.1.3 The acquisition process tasks

Besides the appropriate acquisition process design and underlying structure,
the tasks which are fulfilled during the acquisition also have an important
impact on the likelihood of achieving technological synergies. These tasks
comprise:

● strategy development
● assessment of the technology-based value-creation opportunity
● integration planning.

Diligent, prospective strategy formulation is a core task of the strategy
formulation process. This task also needs to be mastered in an integrative,
holistic and systemic manner and should integrate the technological aspects
as well as identify and assess the potential value-creation opportunities
based on realistic scenarios. As Hitt et al. (1991b: 32) and others43 state,
‘executives … can follow an acquisition strategy and be innovative, but only
with careful planning and execution’. Chaudhuri and Tabrizi (1999: 195) make
this statement: ‘successful acquirers, by contrast, systematically determine and
outline their capability needs’. Furthermore, Kozin and Young (1994) state that
potential opportunities for future offerings based on the capabilities of the
companies have to be analysed. Similarly James and his colleagues (1998: 569)
recommend the acquirer: ‘think beyond the deal to consider the implications
of the acquisition for technology in both the acquirer and the acquired busi-
ness and the post-acquisition approach that can best realize value from the
post-acquisition combination of their technological assets’.

The second task, the diligent, prospective assessment of the technologies
also referred to as technology due diligence44 shall overcome the information
asymmetry between target and acquirer, ensure the absence of technology-
related risks, validate the potential for technology-based value creation and
support the acquisition price finding. Without a diligent technology due
diligence, upcoming technology-related risks might be underestimated (as
was the case in the Aseptofill acquisition), the value creation potential mis-
understood (as happened in the Plasma-Therm and Unitron acquisition) and
the acquisition price falsely calculated.45 Other authors46 argue that the
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maturity of the technology in question highly effects successful value cre-
ation, and thus needs to be investigated during the due diligence.
Additionally, an analysis of the candidate’s existing products and capabilities
are an indication of the technological capabilities (Chaudhuri & Tabrizi,
1999). Furthermore, the strengths of the underlying IP assets, infrastructure
and R&D capabilities and key people are considered to highly impact on the
potential for technology-based value creation.47 Other factors to be consid-
ered are external factors such as market trends48 or technology trends. Thus
the integration of marketing experts and knowledge seems appropriate at
the technology due diligence investigation.49 The integration of immature
technologies, for example, especially if the acquirer is not aware of this flaw,
can result in poor R&D performance and innovativeness.50 A few authors51

have specifically addressed this aspect of the technology due diligence and
developed concepts to conduct a technology due diligence which aims to
improve the potential for technology-based value creation and thus reduce
the risks of inappropriate investments in companies. The approaches of the
authors are highly varied in focus, applicability and detail. Most of the con-
cepts investigate attractiveness of the current technologies and their relation
to past success. The more future-oriented perspective within the technology
due diligence, the investigation of whether the technologies can be the basis
for future technology-based value creation, is hardly addressed.

The third task is diligent and detailed integration planning. A profound and
holistic integration planning was often a key success factor for acquisition
success and technology-based value creation. It is needed to ensure the link
between strategy formulation and implementation and can thus determine
success or failure. The negative results of a lack of integration planning
became apparent in almost all the case studies.

Thus it can be concluded that an integrative, holistic and systemic acqui-
sition process which includes the diligent fulfilment of strategy building,
due diligence and integration planning is conducive to technology-based
value creation after the acquisition. Concrete examples of how to fulfil these
tasks will be provided within the next chapter on technology-based strategic
acquisition and integration management.

5.4.2 The impact of the integration process on 
technology-based value creation

As mentioned, observed and confirmed by various researchers, the integra-
tion and thus strategy implementation process is the main determinant of
acquisition success and failure and of the successful realization of technology-
based value creation. Various authors have tried to explain which integra-
tion approach should be chosen and how the integration process shall be
designed to achieve general value creation; however, only a few authors have
so far attempted to explain the impact of the integration approach and
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process on technology-based value creation and these are highly inconclusive
and even partly contradictory.

A few researchers state very clearly which integration approach is
favourable but some of them are not in agreement. For example, researchers
such Jemison (1988) or Chaudhuri and Tabrizi (1999) plead for a low-
integration approach, if technology-based value creation is pursued. They
argue that innovation and the leveraging of technologies requires learning,
mutual respect, trust52 and thus needs time. Whereas others53 have observed
that only a tight integration approach leads to the expected results. They
claim that technology-based value creation requires a high level of interac-
tion, communication and cooperation.54 For example, Capron and Mitchell
(1998) have observed that interaction and bilateral redeployment of resources
improve the R&D capabilities of the firms.55 Chakrabarti and his colleagues
(1987; 1994) modify this general statement on the tight integration approach
by saying: ‘A high level of integration with the corporation was seen to have
high positive relation with performance … Organizational integration with-
out an excessive increase in formalization was found to be key to enhancing
the performance of the acquired division’ (Chakrabarti & Souder, 1987: 113;
Blex & Marchal, 1990).

Birkinshaw (1999) and, similarly, Puranam and his colleagues (2003)
distinguish between two different ways of achieving technology-based value
creation which resemble a trade-off between human and task integration.56

Also Ranft and Lord (2002: 430) describe the integration antagonism by
stating that ‘greater autonomy during integration facilitates the preservation
of an acquired firm’s tacit and/or socially complex knowledge …
[however] … inhibits the transfer of the acquired firm’s technologies and
capabilities that are based on tacit and or socially complex knowledge’.

Birkinshaw (1999) distinguishes between a high and a low road to integra-
tion. The low road describes a fast level of task integration, risking demoti-
vation of people, cultural clashes and experts leaving, however achieving
operational synergies quite soon after the acquisition. The high road takes
more care about people’s behaviour. Integration at the high road level pur-
sues a quite distant approach resulting in late operational synergies and
often in a second wave integration. Regarding technology-based value cre-
ation, Birkinshaw (1999: 38) concludes that: ‘taking the high road of slow
and cautious post-acquisition integration is the best choice when the
acquired company is knowledge-intensive’.

Puranam and his colleagues (2003) have investigated the impact of
different integration approaches on innovativeness. They have come to the
conclusion that a low-integration approach results in fast initial innovation
outputs; however, subsequent innovativeness is limited. At a high level of
integration the time-to-market for the first new product takes longer, but
innovativeness remains stable. Thus in contrast to Birkinshaw’s (1999)
findings it can be concluded that a tight integration approach and thus the
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low road would be favourable with respect to technology-based value
creation.

Birkinshaw’s model (1999) also shows the relation between integration
approach and speed. Thus the integration approach is related to integration
behaviour. Whereas some authors57 are in favour of a low speed of
integration and in particular technology integration, providing slack to
enable knowledge preservation and learning, others58 have observed that a
high speed is more appropriate. Foster and Kantrow (1988) make a more
relative statement by recommending an appropriate level of management
pressure.

Another aspect unresolved and intensively discussed in integration plan-
ning is the integration structure. This aspect is mainly concerned with reten-
tion of the management of the acquired company and the leadership
structure during integration. Ranft and Lord (2002), for example, state that
the proportion of managers from the acquirer within the integration man-
agement reduces the retention rate and is curvilinear to communications.
Best practice reports and researchers59 conclude that the managers of the
acquired company may need to change, whereas others60 recommend keep-
ing the leaders of the purchased company.61

The only areas of agreement within the integration planning comprise the
importance of a shared technology vision and strategy,62 the retention of key
engineers63 and a high level of communication, the use of symbolic actions64

and a fair integration behaviour.65 Also the positive impact of story-telling
versus the negative one of rumours is discussed.66 Furthermore, the early
decision upon the integration approach and management and thus the
importance of early and appropriate integration planning is agreed upon.

In order to bring some clarification to the above observations and to dis-
cuss the respective findings from the case-studies, a model (see Figure 5.17)
is provided to guide elaboration and thus reduce complexity. This model was
observed in all case studies, matches the findings from the literature and was
discussed with various practitioners and researchers and confirmed as repre-
senting reality. It allows the explanation of the impact of the acquisition
type on the integration processes and of the occurrence of innovativeness
and efficient resource deployment in the course of the integration progress.
Additionally, the model provides an overview of the overall developments
within the whole company over the time of the integration progress.

On the x-axis of the model the integration progress is shown. The integra-
tion progress and not the integration time is deliberately provided as these
two factors are often falsely interrelated. Integration progress represents the
level of achieving corporate coherence67 between the acquirer and the target.
On the y-axis the cumulated internal frictional resistance is drawn. This is an
indication of the internal inefficiencies within the merged companies. It
could be measured by redundancies, inefficiencies in process and informa-
tion flows, internal human resistance and the like.
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This model of the integration progress shows that all acquisition integra-
tions undergo an evolution or development rather than occurring simply as
an event. Each integration stops at a different phase of this evolution. This
development can be separated into three phases: the low integration phase;
the corporate restructuring phase; and the consolidation or full integration
phase finally achieving dynamic corporate coherence. Based on this model
it will be explained in which phase of the integration evolution which
technology-based value creation occurs and what it is dependent upon.
From this can be inferred which aspects are especially important to consider
in order to achieve technology-based value creation in the course of the
integration progress.

5.4.2.1 The low integration phase

The first phase, low integration, is normally referred to as the typical
integration phase. It starts with the closing of the acquisition and is mainly
concerned with the realization of initial synergies, such as synergies within
the procurement or sales area. Furthermore, the typical technology-based
quick gains, such as cross-selling opportunities, are achieved. Additionally,
the supportive integration, such as integration of the HR and IT systems, the
financial and legal integration and the like, is conducted. Organizational
integration is mostly conducted to a very limited extent. The phase ends
with the typical low-integration approach. The cumulative internal frictional
resistance is reduced only a little as low organizational integration results in
inefficiencies in the organization and redundancies prevail. Behaviour
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Figure 5.17 Model of the acquisition integration process
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during the initial phase should be focused on retention and communication.
The main focus lies on sustaining value and keeping people as well as per-
suading them of the vision and strategy of the new joint company. Very
often during this phase the old leadership personnel of the target company
is retained to master the first adaptations and to motivate the employees.
The leadership style though should be very strict and dominant to reduce
chaos and to achieve the required workload during this intense integration
time. Thus it is recommended that a new leadership team should be
introduced to the target right from the beginning of the integration. This
first low-integration phase lasts very differently at the various acquisitions.
Many companies today pursue this low-integration approach as a perma-
nent status and retain the acquired company at a distance, even though the
potential for value creation is limited to quick gains. Occasionally, for exam-
ple as occurred with IBM’s acquisition of Lotus Notes, this at-arm’s-length
integrated and quite independent target loses its innovativeness after some
time as it cannot work for itself and many key people leave after several years
following the acquisitions. Then the performance of this independent
daughter company decreases and additionally the mother company increas-
ingly feels the urge to reap further synergies. This often results in a second-
wave integration, mostly around five years after the initial integration.68 The
large problem with this second-wave integration is the lack of sense of
urgency to change among the target’s personnel and its resistance to this
very late integration effort.69 Thus the initial precautionary having low inte-
gration, often justified by arguments such as: ‘If we fully integrate them,
then they lose their innovativeness or their key people will leave’, then turns
into even more competence destruction several years after the acquisition.
Thus it might make sense only in acquisitions that aim solely for value
creation from quick gains with a limited time horizon, which is sometimes
the case at venturing acquisitions, to keep them in the low-integration
phase. All other acquisitions which also aim for long-term technology-based
value creation should further evolve within the integration development.

5.4.2.2 The corporate restructuring phase

The second phase is the corporate restructuring phase. As the low-integration
phase results in a suboptimal level of integration of the two companies,
within the corporate restructuring phase additional effort has to be taken to
change and restructure both companies as one new joint enterprise with a
new configuration. This corporate restructuring requires both acquirer and
target to change their corporate contexts in order to build a new and better
enterprise and to use the joint resources and competencies. This restructur-
ing, however, requires additional effort and temporarily increases the
accumulated internal frictional resistance but without this additional effort
(in chemistry the analogy of ‘activating energy’ would be appropriate) the
corporate coherence of one new emergent company cannot be achieved
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(see Figure 5.17). In the course of this corporate restructuring phase the
wheel of technology-based value creation starts spinning. The restructuring
enables the redeployment and substitution of resources such as the co-location
of engineering teams or the transfer of manufacturing activities. Furthermore,
initial innovation activities can be initialized. Besides this the corporate
restructuring phase is concerned with the reorganization of the corporate
processes and structures and finally enables internal coherence within
the new company and its fit with external developments. Additionally, the
integration has to focus on change and retention management. During
this highly complex and resource-demanding time, the integration process
has to have top management’s full attention. Furthermore, the key person-
nel and particularly ‘change agents’ have to be involved in achieving
organizational change, and to communicate a new joint vision and strategy
as a guideline for company transformation. The integration has to have a
momentum and should be supported through efficient communication,
story-telling and the publication of the successes. Management style has to
be decisive, fair and clear. This integration behaviour during the corporate
restructuring phase can be understood as a ‘catalyst’, again referring to the
chemistry analogy, to lower the required activating energy. This process has
to be mastered very diligently and actively and is best done by a new
leadership individual, especially as there is the risk that the integration could
revert to the suboptimal integration level. This was, for example, the case at
the Plasma-Therm acquisition. The transfer of the business unit headquar-
ters was a good start for a corporate restructuring, but its poor execution
resulted again in a very low level of integration and limited potential for
technology-based value creation – in that case the development of the
Unified Platform.

The duration of the corporate restructuring phase varies greatly. It starts
partially immediately after the closing or several years after the acquisition
as a second-wave integration effort and its end is determined by the com-
mitment and management of the restructuring phase. Furthermore, the
restructuring phase can occur in different company areas at different times.
Whereas the full integration of sales channels often occurs quite soon after
the integration, the restructuring of innovation and technology-related
functions often starts much later and takes longer.

5.4.2.3 The consolidation phase

The third integration phase is the full integration phase or consolidation
phase. Within this phase the focus is on not the organizational change but
the slow merging and consolidating of the two companies into one new
enterprise. A new joint corporate context, such as a new corporate vision,
strategy and culture, slowly emerges. Hand-in-hand, fostered by interaction
and confrontation during the restructuring phase, emerge trust and mutual
understanding. Thus the wheel of technology-based value creation starts
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spinning even faster. The focus is on achieving a balanced company pursuing
corporate coherence and realizing long-term technology-based value-
creation opportunities.70 Technology and product platforms occur and com-
petence centres are formed. In the course of the consolidation phase the
accumulated internal frictional resistance slowly decreases until it reaches a
dynamic corporate coherence. The organizational structures are either fully
integrated or contain boundary-spanning structures. The integration
behaviour is focused less on dominant leadership and rapid pace and more
on providing slack to achieve mutual understanding and technology-based
value creation. Thus, again using the chemistry analogy, it acts as a ‘moder-
ator’. Only then, mostly several years after the acquisition, does the com-
pany reach a coherent state, whereas mostly this stage is never achieved due
to other strategic undertakings. However, it is important to recognize that an
acquisition is not finalized eight weeks or half a year after closing; its impact
lasts long after the contract has been signed.

Thus it was observed that the design of the integration phase and associated
activities have a crucial impact on technology-based value creation. Whereas
in the first low-integration phase only quick gains can be achieved, a second
phase of corporate restructuring is required to achieve a joint company con-
figuration which enables long-term technology-based value creation. Within
each phase different aspects have to be addressed and activities have to be
mastered. Furthermore, the integration behaviour, such as leadership style,
integration pace, communication and the like, plays a different role within
the different integration phases. It can be concluded that acquisitions which
pursue short- and long-term technology-based value creation need to
undergo all three phases of the integration evolution to reap full value
creation potential.

It can be summarized that the acquisition and the integration processes
have a significant impact on technology-based value creation. Whereas an
integrative, holistic and systemic acquisition process and the diligent
fulfilment of the associated tasks ensure the appropriate consideration of
technology-based value creation potentials, the management of the integra-
tion evolution finally determines its realization over time and subsequently
the generation of revenue.

5.5 External Developments

The fourth main aspect impacting on technology-based value creation
besides acquisition type, initial conditions and strategy processes, is external
developments. A variety of different impacts of market trends and other
external developments on technology-based value creation were observed.
A slow market development provided slack especially to achieve resource
deployment, learning and trust building between the two companies, as was
the case at the Plasma-Therm acquisition where, after the boom in the
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semiconductor industry, the downturn time was used to develop the product
platform. A faster-than-expected market development gave rise to the urge
to reap technological synergies, as was the case at the Unitron acquisition;
however, this also posed the threat of asking too much from R&D personnel.
For example, during the first year of the Plasma-Therm acquisition activities
were entirely focused on serving customers’ needs and hardly any techno-
logical synergies were achieved. This was justified by the booming market.
Thus it can be inferred that market developments should be used as they
come. In highly dynamic times the focus should be on sustaining and
increasing the existing value while reaping easily achievable technological
synergies: previously referred to as quick gains. Accordingly slower market
developments should be used to redeploy the resource base and to reap
resource deployment synergies.

5.6 Conclusion from the New Understanding

This model of understanding provided the answer to the first research
question on which aspects are relevant for achieving technology-based value
creation in corporate acquisitions in innovation-driven industries. Details
were given of how technology-based value creation occurs, the acquisition
types in which it becomes relevant and in which way it needs to be
addressed. Furthermore, the initial conditions, an inherent technology-
based value creation potential, an acquisition capability, a strategic fit and a
contextual fit between target and acquirer that are required for technology-
based value creation were described. Additionally, the correct design and
mastery of acquisition and integration processes for promotion of resource
redeployment and innovation achievment was described. Last but not least,
the impact of external development on the occurrence of technological syn-
ergies was discussed. These findings were based on cases from practice and
enhanced by notions from the literature. In the next chapter a concept for
strategic acquisition and integration management, taking into consideration
the above findings, will be developed.
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6
Technology-based Strategic Acquisition
and Integration Management

The previous chapter on the new understanding of technology-based value
creation in corporate acquisitions outlined the criteria which are required to
achieve successful resource deployment and innovativeness from acquisi-
tions. However, practical concepts for applying the criteria identified in the
course of the strategic acquisition and integration management are still
missing. Thus this chapter aims to close this gap and introduces a theory for
technology-based strategic acquisition and integration management, thus
answering the second research question guiding this book. This technology-
based strategic acquisition and integration management theory aims to
provide managers with concepts that support their decision-making in
corporate acquisitions in innovation-driven industries. The concepts help to
integrate the identified criteria required for successful technology-based
value creation into acquisition and integration management. Thus they
support the development of growth options which provide long-term value
creation potential, the selection of potential targets which offer a joint
technology-based value creation potential and the development of a
technology-aware acquisition and integration strategy. This integrates
future technology and innovation-related activities and helps to validate the
occurrence, profitability and successful realization of technology-based
value-creation opportunities in the course of the technology due diligence.
Furthermore, the concepts support managers in determining and planning
an integration approach which fosters the realization of long-term techno-
logical synergies. Thus the technology-based strategic acquisition and inte-
gration management theory helps companies to become more innovative
after their acquisitions and supports them in efficiently deploying their
capabilities.

Within a first section of this chapter the development of the concept is
outlined. In a second section an overview of the concept and its integration
is provided and in a third section the different phases and layers of the
technology-based strategic acquisition and integration management are
discussed in detail.
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6.1 Developing the Concept

The technology-based strategic acquisition and integration management is
designed as a strategic process aiming to formulate and implement an acquisition
and integration strategy. Thus it consists of a strategy formulation process: the
acquisition process, and a strategy-implementation process: the integration.
The acquisition process is a prescriptive and rational planning process as well
as a political and social process of interactions between people.1 The integra-
tion process as strategy-implementation process is understood as a process of
action, measurement and control concerned with the design of the structures,
processes and behaviour of the organization influenced by the integration
leadership and context.

Furthermore, technology-based strategic acquisition and integration
management will be an adaptation of the existing strategic acquisition and
integration management concepts found in theory and practice. Thus it will
be structured within pre-transaction, transaction and post-transaction
phases and will adopt several aspects which are not related to technology
aspects in acquisitions.

Additionally the technology-based strategic acquisition and integration
process will fulfil certain requirements. Thus it has to actively consider and
integrate the criteria that are conducive to successful technology-based value
creation from corporate acquisitions. The process will consider the impact of
different acquisition types on resource deployment and innovativeness, it
will assess the initial conditions to foster technology-based value creation, it
will adhere to the innovation-fostering process design and consider the
impact of external developments on technology-based value creation (see
also Chapter 5).

Furthermore, the concept of technology-based strategic acquisition and
integration management will be elaborated in two different steps. The first pro-
vides a rough overview of the process as strategy formulation and implementation
concept, addresses the holistic perspective including several company areas and
is used to outline the integrating nature of the concept between strategic man-
agement, acquisition and integration, and technology and innovation man-
agement. The second step is used to specifically focus on the aspects relevant for
technology-based value creation in corporate acquisitions. It addresses each of
the six process phases and the four different layers of the acquisition and inte-
gration process individually, explains structures and methodologies useful for
achieving technology-based value creation and provides implications for the
behaviour during the process phases. These individual elements, while they are
embedded within the overall process, however are thought to be used and
applied selectively and also individually. Thus the proposed elements can be
chosen according to specific needs and also applied within other strategy
processes. Thus the detailed concept shall be used as a modular framework of
‘plug’n’play’ elements. Additionally, the detailed concepts will be further
explained and exemplified by best practices from industry.
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6.2 Overview of the Concept

The technology-based strategic acquisition and integration management
consists of a strategy formulation and implementation process split into six
different phases (see Figure 6.1). These phases cover the acquisition and
integration process in an integrated and holistic way. Thus the objective of
the process is to develop and to implement an acquisition and integration
strategy. The process mainly takes place on the strategic level; however, it is
also intertwined with the normative and operational level. Furthermore, the
process is managed on different layers represented by the core M&A team,
the functional teams, the supportive teams and the integration team.
Additionally the process bridges the gap between technology and integration
management on one hand and acquisition and integration management on
the other. These characteristics will be outlined in the following.

6.2.1 Phases of the technology-based acquisition and 
integration management

The first and initiating phase of the acquisition process is the regular strategy
planning of the acquirer. Thus it is supposed that an acquisition should not
be opportunistic but the result of a systematic and holistic business-strategic
planning. This ensures consistency between short- and long-term business
strategies and the acquisition rational. Once the idea of acquiring a company
fits with the company strategy, the actual acquisition process is initiated
with the task of screening for a company. Many large companies today have
a strategic M&A department which is in charge of regularly searching for
potential targets. If this is the case, then the first two phases of the process
may run in parallel. After having identified a potential and attractive target,
a core acquisition team is set up. This mainly consists of the business unit
manager, a financial controller, an M&A manager, tax and legal experts, the
CTO and a transition manager, which will be responsible for the integration.

Subsequently the third phase begins. The core team and its subteams are
in charge of developing a rough and preliminary acquisition and integration
strategy – or often referred to as a business plan based on assumptions and
financial figures – and of introducing it to get an approval to proceed with
the acquisition. The pre-transaction phase lasts until this approval is
obtained. Then the target company is contacted, a non-disclosure agreement
is signed and the acquisition and integration strategy will be detailed based
on the reducing of information asymmetry. This phase is a repetition of the
third phase: the acquisition and integration strategy development. Another
approval will be required to enter the next phase which aims to further
reduce the information asymmetry and to detail and revise the developed
acquisition and integration strategy. This phase is called the due diligence.
This due diligence is concerned with validating the acquisition and integration
strategy, with assessing the risks and supporting the price finding. Within
the further discussions the technology due diligence will be one core element.
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Figure 6.1 Technology-based strategic acquisition and integration management
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After the acquisition, or possibly in parallel with it, the fifth phase, concerned
with the integration planning, starts. After these phases the transaction and
strategy formulation is finalized with the signing of the acquisition contract.
Subsequently, after the closing, the integration phase, which represents the
actual implementation of the new joint business strategy, is started on the
operational level and steered and controlled on the strategic level.

An important characteristic of the strategic acquisition and integration
process are its parallel activities. Thus the process phases are not as sequential
as indicated but rather they overlap and periodically iterate with the reduc-
ing of information asymmetry. Another crucial aspect is the interrelation
between the acquisition and the integration process. Thus this technology-based
strategic acquisition and integration management sees strategy formulation
and implementation as highly linked processes which need to be understood
as two elements of one strategic acquisition. An example of the interrelated-
ness between acquisition and integration process can be seen within the best
practice case of General Electric’s acquisition and integration management
(see Best Practice 1).

6.2.2 Layers of the technology-based acquisition 
and integration management

The strategic acquisition and integration process can also be divided into
layers. Generally four different layers with different tasks and represented
by different teams can be distinguished. The main layer which coordinates
the other layers is the management layer represented by the core M&A team
(see Figure 6.2). This project management layer is responsible for the over-
all development and implementation of the acquisition and integration
strategy and coordinates and aggregates information from the different
sub-layers. These are the functional layer, the supportive layer and the
integration layer.

The functional layer, represented by the various functional subteams of
the core M&A team, is in charge of the functional content of the acquisition
and integration. Thus the sales and marketing team, the manufacturing
team, the supply chain and procurement team as well as the R&D team are
concerned with formulating their information needs, with identifying and
evaluating value-creation opportunities, with the due diligence within their
area and with integration considerations within their function. Furthermore,
the functional teams coordinate, steer and control the operational integra-
tion within each company function. The supportive subteams are concerned
with company valuation, tax and financial investigations, communicating
the acquisition and integration, negotiation of the deal and the change
management associated with the acquisition and integration. The teams
support the core and the functional teams and thus complement the devel-
opment and implementation of the acquisition and integration strategy.
Last but not least, the acquisition and integration process also takes place
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Best Practice 1 Acquisition and integration management at GE

General Electric is highly experienced in doing acquisitions: ‘we consummate about two acquisitions a week’
(GE Capital, 2001). The acquisition and the integration process are two integral parts of the overall acquisition and
integration management. GE continuously improves the acquisition capability. 

Revenue in 2002: USD 131.7bn, Net earning 2002: USD 15.1bn; # employees: 315,000 
Businesses: Advanced Material, Finance, Consumer & Industrial; Energy, Equipment Service, Healthcare, etc

Source: Capital, G. (2001) The Right Way – and Some Wrong Ways – to Make an Acquisition, GE Corporation. 

Pre-acquisition
Foundation

building
Rapid

integration Assimilation
n

• Continue developing 
common tools, 
practices, processes 
and language

• Continue longer-term
management exchanges 

• Utilize corporate 
education

• Use audit staff for 
integration audit

• Begin cultural 
assessment

• Identify business's 
cultural barriers to 
integration success

• Select integration 
manager

• Assess strengths / 
weaknesses of 
business and function 
leaders

• Develop communication
strategy

• Formally introduce 
integration mgr

• Orient new 
executives to GE 
business rhythm and 
non-negotiables

• Visibly involve senior mgmt 
• Jointly formulate 

integration plan 
including 100-day and
communication plans 

• Provide sufficient 
resources & assign 
accountability

• Use process 
mapping, CAP and 
workout to accelerate 
integration

• Use audit staff for 
process audits 

• Use feedback and 
learning to 
continually adapt 
integration plan

• Initiate short-term 
management
exchange

- Due diligence
- Negotiation and 

announcement
- Close

- Launch
- Acquisition

integration workout
- Strategy formulation

- Implementation
- Course assessment 

and adjustment

- Long-term plan evaluation
and adjustment

- Capitalizing on success 



143

Figure 6.2 Different layers of the technology-based acquisition and integration process
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The acquisition process is segmented into four layers of which each is concerned with a different acquisition task.
Acquisition and integration process merge perfectly. 

Revenue in 2003: USD 89.1 bn; Gross profit margin 2003: 37%
Businesses: Software, IBM Global Services, Server & Storage, Technology Group, IBM Craig Corporation
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Best Practice 2 Acquisition and integration management at IBM

on an integration layer represented by the integration team headed by the
transition manager. This layer ensures the continuous and consistent con-
sideration of the integration aspects throughout the acquisition and integra-
tion process and is in charge of assessing the contextual fit, of developing
an appropriate integration approach and configuration, and of planning,
implementing and controlling this approach.

An example of the acquisition and integration process in its different
phases and on different layers can be seen in Best Practice 2 on IBM.



6.2.3 Technology-based strategic acquisition and 
integration management on the normative, strategic and 
operational level

Whereas the main acquisition and integration process takes place on the
strategic level, it is also tightly linked to the normative and operational level
(see Figure 6.3). Generally the normative elements of a company, such as a
long-term vision and a company policy, impact on all phases and layers of the
technology-based acquisition and integration process. Thus these general
guidelines influence strategy building, selection of a matching target, acquisi-
tion and integration strategy and particularly integration management.
Additionally the acquisition and integration process is also linked to other
strategic processes. It is initiated by the general strategic planning processes
and strongly affected by other strategic initiatives of the acquirer such as reor-
ganizations, other acquisitions or the like. Furthermore, the acquisition and
integration process needs to be supported by and based on the operational
processes. Thus general strategic planning is based on operational advances,
company screening needs to be fed by the experience of the functional areas
of the company, and acquisition and integration strategy development needs
to be based on the judgment of information gained from operational line
managers. Last but not least, integration mainly takes place on the operational
level. Thus successful acquisitions can be fostered by consistently integrating
operational functions into the whole acquisition and integration process.

6.2.4 Integrating the technology and innovation 
management into the AIM

Additionally, this overview of the concept of technology-based strategic
acquisition and integration management is used to outline its integral char-
acter linking technology and innovation management to both strategic
management and acquisition and integration management (see Figure 6.4).
The individual aspects and their interrelation will be addressed within the
detailed discussion of the different phases of the technology-based strategic
acquisition and integration process below.

6.3 The Detailed Concept

Within this chapter each phase of the technology-based strategic acquisition
and integration process will be detailed and discussed. The main objectives
of each phase as well as the critical aspects to consider for achieving
technology-based value creation are outlined. Furthermore, different
processes, methodologies, structural and behavioural elements and implica-
tions are introduced. These elements will complement, enhance and partly
substitute the existing acquisition and integration management and foster
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Figure 6.3 A&I process on the normative, strategic and operational levels
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Figure 6.4 Integrating strategic, technology, and innovation, and acquisition and integration management
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the occurrence and realization of technological synergies in the course of the
integration process. Thus the introduced concept is not a comprehensive
guide to overall acquisition management but focuses on the integral ele-
ments which support the realization of technology-based value creation.
Furthermore, the concept mainly addresses the strategic aspects and thus
focuses on strategy formulation and integration planning rather than on
their operational implementation. Additionally the concept mainly focuses
on the core, the functional and in particular the R&D layer and the integra-
tion layer. Tasks of the supportive layer, such as company evaluation, tax,
financial and legal issues, IT-related considerations and negotiation strate-
gies, are not addressed as sufficient consideration of there can be found in
other books on strategic acquisition and integration management.2

6.3.1 Strategic planning

The first phase of the technology-based strategic acquisition and integration
management process is the general strategic business planning of a firm. This
phase aims to develop a holistic business strategy which addresses the strategic
targets and paths of all relevant areas of the company. Strategic planning, as
an integral part of the acquisition and integration process, further aims to
identify strategic growth options for the company which can be pursued via
an acquisition. This phase takes place on the management layer of the acqui-
sition only, as the acquisition team has not been established yet. Thus the
responsibility for the process lies in the hands of the strategic business plan-
ning team and the corporate M&A team led by the business unit head.

To ensure that the identified acquisition options comprise the potential
for long-term success in innovation-driven industries and thus enable occur-
rence of technology-based value creation, strategic planning has to address
the following relevant aspects:

● The acquisition option has to be included in the strategic planning as a viable
strategic path to achieve short- and long-term business strategic goals;

● Technology and innovation strategic planning has to be an integral part of
strategic planning;

● Strategic planning has to consider internal and external developments to
decide upon the strategic objectives and paths;

● The company’s own ability to pursue the strategic path of an acquisition has
to be considered.

The generic strategic planning process consists of four phases: (1) identification
of strategic options; (2) evaluation of strategic options; (3) decision upon
and formulation of the strategy; (4) implementation of the decided strategy
(see Figure 6.5).

Generally, it is recommended that a company be engaged in various
different strategic planning cycles with different time horizons.

148 Mastering the Acquirer’s Innovation Dilemma



149

Figure 6.5 Integrated strategic planning
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Figure 6.6 Planning cycles to allow strategic acquisition
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Figure 6.6 provides an overview of the planning cycles on the normative,
strategic and operational levels with different time horizons. An acquisition
should be considered within the development and competitive strategic planning
processes. Hence acquisitions which impact on the company for several
years can also be strategically consistent. Companies which lack mid- and
long-term planning have to address acquisitions more opportunistically,
which might negatively affect the long-term performance of the company.
To ensure the integration of the acquisition option and the consideration of
technological aspects into strategic planning, it is useful to integrate the con-
cepts of strategic acquisition and integration management and technology and
innovation management into the strategic planning process.

Thus the identification of strategic options can be supported by gap analysis
or functional analysis, both methods which can be used to identify a lack of
competencies. The strategic options should extend the existing scale and
scope of the company (see Figure 6.7), but not address highly unrelated
fields in order to avoid unrelated acquisitions. Furthermore, the evaluation
of strategic options needs to be enhanced by assessing their technological
relevance and timely feasibility, for example by using the technology portfolio.
Once strategic options have been chosen and gaps have been identified, the
question arises of how the strategic objectives shall be pursued. This decision
can be supported by Make-or-Buy analysis which provides indications of

Strategic Acquisition and Integration Management 151

New competencies

N
ew

 m
ar

ke
ts

Extend the
scale

Unrelated
business

New
business

Existing
business

scale & scope

Extend the scope

Figure 6.7 Strategic acquisition options which extend scale and scope of the company



152 Mastering the Acquirer’s Innovation Dilemma

Best Practice 3 Strategic planning at Phoenix

Revenue in 1999: EUR 859.7 mio; # employees: 9.394 (Phoenix before the acquisition)
Businesses: Comfort Systems; Fluid handling; Conveyor systems; others 

Source: Ellgast, K. (2000).

The strategic planning process conducted at Phoenix, an automotive supplier, before their acquisitions is a good
example of how to integrate competence-related aspects and acquisition options into one holistic strategic planning
process.
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whether a strategic objective should be pursued by the company alone or
whether the company should cooperate or eventually acquire another
company to achieve this objective. Thus the acquisition option becomes one
alternative to several strategic paths. A best practice example of how to
integrate competence-related aspects and the acquisition option in strategic
planning can be seen in Best Practice 3.

Before the decision about initiating an acquisition project is made, the
strategic planner should investigate whether the company is able to pursue



this chosen path. This investigation of the availability of the acquisition
capability can be conducted by a self due diligence (see Figure 6.8). This self
due diligence is a self check whether the company has the organizational
ability and sufficient resources to conduct an acquisition. This self check
includes the consideration of whether sufficient acquisition experience has
been gained, whether a certain degree of formalized acquisition and integra-
tion management and also technology and innovation management is set
up and whether the company is willing to change and develop into a new
joint company. Furthermore, it is roughly checked to determine if the
acquirer can provide sufficient resources in terms of financial liquidity, man-
agement attention and time as well as leadership and technological skills to
undertake an acquisition. The lack of acquisition competence will foster the
awareness of potential upcoming risks. After this self due diligence and the
overall strategic agreement to pursue the strategic path of an acquisition to
achieve business-strategic goals, an acquisition project should be initiated.

6.3.1.1 Structural and behavioural aspects

From a structural perspective it can be recommended that the strategic
planning team also includes the CTO and one person from the M&A team,
if it exists, besides a person from the business development team. This
ensures the consistent integration of technology aspects and the acquisition
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Figure 6.8 Self due diligence
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option in the process. Furthermore, it is recommended that the acquisition
team be part of the corporate business development team and not, as is often
the case, part of corporate finance. Obviously an acquisition is highly
determined by financial aspects but in the end it has to be seen as a strategic
path to reach a strategic goal and thus its strategic nature must be in the fore.
By combining acquisition and integration responsibility with business
development, non-strategic acquisitions can be avoided.

Additionally, the strategic planning process is dependent on internal as
well as external information. Thus it should integrate the finding from not
only the business intelligence process but also the technology intelligence
process and the acquisition screening process, which is often the permanent
task of M&A teams and should be an inherent task of the management team.
This awareness of technological developments and potential acquisition
targets within the same strategic process fosters the potential for realizing a
successful acquisition and achieving long-term value creation.

From a behavioural point of view, it is important to ensure that the plan-
ning process remains a design and rational process and does not become
overly political or personal. Furthermore, awareness has to be raised that
acquisitions are highly risky undertakings which, once initiated, are often
difficult to halt. Thus it has to be ensured that acquisitions are not
conducted out of hubris or overestimation of own capabilities and that the
financial, technological and many other risks are carefully watched.
However, in order to reach sufficient momentum to initiate joint willingness
to change which is required to achieve acquisition success, the leader of
strategic planning has to strengthen the need to pursue the proposed
strategic path and thus to create a sense of urgency.

6.3.1.2 Conclusion

It can be concluded that the first phase of the acquisition and integration
process has to be the strategic planning process. This has to follow an
integrative and holistic approach considering technology aspects and acqui-
sition options at the same time. Furthermore, the process must cover differ-
ent time horizons and integrate the consideration of the company’s own
acquisition capability supported by multidisciplinary teams. The result is that
the developed growth option pursued with an acquisition is strategically
consistent with strategic plans, fits to the technology and innovation strategic
objectives and is understood as one strategic path supported by the business.
Thus acquisitions which are conducted opportunistically, financially driven
and unrelated to the business can be avoided. The acquisitions can change
from rarely occurring high-risk projects into an organizational competence.

6.3.2 Company screening

After having identified a strategic growth option which is in line with the
business unit and the technology and innovation strategy, an appropriate
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target company has to be found. This company screening occurs on the
management layer of the acquisition and can be conducted in two different
ways. It can be understood as a discontinuous process by top management
initiated by the strategic planning process or as a continuous task of a corporate
M&A or business development team. In this latter case screening runs parallel
with business strategy-building and actively includes possible acquisition
options and thus widens the scope for corporate development. Thus the
screening takes place on the management level of the acquisition. Both
the discontinuous and continuous screening activities aim to identify
attractive and suitable potential acquisition targets.

In order to ensure that the identified acquisition target provides the
possibility for the acquirer to achieve short- and long-term and especially
technology-based value creation, the screening activities have to address the
following aspects:

● The target has to fit to the overall business strategy;
● The contextual aspects of target and acquirer have to fit;
● The target has to provide potential for joint technology-based value

creation;
● The target has to contribute also under the condition of the external

trends.

The screening process consists of three phases: (1) formulation of informa-
tion need; (2) data collection; and (3) evaluation of the companies (see also
Figure 6.9).

6.3.2.1 Formulate information need

The first phase, the formulation of the information need, aims to translate the
strategic business objectives from the development and competitive strategic
plans into requirements expected from the target company. These require-
ments should be separated into Need-to-have and Nice-to-have criteria to be
fulfilled by the potential target. It is important that the set of requirements not
be limited to the actual strategic gaps, such as ‘access to the Japanese market’
or ‘a 3-D laser competence’, but cover all strategic areas of the company. This
ensures that the target fits with the pursued strategy from all perspectives. It
implies that, for example, a company which aims to expand its existing
business towards a lower segment requires not only the appropriate market
channels but also the cost-efficient design competencies from the target. Thus
the larger the acquisition’s contribution to business strategy, the more the tar-
get has to fit with all areas of the acquirer. Therefore criteria should cover the
following areas: market segment and region, product range, core technologies
and scientific knowledge, value chain activities, corporate contexts, company
value, and financial and legal issues. In formulating the different criteria atten-
tion has to be paid so that the focus is on not only the current abilities of the
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Figure 6.9 Screening process
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company but also the ability for the joint companies to create value in the
future. This forward-thinking perspective is a crucial element throughout
the acquisition process. The acquirer should aim to buy not the most attrac-
tive company on the market but the one which best fits and contributes to the
joint future strategy. Once the list of need-to-have and nice-to-have criteria is
completed, the search for an appropriate target can be initiated.

6.3.2.2 Collect data

Hence the second phase is the collection of data about companies. Various
sources within and outside the company can be used to retrieve information
(see Figure 6.10). In most acquisition management, investment banks and
consultants are requested to search for a potential target. Whereas these
often have a good overview of the industry dynamics, their focus on
technological aspects is quite limited. Thus it seems appropriate to addition-
ally include internal sources of information such as communities of practice,
gatekeepers, internal venture funds or the business and technology intelli-
gence teams. If the employees of the company have already been in contact
with a potential target, an acquisition can be particularly facilitated as
information asymmetry is limited.

As a result of the data collection, a ‘Long List’ of potential targets can be
derived. This needs to be evaluated and checked within the third phase of
company screening.

6.3.2.3 Evaluate company

Now the question arises of how the identified potential target should be
evaluated in order to arrive at the specific matching target which offers the
greatest short- and long-term value creation potential. The answer has
already been provided in the previous chapter which outlined the initial
conditions required to achieve technology-based value creation. These were,
besides the acquisition capability validated within the self due diligence, the
(see Figure 6.11):

(1) Value creation potential
(2) Strategic fit
(3) Contextual fit.

At this point of the acquisition process, information asymmetry between
acquirer and target is very large. Thus the validation of the required initial
conditions cannot be conducted in detail and will be further addressed
within subsequent phases of the process. Additionally, the evaluation can-
not be conducted within one specific functional area but covers the whole
company. Thus the assessments which ensure that the target offers the
potential for technology-based value creation are not confined to the R&D
area but are more general.
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Figure 6.10 Source of information

Source: Lichtenthaler (2000: 38).
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There are two ways of filtering the potential targets within the long list. In
the first step, the list of need-to-have and nice-to-have criteria will be applied
to make an initial selection of a potential target. In the second step, value
creation potential, the strategic and contextual fit will be assessed individu-
ally (see Figure 6.12). Whereas the first filter for addressing the fulfilment of
the criteria is quite straightforward to apply, the second individual investi-
gation is more complicated. Currently applied methods to conduct a first
rough evaluation, such as Porter’s (1987: 46) attractiveness test, cost-of-entry
test, and better-off test, or additional checks such as a culture-shock test,
verify elements of the above-mentioned criteria but only partly consider
technology-related aspects. Thus the following three checks are recommended
or should at least be used complementarily.

1. Evaluation of value-creation potential As was outlined right at the beginning
of this book, an acquisition always aims for two inherently linked objectives.
On the one hand it aims to create value through synergies and on the other
hand it should contribute to the strategic path of the business. Whereas the
first aspect is considered within this check, the latter is addressed within the
subsequent one.

Thus the rough evaluation of value creation potential is concerned with
the potential to jointly create value with an acquisition. As the obvious
synergy potential is mostly included in the acquisition price and is thus paid
for, the real value creation can be derived from only unique, partly hidden
and often long-term synergies.3 Furthermore, long-term value creation in
innovation-driven industries is derived from combining and integrating
resources and competencies. Thus it is favourable if the future value creation
of joint companies is based on the combination of strong resource bases.
Additionally, it was observed that there often is a discrepancy between the
pursued strategic contribution of an acquisition and the area of actually
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Figure 6.11 Requirements for achieving successful value creation
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achieved value creation. For example, an acquirer aims to internalize tech-
nological competencies to increase innovativeness and the main source of
value creation also in the long run is derived from head-count reduction.
Even though this phenomenon often occurs in the short period after an
acquisition, in the long run, the sources of value creation – the synergy areas –
should be in line with the strategic objectives of the acquirer. Another aspect
relevant to consider regarding synergies is the cost of achieving these synergies.
There has to be an appropriate relation between the effort to achieve value
creation including associated risks and the returns from these synergies.

Thus the acquirer has to verify that the target company offers potential for
synergies which:

● Are inimitable, private and uniquely valuable to the combination of the
two companies (similar to the better-off test);

● Are based on the combination of strong resource bases;
● Are in line with the long-term strategic direction;
● Can be achieved with reasonable efforts (similar to the cost-of-entry test).

2. Evaluation of strategic fit The second evaluation of the target is concerned
with its overall strategic fit with the acquiring business. Strategic fit is a
broad term and needs to be detailed. It implies that the acquirer can achieve
its future short- and long-term strategic objectives through the internaliza-
tion and acquisition of the target company. The different attributes of the
strategic objectives determine the dimensions of the strategic fit.
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Figure 6.12 Evaluation of potential target companies

1. Check for Fulfilment of Criteria:

• Need-to-haves
• Nice-to-haves

2. Check for value creation & fit:
• Value creation potential
• Strategic fit
• Contextual fit

Potential
targets

Selected
targets



A target thus fits with the acquirer if it:

● Contributes to short- and long-term objectives;
● Matches the pursued strategic goal and path;
● Adheres to corporate and business unit strategy;
● Adheres to the different functional strategies such as marketing, HR,

financial and also technology and innovation strategy.

This last match to the different strategic areas is achieved if the target excels
within the different areas (similar to the attractiveness test) and thus repre-
sents an attractive target from a stand-alone perspective and if it matches the
acquirer’s intention within this area (see Figure 6.13). Thus, for example, the
marketing strategic fit can be achieved if the target serves attractive markets
and if these are complementary and important to the acquirer’s markets.
Whereas at large acquisitions, for example ‘Play-for-Scale’ acquisitions
which highly contribute to the pursued strategy, all company areas should
strategically fit, small targets which mainly contribute due to their technology
have to fit from only a technology- and HR-strategic perspective.

Fit regarding the technology and innovation strategy can be achieved if
the target’s core technologies are on the one hand attractive and on the other
hand match the existing technologies of the acquirer. The attractiveness of
the core technologies, which at this stage cannot be investigated in more
detail, is determined by the acquisition type. When an acquisition aims
towards a small start-up company for pace-maker technologies with high
potential, it differs greatly from the acquisition of a large competitor which
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Figure 6.13 Strategic fit in different functional areas
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aims for key or base technologies which can easily be integrated. This match-
ing of the target’s core technology can be investigated using two different
methods:

● Core competence check
● Technology portfolio.

The core competence check investigates whether the target’s core technologies
have the potential to become core technologies of the joined company or if
they support the core technologies of the acquirer (see Figure 6.14). The
rough match to the acquirer’s technology portfolio also indicates whether the
core technologies match with those of the acquirer. The target’s attractive
technology base and its match with the acquirer’s indicate the technology-
and innovation-strategic fit of the target.

3. Evaluation of contextual fit Whereas the first two checks investigate
whether a target company can be the source of value creation and if it has
the potential to contribute to the strategic objectives of the company, this
third check focuses on the probability of successfully realizing value cre-
ation. Several acquisitions have proven that integration often fails even
though the target provides potential for value creation and fits from a strate-
gic perspective. One of the reasons which was found in this research is the
lack of contextual fit, which can be avoided by applying the following
methodology.

As outlined within the understanding of technology-based value creation
within the last chapter, value creation requires the fit of the organizational
cultures, structures and dominant business logic of the two enterprises. The
amount of fit required depends on the acquisition type and the pursued
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Figure 6.14 Core competence check
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value creation. Whereas the acquisition of a small innovative company
aiming for quick gains does not necessarily require high contextual fit,
acquisitions which aim for long-term value creation in turn requiring tighter
cooperation and trust, are facilitated by a high but not too extensive contex-
tual fit. Similarly to the other assessments, the contextual fit investigation at
this stage can be conducted only on  a very rough level, as the company is
often not yet personally known. It aims to increase the awareness of poten-
tial risks rather than conducting a detailed cultural assessment, which is
subject of the actual due diligence phase. In accordance with the strategic fit
investigation, the contextual fit is determined by the level of contextual
attractiveness and its match to the acquirer (see Figure 6.15). Thus it has to be
roughly investigated whether the target masters its organizational structure
and culture well and if the dominant business logic including the leadership
team follows a professional path. In addition an analysis has to be made of
whether the target’s context matches that of the acquirer. This investigation
includes rumours about the company’s business ethic, personal impressions
from discussions or role playing and the like. If a contextual fit is already
missing from this first investigation, it is recommended that the strategic
undertaking is not continued and the focus should move to another
potential target.

Active consideration of the value creation potential and the strategic and
contextual fit may prevent integration surprises and raise awareness of the
upcoming challenges. Best Practice 4 describes Cisco’s way of selecting targets.

The screening process ends with the short-list or the identification of a
potential acquisition target which is agreed upon by the business unit
management and the M&A team. In the next phase this target will be
roughly investigated before getting the approval to build a business plan.
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Figure 6.15 Rough contextual fit evaluation
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Revenue in 2003: USD 18.9 bn; Net Income: 3.6 bn USD; # employees: 40.000
Businesses: Home Networking, IP Telephony, Optical, Network security, Storage networking, Wireless LAN 

Sources: Anthony, T. K., & Jouret, G. (2000) Acquisition & integration management at Cisco – Company
presentations ; Goldblatt, H. (1999) Cisco's Secrets. Fortune: 1–5;
Paulson, E. (2001). Inside Cisco. Canada: John Wiley & Sons, Inc;
Holson, L. M. (1998). The Cisco WhizKid: Young Deal Maker Is the force behind a company's growth.
The New York Times on the Web

Cisco is famous for its many and successful acquisitions. At Cisco the acquisition process is part of the
business strategy. Cisco buys for several reasons: Shorten time to market, get access to best-of-breed
products or technology, expansion into new markets, leverage distribution channel, risk reduction and influx of
new expertise (engineering talent).

Screening criteria: 
• Visionary company
• Has a long-term strategy 
• Has a finished and tested product 
• Has achieved short-term success
• Has cutting edge technology 
• Has a deep technical talent
• Geographic proximity 
• Preferably privately held
• Is flexible in its way
• Has an equivalent size (mostly 50–100 people)
• Has a similar dominant business logic 
• Chemistry and culture fit to Cisco 
• Has made a mistake and learned from it

The screening process is also part of the business
process and highly influenced by Cisco’s customers.
Thus the customers co-determine which company 
should be acquired. 
Furthermore, a ‘Culture Cop’ ensures the cultural fit of
the potential target. Cisco addresses preferably young
companies which are or were venture backed and
eventually already supported by Cisco (Cisco kids).
The screening investigation is supported by
methodologies such as role plays which can be used to
assess whether the target’s strategic decisions would
have been made in a similar way by Cisco or a cultural 
assessment.

Best Practice 4 Company screening at Cisco



6.3.2.4 Structural and behavioural aspects

From a structural perspective company screening is conducted by either the
designated M&A team in cooperation with the business unit or top manage-
ment of the business unit itself. Furthermore, it is supported by internal and
external sources of information. If the acquisition need is not explicitly
formulated, the screening is often an informal process with little coordination.

The people included in the screening process have to be aware of the long-
term risks of strategic acquisitions and thus need to conduct their task very
diligently. Furthermore, it is useful if M&A employees participate in the
acquisition integration – the most challenging phase of the acquisition. In
this way they can learn from the acquisition integration and use their
experience to judge at the beginning whether the identified target can be
integrated. Additionally the M&A team has to stay in close contact with the
business units in order to search for related targets and to ensure strategic fit.
Soon after having identified a potential target, the acquisition process is
accelerated and becomes more difficult to discontinue.

6.3.2.5 Conclusion

It can be concluded that the screening phase, which aims to identify attractive
and matching acquisition targets, consists of three different steps. In the first
the need-to-have and nice-to-have criteria which need to be fulfilled by the
target are identified. Afterwards the environment is screened for potential
targets whereat several internal as well as external sources can be consulted.
In a third step the identified targets are roughly evaluated, wherein the focus
lies on the future potential joint development of the two companies and on
a holistic assessment of the company, ensuring the potential target fits from
an overall and thus also from the technological perspective. The assessment
is conducted with two different filters. The first checks whether the target
fulfils the screening criteria and the second focuses on the individual
assessment of value creation potential, strategic fit and contextual fit.

The value creation potential ensures that the joint companies have the
potential to achieve short- and long-term value creation. The strategic fit
analysis investigates whether the different aspects of the potential target are
attractive and match the acquirer’s strategy. This investigation takes place in
all company areas and thus also addresses the target’s match to the acquirer’s
technology and innovation strategy. Last but not least it is roughly evaluated
whether the target’s and acquirer’s corporate contexts are conducive to value
creation and whether they match each other. This also raises the awareness
of cultural and organizational differences which can become highly critical
issues to master during the integration phase.

This holistic screening ensures that the selected target bears the potential
for future joint value creation, fits to the acquirer’s strategy and is able to be
integrated.
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6.3.3 Acquisition and integration strategy development

Once the acquisition target is identified and pre-selected, the subsequent
phase, the development of the acquisition and integration (A&I) strategy, is
initiated. This phase aims to develop a business strategy based on the acquisition
of the target company. This business strategy comprises the acquirer’s and tar-
get’s joint strategic goals summarized within the acquisition strategy and
paths addressed within the integration strategy. The acquisition strategy
contains the objectives to realize joint value creation which support the
acquirer in achieving its overall initial business targets, for example the inter-
nalization of new competencies. The integration strategy details the com-
pany configuration which is required to achieve these strategic objectives.
This company configuration is determined by the integration approach and
defines the merged company’s processes, structures and company behaviour.
This joint business strategy, which is similar to a scenario, has to be based on
financial figures and forecasts, which are the key indicators in determining
the appropriate acquisition price.

Generally the development of the acquisition and integration strategy
occurs in two iterating cycles, gradually reducing information asymmetry.
Within the first cycle of developing an acquisition and integration strategy
the acquirer does not have contact with the potential target. Only a small
team investigates the feasibility of acquiring the target based on a preliminary
business case and the focus is on rough estimations of value creation potential,
acquisition price, obvious risks and initial integration aspects. This initial
rough strategy development, which is entirely based on assumptions, is used
to gain approval for furthering the acquisition process at the board or
management team level.

Once the approval to proceed is given, the process gains momentum and
becomes more concrete. A core acquisition team is founded, including a
transition manager, and supported by a steering committee and functional
and supportive subteams or experts (see Chapter 6.3.3.5). The potential tar-
get will be contacted and the acquisition intention will be addressed in a
very careful and sensitive way.4 Furthermore, a non-disclosure agreement
will be signed to secure privacy. If the potential target is for sale, the subsequent
phase of first meetings and company presentations is often substituted with
an information memorandum. This second round in the development of an
acquisition and integration strategy aims to detail the preliminary business
case and underlying financial forecast, validate and revise the initial assump-
tions while identifying and assessing the value-creation opportunities and
determine the integration approach. Furthermore, the direct contact with
company representatives helps to get an improved understanding especially
of the soft facts influencing the target. This A&I strategy development phase
is concluded with a quite detailed future joint business strategy based on
assumptions of the potential target and its environment.
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Instead of explaining the development of the acquisition and integration
strategy twice on two different levels of detail, the process is explained only
once and the appropriate application within the two rounds is left to the
reader. Generally the acquisition and integration strategy development
process consists of four phases: (1) analysis of the company; (2) identification
of value-creation opportunities; (3) evaluation of value-creation opportunities;
(4) determination of the integration approach (see Figure 6.16). The phases
run partly in parallel and overlap with the other acquisition phases. They
iterate around the acquisition and integration strategy while detailing
assumptions and reducing information asymmetry between target and
acquirer.

The development of the acquisition and integration strategy takes place
on all layers of the acquisition process. The management layer represented
by the core M&A team coordinates the different layers and is in charge of
aggregating the different streams of information towards one integrated and
holistic acquisition and integration strategy. The functional layers are in
charge of developing the functional substrategies. Thus each functional
team analyses the company from its own perspective, identifies and assesses
value-creation opportunities and contributes to the decision upon the inte-
gration approach. The supportive teams aggregate the financial estimations
and develop the negotiation and the tax and legal strategies as well as the deal
structure. The integration responsible is in charge of developing an integra-
tion approach and configuration with the support of the functional and sup-
portive layers. However, as the tasks of the supportive subteams are extensively
addressed in current literature5 and have no impact on technology-based value
creation, this layer is not outlined within this book. The focus rather is on the
R&D functional layer, the core M&A team and the integration team.

In order to ensure the appropriate consideration of technology aspects
within the subteam developing the technology- and innovation-related
acquisition and integration strategy, the introduced understanding of aspects
relevant for technology-based value creation implies the following:

● The development of A&I strategy has to consider the implications from
the different acquisition types for the potential realization of technology-
based value creation;

● A&I strategy has to fit with the overall strategy;
● The development of A&I strategy has to include the prospective and inte-

grative consideration of technology-based value-creation opportunities;
● The development of A&I strategy has to determine the appropriate

integration approach for achieving technology-based value creation.

6.3.3.1 Analyse the company

In the first step of developing the technology- and innovation-related
acquisition and integration strategy, the target has to be analysed from a
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Figure 6.16 Development of the acquisition and integration strategy
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technology- and innovation-related perspective according to its strengths
and weaknesses and the upcoming trends which it will face. It is important
to mention that the subsequent analysis partly overlaps the analysis of the
target in various other fields and can thus be conducted in cooperation with
other teams analysing the potential target.6 This analysis addresses two main
areas: (1) the target’s resource perspective comprising the markets, products,
modules and product and process technologies, and the underlying knowl-
edge; and (2) the technology- and innovation-related corporate context such
as the R&D organization and processes, culture and dominant logic and the
R&D management team. This analysis aims to collect data required within
the subsequent steps of the acquisition and integration strategy develop-
ment and the technology due diligence and is supported by various tools
(see Figure 6.17). The technology-related analysis of the strengths and weak-
nesses as well as trends and developments is conducted with methodologies
of technology and innovation management applied by the technology and
innovation team or the technology-responsible person at the acquisition.
This is often the CTO of the acquirer or the head of engineering.

1. Analysis of the target’s resources The first technology-related analysis of the
target’s resources has to address the following aspects:

● What are the target’s resources and product and process technologies?
● What are the target’s core competencies?
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Figure 6.17 Objectives, elements and methods of a technology and innovation
analysis
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● What are the target’s strategic technology platforms, functions and
underlying knowledge?

● What are the target’s business fields, markets and customer needs?
● How are the resources integrated in the current products and linked to

each other?
● How are the technologies deployed within the value chain?
● How are resources planned to evolve and change over time, including an

investigation of what the target has in its product and technology pipeline?
● Where are the main strengths and weaknesses?
● What are the main trends influencing the resource base?

All these aspects can be considered by developing an innovation architecture,
a roadmap, a value chain analysis and a customer needs analysis for the target
company. The innovation architecture,7 for example, shows which business
fields, functions and strategic technology platforms the target has and which
resources are so far mastered, which are planned or not yet well mastered (see
Figure 6.18). The level of mastery should be roughly estimated by the expertise
of the target within the areas, the amount of associated specialists or number
of patents within the field. Furthermore, it shows the current application of
the different resources to achieve technology-based value creation and can be
extended by upcoming customer needs. The innovation architecture can also
be analysed for core competencies. An associated roadmap of the target com-
pany shows the ongoing and planned development projects.

The innovation architecture mainly focuses on the interrelation of resources
to achieve new product innovations. The perspective of the technology usage
within the value chain as production and engineering process technologies is
addressed in only a very limited way. Nevertheless, applied and newly developed
process technologies within the value chain are often an attractive source of
technology-based value-creation opportunities, especially resource-deployment
opportunities, or associated with specific risks, such as the difficulties of
transferring CAD technologies. Thus the analysis should also be concerned
with the strengths and weaknesses, trends and developments of the process
technologies within the different value activities.8

2. Analysis of the target’s context The second analysis of the target company is
concerned with its technology- and innovation-related corporate context. Thus
the investigation has to address the target’s R&D structure and process, the
innovation culture and the technology- and innovation-related dominant
business logic, including the ability of the R&D management team. This
analysis should roughly indicate whether the target’s corporate context is
conducive to technology-based value creation. It can be measured by
applying the methodology introduced in Figure 6.19. The attributes within
the analysis indicate whether the corporate context is conducive to innova-
tiveness (high score) or not (low score).
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Figure 6.18 Analysis of the target’s resources

Source: Sauber (2003).
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Figure 6.19 Attributes of the target’s corporate context

Sources: Schein (1992), Bleicher (1999) and Pumpin (1985).

Context Characteristic 1 ----------- 5 Acquirer Target

Openness Closed vs. Open 3 4

Leadership Technocracy vs. Enterpreneurial 4 2

Time Competitive focus vs. Development focus 2 3

Reaction to change Stability vs. Flexibility 3 1

Diversity Uniform vs. Diverse 4 4

Technology strategy Follower vs. Leader 3 3

Value driver Efficiency / Cost vs. Value propositions 4 5

Technology application Scale vs. Scope 3 3

Technology marketing strategy Make & Keep vs. Buy & Sell 2 4

Innovation rate Small vs. Large 5 3

Configuration Centralized vs. Decentralized 3 2

Orientation Task vs. Individual 5 5

Boundaries Low connectedness vs. High connectedness 2 4

Level of autonomy Heteronomy vs. Self-determination 4 3

Level of formalization Bureaucratic decision
making

vs. Formalized flexible
decision making

5 2

C
ul

tu
ra

l
co

nt
ex

t
D

om
in

an
t

lo
gi

c 
co

nt
ex

t 
O

rg
an

iz
at

io
na

l
co

nt
ex

t



The ranking should be related to the acquirer’s corporate context. The
indicators are often soft rather than hard facts and based on personal
impressions and feelings and thus need to be analysed in the course of the
investigation. This analysis of the target’s weaknesses and strengths and
especially of its future developments from a technological perspective needs
to be integrated into the overall calculation of the acquisition price conducted
by the financial team, usually headed by the CFO. This team can either evalu-
ate the stand-alone company value only roughly via using multiples of com-
panies within a similar business area or with similar technologies, or more
deeply investigate the acquisition price based on the future undertakings of
the target by using NPV methodology.

The phase of analysing the target within two rounds conducted via inter-
views, presentations and the like results in a good overview of strengths,
weaknesses and developments of the technology and innovation aspects of
the target’s resources and corporate context. If the analysis results in findings
of specific weaknesses, then these have to be marked as potential threats.
One best practice is a flag methodology, within which the high risks which
have the character of deal breakers are marked with a red flag and stay pend-
ing throughout the acquisition. Medium risks are marked with yellow flags
and resolved issues turn green. This methodology, which can be applied dur-
ing the whole acquisition process, is easily applicable and provides an
overview of the risks.

The findings of the analysis will be used within the subsequent phases
to identify and evaluate value-creation opportunities and to conduct the
technology due diligence.

6.3.3.2 Identify value-creation opportunities

After having identified the strengths and weaknesses of the target and the
trends impacting on it, the value creation potential of the joint companies
has to be identified. This comprises the identification of value-creation oppor-
tunities within the whole company, such as in the sales and marketing areas
as well as in the technology and innovation area. Within this technology
and innovation layer, the identification of value-creation opportunities is
identical to the development and revision of the joint technology and inno-
vation strategy and plan. Thus the future product and technology pipeline
for the joint company is being developed. Therefore the term value creation
opportunity is used deliberately as opposed to the term synergy as the iden-
tification of new value creation options covers synergistic value creation as
well as value creation from the stand-alone companies.

Within this technology and innovation area two different value-creation
opportunities can be identified: innovation and resource deployment possi-
bilities. Furthermore, short-term can be distinguished from long-term oppor-
tunities.9 Whereas the first mainly focus on cross-selling opportunities or the
leveraging of modules or the like, the latter focuses on competence-building
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measures and long-term innovativeness. This potential to achieve long-term
value-creation opportunities is difficult to assess as mostly the acquirer has
no detailed plan of long-term product developments, etc. Nevertheless,
rough considerations on joint future innovativeness and the deployment of
resources help to assess the value of the acquisition and raise awareness of
upcoming risks and challenges.

Before starting to identify technology-based value-creation opportunities,
a new awareness of the companies’ resources has to be developed (see
Figure 6.20). The focus of identifying value-creation opportunities should
not be confined to finding some possibilities for improving a product but
should take advantage of a newly merged, enhanced and extended technol-
ogy base available to target and acquirer. Thus the newly formed company’s
innovativeness can be based on this much broader technology pool.
Furthermore, the enhanced technology base offers the potential for improv-
ing efficient deployment of existing capabilities and for building new ones.
This awareness can be fostered by introducing the same terminology and
concepts to master the newly merged resource bases. Thus the different tech-
nologies of both companies can become part of the same strategic technology
platform and fulfil the same functionality. The CTO should take a leading
role in defining a joint technology management terminology. A similar
understanding is pursued by Cisco; see Best Practice 5.

Generally several different ways of identifying value-creation opportuni-
ties can be distinguished. In the following text two different but interrelated
approaches which help to identify joint technology-based value-creation
opportunities will be shortly introduced. The first is concerned with the
identification of innovation opportunities and the second is concerned with
the identification of resource-deployment opportunities (see Figure 6.21).

1. Identification of innovation opportunities As described, innovation is con-
cerned with the integration or reconfiguration of resources into new prod-
ucts, services or product platforms which, once successfully introduced to
the market, become innovations. As mentioned, innovation is driven by two
different factors, market pull, seen as the customer’s demand for improved
or new functionality, and technology push, which is the company’s urge
to integrate new technologies in the products. According to these drivers
there are two different possibilities of identifying innovation opportunities:
(1) market pull analysis; and (2) technology push analysis.

The identification of market pull innovation opportunities is initiated by
the investigation of upcoming customer trends within the markets of the
target and the acquirer. These trends or customer needs can also be trans-
lated into the need for a new or revised product with certain functional
requirements (see Figure 6.22). Subsequently, an evaluation has to be made
of how the different customer needs can be satisfied by the newly merged
company. This analysis can help identify cross-selling opportunities or the
need for developing a new product or product platform. Furthermore, the
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Figure 6.20 Merging and integrating the target’s and acquirer’s resource bases
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Best Practice 5 Understanding of merging resources at Cisco

Revenue in 2003: USD 18.9 bn; Net income: USD 3.6 bn; # employees: 40.000
Businesses: Home Networking, IP Telephony, Optical, Network security, Storage networking, Wireless LAN 

Source: Adapted from ‘Accelerate M&A Success: Making Integration Work’, Cutting Edge Information, 2002, 4711 
Hope Valley Road, Mail Stop 205, Durham NC 27707, www.cuttingedgeinfo.com
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Figure 6.21 Identification of technology-based value-creation opportunities
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possibility of leveraging technologies or knowledge can be identified by ask-
ing which of the technologies for a specific strategic technology platform of
the target and the acquirer or of an external third party best fulfils the func-
tional requirements defined by the customers. The results of the analysis are
innovation ideas for the next product revisions and generations.

Technology push analysis to identify innovation value-creation opportunities
is complementary to market pull analysis and can in the best case arrive at
similar results. Whereas market pull analysis focuses on satisfying upcoming
customer needs, technology push analysis focuses on the integration of
attractive technologies. Thus it starts with the investigation of the technol-
ogy bases of target and acquirer and the identification of attractive resources.
The technologies are categorized within strategic technology platforms
which provide a functional scope with a certain performance. Subsequently,
combining these attractive resources to use the functional scope for creating
customer value is considered (see Figure 6.22). This bottom-up analysis can
arrive at innovative ideas about how to leverage a technology or module to
enhance or extended provided functionality or to develop a new product
platform based on the reconfiguration of existing resources.

In identifying innovation opportunities, different time horizons should be
distinguished. Thus easily achievable short-term value-creation opportuni-
ties should be considered as well as more challenging joint platform
developments which will be initiated much later after the acquisition.

2. Identification of resource deployment synergies Besides the identification of
innovation possibilities, opportunities for redeployment of the newly
merged resource bases have to be identified. Resource-deployment opportu-
nities are the efficient transfer, or substitution, of resources which results in
an efficient redeployment of capabilities and thus in cost and complexity
reduction. Often resource deployment is initiated by related innovation
activities. For example, the joint development of a new product might
require co-location of the engineering teams or the transfer of R&D process
technologies. Nonetheless resource deployment can also occur independently
from innovation. Two different methodologies for identifying resource-
deployment opportunities will be introduced: (i) value chain analysis; and
(ii) technology platform analysis. Whereas the first focuses on the deployment
of process technologies, the second supports the distribution of product
technologies within the joint company.

The concept of the value chain, initially introduced by Porter,10 is a very
useful tool for identifying synergies in all areas of company activity. Thus it
is used for the identification of operational synergies and the like. Within
the identification of technology-based value-creation opportunities, value
chain analysis can be used to search for opportunities to transfer, fuse or sub-
stitute technologies or resources between the two companies in order to
increase the performance of the activity (see Figure 6.23). This analysis
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Figure 6.22 Market-pull and technology-push technology-based value-creation opportunities
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Figure 6.23 Value chain analysis for the identification of resource deployment synergies
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focuses on the R&D area but it could also be applied within all other value
chain activities.

Thus in a first step the value chains and the process technologies applied
within them have to be identified. Additionally, the value drivers for each
activity, such as the cost per unit or per person, have to be added. Then
opportunities to transfer, substitute or fuse technologies which affect the
value drivers have to be identified and subsequently be detailed as value-
creation opportunities. The second step in identifying resource-deployment
opportunities focuses on not applied process technologies but the efficient
deployment of product technologies within the joint strategic technology plat-
forms and within the joint companies. There should be an attempt to optimize
the technologies within each platform according to the functional require-
ments over time and according to the life-cycle management of the tech-
nologies. Furthermore, the technologies should be efficiently deployed
within the whole company, aiming to reduce redundancies and to foster the
bundling and building of competencies according to needs (see Figure 6.24).

Thus it is proposed first to identify the common strategic technology
platforms within the companies and the technologies of acquirer (T(a))
and target (T(t)) (see Figure 6.24) within these. Additionally the functional
requirements derived from the identification of innovation opportunities
need to be summarized in a product and technology roadmap. Subsequently,
each strategic technology platform needs to be optimized according to these
functional requirements and to the life-cycle management, for example by
using a technology portfolio. Furthermore, the technologies within the plat-
forms should be deployed within the whole company to avoid redundancies
and to foster the bundling and building of competencies, for example by
building competence centres. The main difficulty then lies in the definition
of the value creation opportunity with an associated potential value creation
expressed in financial figures. As very often these types of value-creation
opportunities have no direct but only an indirect effect on value creation,
their contribution either needs to be split over other value creation projects
or should be neglected if the figure loses credibility.

Once the value-creation opportunities are identified, they have to be
detailed and explained as such. Besides being identified with a name and
later on a responsible person, a value-creation opportunity can be described
as a sum of interconnected development projects which aim to achieve an
innovation. Thus a value-creation opportunity can comprise technology
development projects, module and product development projects, market-
ing projects, the adaptation of the production processes and also a period
where it is sold to the market. Additionally, each value-creation opportunity
can be assigned a value driver and appropriate objectives such as a pursued
sales volume or a rough net present value estimation (see Figure 6.25).

Within the acquisition and integration process only the most important
value-creation opportunities will be focused on and further developed

Strategic Acquisition and Integration Management 181



182

Figure 6.24 Optimization of technology deployment
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within the business plan, evaluated to calculate the acquisition price, vali-
dated within the technology due diligence and later on realized within the
integration phase. Thus the large pool of identified value-creation opportu-
nities needs to be narrowed down to the most important options by
evaluating them.

6.3.3.3 Evaluate value-creation opportunities

The evaluation of the value-creation opportunities comprises four steps:
(1) evaluation of strategic fit; (2) evaluation of financial profitability; (3) evalu-
ation of the associated risks; and (4) evaluation of the timeliness of the value-
creation opportunity (see Figure 6.26). These assessments will limit the amount
of pursued value-creation opportunities and ensure their attractiveness within
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Figure 6.25 Documentation of value-creation opportunity
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the acquisition. They differ from the rough company-focused evaluations
within the screening phase as within this phase the focus lies on individual
value-creation opportunities which can be understood as projects.

1. Strategic assessment First of all the strategic fit of the value-creation oppor-
tunities is evaluated. This investigation is adapted from Porter (1996) who
distinguishes between three different orders of strategic fit. The first-order fit
describes the fit of the activity with the overall strategy. The second-order fit
describes the consistent reinforcement of the activity of other activities. The
third-order strategic fit goes beyond the reinforcement of other activities
towards the optimization of the overall company’s efforts, which thus relates
to a fit of the activity with the overall company configuration (see Figure 6.27).
Thus the assessment of the strategic fit of a value-creation opportunity
comprises the following considerations. Does the technology-based value-
creation opportunity:

● Fit with the overall corporate and business unit strategy (foster objectives,
etc.)?

● Fit with the technology and innovation strategy (in line with the
technology portfolio and core competencies, etc.)?
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Figure 6.26 Evaluation of value-creation opportunities

Selected
value-creation
opportunities

2. Financial
assessment

1. Strategic
assessment

List of
value-creation
opportunities

3. Risk
assessment

4. Timewise
assessment



● Fit with the competitive and development strategic plans (contribute in
the short and long run to the strategic objectives, etc.)?

● Reinforce the other value-creation opportunities and further integration
activities (technological synergies, etc.)?

● Reinforce the daily business (support sustaining value)?
● Optimize the effort within the company organization and processes (can

be managed with the processes, etc.)?
● Optimize the efforts within the company culture (match the company

culture)?
● Optimize the efforts within the dominant business logic (match to value

drivers)?

2. Financial assessment The second assessment evaluates the value-creation
opportunities from a financial perspective. Thus only value-creation oppor-
tunities which contribute to the company value and thus have a positive
NPV (net present value) are attractive to pursue. Even though the financial
figures are often difficult to attribute to technology-related projects or
resource-deployment activities, a rough estimation has to be attempted in
order to ensure the appropriate consideration of the value-creation opportuni-
ties within the price calculation and to support the guidance and controlling
of such a value-creation opportunity. Figure 6.28 provides an overview of the
calculation method applied in calculating the NPV. The financial assessment
of value-creation opportunities within acquisitions has to integrate cash flow
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Figure 6.27 Three order fit paths

Source: adapted from Porter (1996: 71ff).
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Figure 6.28 Net present value calculation
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streams from the associated integration and restructuring effort as well as
from the synergy effects. This ensures the appropriate consideration of
research and development efforts within the strategic acquisition rationale
and calculation.

3. Risk assessment The third evaluation of the value-creation opportunities
relates the calculated NPV to the risks associated with the opportunity.
Generally internal and external risks can be distinguished. The internal risks
concern the technological risk, risks associated with the availability of
resources required to realize the project and risks which occur with the spe-
cific characteristics of the acquisition. For example, a hostile takeover of a
highly unrelated company in another cultural and geographic area increases
the risk level of the value-creation opportunities. The external risks associated
with a value-creation opportunity come from the market side, such as cus-
tomer and supplier behaviour, from the competitors’ side, such as substitu-
tive or new competitors, and from other areas such as legal, environmental or
political risks. As outlined in Figure 6.29, value-creation opportunities with a
high net present value and low risk should be pursued, whereas if the risk is
also high the acquirer should carefully ponder which risk level it intends to
pursue. Similarly, the acquirer should ponder or omit value-creation oppor-
tunities with low NPV and low associated risks, whereas value-creation
opportunities with low NPV and high risks should be omitted if possible.

4. Timely assessment The last assessment of the value-creation opportunities
concerns their timely occurrence. As was outlined, acquisitions of highly
innovative companies aiming for internalizing competencies are often
under high pressure to innovate. Thus acquisitions are used to quickly access
a new market or to increase the innovation rate. Thus the question of
whether the identified value-creation opportunities can be realized on time
has to be evaluated. This evaluation can be conducted based on the roadmap
of the different value-creation opportunity projects (see Figure 6.30).
Whether the technology, product or marketing activities can be coordinated
to meet the market demand on time is assessed. For example, if the core
technology of the target is not ready early enough to serve the market before
the competition does, the whole acquisition logic has to be questioned.

Following the value-creation opportunities’ strategic, financial, risk and
timeliness assessment, only a limited number of technology-based value-
creation opportunities remain. These dominate technology-related consider-
ations within the subsequent phases of the acquisition and integration
processes. They determine the integration approach, are the focus of the
technology due diligence and the main activities to plan and address during
the integration phase.

6.3.3.4 Determine integration

Within the last two sections of this chapter the acquisition strategy, including
the identification and evaluation of possible value-creation opportunities,
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Figure 6.29 VCO portfolio and norm strategies
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Figure 6.30 Timeliness of value-creation opportunity
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was conducted on the functional and management layers. Now the question
arises of which integration approach and company configuration is needed
to achieve these strategic goals. Thus how shall the organizational structure,
processes and behaviour of the merged companies look in order to enable
the pursued value creation? Is it favourable to pursue a very close integration
approach absorbing the target entirely or shall a slow and distant integration
approach be in the fore? This early consideration of these integration aspects
is critical to master the first phases of the integration process, which are
mainly dominated by chaos, mistrust and the like. The consideration and
determination of this integration strategy is not a separate task within the
strategy-building phase, but needs to be addressed throughout the whole
acquisition and integration process. The continuous responsibility and
task to develop, revise and detail the integration strategy is held by the
integration team and particularly by the involved transition manager
(see Chapter 6.3.3.5).

The decision upon an appropriate integration approach, especially within
innovation-driven industries, is one of the most difficult ones in strategic
acquisition and integration management. The main challenges an acquirer
faces when deciding upon an integration approach are the following:

● The integration approach needs to be adapted to the acquisition type and
pursued value-creation opportunities;

● The integration approach may be changed over the course of the
integration;

● The integration approach is influenced by the contextual characteristics
of target and acquirer;

● A tight integration approach is associated with the risk of competence
destruction, loss of innovativeness, departure of key inventors and spe-
cialists and a resource capacity overload during the integration;

● A distant integration approach is associated with a lack of value-creation
potential, slow company deterioration, creeping departure of key inven-
tors, high redundancies, ‘ivory tower’ effect, or the hindrance to emer-
gent value creation;

● The integration approach can be different for different company areas
and deferred to more appropriate times; however, it needs to finally
amount to one holistic company configuration.

In order to appropriately consider all these challenges a procedure to deter-
mine an integration approach is proposed. It consists of two phases:
(1) determination of the integration approach; (2) determination of the
appropriate company configuration (see Figure 6.31).

This procedure can be applied to develop the overall company-integration
approach or the configuration for each individual company area. Here the
focus is laid on configuring the technology- and innovation-related areas of
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the companies, enabling the achievement of technology-based value cre-
ation. The procedure is based on the model of the integration progress
introduced in Chapter 5.4.2 and indicates how targets’ and acquirers’
organizational structures, processes and behaviour should be configured in
the course of the integration and whether the integration should remain at
a distance or proceed to a closer integration level. Figure 6.32 shows the
relatedness between the pursued value-creation opportunities over time,
the different integration phases and the required integration configuration
and plan.

1. Determine integration approach In a first step it has to be decided whether
the integration shall pursue only a distant approach or develop into a full
and close integration. This is determined by the acquisition type and pur-
sued value creation. The distant integration approach is characterized by its
arm’s-length organizational integration, its little overlaps in processes and in
partly quite different company cultures. Its advantage is that the acquired
target can continue its daily business as before and keep its innovativeness.
The associated disadvantage of the low-integration approach is that joint
value creation is difficult to pursue, company deterioration often happens,
however slowly and unnoticed, and employee motivation decreases. Thus it
is recommended that only a low-integration approach should be pursued if
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Figure 6.31 Developing integration strategy
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Figure 6.32 Integration process-related acquistion strategy, integration approach and plan
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the acquisition focuses on value creation from quick gains such as cross-
selling opportunities or value creation from leveraging easily combined
elements or if the core technology of the target is in a pace-maker phase,
when high innovativeness is absolutely crucial. Furthermore, non-related
acquisition targets do not need to be integrated, although here the basic
question can be posed why this target needs to be acquired anyhow if there
is no or only a little potential value creation. Thus a low-integration
approach is appropriate for only venturing acquisitions which do not aim
for long-term knowledge transfer or resource deployment but focus on high
and short-term innovativeness and the mere integration of products into
their own product portfolio.

The close-integration approach, on the contrary, is suitable for long-term and
especially cooperative value creation. The advantage of the close-integration
approach is that the employees can be easily linked and thus the conditions
for knowledge transfer and learning and, in turn, long-term success from
innovation and resource deployment, are fulfilled. The disadvantage of a
tight-integration approach is the risk of losing the key innovators, of reducing
overall short-term innovativeness of the target and of facing cultural clashes.
These risks have to be averted by the appropriate development of this close-
integration phase. Thus narrow organizational integration, joint processes and
an assimilated behaviour are conducive to long-term innovation and resource
deployment if the target is very similar to the acquirer and medium- or large-
sized. Figure 6.33 shows the attributes of those acquisition characteristics
which determine the appropriate integration approach. Whereas some attrib-
utes demand a specific integration approach, others are more open-ended.

2. Determining company configuration After having determined the appropriate
integration approach, the concrete organizational processes, structures and
behaviour and their change over time have to be derived. The appropriate
considerations will be discussed under the headings of three integration
phases (see also Figure 6.33) set out below.

● Company configuration for the low-integration phase: As mentioned
earlier, the focus of the low-integration phase is to sustain the existing business
and value creation and to reap some quick gains; cooperation and long-term
value creation are not in the fore. This distant integration approach does not
require tight structural or process integration. The companies are operated
quite separately and only small and absolutely necessary integration efforts are
pursued. The corporate cultures will also not highly assimilate or even inte-
grate. The acculturation will rather result in separation or deculturation, which
means either that the acquirer’s and target’s cultures drift away from each other
or even build a negative, opposing attitude.11 This deculturation often results in
deteriorating performance of the target. Thus it is recommended that targets
should be integrated at a distance only if they need to be managed as
temporary internal ventures or the like.
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● Company configuration for the restructuring phase: If the acquirer
decides to pursue a tighter and close integration approach, it can either
directly implement the according company configuration or first implement
a temporary configuration which supports the restructuring of the two com-
panies required for close integration. This detour, using temporary organiza-
tional structures, is especially useful in highly complex integration areas
such as the R&D area.

Organizational restructuring needs to be enhanced via boundary-spanning
structures, such as the exchange of individual employees or cross-divisional
steering committees12 or project groups. Furthermore, a temporary centraliza-
tion of functions can be supportive to the restructuring effort.13 Restructuring
activities often result in the dissatisfaction of employees and their subsequent
departure. Thus the organization has to be configured in such a way that key
inventors or former owners of highly innovative companies can be retained
and integrated within the overall corporate structure (see Best Practice 6
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Figure 6.33 Factors determining the integration approach
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on Intel). Additionally, organizational measures can include the building of
competence centres and the co-location of research groups. All these config-
ural changes help to restructure the company and to enable the consolidation
of the target and the acquirer. There are no particular processes to be imple-
mented or cultures to be pursued as the restructuring phase is limited in time
and thus does not demand further specific measures.

● Company configuration for the consolidation phase: The appropriate
company configuration which fits with close integration is highly linked.
However, within R&D attention has to be paid to not separating the
engineering teams as their competence often lies in activities across the
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Best Practice 6 Structural integration measures at Intel

Revenue in 2002: USD 26.8 bn; Income before interest: USD 4.2 bn; # employees: 78.700
Businesses:  PCs & Enterprise systems; Networking & communications; Wireless communication & computing 

Source: Interviews on the Acquisition & Integration Management at INTEL (2003).

Intel’s M&A team is part of Intel Capital group. Intel mainly acquires for three reasons: to get people, products 
and technologies. Intel is highly acquisitive, it conducts about 10 acquisitions a year which either fill a gap in an 
existing business or form the foundation for a new business or platform.

Intel ’s integration approach can be summarized with their commitment: 'Mission first – people always'. The 
integration is managed by the early determination of an integration manager and is steered and controlled by the
M&A team, whose bonus is partly dependent on the long-term performance and employee satisfaction of the target
(measured over 2 years). In order to ensure cooperation and value creation Intel establishes various structural
measures:
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group (see Cisco in Best Practice 7). In accordance with the organizational
structure the processes have to be redesigned and will need to cover both
companies. A boundary-spanning innovation process, for example, ensures the
inherent identification of synergistic technology-based value-creation oppor-
tunities. A framework for developing innovation processes and appropriate
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Best Practice 7 Integration management at Cisco

Cisco has established a highly detailed integration process. The integration is managed by the integration managers and
conducted by a virtual integration teamwith shared leads of the business unit, the corporate development and the acquired company.
The integration is guided by the permanent and dedicated integration team of about 12 people.

Revenue in 2003: USD 18.9bn; USD Net Income: 3.6 bn; # employees: 40.000
Businesses: Home networking, IP telephony, Optical, Network security, Storage networking, Wireless LAN 

Sources: Anthony & Jouret (2000) Acquisition & integration management @ Cisco -Company presentations; Goldblatt, H. (1999) Cisco's
Secrets. Fortune: 1-5; Paulson, E. (2001) Inside Cisco. Canada: John Wiley & Sons; IncHolson, L. M. (1998) The Cisco Whiz Kid: Young
Deal Maker Is the force behind a company's growth. The New York Times on the Web 
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organizational structures was developed by Mitterdorfer-Schaad (2001). The
behaviour that is sought in the close-integration approach is the integration
of the different cultures or their assimilation.

As mentioned within the understanding of technology-based value cre-
ation, long-term innovation and resource deployment often emerge from
the tight-integration approach. Thus the company configuration has to be
tailored towards fostering the occurrence of emergent technology-based
value-creation opportunities. One best practice of a technology-based value
creation fostering company configuration can be observed at Ciba Specialty
Chemicals (see Best Practice 8). Another aspect in determining the appropriate
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Best Practice 8 Technology-based value creation fostering company configuration at
CIBA

Revenue in 2002: CHF 7.1 bn; EBITDA: CHF 1.2 bn; # employees: 19.000 
Businesses: Plastics additives, Coating effects, Water & paper treat., Textile effects, Home & personal care 

Source: Company Presentation on Technology & Innovation Management at CIBA Specialty Chemicals (2004),
Mr. W. Rutsch, Head Corporate Technology Office organization

Ciba is a highly diverse company which grew through several acquisitions. The management is committed to the idea that this diversity
can only be sustained if the company can reap synergies. In order to achieve joint innovativeness the following technology & innovation
management-related configuration of the company was established. 
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company configuration for the tight-integration approach is the distinction
between the normative, strategic and operational levels. Thus a tight and
cooperation fostering company configuration has to be consistent on all levels.
An example of a technology-based value creation fostering configuration on
the normative level can be observed at Hewlett Packard (see Best Practice 9).
This integration configuration has to be developed for all areas of the
company and aggregated towards one holistic integration strategy.

The four steps of the acquisition and integration strategy-building process,
company evaluation, identification of the value-creation opportunities and
their assessment, as well as the determination of the integration approach
and configuration, have to be summarized and aggregated from the different
layers within the overall acquisition and integration strategy. This should
include all relevant areas of the company and has to be similar to a business
strategy of the merged companies. Furthermore, the financial planning of
the merged companies based on the developed scenario of pursuing value-
creation opportunities and following a specific integration approach can be
developed. This holistic financial planning can be used to calculate the over-
all acquisition price of the target by considering synergy effects as well as
integration costs accordingly.

6.3.3.5 Structural aspects

The question arises of who should be in charge of developing an acquisition
and integration strategy. Here again the two different rounds of this phase
have to be separated. Within the first preliminary round, with high infor-
mation asymmetry and no direct target contact, the strategy development is
conducted mostly by a corporate M&A team supported by the business unit,
or if there is no corporate M&A team it is conducted by the business develop
ment. Within the second round, the structural aspects of the process become
more concrete and split between the different layers. After the initial
approval to pursue the business case and the contact to the potential target,
a core acquisition team, a steering committee, functional and supporting
teams as well as an integration-responsible team are established. The size and
staffing of these groups depend on the size of the target. One representative
acquisition structure is shown in Figure 6.34. The CTO should be part of the
core team and should head the Technology and Innovation or R&D acquisi-
tion team which would consist of the head of engineering and R&D,
production and IP experts, marketing personnel and product managers. This
ensures the holistic integration of technology considerations within the
overall acquisition and integration strategy. Furthermore, the business unit
head has to be responsible for the project supported by his or her team and
guided by the steering committee, which often includes the CEO of the
holding, financial experts and the like. Additionally, one person from the
M&A team, if it exists, should be part of the core team guiding the process.
Furthermore, a transition manager has to become a member of the core
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Best Practice 9 Innovation fostering context on the normative level at Hewlett Packard

Revenue in 2002: USD 73 bn; Earnings before taxes: USD 2.8 bn; # employees: 140.000
Businesses: Enterprise system group, Imaging & printing, HP services, Personal systems group 

In the course of the Compaq acquisition and integration the idea of establishing a technology subcommittee supporting the board of
directors on the normative level and a technology advisory board reporting to the CTO on the strategic level was born and realized.
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The two groups are tightly integrated into the communication processes within the company and their advice is considered on the highest
company levels. The groups meet once every two months. Jesse Fried, a law professor at University of California-Berkeleys Boalt Hall
School of Law, calls the technology subcommittee 'a great innovation in corporate governance'.

Source: Takahashi, D. (2002). HP board creates tech committees. Mercury News, California.
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team. He or she will be in charge of managing the integration process and
thus it is very important that he be included into the strategy formulation
process right from the beginning. He or she is in charge of bringing up inte-
gration concerns and of ensuring a long-term perspective on the acquisition.
Therefore he or she needs to be 100 per cent assigned to the integration and
usually has to remain two years after closing to manage the integration
process. But who should this transition manager be? It became apparent that
the technical competence or experience within one business is not the only
decisive factor but rather the ability to act as an ambassador and leader at the
same time is an important characteristic of a transition manager. Figure 6.35
provides an example of a profile description for a transition manager. One
example of best practice for selecting a transition manager is IBM (see Best
Practice 10).

6.3.3.6 Behavioural aspects

From a behavioural perspective acquisition and integration strategy devel-
opment has to be managed in a diligent, friendly and open way. The acqui-
sition team has to act from the understanding of an acquisition as a joint
internalization of resources, an opportunity for corporate renewal for acquirer
and target and as a means to achieve short- and long-term value creation.
The target should be approached in a friendly manner indicating the levelled
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Figure 6.34 Example of an acquisition structure
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relative standing between the companies. Furthermore, the acquisition team
has to learn to manage risks and information asymmetries. An acquisition
and integration strategy is always based on assumptions and thus will not
reflect absolute truth. Instead of eagerly trying to reduce the information
asymmetry and risk direct conflict with the target resulting in a locked-in
situation, the acquisition team has to manage risks, and show that by
prioritizing and reducing the risks they were both necessary and bearable.
Additionally, the core team has to make sure that it does not get trapped
within the accelerating cycle of the acquisition process until a point of
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Figure 6.35 Profile description of a transition manager
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have themselves experienced the challenges of a target integration and thus will
diligently consider the long-term effects of an acquisition.



no return. Thus this accelerating momentum has to be actively reduced.
An example of best practice in this field is seen at Ciba Specialty Chemicals
(see Best Practice 11).

6.3.3.7 Conclusion

Thus it can be concluded that the development of the acquisition and
integration strategy consists of four phases: the analysis of the target; the
identification of value-creation opportunities; their assessment; and determi-
nation of the integration approach and configuration. These activities are
conducted in two rounds, reducing information asymmetry between target
and acquirer. The findings are summarized within a preliminary business case
which contains the strategic objectives of the acquisition, the appropriate
integration approach and the financial model with a stand-alone target value
and an acquisition price including synergy effects and integration costs.

This proposed procedure for developing an acquisition and integration
strategy ensures that the process is not only pursued from a short-term and
financial perspective but that technology-based value-creation opportunities
are considered early enough, that the process is managed in an integrative,
systemic and holistic way, and that the increasing momentum can be
mastered.

6.3.4 Due diligence

The developed acquisition and integration strategy, which is nothing more
than a scenario based on assumptions, needs to be approved by the board in
order for the Letter of Intent14 to be signed. This legally binding agreement
officially marks the intention of the acquirer to buy the target and is the ini-
tiation of the Due diligence phase which is used to reduce the remaining
information asymmetry between target and acquirer. The due diligence aims
to validate the acquisition and integration strategy, to identify risks and to support
the price finding. The due diligence is separated into different areas at the
different layers, such as legal, financial, tax, strategy and market, technology
and production and environmental due diligence. Each due diligence is
conducted in a different way: whereas those for the legal, financial and tax
are mostly conducted by external experts in separate data rooms and have a
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Best Practice 11 M&A Challenging Committee at CIBA

In order to ensure the diligent acquisition behaviour and the target’s fit to CIBA 
Specialty Chemicals, the company’s CTO has established an acquisition team 
which has the task to challenge current acquisition projects, to point at potential up 
coming risks and to question the target’s fit to CIBA. This committee is regularly 
consulted and informed. It consists of several highly experienced and long-term 
CIBA employees all from different areas. The CTO and the head of the Corporate 
Technology Office are also part of this ‘challenging committee’.



very limited duration, the due diligence on the functional layers, such as the
strategy and market, technology-related and environmental due diligence,
are not so separated. They run in parallel with the strategy development
phase and are conducted via direct interviews, site visits and also the inves-
tigation of documents. The findings of all due diligence areas are used to
revise the acquisition and integration strategy in order to arrive at a holistic
document which serves as the basis for deciding upon signing the acquisi-
tion or not (see Figure 6.36).

Whereas there is a vast amount of literature15 discussing the critical aspects
of a legal, tax, financial and even environmental due diligence, the technol-
ogy due diligence has so far received only very limited attention. Thus while
this chapter focuses on the tasks and methods of the technology due
diligence, the considerations actually partly overlap with the market and
strategic due diligence. Furthermore, the production or technical due dili-
gence as well as the innovation considerations are also integral elements of
the overall technology due diligence. The overall checklist to apply during a
technology due diligence can be found in Appendix B.

The elaboration of the understanding of technology-based value creation
in corporate acquisitions has shown which aspects need to be considered
within the technology due diligence in order to ensure future technology-
based value creation:

● Ensure the technology-based value creation potential and thus the future
possibility for realizing planned and emergent technology-based value-
creation opportunities;

● Ensure that the external developments are appropriately considered;
● Ensure the contextual fit between the target and acquirer and thus the

ability to successfully realize the value creation potential;
● Validate the technology-based value-creation opportunities in a prospec-

tive way.

The technology due diligence validates the technology-based value creation
potential and the ability to realize it. Thus it aims to ensure the occurrence
and profitability of planned and emergent technology-based value-creation
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Figure 6.36 Due diligence
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opportunities and the joint capability to realize these. This validation takes
place on three different levels of investigation. Each level has another object
of investigation and addresses all three tasks: validation of the A&I strategy;
identification of risks; and support of price finding (see also Figure 6.37).
Figure 6.38 provides an overview of the three levels of the technology due
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Figure 6.38 Three levels of the technology due diligence
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diligence and the associated tasks, methods and structural aspects which will
be explained in the following section.

6.3.4.1 First-level technology due diligence – assessment of the 
technology base

The first level of the technology due diligence validates the occurrence of
planned and also emergent technology-based value-creation opportunities
(see Figure 6.39). This occurrence is determined by the technology base of
the target. Thus an attractive, highly mastered and particularly combinable
technology base fosters the realization of planned value-creation opportunities
and the future emergent integration of resources into innovation and resource-
deployment opportunities. The question arises how these characteristics of
the technology base can be assessed within the technology due diligence.

First of all the investigation cannot cover all technologies within the com-
pany. The assessments have to focus on the core technologies which have the
highest potential to be integrated as a crucial resource for value-creation
opportunities. The core technologies can be identified by the difficulty of
imitating them, by their existing or potential significant contribution to the
target’s value creation and by their potential application within several areas
of the company. It is important that the investigation addresses not only exist-
ing core competencies but also potential ones which are still in development.

As a next step the attractiveness of the different core technologies has to
be assessed. Attractiveness can be measured by a variety of attributes.
The following criteria are a summary of various indicators for technology
attractiveness:

● Maturity (pace-maker, key or base technology)
● Functional scope (discontinuous, wide or narrow)
● Functional performance (in relation to substitutes)
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Figure 6.39 Process of the first-level technology due diligence

•Difficult to imitate
•Contribution to
value creation

•Applicable within
several areas

•Maturity
•Functional scope
•Functional
performance

•Scalability 
•Robustness
•Conformity with
standard

•Dependence on
other technologies

•Risk of being
substituted

•Number of
specialists

• IP due diligence
•Years of
experience

•Yearly R&D
investment

•Specialty of
underlying
infrastructure 

•Ability to operate in
test conditions

•Level of in-house
competence

•Similarity of
resources

•Value of resources
•Nature of
resources

Identification of
core technologies

Assessment of
attractivness

Assessment of
combinability

Assessment of
level of mastery

Core
technologies

Potential for
occurrence of
competence-
based VCOs



● Scalability
● Robustness
● Conformity with standard
● Dependence on other proprietary or costly product or process technologies
● Risk of being substituted.

This attractiveness is an indication of whether the technologies are mature
and attractive enough for integration into joint product developments or
should be sold into new markets. Furthermore, an attractive technology base
fosters resource transfer and integration and thus the emergence of hidden
technology-based value-creation opportunities. Technological attractiveness
cannot be measured within a data room. The prototypes and first machines
delivered to the customer site under operational conditions need to be vis-
ited and observed. It is important to take the opportunity to eventually even
test and operate the machine to get a feeling of how sound the attractiveness
of the underlying technologies actually is. In the case where little techno-
logical attractiveness is found due to proprietary or immature technologies,
the business case needs to be revised as the technological problems or imma-
turities of the company need to be solved before realizing the synergies. Thus
a low technological attractiveness bears the risk of additional development
costs and long delays.

In a next step the level of mastering the technology base has to be investi-
gated. The most attractive technology will not contribute to value creation if
it is not mastered. The level of mastery of a technology can be measured by
the following factors:

● Number of designated specialists within the field
● Number, soundness and quality of patents within this field (IP due dili-

gence)
● Years of experience
● Yearly R&D investment in the field
● Specialty of underlying infrastructure
● Ability to operate in test conditions
● Level of in-house competence versus external abilities.

The assessment of the level of mastery is a strong indication of where the real
competencies of the target lie and which resources should be the base for
value creation and which should not. A high level of mastery motivates peo-
ple to cooperate and fosters the knowledge flow. The lack of mastery, to the
contrary, can result in risks such as additional financial and timely efforts to
increase the level of mastery or an inability to develop and launch a joint
product due to a lack of skills or patent problems.

The analysis of the level of mastering the technology base has to cover the
target’s core technologies as well as the ones from tightly linked suppliers. As
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these are often tied to the target via long-term contracts their technological
ability also has an important impact on the resulting value creation potential.16

Furthermore, the assessment should address not only the current level of
mastery but also the pursued future focus of the target. This is a strong indi-
cation of where technological competence sits. The analysis needs to inte-
grate the opinions of suppliers, competitors and customers, if this is possible,
in order to obtain a good overview and an intersubjective estimation of the
target’s level of mastering its technologies. Other highly important aspects
for assessing of the level of mastering the technology base are an IP due dili-
gence and a site visit which investigates the maintenance and specialty of
the used infrastructure. There is some literature17 on IP due diligence and a
best practice example is provided by Unaxis (see Best Practice 12).

The attractiveness and the level of mastering the technology base over
time can be visualized within the dynamic technology portfolio (see
Figure 6.40). It provides a good overview of the technologies of the target
and indicates which resources will foster the emergence and realization of
technology-based value-creation opportunities and which will not con-
tribute to value creation in the short or medium term. These findings can be
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Best Practice 12 Intellectual property due diligence at Unaxis

Revenue in 2002: CHF 1.5 bn; EBITDA: CHF 71 m; # employees: 6.544
Businesses: Semiconductor back-& front-end, Displays, Data storage, Optics, Surface technologies

The CTO of Unaxis has developed an IP due diligence which he him self applies as part of the technology due 
diligence. The process validates whether the company has some IP strengths within the different technology
fields, whether the patents are valid and current, of which quality they are, which types of subjects they address
and whether they can cause potential infringements.

Source: Interviews on the IP Due Diligence at Unaxis (2002).
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used to revise the ideas of value-creation opportunities if, for example, the
technology is neither attractive enough nor well mastered.

The last step in the validation of the potential for occurrence of planned
and emergent value-creation opportunities addresses the combinability of the
technologies and resources. It was observed that technology-based value-cre-
ation opportunities occur particularly where the technology bases can be
combined. Combinability of a resource depends on the pursued value
creation. The transfer or substitution of resources, such as the transfer of CAD
or manufacturing technologies, or quick gains, such as the leveraging of a
module, require highly similar or complementary resources which can be
easily transferred and are thus not very context-dependent and are neither
dispersed nor particularly explicit. On the contrary, the long-term integration
and learning of competencies which aim to create highly attractive new inno-
vations need the integration of highly rare, unique and supplementary tech-
nologies. Thus Figure 6.41 shows that the characteristics of an appropriate
combinability depend on the pursued value creation or acquisition type.
Thus at ‘Venturing Acquisitions’ the target’s technology base should be
highly valuable and supplementary or distinct to the acquirer’s resources.
This, however, also indicates that these resources will be very difficult to inte-
grate in the long run due to their tacitness, context-dependence and dispersion.
At ‘substrate-for-growth’ or ‘play-for-scale’ acquisitions the target’s technology
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Figure 6.40 Dynamic technology portfolio

Source: Tschirky (1998c: 313).
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base should rather be more easy to integrate and of a complementary nature.
These considerations have to be validated during this phase of the technology
due diligence. The following questions can be posed:

● Are the technologies sufficiently similar/redundant or complementary/
supplementary/distinct?

● Is it possible to integrate the technologies in the long run due to their
tacitness, context-dependence, dispersion or e.g. non-modular structure?

● Are the technologies too specific, rare, or difficult to imitate to transfer
them?

After these investigations, the technology due diligence team can assess the
potential for the occurrence of planned and future emergent value-creation
opportunities. If the technology base is well mastered and attractive and can
be combined according to the intentions then the potential for short- and
particularly long-term technology-based value creation of the merged
companies exists.

6.3.4.2 Second-level technology due diligence – assessment of 
value-creation opportunities

The second level of the technology due diligence validates the attractiveness
and profitability of the identified and planned value-creation opportunities
and thus of the joint product and technology pipeline. It needs to be verified

Strategic Acquisition and Integration Management 209

Figure 6.41 Required level of combinability depending on required VCO
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that the identified highly strategic and planned value-creation opportunities
are as profitable, timely and associated with a certain risk level as initially
assumed. These investigations are conducted by assessing the congruence,
relatedness and feasibility of the value-creation opportunities and by
revising their timely occurrence (see Figure 6.42). These attributes of a value
creation opportunity determine whether the project will become a financial
success. The analysis is tailored towards innovation projects and is thus
applicable to both innovation and resource deployment projects, whereas
the first is a clear innovation project and the second can only indirectly be
linked to an innovation. Nevertheless, the investigation on the congruency,
relatedness, feasibility and timely occurrence is appropriate for both value
creation mechanisms; only the importance of the different aspects varies.

In a first step, the congruence of the planned value-creation opportunities is
assessed with the following criteria. A technology-based value-creation
opportunities must:

● Represent a missing link between customer needs expressed in functional
requirements and functional scope provided by the linked technologies;

● Balance the market pull and technology push;
● Have a modular, complexity-reducing and elegant basic underlying

(product) concept.

This congruence of the value creation opportunity ensures uniqueness to the
customer and a sufficient value contribution. The modular and sound
underlying concept provides the basis for being able to adapt the value
propositions to customers’ need in a flexible way and to keep the costs of
realizing a new product or service in its barriers.

In a second step the relatedness of the pursued value-creation opportunities to
the existing business is evaluated. It was observed that joint development
projects of a completely new technology or product are highly difficult to
achieve, especially as there is insufficient experience within this new area.
Thus, especially for the first value creation activities, it is appropriate to stick
to the field of experience. The lack of this relatedness is also an explanation
of the difficulty of mastering unrelated acquisitions. Relatedness can be
assessed by asking the following questions:

● Are we acquainted with the customers and markets which we address
with the value-creation opportunity?

● Have we ever managed a similar product concept before?
● Do we have sufficient experience within the technology platform?
● Is the way to develop or service the product similar to our way of doing

business?

The congruence and relatedness assessment can be well conducted using the
innovation architecture (see Figure 6.43).
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Figure 6.42 Process of the second-level technology due diligence
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Figure 6.43 Assessment of congruence and relatedness using innovation architecture
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The third investigation, validating the potential for profitability of the
value-creation opportunity, is the feasibility check which is concerned with
the availability of resources to develop and manufacture the value-creation
opportunities. The development of new technologies or products or the
transfer of knowledge requires the existence and availability of certain
resources. These resources cover the object knowledge about the resource,
the methodological knowledge on how to transfer, develop or integrate the
resources and a certain amount of meta-knowledge which ensures that the
integration of the known resources can happen within the context.
Additionally, the realization of the developed product or the operation of
the transferred manufacturing machines requires sufficient manufacturing
skills and particular capacities. The main topics to address are the sufficient
availability and assignment of:

● Specialists, people knowledgeable within the area
● A leadership person managing the realization of the value creation

opportunity
● Sufficient financial resources
● Sufficient time
● The appropriate infrastructure
● The required manufacturing capacity
● Sufficient slack to remain flexible.

The last assessment of the profitability of the identified value-creation
opportunities is the revision and validation of its timeliness. In Figure 6.30
the assessment of the timeliness of value-creation opportunities as part of
their assessment within the acquisition and integration strategy formulation
was shown. This assessment has to be revised with the collected data from
the internal capabilities and resources and external market data inferred
from the market due diligence.

The result of the validation of the profitability of the originally identified
value-creation opportunities is used to revise their associated NPV, risk level
and timeliness. Thus a more realistic profitability of the value creation poten-
tial can be assessed which again supports the price finding. Additionally, a
lack of congruence, relatedness, feasibility and timeliness points to upcoming
risks which have to be marked by the flag methodology, compensated for,
eliminated or even averted by not continuing the acquisition.

6.3.4.3 Third-level technology due diligence – assessment of contextual fit

The third level of the technology due diligence validates the ability to finally
realize the planned and emergent value-creation opportunities (see Figure 6.44).
This is highly determined by the contextual characteristics and similarities
of the target and the acquirer. Thus characteristics of the target’s corporate
context, such as of the organizational structure, corporate culture or dominant
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Figure 6.44 Process of the third-level technology due diligence
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business logic including the top management’s abilities, which are fostering
the innovativeness and efficient redeployment of resources and are quite
similar to the acquirer’s context, increase the probability of successfully real-
izing the planned and emergent value-creation opportunities. Even though
the contextual fit was already addressed within the screening phase, within
this phase the level of detail can be increased and the direct contact with the
target during the due diligence supports the investigation.

In a first step the characteristics of the target’s corporate context need to be
collected, given the knowledge of its own contextual attributes. The infor-
mation concerns the corporate culture, the organizational characteristics
and the dominant business logic of target and acquirer. This collection and
the subsequent assessment are not the task of one individual person. These
types of soft information need to be gathered by all members of the acquisi-
tion team throughout the whole process and aggregated and discussed
within joint meetings. Thus each person involved throughout the whole
acquisition process and particularly during the technology due diligence
process should actively observe the contextual characteristics and consider
their implications. Figure 6.45 shows an example of the main contextual
characteristics within the fields of cultural, organizational and dominant
business logic context which need to be investigated. The specific attributes
were introduced earlier in Figure 6.19. For example, a highly entrepreneurial
leadership within the R&D area is conducive to technology-based value cre-
ation, whereas a low connectedness between different R&D sites hinders
cooperation and thus joint innovation. The different characteristics can be
visualized in a contextual web (see Figure 6.45).

Once the data are collected, the assessment of the contextual fit is initi-
ated. First the fit of the corporate cultures needs to be assessed. As outlined in
Chapter 5.3.4.cultural fit is determined by the conduciveness to innovative-
ness of target’s and acquirer’s cultural characteristics and by their similarity.
Whereas a quite high level of similarity needs to be pursued, too close simi-
larity might cause a lack of sense of urgency and curiosity and is thus also
not favourable (see Figures 5.13 and 6.46). Thus the following questions
need to be addressed when assessing the cultural fit that will be conducive to
technology-based value creation:

● Are both companies’ openness conducive to technology-based value cre-
ation and sufficiently similar?

● Are both companies’ leadership styles conducive to technology-based
value creation and sufficiently similar?

● Are both companies’ time managements conducive to technology-based
value creation and sufficiently similar?

● Are both companies’ reactions to change conducive to technology-based
value creation and sufficiently similar?

● Are both companies’ diversities conducive to technology-based value cre-
ation and sufficiently similar?
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The procedure within the assessment of the organizational and dominant
business logic fits accordingly. The only difference is that some contextual
differences within the cultural and dominant business logic contexts are
favourable, whereas the organizational fit is best achieved if the contexts are
very similar.

The measurement of fit can be conducted with quantitative measures (see
Figure 6.46). The sum of innovation-fostering contexts indicates whether the
characteristics of the corporate contexts are conducive to technology-based
value creation, and the absolute value of the difference18 between the charac-
teristics of the corporate contexts are an indicator of whether the similarity
between the contexts is conducive to technology-based value creation.

An example of how the calculation of contextual fit can be conducted is
given in Figure 6.47. The evaluation of the contextual fit indicates whether
the two companies will be able to closely work together and to push innov-
ativeness and help to estimate upcoming integration efforts and problems.
Furthermore, it identifies potential for improvements for both acquirer and
target and upcoming risks such as organizational clashes or cultural con-
flicts. The findings should be used to revise the planning of value-creation
opportunities, integration approach and also integration efforts considered
within the price finding.

Even though contextual differences are often not considered as a cause for
discontinuing an acquisition, nonetheless the findings should raise the
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Figure 6.46 Calculation of contextual fit
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Figure 6.47 Example of the calculation of contextual fit
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acquirer’s awareness of the upcoming challenges and risks. Furthermore,
they will be integrated with the findings from the other due diligence areas
and layers to adapt the holistic acquisition and integration strategy, which
then serves as a decision-making base for either continuing or discontinuing
the acquisition.

6.3.4.4 Structural and behavioural aspects

The question arises of how the technology due diligence should be con-
ducted and especially who should be in charge of it. Generally the technol-
ogy due diligence should be the task of the technology and innovation
functional subteam of the acquisition. This team should be staffed with tech-
nical experts within the research, engineering and manufacturing, product
managers, marketing experts and IP specialists. It should be headed by the
CTO or the head of engineering of the company. Many companies hire
external technological experts to support the technology due diligence. On
the one hand this approach is legitimate if the acquirer has insufficient
knowledge of the specific technology, on the other hand it is recommended
that the acquirer first builds up some internal competence or absorptive
capacity to be able to investigate the technology and subsequently to inter-
nalize and transfer it. An external expert neither knows what the acquirer
intends to do with the technology in combination with its strengths nor can
he or she help to internalize the technology in question. Thus while external
expertise is suitable for complementing the technology due diligence team it
should not be the only experienced unit within that field.

From a behavioural point of view the technology due diligence should be
dominated by risk awareness, a focus on future developments and potentials
and sufficient diligence and patience in order not to get trapped in the rush
of the accelerating momentum.

6.3.4.5 Conclusion

It can be concluded that the technology due diligence aims to reduce the
information asymmetry between target and acquirer, validate the acquisition
and integration strategy, identify risks and support the price finding. This is
achieved on three different levels. On the first level the potential for occur-
rence of technology-based value-creation opportunities is validated by assess-
ing the target’s technology base. On the second level the potential
profitability of the identified strategic technology-based value-creation
opportunities is validated by assessing their attractiveness and on the third
level the ability to successfully realize the technology-based value creation
potential is verified by assessing the contextual fit. The investigation by the
technology due diligence team needs to be conducted in close cooperation
with the target company and its stakeholders to follow a prospective perspec-
tive and to be integrated within the overall A&I strategy revision. The advan-
tage of the approach is that it ensures the potential for long-term and also
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emergent value creation and is not only focused on the existing capabilities.
Furthermore, the proposed methods and the specific focus of each layer
ensure the applicability of the concept. This new approach prevents acquirers
from buying immature technologies or low competencies, from underesti-
mating technological risks and from paying an exaggerated acquisition price.

6.3.5 Integration planning

So far it has been determined which value-creation opportunities can be
achieved with the target, which integration approach and configuration are
appropriate to realize these value-creation opportunities and how much
should be paid for the target. Now the focus has to shift from strategy formu-
lation towards the strategy implementation. Thus the fifth phase of the acqui-
sition process, which actually also runs in parallel with the strategy
formulation and due diligence process and can last until the closing of the
acquisition, addresses integration planning. This integration planning aims to
determine which actions are required to achieve the acquisition and integra-
tion strategy and how and when these should be pursued. Thus integration
planning directs all actions after the acquisition which concern value creation-
related projects and the accompanying change in company configuration.

Integration planning is managed and guided by the transition manager on
the integration layer and elaborated by the different functional teams of the
acquisition. These become more operational and larger than the acquisition
teams but should at least partly consist of the same people to ensure consis-
tency, sufficient management attention and learning. The planning follows
a holistic integration planning process, whereas the discussion here focuses
on the integration planning within the R&D and technology-related fields.
As the technology integration is often not seen as a part of the integration
process, state-of-the-art integration planning has so far not addressed this
dimension. This gap is filled within the following section.

In order to appropriately address the technology integration in integration
planning and to foster the short- and long-term innovativeness of the merg-
ing companies, the following aspects have to be addressed:

● Integration planning has to be adapted according to acquisition type and
technology-based value-creation opportunities pursued;

● Integration planning has to be designed to foster the realization of the
technology-based value creation potential and thus the achievement of
future possibilities to realize planned and emergent technology-based
value-creation opportunities;

● Integration planning has to consider the contextual fit between target and
acquirer and thus the ability to successfully realize value creation.

The generic integration planning process (see Figure 6.48) consists of three
phases: (1) the determination of the integration activities; (2) the assessment
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Figure 6.48 Integration planning process
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and scheduling of the individual integration activities; and (3) the
development of the integration roadmap and steering mechanisms.

6.3.5.1 Determine integration activities

In a first step each acquisition team has to determine which integration activ-
ities must take place in order to achieve value creation and to change the
company configuration. Generally while three different layers of integration
activities can be distinguished, two of these can be managed actively and one
only passively (see Figure 6.49). The task integration is concerned with all
value related activities within the functional layers. Thus within the R&D
area activities to redefine value drivers, sustain existing value, capitalize on
existing value and capture and create value have to be determined. Value def-
inition is the development of a new technology and innovation strategy,
whereas value sustaining is concerned with keeping the core competencies and
pushing the daily business without focusing all resources on synergy realiza-
tion. Value capitalizing and capturing is related to resource deployment and
value creation is associated with innovation activities.

Besides these activities, the correct projects for changing the company
configuration in order to support task-integration activities have to be deter-
mined. These projects concern organizational structure, change of support-
ive systems such as CAD, retention of key engineers, communication
activities or general change-management activities. These activities are for
now determined on a functional base but are finally managed in cross-
divisional projects guided by the HR, IT, organizational, etc. teams.

The last activities which have to be considered but cannot be changed
actively relate to the socio-cultural integration. Resource deployment and
innovation activities require the acculturation of the underlying cultures
and trust building. These developments have to be actively pushed by the
supportive systems and task integration to enable a holistic change process
in all three areas: task, supportive systems and socio-cultural integration.

6.3.5.2 Assess and schedule integration activities

In a further step, the determined integration activities have to be scheduled.
The prioritization and planning of the different activities depends on their
associated NPV, risk level and project type; thus these attributes need to be
assessed first. Each integration project is assigned a specific objective to reach
that is measured in financial figures or other attributes. These objectives are
linked to the business value drivers. Furthermore, each project has a specific
risk level derived from a revision of the risk assessment of the A&I strategy
development and is categorized into a competitive-strategic or development-
strategic project. Competitive-strategic projects contribute to the short-term
competitiveness of the company, whereas development-strategic projects
have a long-term impact, mostly concern various areas of the company and
contribute to sustained and profitable growth.19
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Figure 6.49 Three layers of integration activities
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Subsequently, the different projects are prioritized within the different
integration phases, according to specific focus and the resulting requirement
for different projects of each. As already outlined the integration process can
be separated into low-integration, restructuring and full integration phases,
which can highly vary in their duration. Furthermore, a preparation phase
preceeds the actual integration. Figure 6.50 shows an overview of which
projects need to be assigned to which integration phase.

Once the initial plan for the task and supportive activities is scheduled, this
plan has to be revised depending on whether there are sufficient resources to
conduct all the activities as scheduled. Subsequently, each project has to be
detailed. It has to be decided who will be responsible for carrying out the pro-
jects and how the team structure should look, for example whether there
should be a task force team, or if the project will simply become part of daily
business or is to be managed as a strategic project on the corporate level,
which is often the case for development-strategic projects. Additionally, the
staffing of the integration team has to be determined. It was reported as being
favourable to have integration teams with employees from both companies,
especially if the target is quite large. Furthermore, each project needs to be
assigned an appropriate integration behaviour, which should also be mani-
fested more broadly within an integration policy. Generally integration
behaviour needs to be fast-paced and determined within the first two phases
of the integration – during the low-integration and especially during the
restructuring phase – whereas within the consolidation phase the behaviour
should provide more slack for trust building and learning.

With respect to the technology integration this means that within the first
two phases the focus is laid on retention of the key innovators and on achiev-
ing quick gains such as the leveraging of easily combined modules or cross-
selling opportunities. Additionally there should be a focus on restructuring
the underlying resource bases. Thus the strategic technology platforms need to
be linked up, for example through co-location or the integration into net-
works or competence centres. Furthermore, boundary-spanning structures
need to be established; new innovation processes need to be introduced; and
the engineering and manufacturing infrastructure should be transferred and
substituted. These large-scale changes need to be conducted and managed by
a very experienced CTO or head of engineering, and led with rapid pace, a
strong strategy and vision in mind and a clear leadership style supported by
extensive communication. Thus within the restructuring phase the supportive
activities take the main lead. Afterwards, within the consolidation phase,
value capturing and creation are in the fore. The wheel of technology-based
value creation starts spinning fostered by the realized company configuration.
An example of an integration schedule within the product development area
is provided in Figure 6.51. After detailing the schedule and also the interrela-
tions between the different projects within each functional and supportive
area, the overall integration roadmap has to be established.
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Figure 6.51 Integration schedule within product development
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6.3.5.3 Develop integration roadmap and steering mechanisms

In order to ensure a holistic approach and guidance towards integration of
the acquisition, in order to balance the workload and absorption of capacities
and to avoid inconsistencies, an overall holistic integration roadmap including
controlling and learning mechanisms should be developed as a management
instrument. This has to comprise the perspective on the task and supportive
integration and especially their interrelation. Thus the integration roadmap
has three perspectives or layers. The first is the overall leadership view, which
provides an overview of integration activities and their interrelations. The
second view focuses on individual activities within one functional area as a
guidance for each integration team and the third view shows only the sup-
portive integration tasks within the whole company as a support for the
boundary-spanning support teams, such as HR, IT, and the like. Figure 6.52
shows an example of such an integration roadmap and the different views
and their interrelations.

Complementary to the integration roadmap the appropriate controlling
and learning mechanisms have to be decided. The controlling tool should
measure the integration success based on initially set objectives. It should be
regularly applied and the bonus of the integration managers and also of the
acquisition team should be influenced accordingly. This ensures that the
acquisition team also sufficiently considers the integration aspects.
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Figure 6.52 Three views of the integration roadmap
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Another critical issue, especially when it comes to learning, is the active
involvement of the acquisition team in the integration activities. This aware-
ness is currently spreading in industry of a holistic acquisition and integra-
tion process which encourages companies to form acquisition and
integration teams that are not only concerned with the financially domi-
nated acquisition process but also provide guidance within the integration
phase. This ensures that lessons learnt from the integration can be applied to
selecting and evaluating future targets. Such permanent integration teams
have been established at IBM and Cisco, for example.

Another structural approach which can be planned within or dependent
from the integration planning is the establishment of permanent learning
mechanisms. These can be an internal website on best practices and reports,
a community of practice on M&A integration, or the like. One best practice
example was established at Siemens (see Best Practice 13).

6.3.5.4 Structural and behavioural aspects

As mentioned above, integration planning is not a highly separate process at
the end of the acquisition process. The applied considerations should
take place throughout the process and should be actively managed by the
transition manager, who is finally in charge of successfully realizing the
integration.

From a behavioural perspective it is recommended that the target’s
employees should participate as early as possible in the integration planning
process. Furthermore, integration planning should not be confined to a
period of eight weeks, 100 days or even six months. Awareness has to be
raised that the integration will continue for a long time after the acquisition
and thus requires specific attention and efforts. Thus the technology inte-
gration, which is particularly difficult to achieve due to its dependence on
supportive and socio-cultural integration, needs to be specifically addressed
and managed as otherwise the wheel of technology-based value creation will
never start spinning.

6.3.5.5 Conclusion

It can be concluded that a holistic integration planning of the integration
activities within the different integration phases and the development of an
integration roadmap and controlling and learning mechanisms have a sig-
nificant impact on the long-term value creation in corporate acquisitions
and thus enable the rise in innovativeness and the efficient deployment of
capabilities with a reduced risk of destroying the corporate context and
causing engineers to depart.

6.3.6 Strategy implementation

The final process of the acquisition and integration management is the inte-
gration process, which is more operational than strategic and thus not the
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main focus of this book. It aims to implement the formulated acquisition
and integration strategy and thus to achieve value creation and the strategic
objectives. Therefore it is in effect the operational realization of the phased
integration roadmap over subsequent years. The integration phase often
has already started before the closing, with a preparation phase which over-
laps the integration planning phase. This preparation phase, as mentioned
before, is used to determine the individual projects, the teams and their
objectives. The strategic level of the integration process aims to steer and
control the integration process on the management, functional and supportive
levels. This steering and controlling will support the acquirer to ensure
the desired value creation, readapt the strategy with the still-decreasing
information asymmetry and to learn from the acquisition. To foster the
realization and emergence of technology-based value creation, the following
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Best Practice 13 Integration steering, controlling and learning at Siemens
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aspects must be considered during integration:

● The integration process and behaviour have to be adapted according to
the acquisition type and the pursued technology-based value-creation
opportunities, following the defined integration approach;

● The integration has to merge the different corporate contexts and thus
provide the ability to successfully realize the value-creation potential.

The operational integration process is concerned with task, supportive and
socio-cultural integration within the different integration phases, following
the planned actions within the integration roadmap. ABB has developed a
best practice integration process which lasts from the pre-acquisition phase
until long after the acquisition (see Best Practice 14).

The strategic level of the integration is mainly concerned with the steering
and controlling of the integration progress (see Figure 6.53). This should be
conducted with the previously developed and established controlling tools.
An example for a controlling sheet of the integration progress is seen in
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Best Practice 14 Integration process at ABB
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Figure 6.54. The measured integration performance over the subsequent
years after the acquisition should influence the bonus not only of the
transition manager but also of the people who decided upon carrying out
the acquisition, such as the M&A team or the financial experts. In this way
the integration issues and their long-term effects will be considered within
ongoing and future acquisition processes. Furthermore, the integrated M&A
person or consultant should gather the lessons learnt and establish a final
integration report which needs to be provided as a feedback to the corporate
M&A team and to future integration teams. This centralization of the man-
agement of the integration effort was observed in various companies. For
example, HP, Cisco, GE and IBM all have separate integration teams which
guide the process and provide support to the transition managers.

6.3.6.1 Structural and behavioural aspects

The operational integration conducted by the different integration teams is
managed and guided by the transition manager for a period of about two
years. He or she, the CEO of the business unit and the heads of the func-
tional and supportive teams form the core integration team. Additionally,
the integration team should be complemented by a member of the corporate
M&A team or the internal consulting business in order to support the
process with the appropriate project and integration management tools and
to ensure appropriate feedback of the lessons learnt to the acquisition team
and subsequent integration teams. Additionally, the integration team should
be steered by a steering committee which ensures that integration remains
top priority and is assigned full management attention. The CTO should also
be part of the steering committee and eventually even the core integration
team in order to ensure the appropriate consideration of technology inte-
gration and to promote boundary-spanning innovation projects. Figure 6.55
shows an example of an integration structure. The steering and controlling
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Figure 6.54 Integration performance measurement
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on the strategic level of integration should be done by the transition
manager and reported to the integration steering committee. The behaviour
of the integration teams should be according to the planned behaviour
within the different integration phases. Furthermore, it should be supported
by an integration policy (Figure 6.56).

6.3.6.2 Conclusion

With this approach to acquisition integration which is appropriately
addressed by the transition manager, well planned in different phases and
which considers technology integration as one integral element, the merged
companies should be able to achieve increased innovativeness and effi-
ciently redeploy the competencies. Additionally, through a more diligent
steering and controlling of the integration progress lessons can be inferred
and help to improve the subsequent acquisition performance.

6.4 Conclusion from Technology-based Strategic 
Acquisition and Integration Management

In the first chapter of this book it was outlined that companies struggle with
becoming more innovative after an acquisition and with efficiently deploy-
ing the joint competence base. Thus, even though these technological syn-
ergies have become highly crucial for competitiveness in innovation-driven
industries, they have not yet been mastered. Thus the two research questions
guiding this book were posed: ‘Which aspects in strategic acquisitions
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Figure 6.56 Integration policy
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Figure 6.57 Summary of key issues necessary to achieve technology-based value creation
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in innovation-driven industries determine the successful realization of
technology-based value creation?’ ‘How can these aspects be successfully
incorporated in the processes, structures and methods of the strategic acqui-
sition and integration management in corporate acquisitions in innovation-
driven industries?’ Subsequently, theory was consulted to introduce the
basics in technology and innovation management and in acquisition and
integration management. Next the practice was investigated by case study
research. Five acquisitions were analysed and an improved understanding
of aspects impacting on technology-based value creation could be derived.
This new understanding resolved the first research question. The second
research question, which addresses applicable concepts for strategic acquisi-
tion and integration management to foster technology-based value creation,
remained open. Thus, within this chapter, a technology-based strategic
acquisition and integration management was developed. This mainly
comprised an adapted strategic acquisition and integration process which
was discussed on two levels. The first, rough level gave an overview of the
acquisition and integration process and outlined the links between strategic,
acquisition and integration, and technology and innovation management.
Within the second, more detailed level the individual phases and layers of
the acquisition and integration process were outlined. It was shown how
these should be enhanced, changed or extended by adding new methodolo-
gies or changing the tasks or structures in order to ensure the appropriate
consideration of technological aspects and to increase the likelihood of suc-
cessfully realizing technology-based value creation. The main issues which
have to be considered within the respective phases to ensure that the joint
companies can increase their innovativeness and that they will be able to
efficiently redeploy their competencies are summarized in Figure 6.57.

The proposed technology-based strategic acquisition and integration
management model cannot assure the increase in innovativeness or the
successful internalization and deployment of the technology bases;
nonetheless it is definitively supportive of achieving these goals and can
serve as a useful M&A decision-making guideline. Thus this concept resolves
the lack of concepts for successfully mastering technology-based value
creation in corporate acquisitions in theory and practice.

236 Mastering the Acquirer’s Innovation Dilemma



7
Management Principles

Before closing this book, the practitioners are addressed one more time.
Within this last chapter the main findings from this book will be summarized
and formulated for managers and decision-makers as ten management prin-
ciples. The different principles should represent not empirically profound
findings but rather critical guidelines to be addressed by management. Thus
the elaboration of the principles is not thoroughly argued and it is written in
management-style language. The management principles are divided into
understanding of technology-based value creation in corporate acquisitions,
applicable concepts for mastering it and implementation of these concepts.

7.1 Management Principles for a New Understanding

The management principles for a new understanding summarize the critical
points which managers need to understand if they wish to increase their
ability to achieve technology-based value creation after acquisitions. These
four fundamental and general statements are partly interrelated and partly
contradict the common understanding in theory and practice.

7.1.1 Management Principle 1: Wheel of technology-based value creation

It is important to understand that the initial cross-selling or easily to
achievable innovation successes after an acquisition do not guarantee fur-
ther success; actually it is the other way round. Whereas initial successes can
be best achieved in keeping the target quite separate, subsequent more long-
term-oriented technology-based value creation requires a very different,
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Technology-based value creation in corporate acquisitions occurs in two subse-
quent phases. In an initial phase only easy-to-achieve quick gain innovation
opportunities occur whereas in the next phase an increased and long-term
innovativeness and efficient resource redeployment iterate, emerge and promote
each other. Managers have to understand this cycle and manage it appropriately.

V. Bannert-Thurner, Mastering the Acquirer’s Innovation Dilemma
© Valerie Bannert-Thurner 2005



more tightly linked integration approach and thus an innovation- and
cooperation-fostering company configuration and the appropriate integration
behaviour. Thus initial quick gains and long-term emergent technology-based
value creation have to be pursued differently. This implies that managers
should not be satisfied with quick gains and the retention of a distant com-
pany configuration but should actively guide the integration process in phases
and adapt the company context according to the desired value creation.
Furthermore, managers have to become aware of the emergence particularly
of long-term technology-based value-creation opportunities and thus, instead
of directly planning and implementing innovation opportunities, they should
focus on implementing a context which enables the occurrence of efficient
resource deployment and valuable innovation opportunities.

7.1.2 Management Principle 2: Innovativeness cannot be bought
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Innovativeness cannot be bought by acquiring a highly innovative company. If
the acquirer is not innovative itself, the target will lose its own innovativeness
rather than foster the joint companies’ innovation capability.

Many acquirers today intend to become more innovative by acquiring a
highly innovative company. However, as the long-term innovativeness of
the joint companies is dependent on their merged context, the acquirer as
well as the target has from the beginning to provide innovation-fostering
contexts which can be well merged and are thus quite similar. If one of
the companies does not have an innovation-promoting context, the merged
context cannot ensure the innovativeness and ability to efficiently redeploy
resources for the joint companies. This implies that an acquirer first has to be
innovative itself before fostering own innovativeness by acquiring an inno-
vative target. Furthermore, it is not the best-in-class target but the one which
fits best with the acquirer that has to be sought and internalized.

7.1.3 Management Principle 3: Willingness to change as key 
initial condition

Without the acquirer’s commitment and willingness to change, the formation of a
new joint company based on merged resource bases and the achievement of short-
and long-term technology-based value creation is not possible.

Short- and long-term technology-based value creation can be achieved only
if the merged company is based on one joint resource base and accordingly
has one merged corporate context. This new corporate context is different
from that of the acquirer or the target as it comprises a whole new, enhanced
and enlarged resource base. Thus not only does the target need to adapt to
the new joint context but also the acquirer. Therefore, in order to successfully



realize technology-based value creation the acquirer has to be willing to
change. This willingness has the positive side-affect that the acquisition will
be assigned sufficient resources and paid much management attention, and
that it represents little difference in relative standing between the acquirer
and the target. This implies that an acquisition has to be viewed as an oppor-
tunity to change and needs to be accompanied by change management, a
high sense of urgency, communication and the like in order to succeed.

7.1.4 Management Principle 4: Creative destruction of 
innovation context
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The successful realization of short- and long-term technology-based value creation
requires the target’s full integration and thus the destruction of its existing organi-
zational, cultural and dominant logic context risking loss in innovativeness and
the departure of key innovators. These risks have to be compensated by quickly
providing the new joint innovation-fostering context.

In particular long-term technology-based value creation requires tight cooper-
ation and communication as well as trust building. This again can be achieved
only within one joint innovation and cooperation fostering corporate context.
This tight integration, however, destroys the existing and often innovation-
fostering context of the target company. This is associated with the risk of the
departure of key innovators and the decrease in innovation rate. Instead of
avoiding this risk by keeping the target separate, as proposed by several authors
and practitioners, the risk has to be faced and averted by quickly providing the
new joint context which builds the basis for new joint innovativeness and by
implementing this in a dynamically paced and determined way.

7.2 Management Principles for a New Concept

The management principles for a new concept summarize the key findings
practitioners need to consider when designing, directing and developing
management concepts for strategic acquisition and integration management
which aim to foster the achievement of technology-based value creation.

7.2.1 Management Principle 5: Technology concerns as 
basic fundamental

Technology is not only a concern in innovation-driven acquisitions but a key fac-
tor in all strategic acquisitions. Thus the technology-based strategic acquisition
and integration management has to become the foundation of all acquisitions in
innovation-driven industries.

An increase in innovativeness and the efficient deployment of capabilities is
not only a concern in innovation-driven acquisitions but a key strategic



issue in all strategic undertakings in innovation-driven industries. Thus the
long-term success rate of strategic acquisitions with the main objective of
acquiring a market share or reaping scale effects is in the end also determined
by the joint companies’ innovative products which are then sold and effi-
ciently manufactured. Thus technology- and innovation-related concerns
need to be addressed within all strategic acquisitions. This is particularly
emphasized when in innovation-driven acquisitions technology concerns
are regarded as important but lack mastery, whereas in other acquisitions
technology concerns are neither regarded nor mastered. This implies that
the acquisition and integration management for all strategic acquisitions in
innovation-driven industries has to consider technology aspects.

7.2.2 Management Principle 6: Holistic, systemic and 
integrative concept
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The technology-based strategic acquisition and integration management has to be
designed and developed in a holistic, systemic and integrative way in order to
ensure the appropriate consideration of the technology- and innovation-related
concerns.

The specific elements of the technology-based strategic acquisition and
integration management such as the technology due diligence, the identifi-
cation of technology-based value-creation opportunities or the planning of
technology integration should not be applied as stand-alone concepts, but
need to be one integrated element of the general strategic acquisition and
integration management. Furthermore, the ideas and concepts have to be
holistic and thus need to be supported by appropriate processes, structures,
methodologies and behavioural implications. Additionally, it was observed
that the modular character of the concept consisting of different elements
which can be applied throughout the process is highly accepted and easily
applicable. Last but not least, it became apparent that the best technology
due diligence is useless if the results are not integrated within overall
strategy-making. Thus the elements of technology-based strategic acquisi-
tion and integration management need to be tightly integrated and linked
and add up to one holistic acquisition and integration management for
innovation-driven industries.

7.2.3 Management Principle 7: Prospective perspective

The specific elements of the technology-based strategic acquisition and integration
management need to pursue a prospective perspective on the role of technology
and innovation in corporate acquisitions.

State-of-the-art concepts that consider technology-related aspects within
acquisition and integration management focus on the past and current value



of technologies and their context. This approach neglects the fact that the
value of a technology is determined by its future rent generation or associated
future cash flow streams. Thus the new concepts to deal with technology-
related issues in acquisition and integration management have to identify,
assess and plan technologies and competencies according to their future use
and associated value creation potential.

7.3 Management Principles for Implementation

The management principles for implementation summarize the key findings
practitioners need to consider when implementing and directing manage-
ment concepts for strategic acquisition and integration management.

7.3.1 Management Principle 8: Implementation requires a new 
awareness of acquisitions

Management Principles 241

Successful implementation of technology-based strategic acquisition and integra-
tion management requires a new and shared awareness of the role of acquisitions
as one viable strategic path for corporate renewal in strategic management.

The implementation of technology-based strategic acquisition and integration
management requires the acquirer’s shared awareness about acquisitions.
Thus acquisitions should be seen as one viable strategic path for achieving
corporate renewal. They should not be the extension of the existing com-
pany but provide the opportunity to form a completely new joint company
with a newly configured resource base and a new context which offer the
opportunity to create new values.

7.3.2 Management Principle 9: Implementation requires a 
new awareness of technology and innovation

Successful implementation of technology-based strategic acquisition and integra-
tion management requires a new and shared awareness of the role of technology
and innovation management as an integral and dominant element in strategic and
in acquisition and integration management.

The implementation of technology-based strategic acquisition and integra-
tion management can be fostered by a shared awareness of the technology
and innovation management within a company. It has to be understood
that technology and innovation management with all its concepts,
processes, methods and structures fundamentally contributes to the mastery
of innovativeness and the ability to efficiently redeploy competencies and



thus achieve value creation and competitiveness. Thus technology and
innovation management should be an integral aspect of all strategic deci-
sions within a company and thus also within corporate acquisitions. But not
only does the strategic and acquisition management need to embrace the
technology and innovation-related aspects but the reverse is also important.
The technology and innovation management so far hardly considers the
acquisition option as one viable method for internalizing and redeploying
competencies. This perspective needs to be changed; the CTO should see
acquisitions as an opportunity rather than a threat and should use these
options as a technology- and innovation-strategic path and seek a stake in
and responsibility for implementing the decision.

7.3.3 Management Principle 10: Implementation requires 
critical self reflection
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Successful implementation of technology-based strategic acquisition and integra-
tion management requires a critical self-reflection on past acquisition performance
particularly measured in innovativeness and efficient resource deployment.

This management principle encourages managers to critically reflect on their
past acquisition and integration performance in particular regarding
the innovativeness and the achievement of an efficient redeployment of the
internal resource base. This investigation will raise the awareness of the critical
impact of acquisitions on the company’s innovation performance and
persuade management of the usefulness of implementing technology-based
strategic acquisition and integration management.



Appendix A – Value Creation in 
Corporate Acquisitions

This appendix will provide an overview on the state of the art regarding value creation
in corporate acquisitions. It aims to answer the question: which aspects and criteria
are relevant for achieving value creation within corporate acquisitions? This topic is
important for understanding the general success factors in corporate acquisitions.
Furthermore, these findings will be used to derive a framework for the case study
analysis.

A wide variety of researchers from various different schools have tried to identify the
main relevant criteria that bring about successful acquisitions. They all apply different
methods for analysing the success of corporate acquisitions, investigate different
phenomena, find different explanations and infer different implications for practice.1

Unfortunately, however, very few researchers have widened the scope of their research
by investigating the interrelation of the different aspects observed. Exceptions are the
representatives of the process school who try to cover some of the aspects derived
from other schools. Furthermore, Larsson and Finkelstein (1999) have conducted an
extraordinary attempt to merge the various schools and provide a more holistic under-
standing of the subject of corporate acquisitions. They were rewarded for their
approach by Kathleen Eisenhardt, stating that: ‘This paper is exciting because it
synthesizes several theoretical perspectives into an integrative model and addresses a
very significant topic – mergers and acquisitions – with a sharp eye towards clear man-
agerial relevance and with innovative methods. I expect it to become a defining paper
in M&A research’ (Larsson & Finkelstein, 1999: 1).

Haspeslagh and Jemison (1991) have proposed a well-accepted categorization of
schools investigating the sources of value creation in corporate acquisitions, which
will be used here as well:

● Capital markets school
● Strategic school
● Organizational behaviour school
● Process school.

Within this literature review an attempt is made to provide the reader with an
understanding of aspects relevant for value creation and to identify criteria which are
particularly relevant to technology-based value creation.

A.1 Capital Markets School

The capital markets school is mainly concerned with the effect of acquisitions on net
wealth gains of the shareholder. Financial economists, applying the ‘market for cor-
porate control’2 perspective, understand acquisitions as a contest between competing
management teams for the control of corporate resources (Jensen & Ruback, 1983: 6).3

They apply the event study methodology4 to analyse the changes in share price for
both the acquirer and target in a short time period around the acquisition event. They
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base their argumentation on the efficient market hypobook,5 saying that the expected
future cash flows associated with the growth strategy are immediately incorporated
into the share price of the acquiring and target firms by the rational and efficient
players of the capital market.6

This, however, implies that the financial economist generally assumes that the
market is efficient, which means that shareholders can understand the way in which
a firm’s strategy will evolve and which cash streams will be associated with it.
Furthermore, they expect the management to act on behalf of the shareholder rather
than in their own interest – the typical agency problem.7

Based on these assumptions researchers have found various results. Whereas some
argue that additional wealth is created by acquisition and thus social value is gener-
ated,8 others have not found positive results regarding gains for the shareholders.9

Generally however, it was found that the acquiring firm neither gains nor loses (0–4 per
cent) whereas the acquired firm often earns even significant gains of up to 20 to 30 per
cent.10 For more detailed overviews on gains from a capital market perspective see
Jensen and Ruback (1983), Sirower (1997) or Rockholtz (1999a) and Carper (1990:
809). The impact factors on wealth creation vary and include the bidder’s approach
(tender offer vs. merger), the financing mode (cash vs. stock financing) or numbers of
bidders.11 Furthermore, the impact of acquisitions on the systematic and unsystematic
risk by using the Capital Asset Pricing Model (CAPM)12 were investigated and showed
that generally the unsystematic and thus corporate specific risk increases, whereas
systematic risk can be reduced in related acquisitions (Lubatkin & O’Neill, 1987).

Researchers have identified various reasons for potential value creation but also for
the observed losses. According to Shleifer and Summers (1988) gains are derived from
a new relation between the shareholders and the management. By exchanging poor
management which is not acting in the interest of the shareholder agency costs can be
reduced. Another explanation for potential gains has roots in potential tax manipula-
tion; however, it was shown that these considerations, even though they can impact
on the acquisition decisions,13 are not relevant to management.14

The explanations provided for the lack of value creation are also partly rooted in the
agency theory. Companies often have remaining free cash flow15 which, according to
financial economists, has to be paid to the shareholders, which then have the opportunity
to invest elsewhere. However, instead this free cash flow is used to conduct an acquisi-
tion, motivated by the personal interests of the management to gain power and increase
their salaries (Haspeslagh & Jemison, 1991: 294). Thus the wealth creation associated
with acquisitions is absorbed by management rather than shareholders. Another line of
argument says that wealth creation is not achieved due to the hubris of managers16 or
their mistakes in assessing the potential for future value creation.17 Balakrishnan (1988)
argues differently; he states that no value is created as the investors have already antici-
pated the acquisition as the logical step to follow the pursued strategy.

Even though the capital market school is the dominant stream of research especially in
the US,18 its underlying assumptions and the applied methodology are subject to criti-
cism. As described, the findings are based on the claim that markets are efficient,
investors rational and strategies and their related cash flows can be anticipated. This ‘con-
tradicts a good deal of what we now about strategy, how it is developed, and how it
evolves’ (Haspeslagh & Jemison, 1991: 298). As is well known from Mintzberg and
Lampel, (1999), Eisenhardt (1999) and many others, strategy is not deterministic but
rather an evolving process. Furthermore, the applied methodology analysing the changes
in the share prices ‘provide a convenient but hazardous and single-minded measuring
stick … which is tied to short-term performance’ (Haspeslagh & Jemison, 1991: 300).
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Thus the research on corporate acquisitions from a capital market perspective does not
address long-term value creation, such as the improvement of competitiveness, due to an
increase in the innovation rate or an efficient deployment of capabilities.

A.2 Strategic Schools

The strategic schools, as the dominating ones in corporate acquisitions in general,
have multiple roles. The research in strategy content and process builds the founda-
tion for strategic acquisition and integration management. Furthermore, the strategic
schools help explain the different acquisition motives. Last but not least, researchers
from the strategic schools have identified aspects relevant for successful value creation
in corporate acquisition, which will be elaborated within this chapter.

Whereas the capital market school investigates the effect of acquisition on value cre-
ation in a very general way, the strategic school focuses on the impact on the individual
company. The researchers19 analyse the impacts of target size, industry-relatedness, acqui-
sition experience, profitability, etc. on the associated value creation. Several20 apply the
event studies to measure the success of the acquisition, as do the representatives of the
capital market school.

The majority of the researchers focus their attention on the relatedness of the acquirer
and the target. This research stream originated with the research on diversification
which was highly influenced by the concepts of Rumelt (1974), who found that
related-constrained firms were more successful then related-linked firms, which out-
performed unrelated diversified firms. The following stream of literature provides very
mixed conclusions. Several researchers argue in favour of related acquisitions,21 others
oppose, arguing that unrelated acquisitions have the potential to improve income sta-
bility, reduce the likelihood of bankruptcy and increase the market value of debt of the
combined firms.22

Several researchers23 provide evidence that related mergers generally gain more value
than unrelated ones. Furthermore, they24 describe the sources of value creation such
as economies of scale and scope or market power economies. Another important
impact derives from similarities in business style,25 which is referred to as a ‘dominant
general management logic’ (Prahalad & Bettis, 1986). Others could not find any support
for improved gains in related acquisitions26 or have even observed a negative effect of
the relatedness.27

Thus the results are inconclusive at best. Barney (1988) has added another aspect
which determines the value creation associated with acquisitions. He argues that ‘only
when bidding firms enjoy private and uniquely valuable synergistic cash flow with tar-
gets, inimitable and uniquely valuable synergistic cash flow with targets, or unexpected
synergistic cash flows, will acquiring a related firm result in abnormal returns for the
shareholders of bidding firms’ (Barney, 1988: 71).

Another line of research within the strategic school has focused on the impact of
acquisition experience on acquisition performance.28 Haleblian (1999: 29) has found a
U-shaped relationship between organization acquisition experience and acquisition
performance. Whereas learning occurs during the first acquisitions of a company,
more experienced acquirers discriminate between their acquisitions – the organization
experience effect. Rovit (2003) has also found that acquisition experience is conducive
to acquisition performance, especially when feedback systems and opportunities for
learning were installed. Thus it can be concluded that in general acquisition experi-
ence using feedback systems and not getting trapped in routines are supportive to
superior acquisition performance.
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A.3 Organizational and Behavioural School

The behavioural and organizational school, which has attracted many researchers
especially in recent years, addresses two main topics. On the one hand, the impact of
acquisitions on the individual especially from the target company is analysed and
concepts for mastering this human side of acquisitions are proposed. On the other
hand, the influence of corporate cultures and their fusion on acquisition success is
analysed.

The analysis of the acquisition’s impact on the individual person comprises the
impact of the transaction on the behaviour of personnel and their reaction as part of a
crisis situation. Several authors29 have analysed employees’ typical feelings of conflict,
tension, alienation, career uncertainty, behavioural problems, stress, loss of productiv-
ity, concerns about financial security, geographic relocation, and co-worker trust.
Furthermore, the collective reaction of personnel to the acquisition as a situation of cri-
sis was assessed. The authors describe a process beginning with shock, defensive retreat,
acknowledgement and finally a move to adaptation (Marks, 1982; Devine, 1984).

Other authors30 have focused on the impact of acquisitions on job position and
turnover rate. These representatives from human resource literature view a high
turnover rate as a negative impact of acquisitions in terms of loss of knowledge and a
symptom of a decaying work environment. They have found a high rate in manage-
ment turnover mainly within the acquired firm. Walsh and Ellwood (1991) have
shown that this phenomenon is not related to poor prior performance of the target
company, indicating that the turnover is not due to the pruning of underperforming
management (Weber & Camerer, 2003).

In order to master these issues of decaying working environment, demotivated
personnel and high turnover rate, concepts for a fair and conflict-resolving integration
approach have been developed. Intensive and honest communication is seen as one
major criterion supporting socio-cultural integration.31 Furthermore, the introduction
of a shared symbolism is a powerful tool for fosterening integration.32 Subsequently,
a cultural or human resource due diligence is introduced as a complementary
methodology supporting the acquisition process (Greengard, 1999).

Besides the impact of acquisitions on the individual, the role of the corporate
culture is investigated. Several authors33 have described the impact and relevance of
cultural and organizational fit34 and claim their diligent consideration within the acqui-
sition and integration process. It was shown that a certain level of relatedness in
cultural and organizational fit are conducive to integration success. Furthermore, it
was argued that the level of change on the group or business unit level versus the
corporate level has an impact on integration (Napier, Simmons, & Stratton, 1989). The
process of integrating different organizational cultures has also been analysed
(Nahavandi & Malekzadeh, 1988) and an appropriate design (Birkinshaw & Hakanson,
2000) and integration behaviour (Chaudhuri & Tabrizi, 1999; Steingraber, 2001) for
the acquisition and integration processes are discussed.

It can be concluded that acquisition success is highly dependent upon two important
factors. On the one hand the integration approach and behaviour has to be tailored to
reduce the negative impact of acquisitions on the individual person and to allow
smooth cultural integration. On the other hand acquisition decisions need to
diligently consider the impact of different organizational cultures on integration suc-
cess. Unfortunately, however, up to now very little is known on the interrelation of
the organizational and behavioural as well as other influential aspects in acquisition
management, such as the economic benefit or process structure. Furthermore, the
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impacts of different acquisition types and motives and also technology-based value
creation are not considered.

A.4 Process School

The process school, dominated by Haspeslagh and Jemison (1991) and Jemison and
Sitkin (1986a; 1986b) and also more recent researchers such as K. Lucks (2002), takes a
more integrative perspective, comprising aspects of the economic, behavioural and
organizational and strategic schools. These researchers are concerned with the impact
of the design of the acquisition and integration management and its processes on the
economic performance of acquisitions. The acquisition and integration process and
associated decision-making becomes the focus. Thus several authors35 have developed
process frameworks for the acquisition and integration process. Other researchers36

have identified the main problems and barriers during the acquisition and integration
process hindering successful value creation. The most known article on the topic was
written by Jemison and Sitkin (1986a) who describe the impact of activity segmenta-
tion, an escalating momentum, exceptional ambiguity and management system mis-
application.

The research focus and content of the various researchers is highly diverse and
partly unrelated. Some authors focus only on the impact of one specific phase of the
acquisition and integration process, such as the due diligence (Berens, Hoojan, &
Strauch, 1999) or the integration process (Finkelstein, 1986; Steingraber, 2001). Others
focus on the individual decisions to be taken during the acquisition and integration
process, for example several authors discuss the decision on the integration approach
and its impact (Shanley, 1987; Pablo, 1994).

It can be concluded that the literature on the process perspective of acquisition and
integration management is convincing due to its holistic approach; however results
are still highly diverse and unproven. As Sirower (1997: 156) points out: ‘this literature
is still in the theory-building stage, however, with little empirical evidence’.

A.5 Model of Understanding: Framework of the Main Aspects
Affecting Value Creation in Corporate Acquisitions

Reflecting on the literature review above of the four main schools which are concerned
with the aspects relevant for value creation in corporate acquisitions, a certain pattern
of aspects can be identified. It can be observed that the researchers have found that dif-
ferent types of value creation are dependent on three main aspects (see Figure A.1):

● Acquisition type
● Initial conditions
● Strategy processes.

The first main impact factor is the acquisition type. The representatives of the capital
market school and the strategic school have pointed out that not all acquisition types
lead to the same amount and way of value creation. The acquisition type is described
by variables which characterize the transaction between the buying and the acquired
company. These variables are, for example, the relative size of the target to the
acquirer, the business and industry relatedness between the two companies and
aspects such as financing mode, bidder’s approach, and so on.
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Figure A.1 Literature overview of aspects relevant to value creation in corporate
acquisitions
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The second main impact factor is the initial conditions which characterize the two
companies and the attribute and relation of their characteristics. Authors from the
strategic and organizational and behavioural schools have identified attributes of the
buying and acquiring companies which are conducive to value creation. Additionally,
they have found that a certain relationship between some attributes is especially
supportive of value creation. Thus acquisition experience of the acquirer and a
cultural and organizational fit between the two companies support value creation.
Furthermore, similarities in the dominant general business logic are also conducive to
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value creation between the two companies. Another criteria mentioned is the
potential for unique, difficult to imitate and valuable synergies. It is argued that only
these types of hidden synergies are the real gains from corporate acquisitions.

The third main impact factor is related to the strategy processes such as the
acquisition and integration processes. The importance of the design and tasks of the
strategy processes is mainly derived from the organizational and behavioural and
process schools. It can be concluded that the process design and content, the decisions
made, people involved and methods applied have a significant impact on the overall
acquisition success.

The three criteria mentioned above will form the framework to analyse the case
studies and to identify the criteria relevant for technology-based value creation in
corporate acquisitions.

250 Appendix A



Appendix B – Checklist: Technology 
Due Diligence

The technology due diligence as described within this book is the prospective
validation of the successful realization of the future technology-based value-creation
potential of the joint companies. Thus a mere retrospective analysis of the technology
base or the product and technology pipeline is not sufficient to build a picture of the
future. Thus the proposed checklists extend the validation phase and cover aspects of
analysis and planning. Thus in a first step the checklist for analysing the company is
outlined. Secondly, the main aspects to consider during the development of the joint
innovation and technology strategy and thus the development of the joint technology
and innovation roadmap are listed. Thirdly, the validation checks which address the
potential of occurrence of technology-based value-creation opportunities, the potential
of their profitability and the potential for joint successful realization are described.
Thus this checklist is not only confined to being used during the technology due
diligence but is to be used throughout the whole acquisition and integration process.

B.1 Screen Company

Company screening evaluates whether the potential target matches the acquirer and
its strategy. Thus the following investigations on the company level can be conducted.

Evaluate value-creation potential
The potential value-creation opportunities:

● Are unique and valuable to the combination of the two companies;
● Are based on the combination of strong resource bases;
● Are in line with the long-term strategic direction;
● Can be achieved with reasonable efforts.

Evaluate strategic fit
The potential target and the associated value creation:

● Contribute to short- and long-term objectives;
● Match the pursued strategic goal and path;
● Adhere to the corporate and business unit strategy;
● Adhere to the different functional strategies such as marketing, HR, financial and

also technology and innovation strategy.

The strategic fit evaluation also comprises a specific technology strategic fit evaluation. It
consists of two elements: the fit of the target’s technological attractiveness; and its match.

Evaluate technology strategic fit
The attractiveness of the core technologies of the target is measured by their:

● Maturity;
● Functional Scope;
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● Scalability;
● Robustness.

The target’s core technologies match to the acquirer if they:

● Have the potential to be a core competence;
● Support core competencies;
● Fit with technology portfolio.

Evaluate contextual fit

● Attractive and matching corporate cultures;
● Attractive and matching organizational structures;
● Attractive and matching dominant business logic.

B.2 Analysis of the Company

The following questions have to be posed when analysing a potential target:

● What are the target’s resources and product and process technologies?
● What are the target’s core competencies?
● What are the target’s strategic technology platforms, functions and underlying

knowledge?
● What are the target’s business fields, markets and customer needs?
● How are the resources integrated in the current products and linked to each other?
● How are the technologies deployed within the value chain?
● How are resources planned to evolve and change over time including an investiga-

tion of what the target has in its product and technology pipeline?
● Where are the main strengths and weaknesses?
● What are the main trends influencing the resource base?

B.3 Identification of Technology-based 
Value-creation Opportunities

In order to validate the value creation potential, the future technology and product
roadmap or pipeline has to be determined. Then it can be assessed whether these
value-creation opportunities will be profitable and whether there will occur further
emergent ones:

● Identify cross-selling opportunities for existing products;
● Identify opportunities/needs for new products or product updates;
● Identify opportunities/needs for new product platforms;
● Revise product planning;
● Identify technology leveraging opportunities;
● Identify opportunities/needs for new product or process technologies;
● Revise technology planning;
● Identify ideas for new markets;
● Identify opportunities to transfer technologies;
● Identify opportunities to substitute technologies;
● Identify opportunities to fuse technologies;
● Identify opportunities to integrate technologies;
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● Identify opportunities to reconfigure technologies;
● Identify opportunities to add new technologies;
● Identify opportunities to eliminate technologies;
● Identify opportunities to bundle technologies.

B.4 Assessment and Selection of Technology-based 
Value-creation Opportunities

In order to limit the scope of the investigations and future strategy the companies
have to focus on the most attractive technology-based value-creation opportunities.
In order to select and assess them the following questions can be posed.

Strategic fit of value-creation opportunities

● Fit with the overall corporate and business unit strategy (fosters business
objectives, etc.);

● Fit with the technology and innovation strategy (in line with the technology
portfolio and core competencies, etc.);

● Fit with the competitive and development strategic plans (contributes in the short
and long run to the strategic objectives, etc.);

● Reinforce the other value-creation opportunities and further integration activities
(technological synergies, etc.);

● Reinforce the daily business (support sustaining value);
● Optimize the effort within the company organization and processes (can be

managed with the processes, etc.);
● Optimize the efforts within the company culture (matches with the company

culture, etc.);
● Optimize the efforts within the dominant business logic (match to the value

drivers, etc.).

Financial assessment of value-creation opportunities

● NPV and breakeven of value-creation opportunities

Risk assessment of value-creation opportunities

Internal Risks:

● Technological risks, technological complexity, etc.;
● Resource-related risks, availability of skills, process knowledge, meta-knowledge,

mgmt attention, etc.;
● Acquisition and integration-specific risks, geographically dispersed, hostile envi-

ronment, cultural differences, integration complexity, etc.;

External Risks:

● Market-related risks, customer reaction, supplier behaviour, etc.;
● Competition-related risks, existing and new competitors, risks of substitution, etc.;
● Other risks, political, environmental, legal issues, etc.;
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Timeliness assessment of value-creation opportunities

● When is the market demand?
● Are marketing and sales on time?
● Can the manufacturing be adapted on time?
● Can the product be developed on time?
● Is the technology ready by then?
● Is the logistics ready?
● IT support ready?

B.5 Technology Due Diligence – 1 Layer: Validate Occurrence 
of Future Technology-based Value Creation

First of all assess the attractiveness, level of mastery and combinability of the technology
base. These attributes ensure the emergence of future technology-based value-creation
opportunities. Focus on the core technologies when assessing them.

Attractiveness of technology base
● Maturity (pace-maker, key or base technology);
● Functional scope (discontinuous, wide or narrow);
● Functional performance (in relation to substitutes);
● Scalability;
● Robustness;
● Conformity with standard;
● Dependence on other proprietary or costly product or process technologies;
● Risk of being substituted.

Level of mastery of the technology base
● Number of designated specialists within the field;
● Number, soundness and quality of patents within this field (IP due diligence);
● Years of experience;
● Yearly R&D investment in the field;
● Specialty of underlying infrastructure;
● Ability to operate in test conditions;
● Level of in-house competence versus external abilities.

Combinability of the technology base
● Are the technologies sufficiently similar/redundant or complementary/supplemen-

tary/distinct?
● Is it possible to integrate the technologies in the long run due to their tacitness,

context dependence, dispersion or e.g. non-modular structure?
● Are the technologies too specific, rare, or difficult to imitate to transfer them?

B.6 Technology Due Diligence – 2 Layer: Validate Profitability 
of Planned Technology-based Value-creation Opportunities

In the next step the potential profitability of the joint technology roadmap or pipeline
has to be investigated. Thus the planned and identified value-creation opportunities
are assessed.
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Congruence of value-creation opportunities
The technology-based value-creation opportunities have to:

● Represent a missing link between customer needs expressed in functional require-
ments and functional scope provided by the linked technologies;

● Balance the market pull and technology push;
● Have a modular, complexity-reducing and elegant basic underlying (product)

concept.

Relatedness of value-creation opportunities
The main questions to ask regarding the relatedness are:

● Are we acquainted with the customers and markets which we address with the
value-creation opportunity?

● Have we ever managed a similar product concept before?
● Do we have sufficient experience within the technology platform?
● Is the way to develop or service the product similar to our way of doing 

business?

Feasibility of value-creation opportunities
The realization of the value-creation opportunities has sufficient:

● Specialists, people knowledgeable within the area;
● A leadership person managing the realization of the value creation opportunity;
● Sufficient financial resources;
● Sufficient time;
● The appropriate infrastructure;
● The required manufacturing capacity;
● Slack to remain flexible.

B.7 Technology Due Diligence – 3 Layer: Validate 
Potential for Successful Realization of Technology-based 
Value-creation Opportunities

Last but not least, it has to be assessed whether the two companies together have the
ability to jointly realize the value-creation opportunities. The following questions
should be posed:

Corporate culture
● Are both companies’ openness conducive to technology-based value creation and

are they sufficiently similar?
● Are both companies’ leadership styles conducive to technology-based value cre-

ation and are they sufficiently similar?
● Are both companies’ time management conducive to technology-based value cre-

ation and are they sufficiently similar?
● Are both companies’ reactions to change conducive to technology-based value cre-

ation and are they sufficiently similar?
● Are both companies’ diversities conducive to technology-based value creation and

are they sufficiently similar?
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Organizational context
● Are both companies’ configurations conducive to technology-based value creation

and are they sufficiently similar?
● Are both companies’ orientations conducive to technology-based value creation

and are they sufficiently similar?
● Are both companies’ boundaries conducive to technology-based value creation

and are they sufficiently similar?
● Are both companies’ level of autonomy conducive to technology-based value cre-

ation and are they sufficiently similar?
● Are both companies’ level of formalization conducive to technology-based value

creation and are they sufficiently similar?

Dominant business logic
● Are both companies’ technology strategies conducive to technology-based value

creation and are they sufficiently similar?
● Are both companies’ value drivers conducive to technology-based value creation

and are they sufficiently similar?
● Are both companies’ technology applications conducive to technology-based value

creation and are they sufficiently similar?
● Are both companies’ technology marketing strategies conducive to technology-

based value creation and are they sufficiently similar?
● Are both companies’ innovation rates conducive to technology-based value

creation and are they sufficiently similar?
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Notes

1 Introduction

1 A recent Boston Consulting Group Study, published in December 2003, reports
that the improvements of operating cash flows and profitable investments, such as
acquisitions, have increased the fundamental value of several companies. These
elementary strategic actions were rewarded by the market as the market value of
these companies has converged with the fundamental value and outperformed the
evaluations of their competitors (see also NZZ, Neue Zürcher Zeitung, 2004).

2 Innovation driven industries, within this book, are understood as industries where
the competitiveness of its players is significantly determined by their innovative-
ness. Savioz (2002: 17) has made an attempt to distinguish between high-technology
or technology-based industries and low-technology industries. He discusses several
input- and output-based measures such as R&D expenditures (for example: OECD
has set the limit at 3.5 per cent) or innovation rate and came to the conclusion that
both methodologies do not fully capture the essence of the industry dynamics.
Thus the definition in this book focuses on the external demand for innovative-
ness and does not consider the company specific reaction to it in terms of R&D
investments. This is especially appropriate within this book as technology grafting
acquisitions are a means of R&D input however not calculated in this way.
This definition of innovation-driven industries could eventually be further detailed
by characterizing them as industries, where the participants’ price/earning ratio
correlates with their innovativeness. A similar study was conducted by ADL
(1986–96) which showed the correlation between the average annual shareholder
return and the innovativeness of a sample of 600 US companies between 1986
and 96.

3 February 26, 2003, CNET News.com Mr Tolliver, executive vice president of
marketing and strategy at Sun Microsystems stated at the two-day annual analyst
conference in spring this year that: ‘Sun balances acquisition and innovation’. He
tried to make clear that ‘Innovation pays. Yet many of the company’s biggest plans
today came from innovation outside of Sun.’ He continues: ‘there are some terrific
M&A (mergers and acquisitions) opportunities out there. We will continue to do
that in the coming year.’

4 See Link (1988), Granstrand et al. (1992).
5 See also Kwrak (2002) and Sikora (2000). Furthermore, the NZZ (Neue Zürcher

Zeitung, 2003) on 15 July 2003 also reported an increase in acquisitions in high-
tech industries, stating the most recent examples such as Oracle’s bid for
Peoplesoft, the $1.3 bn acquisition of Legato Systems by its rival EMC, market
leader in the data storage segment and Yahoo’s $1.6 bn bid for the internet
company Oventure.

6 This definition of technology-based value creation will be used throughout this
book.

7 Value creation is explained by Rappaport (1999: 60) as a process whereby value is
created if the rate of return of an investment is higher than the cost of capital
demanded by the capital market. Value creation is calculated as the sum of
discounted cash flows over a determined period of time.
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8 Mainly described by Schumpeter (1934), Abernathy and Utterback (1978)
Wernerfelt (1984), Prahalad and Hamel (1990), D’Aveni (1994), Teece et al. (1997),
Tushman and Anderson (1997), Tschirky (1998a) and Zahra (1999).

9 There are an increasing number of authors stressing the need no only to explore
the resource base via innovations but also to efficiently exploit and use the invest-
ments (Harris, Insigna, Morone, & Werle, 1996).

10 Within this book the terms capability and competence are used interchangeably.
11 For a more detailed analysis on the success and failure rate in corporate acquisitions

from various perspectives see Appendix A.
12 See Lubatkin and O’Neill (1987), Singh and Montgomery (1987), Ravenscraft and

Scherer (1989) and Seth (1990).
13 For further information on product championing see Burgelmann et al.

(2001: 694).
14 This lack of a holistic approach towards acquisition management was addressed

by Bower and David (2002) at the M&A Summit in 2002 in Calgary, Canada.
15 Event studies are an analysis of the impact of acquisitions on the share price of the

acquirer and target within a short time period around the announcement of the
acquisition. Also see Bower and David (2002) and Halpern (1983).

16 Jansen (2002) has shown that learning from acquisition integration is rarely con-
ducted or achieved.

17 Due Diligence is the very detailed analysis of the target company. Defined in a
very narrow sense it aims at validating the assumptions made in the acquisition
strategy, identifying deal breakers and providing sufficient information for the
calculation of the company value.

18 The acquisition and integration management process typically consists of three
phases, the pre-transaction phase, the transaction phase and the post-transaction
phase.

19 Berens and Strauch (2002) have shown that in only 57.8 per cent of the acquisi-
tions analysed was a production or technical due diligence conducted.
Furthermore, only 6.6 per cent of all man-hours during the due diligence were
assigned to the production or technical due diligence.

20 The scope of this research is confined to strategic acquisitions in innovation-driven
industries, as the term acquisition is attributed to various types of transactions in
the market for corporate control, for example management-buy-out (MBO),
reverse takeovers, etc. Thus it seems appropriate to focus the scope of this book
more precisely on strategic acquisitions. These acquisitions are understood as one
strategic path to achieve a business strategic goal such as technology leadership or
market dominance and as a means to improve the operational cash flow of the
firms.

The focus on innovation-driven industries can be explained by the fact that
technology-based value creation is only crucial for competitiveness of a company
in highly competitive and innovation-driven environments. Even though the
solutions given in this book might also apply to acquisitions in other industries,
the associated benefits will not have the most important impact on the competi-
tiveness of the company.

21 Ulrich (2001: 212) describes the differences between theoretical and applied
research referring to the source of problems, the type of problems, the research
objective, the pursued statements, research regulation and the criteria for success.

22 See ‘A case study is an empirical inquiry that investigates a contemporary phe-
nomenon within its real-life context, especially when the boundaries between
phenomenon and context are not clearly evident’ Yin (1994: 13).
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2 Technology, Innovation and their Management

1 See also chapter 1.1.
2 See Rappaport (1999: 60).
3 See Grant and Baden-Fuller (1995), Teece et al. (1997), Nonaka and Takeuchi

(1995) and Levitt and March (1990).
4 The extent to which knowledge is or is not codifiable.
5 The extent to which knowledge is highly contextualized and co-dependent on

unidentified aspects of the local environment.
6 The extent to which the resource is concentrated in the head of an individual or

spread out across the minds of many.
7 See Dosi et al. (1992) and Leonard-Barton (1992).
8 For technology fusion and innovation see Kodama (1992). He describes technol-

ogy fusion as the creation of new technologies from combining two existing ones;
one example for technology fusion is ‘mechatronics’, where mechanics and elec-
tronics were fused.

9 For technology integration and innovation see also Iansiti (1998).
10 ‘To produce means to combine materials and forces within our reach … To

produce other things … means to combine these materials and forces differently’
(Schumpeter, 1934: 65).

11 See Henderson and Cockburn (1994: 67).
12 Grant defines the organizational capability as the integration of individuals’ spe-

cialized knowledge.
13 Kogut and Zander (1992: 391) define combinative capabilities as the ability: ‘to

generate new combinations of existing knowledge’ and ‘to exploit its knowledge
of the unexplored potential of the technology’.

14 See also Hauschildt (1993b: 3).
15 See also Brockhoff (1997: 51).
16 See Tschirky (1998b: 194) for a detailed discussion of various approaches.
17 Tschirky (2000: 418) extends the integrated view of technology management to

‘Enterprise Science’ in order to establish the correspondence between theory and
reality in technology-based companies.

18 Wolfrum (1991:72) defines the purpose of technology strategies as follows:
‘Which technology from which source should be used when and on which
performance level and for what purpose?’

19 The concept of market pull and technology pushed is also discussed by Brockhoff
(1997: 43).

20 See Brockhoff (1997).
21 See Gerpott (1999).
22 See Bucher (2003).
23 The main representatives of this school are exponents from the Harvard Business

School, such as Andrews (1971), Christensen (1973).
24 The same line of argumentation was followed by Hunt et al. (2003).
25 For a comprehensive description of various technology assessment methods see

Smith et al. (1994), Megantz (1996), Razgaitis (1999), Damodaran (2001), Völker
and Kasper (2002) and Hunt et al. (2003).

26 Dominant design see Utterback (1994) and Hall (2002).
27 See also technology value analysis by Tschirky (1998c: 317).
28 For a detailed discussion on the core competence evaluation see Völker and

Kasper (2002).
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29 See also Ashton and Klavans, (1997), Lang (1998), Reger et al. (1998),
Lichtenthaler (2000) and Savioz (2002).

30 A good overview is given by Mitterdorfer-Schaad (2001: 42).

3 Introduction to Corporate Acquisitions

1 See for example Berens and Brauner (1999).
2 See Holzapfel and Pöllath (1997).
3 See Semler (1996: 482) and Holzapfel and Pöllath (1997: 71f).
4 See Holzapfel and Pöllath (1997: 71f).
5 See Berens and Brauner (1999: 25).
6 The terms marketing, or technology, concentric acquisitions were introduced by

Sautter (1988: 22). This has become necessary after Penrose (1959: 109) has shown
that, besides the dimension of products and markets, the technology dimension
is required to fully describe diversification.

7 Rappaport (1986) and Gomez and Weber (1989) have pointed out the importance
of value creation and the increase in shareholder value as the primary objective of
all strategic actions and more particularly of all corporate acquisitions. Value
creation is also defined in Chapter 1.1.

8 See Jansen (2000: 96) and Gomez (2000: 41ff).

4 Case Studies from Reality: Technology-based 
Value Creation in Real-life Acquisitions

1 See Haspeslagh and Jemison (1991).
2 See Chapter 1.1.
3 At this point it has to be added that acquisitions which aim to acquire a company

in order to prevent others from buying this company are also excluded from this
research. Even though it can be argued that these acquisitions are strategic, the
associated value creation resulting from pursuing this path does not directly affect
the operating cash flow of the acquirer. These acquisitions, due to their highly
diverse strategic focus, do not fit into the theoretical model of this research and
are thus excluded.

4 At this point the author would again like to thank the interview partners for the
time devoted to the research and the detailed explanations provided.

5 This is in line with the case study approach discussed by Yin (1994) and
Eisenhardt (1989a).

6 Referring to the media release on 28 January 2003 and interviews with the corpo-
rate M&A team.

7 Krones was the clear leader in filling machines with a market share of around
25 per cent (Zedtwitz, 2002).

8 Sidel was the clear market leader in blow-moulding machines with a 49 per cent
market share (Zedtwitz, 2002).

9 Aseptofill had only 400 employees, whereas Fillpack had about 7000 in 1999.
10 Referring to the market annual growth of PET of 10 per cent since 1990.
11 See NZZ 26.11.2002.
12 A batch machine can treat only one wafer at a time.
13 See Bader (2000).
14 See also the internal magazine of Unaxis: Chip Unaxis (Kötter, 2002).
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15 Derived from internal documents on the Unified Platform (Krämer, 2001).
16 See press release on the new COO (release, 2001).
17 CAM stands for Computer-Aided-Manufacturing.
18 Internal document on the project Allegra and the platform strategy.

5 Model of Reality: A New Understanding of Technology-based
Value Creation in Corporate Acquisitions

1 See Hilti case.
2 Little organizational integration retains the context of the target company and

thus keeps especially smaller targets innovative and supports the retention of key
engineers especially within the first phases of the integration.

3 The innovativeness is dependent on the retention of key engineers.
4 This is in accordance with the observations made by Puranam et al. (2003).
5 Mostly after about two years.
6 This need for communication and integration for learning and the transfer of

tacit knowledge was elaborated by Nonaka and his colleagues within their SECI
model (Nonaka, 1991: 89f).

7 See Bower (2001).
8 See Bower and David (2002).
9 See Larrson (1993), Larsson and Finkelstein (1999) and Breggren (2001).

10 See Hitt et al. (1998b) and Chaudhuri and Tabrizi (1999).
11 See Hitt et al. (1991; 1998a; 1998b).
12 See Chakrabarti et al. (1994), Gerpott (1995), Bresman et al. (1999), Hagedoorn

and Duysters (2002) and Kwak (2002).
13 The corporate context is referred to as the corporate culture, dominant business

logic and organizational characteristics of a corporation.
14 Within literature this technology-based value creation potential was referred to as

technology fit. However, as this term first is quite narrowly defined and secondly
would eventually confuse the reader, the broader and better-defined new term of
‘technology-based value creation potential’ is used.

15 See Ahuja and Katila (2001) and Kwak (2002).
16 See also Tschirky (1998c) and Binder and Kanowsky (1996).
17 Often literature on technology aspects in acquisitions or on the technology due

diligence focus on tools and methods to consider and analyse IP-related issues
within acquisitions. Within this book the IP issues are an important aspect indi-
cating the level of mastering a technology internally and the profoundness of
technology-based value-creation opportunities; however, the technology-related
scope of this book extends the boundaries of patent-related aspects.

18 See Bresman et al. (1999) and Ranft and Lord (2002).
19 See Hagedoorn and Duysters (2002), who state that a wide dispersion of the tech-

nology base is conducive to achieving technological synergies. This, however,
stands in contrast to the finding that geographic proximity enables technology-
based value creation (see Chaudhuri and Trabrizi, 1999).

20 See Hagedoorn and Duysters (2002).
21 See Kwak (2002).
22 See Hauschildt (1997), Brockhoff (1999), Mitterdorfer-Schaad (2001).
23 Several authors also describe the importance of the innovation process and or the

innovation barriers. These issues relevant for innovation are considered within
the initial conditions related to the contextual fit.
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24 This claim can be fulfilled by separating technology and innovation projects.
Thus it can be ensured that technology projects have to be finalized before the
innovation project, integrating the technology, begins.

25 See Utterback et al. (1976).
26 Hitt et al. (1998b); Ernst and Vitt (2000), Hagedoorn and Duysters (2002) and

Gerpott (1995) have even found a negative relation. In contrast acquisition
experience seems to positively impact on general value creation in acquisition.

27 See also James et al. (1998).
28 For a detailed discussion of the absorptive capacity in cooperations or acquisitions

see Cohen and Levinthal (1990) Zander and Kogut (1995), Lane and Lubatkin
(1998) or Zahra and George (2002).

29 On the importance of the absorptive capacity on technology-intensive acquisi-
tions see also Guinan and Greenberg (2002) or Zahra and George (2002).

30 Jemison was so far the only one to mention it (Jemison, 1988).
31 Corporate culture is understood according to Schein (1992: 12) as: ‘a pattern of

shared basic assumptions that the group learned as it solved its problems of
external adaptation and internal integration, that has worked well enough to be
considered valid and, therefore, to be taught to new members as the correct way
to perceive, think, and feel in relation to those problems’.

32 These attributes were collected from researchers such as Ulrich and Probst (1988),
Schein (1992) and Bleicher (1999).

33 See also (Hagedoorn & Duysters, 2002: 79).
34 As happened in the Aseptofill case.
35 See Foster and Kantrow (1988), Chakrabarti et al. (1994), Chaudhuri and Tabrizi

(1999) and Ernst and Vitt (2000).
36 For example, Chakrabarti et al. (1994) proved that the efficiency of the acquisition

process increases the potential for increased R&D performance after acquisitions.
37 See Chakrabarti and Souder (1987), Sen and Rubenstein (1990), Durrani et al.

(1998), James et al. (1998) Chaudhuri and Tabrizi (1999).
38 There is a fundamental difference between ‘systemic’ and ‘systematic’. ‘Systemic’

is a holistic understanding of elements which are related one to the other.
‘Systematic’, in turn, describes the procedure of action. See Daenzer (1976: 11)
referred to in Savioz (2002: 38).

39 Gatekeepers are introduced by Allen (1977).
40 See James et al. (1998).
41 See Guinan and Greenberg (2002).
42 Similarly Alp et al. (1997) and Guinan and Greenberg (2002) have outlined the

important role of middle managers in enabling technology-based value creation.
43 See Hitt et al. (1991b), James et al. (1998) and Devine and Lammiman (2000).
44 Kozin and Young (1994: 24) state: “Due diligence traditionally focuses on aspects

such as the target’s revenue and cost structures, the search for contingent liabili-
ties, and various legal issues. The most sophisticated acquirers must go beyond these
fundamentals to identify the target’s desirable core competencies, carefully analyze
and value them and creatively structure purchase-and-sale agreements to ensure that
the skills and knowledge that comprise the core competencies are secured.”

45 See Hitt et al. (1998b) Foster and Kantrow (1988), Granstand and Sjölander (1990),
Chaudhuri and Tabrizi (1999), Bryer and Simensky (2002), Slowinski et al. (2002),
Cullinan et al. (2004).

46 See Foster and Kantrow (1988) and Chaudhuri and Tabrizi (1999).
47 See Granstand and Sjölander (1990), Kozin and Young (1994), Bryer and Simensky

(2002), Slowinski et al. (2002).
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48 See Chakrabarti and Souder (1987).
49 See Guinan and Greenberg (2002) and Chakrabarti and Souder (1987).
50 See Granstrand and Sjölander (1990).
51 See Hardtmann (1996), Hilbert (2002), Dankl and müller (2002) and Kurr (1999).
52 On the importance of mutual respect and trust in acquisition respectively joint

R&D teams see Mace and Montgomery (1962), Foster and Kantrow (1988),
Jemison (1988), Shleifer and Summers (1988), Ring and Ven (1992), Birkinshaw
and Hakanson (2000), Croyle and Kager (2002) and Lunnan and Barth (2003).

53 See Granstrand and Sjölander (1990) and Gerpott (1995).
54 Chakrabarti and Souder (1987), Hitt et al. (1991b) and Bresman et al. (1999), for

example, outline the impact of the exchange of people.
55 For further investigations on the impact of resource deployment see Capron

(1999) and on knowledge transfer see Bresman et al. (1999).
56 For a distinction between human and task integration see also Birkinshaw and

Hakanson (2000).
57 See Jemison (1988) and Ranft and Lord (2002).
58 See Gerpott (1995).
59 See James et al. (1998).
60 See Granstrand and Sjölander (1990).
61 See Chaudhuri and Tabrizi (1999).
62 See Jemison (1988) and Chaudhuri and Tabrizi (1999).
63 See Devine (1984), Granstrand and Sjölander (1990), Kozin and Young (1994),

James et al. (1998), Chaudhuri and Tabrizi (1999), Ranft and Lord (2002),
Slowinski et al. (2002).

64 See Foster and Kantrow (1988), Devine (1984), Bresman et al. (1999) and Ranft
and Lord (2002).

65 See Slowinski et al. (2002).
66 See Galunic and Rodan (1998) and Devine (1984).
67 The term corporate coherence was explained by Dosi et al. (1992), who explain

that companies can reach an unstable status of corporate coherence which is
described by its internal fit with its external developments and the dynamic usage
of internal synergies.

68 This phenomenon was also identified by Birkinshaw (1999).
69 This was especially emphasized by the HR responsible for the Lotus Notes

integration at IBM.
70 At this point most researchers mention the Not-Invented-Here (NIH) syndrome as a

main hindrance to technology-based value creation in the course of the integration.
Interestingly, within this research the NIH syndrome was not encountered as usu-
ally supposed. The engineers rarely hesitated to cooperate or even to take in new
technologies. The only problems which occurred were at the levels of middle and
higher management in the R&D area. The heads of R&D or of certain engineering
groups were the ones who hindered cooperation and technology transfer, not the
engineers.

6 Technology-based Strategic Acquisition and Integration
Management

1 See also Mintzberg (1990) on strategy formation processes.
2 See, for example, Huemer, 1991; Reißner, 1992; Frank, 1993; World Law Group,

1995; Whalley & Heymann, 1996; Steinöcker, 1998; Rockholtz, 1999a; Jansen, S. A.,
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2000b; Müller-Stewens, 2000; Picot, Nordmeyer, & Pribilla, 2000; Lucks & Meckl,
2002.

3 This argument was brought up by Barney (1988: 71) stating: ‘Rather only when
bidding firms enjoy private and uniquely valuable synergistic cash flow with
targets, inimitable and uniquely valuable synergistic cash flow with targets, or
unexpected synergistic cash flows, will acquiring a related firm result in abnormal
returns for the shareholders of bidding firms.’

4 This process description intentionally excludes hostile takeovers, especially as
they have been proven to be destructive of technology based value creation.

5 See Gomez and Weber (1989), Kirchner (1991), Eiffe and Mölzer (1993),
Steinöcker (1998), Berens and Brauner (1999), Rockholtz (1999a), Jansen (2000b)
and Bild et al. (2002).

6 This particularly applies to the external developments, the corporate structure
and organization and the cultural characteristics of the target.

7 See the Tim Sauber’s book (2003) for a process for developing innovation
architecture.

8 Here the focus is on process technologies applied within the engineering, devel
opment and research activities as the other value creation activities are mostly
covered by other functional teams (IT, manufacturing, and etc).

9 Similar to the quick gains and long-term success explained in 5.1.
10 See also Porter (1980).
11 The different modes of acculturation within acquisitions were discussed by Berry

(1983) and Nahavandi and Malekzadeh (1988).
12 Also compare the dual responsibilities of Starrag’s CEO and Head of R&D during

the fist months of the integration or the established Think Tank in the case stud-
ies discussed in chapter 4.

13 Another example of temporary boundary-spanning structures occurred at
ABB’s acquisition of Elsag Bailey. In order to foster technology integration the
worldwide engineering teams were temporarily headed by one single R&D
manager who coordinated and distributed the competencies and development
activities.

14 For additional information on a Letter of Intent or other types of Due Diligence
see Berens and Brauner (1999).

15 See also Berens and Brauner (1999); Crilly (1993), Rockholtz (1999b) and Berens
and Strauch (1999).

16 This was the case at the Unitron acquisition, where the poor technological
competencies of Unitron’s suppliers resulted in delays in the product launch.

17 See Klavans (1994), Rivette and Kline (2000) and Breitzmann and Thomas (2002).
18 Another interesting aspect would be to investigate the question whether there is

a difference if either the acquirer or the target has a more innovation-promoting
context. Within this research no conclusions could be drawn; thus the absolute
value of the difference in contextual characteristics indicates the difference
between target and acquirer.

19 See also Bannert and Tschirky (2004).

Appendix A – Value Creation in Corporate Acquisitions

1 Whereas only very few researchers draw implications for practitioners.
2 The concept was introduced by Manne (1965), stating that the control of

corporations constitutes a valuable asset.
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3 Jensen and Ruback (1983: 6) describe the market for corporate control as ‘the
arena in which alternative management teams compete for the right to manage
corporate resources’.

4 For a detailed overview of event study methodology see Brown and Warner (1980)
or Halpern (1983).

5 See Muth (1961) and Schipper and Tompson (1983).
6 An disquisition on the rationality or irrationality of investors regarding M&A was

given by Bower and David (2002).
7 For an overview of agency theory see Eisenhardt (1989b). Furthermore, see Jensen

and Meckling (1976), Fama (1980) and Wright et al. (2001).
8 See Jensen and Ruback (1983) and Jarrel et al. (1988).
9 See Banerjee and Owers (1992), Caper (1990), Sirower (1994), Healy et al. (1997)

for further study overview.
10 See Jensen and Ruback (1983), Eckbo (1985) and King (2004).
11 For a detailed overview of the various impact factors and the associated research

see Datta et al. (1992).
12 The model goes back to the mid-1960s, to William Sharpe (1964) and John

Lintner (1965).
13 Huemer (1991) has shown that in 20 per cent of acquisitions tax manipulation

has a positive impact.
14 See Jarrel et al. (1988).
15 This is also referred to as the free-cash-flow hypothesis (Jensen, 1986).
16 Roll’s (1986) reason for failure: the overbearing assumptions of bidders that their

valuations are correct.
17 See also Lubatkin (1983).
18 See Haspeslagh and Jemison (1991: 300).
19 See Kitching (1967), Kusewitt (1985), Fowler and Schmidt (1988), Duncan and

Savill (1997), Lubatkin et al. (1998).
20 See Lubatkin and O’Neill (1987) and Singh and Montgomery (1987).
21 See Salter and Weinhold (1979).
22 See Lewellen (1971), Higgins and Schall (1975), Leontiades (1986).
23 See Salter and Weinhold (1979), Bettis (1981), Christensen and Montgomery

(1981), Bettis and Hall (1982), Singh and Montgomery (1987), Shelton (1988),
Ramaswamy (1997).

24 See Salter and Weinhold (1979), Lubatkin (1983), Seth (1990).
25 See Davis (1968).
26 Lubatkin and O’Neill (1987), Seth (1990) and Kaplan and Weisbach (1992) have

not found any difference in success between related and unrelated acquisitions;
however, unrelated acquisitions are four times more divested.

27 See Elgers and Clark (1980), Chatterjee (1986), Agrawal et al. (1992).
28 See Halbelian (1999), Gagnon and Sheu (2000), Finkelstein and Haleblian (2002),

Rovit (2003).
29 See Hayes (1979), Sutton (1983), Marks and Mirvis (1985; 1998), Sales and Mirvis

(1985), Buono et al. (1988).
30 See Walsh (1988; 1989), Hambrick and Cannella (1993), Krug and Hegarty (1997),

Davis and Nair (2003).
31 See Sinetar (1981), Bastien (1987), Napier et al. (1989), Schweiger and DeNisi

(1991), Dooley and Zimmerman (2002).
32 See Hirsch (1987) and Schneider and Dunbar (1987).
33 See Buono and Lewis (1989), Datta (1991), Mendonca and Kanungo (1994), Testa

et al. (2003), Frank (1993) and Cartwright and Cooper (1993).
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34 The definition and separation of cultural and organizational fit has not been
agreed upon and thus depends on the author. Whereas some researchers differen-
tiate between these two terms, others refer to only one concept.

35 See Bastien and Ven (1986), Jemison and Sitkin (1986a), Haspeslagh and Farquhar
(1987), Haspeslagh and Jemison (1991) and Napier (1989).

36 See Duhaime and Schwenk (1985), Jemison and Sitkin (1986b), Shrivastava (1986)
and Haunschild et al. (1994).
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