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Abstract

Technology acquisitions have become an important external source of innovation. But notwithstanding
the abundant literature on the topic, relatively little is known about the acquisition process itself and
how it impacts acquisition performance. Some papers have used a process perspective as point of
departure, but these studies focus at one component of the acquisition process and neglect to question
how these different process components interact to influence acquisition performance. To address this
gap, we carefully scrutinize each process component for its influence on the subsequent acquisition
stages and performance. Using a case study design, we find that the decisions and managerial actions
taken in the search and selection phase have an important impact on the success of implementation. We
identify search and involvement of the client department as crucial mechanisms in the acquisition
process and reveal their implications for the structure and composition of the team managing the
acquisition.
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1. Introduction

The acquisition of technology and more specifically the acquisition of pioneering ventures has become

an increasingly important means to obtain access to innovative technologies (Hitt et al., 1991;

Vanhaverbeke et al., 2002). But despite their growing popularity, there are still many acquisitions that

have failed to achieve their objectives (Graebner, 2004; Ranft & Lord, 2002).

Ever since the publication of the work of Jemison and Sitkin (1986), it is widely accepted that the
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acquisition process itself is an important determinant of acquisition success. Yet, if we take a closer
look at the existing literature on acquisitions in general (King et al., 2004) and technology acquisitions
in particular, we have to conclude that the number of process studies is rather limited. Those process
studies that do exist (Birkinshaw et al., 2000; Jemison & Sitkin, 1986; Ranft & Lord, 2002) focus
predominantly on one component of the acquisition process, mainly the post-acquisition integration
process. The pioneering work of Haspeslagh and Jemison (1991) resulted in an extensive stream of
research that focused on managing the integration process, with the dilemma coordination versus
autonomy at the forefront (Puranam et al., 2006; Puranam & Srikanth, 2007; Ranft & Lord, 2002). The
central question in this stream of research is whether the acquirer should integrate the target or maintain
its independence to realize the synergy potential.

Although effective post-deal implementation is crucial in capturing value from acquisitions, the process
of managing acquisitions is much more wide-ranging than this integration dilemma. In fact, researchers
have long understood that the value creation following an acquisition must be studied by examining the
actions that lead up to the acquisition decision along with the integration and management activities
that follow the decision (Jemison & Sitkin, 1986). However, in reality the number of process studies
that capture the whole acquisition process from search and selection through implementation is
relatively limited. This paper tries to fill this gap by scrutinizing the complete acquisition process from
defining the acquisition strategy to the acquisition outcome. The empirical fieldwork reveals that every
process component has an impact on the eventual acquisition outcome. Each process component not
only affects the acquisition outcome but also has an impact on the subsequent process stages. The
contribution of this paper is twofold. First, we add to the literature on technology acquisitions that
predominantly has been focusing on the integration dilemma by complementing this organizational
view with the economics on information view. This paper makes the connection between
pre-acquisition literature and post-acquisition literature by looking at the whole acquisition process.
Our framework illustrates how implementation problems may be caused by mistakes made in the
preceding stages of search, selection and due diligence and how this affects team management.
Furthermore, we extend the literature by providing evidence that acquirers not only learn from their
previous acquisitions, but learning also plays an important role within the acquisition process. Effective
search allows the acquirer to learn from the target before the actual action and smoothens both the
selection and implementation process. Furthermore, the results indicate that in each stage valuable
knowledge is gathered and that it is important to share this knowledge with all employees involved in
the acquisition process: employees involved in the post-acquisition stage should learn from the
knowledge gathered by the employees involved in the pre-acquisition stage. A second contribution of
the paper is empirical. This paper addresses the call for more case studies in the field of technological
acquisitions. The case study provides a deeper insight in the process of technology acquisitions and
identifies a number of mechanisms that are crucial in the search and selection phase as they influence
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the implementation and eventually the acquisition outcome.

2. Literature Review

During the past decades, the acquisition of small technology-based firms has become an important
means to obtain valuable resources such as technologies and innovation capabilities (Ahuja & Katila,
2001; Ranft & Lord, 2002; Wagner, 2016). Yet, despite this increasing trend, there are still many
technology acquisitions that fail to achieve their objectives and result in poor performance (Graebner,
2004; Ranft & Lord, 2002; Schweizer, 2005). First, potential causes for poor acquisition performance
are attributed to bad selection behaviour and paying high acquisition premiums (Porrini, 2004). Second,
the reasons for failure are also attributed to long and costly integration processes of these acquired
firms. Capturing value from acquisitions depends on the effective management of the post-deal
implementation (Graebner, 2004; Ranucci & Souder, 2015; Schweizer, 2005). Within this line of
research, the focus has primarily been on managing the organisational dilemma of coordination versus
autonomy.

Concluding, the literature distinguishes between two stages: the pre-acquisition stage and the
post-acquisition stage. Whereas pre-acquisition misjudgements are usually explained by economics of
information, post-acquisition integration issues are explained by organisational theory. In the following
paragraphs, we first shed light on the acquisition process, discussing the different steps in the pre- and
post-acquisition stage. Second, a literature review is provided on pre-acquisition problems caused by
information asymmetry. Finally, we elaborate on the organisational causes of acquisition failure,
discussing both the problems and suggested solution in the post-acquisition implementation phase.

2.1 The Acquisition Process

Roughly, the acquisition process can be broken down in two stages, the pre-acquisition stage and
post-acquisition stage, with in between the actual acquisition, i.e., the consummating of the deal. Each
acquisition starts with the formulation of an acquisition strategy. This strategy presents a clear set of
objectives that serve as a foundation for the following stage: the search and screening stage. In this
stage potential acquisition targets are identified and prioritized. Subsequently, in the selection stage, the
potential targets are evaluated and one target is selected for acquisition. In the acquisition stage, the
acquirer enters into negotiations with the target until an agreement is reached. Next to the price and
method of payment, also the retention of key personnel and physical integration constitute an important
part of the negotiations. Once the deal is consummated, one enters the post-acquisition or
implementation stage. In this stage, the business potential created in the previous stages is now realized
by transferring and combining resources and capabilities to create competitive advantage.

2.2 The Economics of Information View

Acquisitions in general and technology acquisition in particular allow organizations to obtain access to
knowledge that is of high strategic importance but of low familiarity (Leonard-Barton, 1995). However
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the quality of this knowledge is hard to assess, leading to information asymmetry between acquirer and
target and adverse selection (Coff, 1999). As a result of this information asymmetry, acquirers may
struggle with assessing the true synergy potential of acquisition candidates. Several M&A studies have
noted that information asymmetry may have a significant impact on the likelihood and performance
implications of acquisitions (Eckbo et al., 1990) as it can lead to adverse selection and/or hidden action.
In the literature on technology acquisitions, a number of factors have been analysed which enable the
acquirer to reduce information asymmetry. Coff (1999) for example demonstrates that buyers cope with
this information asymmetry and related uncertainty by (1) offering lower bid premiums; (2) using
contingent payment such as earn outs and stock payment, and (3) increasing information both through
lengthy negotiations and by avoiding tender offers. Alternatively, the acquirer may rely on signals of
quality disseminated by the target such as university affiliation (Bonardo et al., 2010; Cattaneo et al.,
2015), inter-organizational relationships (Reuer et al., 2012) or technical quality (Heeley et al., 2006).
Finally, also acquisition experience (Cuypers et al., 2017; Fowler & Schmidt, 1989) and previous
alliances (Porrini, 2004; Reuer & Ragozzino, 2006) may help moderate information asymmetry.

2.3 The Organizational View

The organizational view focuses on the problems that arise during the implementation phase. One of
the most prevalent problems during implementation is the autonomy versus coordination paradox.
Post-acquisition integration both hinders and facilitates the efforts of the acquirer to leverage the
knowledge and technology of the target and realize the expected synergies (Birkinshaw et al., 2000;
Chaudhuri et al., 2005). Puranam et al. (2006) argue that the key to resolving the
coordination-autonomy dilemma is considering the development stages of the target’s innovation
trajectory. Structural integration is recommendable when the target has already launched products,
while autonomy seems to be advisable when no products are launched yet by the target. Similar
conclusions are found in another paper of Puranam and Srikanth (2007). Schweizer (2005) on the other
hand proposes a hybrid integration approach: R&D related activities should retain a high degree of
autonomy, while the non-R&D-activities should be integrated. Besides the choice for integration or
autonomy, researchers have studied the mechanisms and strategies that foster coordination and
knowledge transfer and thereby help resolving the integration paradox, such as the role of the acquired
leaders (Graebner, 2004), the retention of key personnel (Kiessling & Harvey, 2006) or rich
communication and speed of integration (Ranft & Lord, 2002). Finally, Kapoor, and Lim (2007)
underline the importance of similar routines and skills to smoothen coordination, however too much
overlap in routines and skills may limit the cross-fertilization of ideas.

The literature described in the previous paragraphs gives an overview of the determinants of failure and
success in technology acquisitions. Part of the literature has looked at the pre-acquisition knowledge
and activities and a more recent stream of research has focused on the post-acquisition integration
aspect. Despite this abundant literature, relatively little is known about the acquisition process itself and
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its impact on failure and success. Where previous process studies mainly focus on the implementation
phase, this paper looks at the acquisition process as a whole, carefully scrutinizing each process

component and its impact on the acquisition outcome.

3. Method and Data

3.1 Methodology

To address this research gap, a qualitative case study design is used, in particular a process research
approach is adopted. The process perspective frames acquisitions as a series of decision-making steps
each of which has an impact on the final outcome of the full acquisition process (Jemison & Sitkin,
1986). A case methodology is particularly useful when studying the process of M&A’s, as it enables the
researcher to explore the processes through which synergies are identified and actualized (Larsson,
1993). In spite of Larsson’s advocacy, a case study methodology has only been used in a limited
number of M&A research studies. Therefore, to address the research question, we will combine a case
study design and inductive empirical investigation. This is the most appropriate research design, as the
main goal of this paper is to further extent the existing theory on technology acquisitions. The first step
consisted of selecting an appropriate case. The organization we studied was a leading telecom operator,
we call TelCo. We studied the acquisition of Mobile Everywhere by Telco.

To select the interviewees we use the snowball technique. The sampling should begin with top
managers as they are critical players in perceptions about change in organizations and are therefore
identified as key informants (Kumar et al., 1993). Hence, top managers that were involved in the
acquisition process were interviewed. After each interview we asked the interviewee who else was
involved in the process and could provide us with relevant and important information on the topic. We
continued this procedure until no new names came to the surface. In total we conducted nine interviews.
We interviewed both managers and lower-level employees. The interviews were conducted by two
interviewers and took on average between one and two hours. All interviewees were recorded and the
tapes were transcribed verbatim to increase to reliability of the results. Besides the interviews, access
was given to more than 300 pages of internal PowerPoint presentations, financial sheets, annual reports
and press releases to back up the story. Altogether, these documents provide over 500 pages of
secondary data sources and are useful for the following reasons. First, they make it possible to
construct a quantitative picture of the process under study (Burgelman, 1983). Second, they allow
checking for potential systemic bias due to retrospective thinking (Golden, 1992). Afterwards, each
interview was discussed by the two interviewees and a third independent person in order to increase the
validity of the data. The interview transcripts serve as main source of data and basis for analysis,
however observation and documentation data were included as triangulation and supplementary data
sources (Miles & Huberman, 1994). Each interview report was coded independently by the two
interviewers. Afterwards, the coding was put together and compared. Whenever the coding differed, a
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discussion followed until agreement was reached.

3.2 Research Setting

The TelCo group is a European telecom operator and is active in three main fields: fixed-line services,
mobile communication services and international services. As competition was becoming fiercer and
margins were dropping, TelCo was facing severe challenges to maintain its profitability. Consequently,
it decided to move up the value chain, integrate vertically and enter the business of mobile applications.
It is in this context that the acquisition of Mobile Everywhere should be situated. The company
specialized in the development of mobile solutions and synchronization of data between the mobile
phone and the traditional ICT-system of the company, like, e.g., ERP and CRM. The founding team
consisted of three men in their early thirties who realised they operated in an immature business. Only a
handful of companies were specialized in this business. At the moment of acquisition, Mobile
Everywhere had more than 40 clients. The company mainly focused its activities on mobile sales
people in two well-defined industries, Fast Moving Consumer Goods—Food and Non-Food
(distribution, hotel and catering industry)—and Pharma (medical sales, OTC). At that time, Mobile

Everywhere had 26 employees.

4. Findings

Each phase of the acquisition process not only has an impact on the eventual outcome of the acquisition
but also affects the next stage in the process. As a consequence all these stages are interrelated and
jointly shape the acquisition outcome. In the next paragraphs, we examine the mechanisms through
which each stage has an impact on the subsequent stage and the acquisition success or failure. More
specifically, we study the extent to which search and selection practices in pre-acquisition process
affect the subsequent stages of acquisition process. For each phase, one or several mechanisms are
discovered that affect the subsequent stages and the eventual outcome of the acquisition.

4.1 Acquisition Motives

The main activity of TelCo was to provide mobile communication services. However, as margins were
dropping, a new strategy was launched by the Strategy and Business Development department in order
to materialize the opportunities offered by mobile IT. TelCo decided it needed to move up the value
chain and integrate vertically. In the future, TelCo wanted to become a prime contractor of mobile
solutions. Since TelCo has no real internal R&D activities, it opted to look outside its boundaries for
potential mobile applications. In the past, TelCo had set up a wide range of partnerships with the
players in this field. However, TelCo decided to acquire a company instead of relying on partnerships,
as this allowed them to move up the value chain much faster and capture more value in comparison to
partnerships. The Strategy and Business Development department was responsible for the first four
phases in the acquisition process, namely the definition of the acquisition strategy, the search process of
identifying and valuing potential targets, the selection process and the negotiations. The main objective
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of the Strategy and Business Development (S&BD) department is to monitor the environment to detect
opportunities and partner with those small markets that have the opportunities to become big. To
accomplish this objective and spot opportunities, the department attends conferences, uses trend
watching tools and calls on external consultants. Since it was clear that the future of TelCo is in the
business of mobile ICT, it was the job of S&BD to select those opportunities with the highest potential.
After scanning the market of mobile IT, the S&BD decided that mobile sales and field force, email and
personal information management are those IT-applications which were likely to be mobilized first.
However, the mobile applications email and personal information management were considered to add
low value. Mobile sales and field auditing on the other hand, were the markets with the highest growth
potential. Therefore the acquisition profile was set at a mobile solution provider of sales and field
auditing services, targeting the mid-company size market. All small players in this market were
identified and contacted to discuss future collaboration. In this step, the alliance team was involved as
well. They already had a good understanding of the players in the market, since they were responsible
for creating partnerships that allow selling the own products. Consequently, the alliance team knew the
ICT market very well and was able to identify all relevant players in the market of mobile sales and
field auditing. A due diligence of all these players was carried out taking into account technical
competences, business competences, track record and organizational fit. Based on these analyses, two
targets were identified, one of which is acquired: Mobile Everywhere. With the acquisition, TelCo
hoped to realize some cost synergies like common marketing and IT. However, the emphasis was on
the creation of revenue synergies. TelCo expected that they were able to increase the sales to 150% of
the sales generated by Mobile Everywhere, by linking the TelCo brand and customer base to the Mobile
Everywhere products.

However, during the interviews it became clear that the acquisition was not an unqualified success and
the expected synergies were not realized. Although the strategy behind the acquisition is clear and
everyone agrees that mobile ICT applications were indeed the future of TelCo, the acquisition could not
realize its full potential. Based upon the interviews, we ascertained a number of reasons why the
acquisition fell short on expectations. First, the market for the product of Mobile Everywhere was not
as developed as expected. All the representatives of the sales department confirmed that the market “is
still in its early adopter phase”. Especially the market of small and medium companies is not ready to
adopt the technology. The sales representative of the SME market admitted “My experience for SME is
negative, but that doesn’t mean that there is no potential. I do think there is a potential market, but the
product should first be sold to Corporate and Large. And later on, SME will follow”. It appeared that
TelCo was a bit too optimistic with respect to the expected synergies. TelCo thought that synergies
could be realized by simply linking the customer base and brand of TelCo to the Mobile Everywhere

product. Reality however, was more complicated.
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Second, moving up the value chain was more difficult than expected. The sales cycles of the two
companies were totally different. The sales process for a TelCo product was rather reactive and sales
cycles are short. The sales process for Mobile Everywhere’ product on the other hand was pro-active; it
was about knowing the company and addressing its needs. As a consequence the sales cycle was longer.
Selling Mobile Everywhere’ product required a different mind-set, different contacts, and different
sales talks. Finally, there were some problems relating to the team that managed the acquisition. In the
whole process, several teams succeeded each other in the management of the acquisition. Obviously,
the hand-over of the acquisition file from one team to another implies the loss of a lot of information.
Overall, the acquisition could have benefited from a better preparation of the implementation phase.

In the following paragraphs, we dilate upon the root causes of these problems and try to unravel how
they could have been averted. We investigate how each process component has an impact on the
subsequent processes and the overall success or failure of the acquisition. In particular we investigate
how managerial actions and decisions taken in the search and selection phases of the process interact to
influence the realization of the expected synergies and the acquisition outcome.

4.2 The Impact of Search

Once the acquisition strategy is defined the search for potential acquisition candidates can begin. In
business literature this search process is defined as the identification process of potential acquisition
targets that fit the acquisition profile (Depamphilis, 2009). More generally, search in organizations is an
important part of the organizational learning process through which firms attempt to solve problems
(Huber, 1991) and can be seen as a dynamic capability that enlarges the knowledge base of a firm and
therefore allows firms to sustain their competitive advantage over time. Accordingly, due to path
dependency, most firms that seek to enlarge their knowledge base restrict their search process to
familiar and proximate areas (Rosenkopf & Almeida, 2003). This local search process is especially
beneficial to create incremental innovation, as firms become more expert in their current domain
(Rosenkopf & Nerkar, 2001). Recent literature, however, emphasises that sustainable competitive
advantage relies more heavily on the firm’s dynamic capabilities to move beyond local search and
reconfigure its knowledge base (Rosenkopf & Nerkar, 2001; Stuart & Podolny, 1996). Similar results
can also be found in the study of Katila (2002). Her results point out that old intra-industry knowledge
hampers innovation, while old extra-industry knowledge stimulates innovation.

These findings imply that organizations looking for technology acquisitions need search mechanisms
that enable them to learn from the knowledge residing outside the firm. EIRMA (2004) distinguished
the following modes for accessing external information: purchase of technology, joint venturing and
alliances, joint development, contract R&D, licensing, collaborations with universities, equity in
university spin-offs and equity in venture capital investment funds. All these mechanisms may serve as
search strategies as they allow building up knowledge on a certain technology. Therefore, we define

search strategies in the context of technology acquisitions as mechanisms to access external knowledge
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and information such as alliances. Alliances, corporate venture capital, university-industry links and
joint ventures.

Searching for and valuing entrepreneurial targets is often problematic because entrepreneurial firms are
difficult to locate as exchange partners (Deeds & Hill, 1999). While at the same time, entrepreneurial
firms tend to find it more difficult to signal their business prospects to investors (Cassar, 2004).
Moreover, private companies tend to involve higher transaction costs in the presence of search and
valuation problems than their public counterparts (Eckbo et al., 1990; Ellis et al., 2004).

When investigating the case, we discovered that search is indeed more than identifying and valuing
potential targets. This phase may also comprise an important learning aspect as the acquirer tries to
access external knowledge on potential targets. The case study revealed that existing partnerships were
a very important source of information. These partnerships not only smoothen the process of
identifying potential targets, the knowledge gathered through these partnerships also serves as a
valuable input in the selection phase and in the subsequent acquisition phases. TelCo was able to
identify all relevant players that fitted the acquisition profile thanks to the co-selling agreements it had
with most of the relevant players in the market. When entering new businesses, TelCo “always first
tries to work with partners to develop this new business, these collaborations serve as a window on
new technologies and the herewith related opportunities”. The interviews revealed that the search
activities in the form of co-selling agreements affected the acquisition outcome through two separate
mechanisms. First, the search stage increased the market and technological knowledge on mobiles sales
and auditing. The information gathered during the search phase was a crucial input in the selection
phase and in the negotiations as it allowed the acquirer to assess the combination potential of the
opportunity. The target-specific information gathered during the collaboration reduces the information
asymmetry. This reduced information asymmetry in turn smoothens the progress of the selection and
due diligence and contributes to the overall acquisition performance. This mechanism is also illustrated
in Figure 3. Several M&A studies have pointed out that information asymmetry may indeed have a
negative impact on acquisition performance (Eckbo et al., 1990). Thanks to these partnerships, TelCo
was able to scan the market of technologies and choose those technical solutions with the highest
potential, as confirmed by one of the interviewees: “The advantage of having an alliance team is that it
enabled us to get in touch with the mobile ICT market... We of the alliance team knew that we were
given the space to set up these partnerships because sooner or later TelCo would acquire one of these
partners”. Also Porrini (2004) her findings confirm that alliances allow to build up target-specific
information and experience, benefiting selection, valuation and integration of acquisitions. Search is
not only a facilitator of the acquisition process because of its knowledge generating impact, it has also
an impact on the quality of the relationship between acquirer and target, i.e., the second mechanism
through which search affect acquisition performance. During the search phase, TelCo contacted all its
partners in the market and asked in all openness “how can we collaborate better in the future?”. This
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approach created a climate of trust and stimulated a friendly environment in which the negotiations
took place. “The negotiations were very intense, but always civil. I had a lot of respect for them and
they had a lot of respect for me”. It also decreased the resistance of the employees of the target to the
acquisition. In fact, most of the employees were happy to become part of TelCo, since they worked so
well together in the past: “The moment the acquisition was completed, the CEO of Mobile Everywhere
started communicating this to his employees, at that point in time they were very happy to become part
of TelCo”. The fruitful collaboration before the acquisition created a climate of trust that had a positive
impact on the negotiations and implementation phase. Several studies confirm that high levels of trust
between partners stimulate people to engage in social exchange and by doing so share more knowledge
and information (Ring & van de Ven, 1992). Since effective knowledge transfer is crucial for the
success of technology acquisitions, trust contributes to a considerable extent to the performance of the
acquisitions. Trust increases the willingness of partners to share knowledge and information (Inkpen &
Tsang, 2005), because it alleviates the fear for opportunistic behaviour from the other partner(s) in the
collaboration (Bradach & Eccles, 1989). Moreover, trust facilitates the process of exchange tacit and
difficult to codify information, which is by definition hard to communicate and to trade by markets

(Kogut & Zander, 1992).

Increased Reduced Improved due
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knowledge information ?1  diligence

asymmetry

Acquisition

Search
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Figure 1. Impact of Search on Acquisition Process

4.3 The Impact of Selection

The search phase is followed by a selection phase, which comprises the selection of one acquisition
target and a technical and market or business due diligence. The technical due diligence was done
properly: TelCo did have a good understanding of the technology beforehand. They knew what the
technology was about and what the application could do. The business or market analysis on the other
hand, aims at assessing the business potential of the acquisition. Since technology acquisitions seek to
create synergies by leveraging the technological knowledge of entrepreneurial ventures by linking them
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to the complementary assets of large companies in manufacturing and distribution (Puranam et al.,
2006), the acquirer creates value by conquering and scaling up the market created by start-up
companies. This implies the expected synergies are by nature revenue synergies. It was expected that
synergies could be realized by coupling the customer base of TelCo (which consists mainly of small
and medium enterprises) with the product of Mobile Everywhere. However, during implementation it
became clear that this was not as easy as expected. One of the most important reasons why the
acquisition failed to realize the expected synergies was a misjudgement of these expected revenue
synergies. During the interviews it became clear that the market potential of the technology of Mobile
Everywhere was somewhat misjudged for the following reasons. First, selling the product of Mobile
Everywhere is completely different from selling traditional TelCo products. These differences in sales
cycle limited the organizational fit between the two companies, which consecutively impedes the
effective realization of the expected synergies (Jemison & Sitkin, 1986): “We were box movers. Mobile
Everywhere is not a box mover. Its a real application. This means that the sales cycle is longer than
expected. We thought it would take about one month, but in fact it takes on average six months... This
also means that we don't have discussions with the persons we are used to discussing with. Up to here
we always communicated with the CIO or the Chief Telecom Officer and now all of a sudden we have
to talk to sales people... Our people don't even have to sell the application. They just have to generate
leads and the Mobile Everywhere sales people will do the rest. But our sales people are not at ease with
this...” Another interviewee adds: “Selling a regular TelCo product is rather reactive. The customer
needs something and we give them what they need. Since Mobile Everywhere focuses on sales people in
Fast Moving Consumer Goods (FMCG) and Pharma, you need to know the world of FMCG and
Pharma to determine their needs. The sales people at Mobile Everywhere actually come from FMCG
and Pharma. They need to ask themselves: “How can my applications facilitate their processes?” The
process is more proactive”. Several interviews with managers from sales confirm this: “Our sales
people can learn about the technicalities of this product but it’ is far more important to know the
business. You need to know what these sales people in FMCG and Pharma do day in day out in order to
know how you can be of service to them. Maybe it would be a good idea to merge Mobile Everywhere
and TelCo people so that they can learn this from each other”. Second, the current market potential of
the product was overrated as it was still in its early phase: “There are about 600.000 small and medium
enterprises as potential customers. Some of them might be interested in the product, but for this type of
applications, the small and medium enterprises are followers. They follow what happens in the
corporate market. There may be some early adopters in that market segment but it’s very hard to find
them”. Someone else confirms: “The acquisition took place too soon. The SME market is not ready. If
you look at the references within Mobile Everywhere, you notice that most of them are large companies.
There are a number of small companies, but they are active in the same market as the big companies”.
The main reason why these misjudgements occurred is because the client department, that is the sales
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and marketing department, was not involved in this stage: “The business case calculated during the due
diligence phase does not correspond with reality. During the valuation of the opportunities, sales
targets were set but they were never challenged with sales. What I mean is that they never checked
whether sales could sell this product? ... We should have been involved in the previous phase to
prepare for the hand-over and implementation”. The sales and marketing department interacts on a
daily basis with the customer and has a deep understanding of the dynamics, needs and preferences in
that market. Based on this market knowledge, involvement of the sales and marketing department
would have led to more accurate estimations of the expected synergies. This would in turn have
affected the negotiations, since the stand-alone value of the target and the synergy value determine the
upper and lower margin for negotiation the acquisition prices.

The involvement of the client department (i.e., the department that is responsible for the
implementation, in this case the sales and marketing department) in the due diligence phase is also
essential for another reason. After the deal was completed, the acquisition file was handed over the
sales and marketing department, who now became responsible for the realization of the synergies.
However, it soon became clear that there was a lack of commitment and buy-in to implement the
synergies effectively. The persons who were responsible for the implementation of the deal, were not
involved in the preparation of the file. As a result, the marketing and sales team was only involved after
the closing of the deal. This implies that when the deal was closed the sales and marketing targets were
not part of the marketing and sales roadmap of that year. One of the interviewees puts it as following:
“We expected that when TelCo would sell the product of Mobile Everywhere, sales would increase a lot.
But this didn 't happen the first year because it (the product) was not included in the sales targets of the
sales guys. These things should have been prepared before the hand-over, before signing the deal. And
the same applies for the marketing roadmap. After the deal was signed, I just received the file and they
said: go and implement it! So the first thing I did was to check the contract we signed and what our
commitment was. We checked with all the persons in charge how we could put into operation these
targets. This went really slowly. This really was a change of mind-sets... The problem is buy-in. First
you need buy-in from the management. This was very hard to obtain. The implementation should be a
top-down buy-in process. However, after the hand-over we did a lot of work to get the targets
operational. This really was a top-down process that took a lot of time, because both the marketing
roadmap and sales targets were already set, it’s very time-consuming to change this”. The responsible
for the market of small and medium enterprises confirms: “There was a lot of resistance to implement
the case. This is not only the case for the small and medium sized market but also for the other market
segments. If we include the product of Mobile Everywhere in our targets because it is of strategic
importance, the people from strategy and business development will sure be happy, but they only have
an advising role. They have no hierarchical power to say: go and implement it!”. These findings imply
that if the client department was involved sooner in the pre-acquisition phase, the implementation
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would have went off more smoothly. The sales and marketing department would have had the time to
translate the synergies into sales targets and a marketing roadmap which naturally increases the
commitment of the sales and marketing department to the project. One of the managers of the Strategy
and Business Department realizes that it was indeed important to effect the commitment of the client
department: “The problem is that we are not in charge of sales and marketing. It is hard for us to say:
guys, you do it! We really need to try to involve those people in the file and motivate them to
participate”.

To summarize, the client department should have been involved in the selection and due diligence
phase for two reasons. First, the client department, which is the sales and marketing department, is best
placed to check the assumptions made in the evaluation of the acquisition file, as this is the department
where the market knowledge resides. Second, involvement of the client department during selection
and due diligence secures the buy-in of this department and allows them to prepare for implementation.
Large organizations are typically confronted with heavy processes. Involvement in the earlier phases

allows them to translate in time the expected synergies in sales targets and marketing roadmaps.

Check Synergy

market - value Negotiations

Y

assumptions

Involvement

Acquisition
of client

performance

department

Secure
buy-in and > Implementation
commitment

Figure 2. Impact of Selection on Acquisition Process

4.4 Managing the Process as a Whole

The fact that the different components of the acquisition process are interrelated has also an impact on
the team managing the acquisition. The acquisition process comprises conceptually and operationally
different analyses done by different people (Jemison & Sitkin, 1986). Analysing the different aspect of
the acquisition process require different competences, consequently the knowledge on the acquisition
file is divided among several individuals. However, the knowledge on the acquisition file is mainly
tacit by nature. Tacit knowledge is incommunicable and difficult to transfer, as opposed to explicit
knowledge which is easily codified and translated (Nonaka & Takeuchi, 1995). This lack of explicit
knowledge in the acquisition process hinders the transfer of knowledge and plays a part in the team
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composition and management. As it is difficult to transfer the knowledge of the acquisition file, it
becomes critically important to manage the whole acquisition file by the same acquisition team. In the
case we studies however, there were frequent changes in the team responsible for the implementation as
is proven by the following quote: “there has been an evolution in the file. ABC, DEF and I are no
longer involved. I think, nowadays, it is mainly XYZ who manages the file”. Another interviewee
confirms “The first matter that not go well, was the hand-over of the file. We only received the file once
it was signed. Other than that: nothing!! We should have been involved earlier, during the preparation
of the file, to prepare the hand over”. Also the person in charge of the selection and negotiations
acknowledges that many problems arose from the hand-over of the file: “The implementation, there it
all went wrong. I had the drive, but from the moment the cheque was handed over, I was no longer in
charge. I am not saying that I should have done better. But we should see to it that the person, who was
in charge of the acquisition itself, is also responsible for the implementation and the creation of
synergies”. Further in the interview he repeats: “The mistakes mainly occurred after the acquisition.
Then the file was handed over from Business Development to the other team. Moving the file from one
team to another means losing the dynamics. Just the fact that all the knowledge on the file needs to be
transferred takes months!”. These findings lead us to believe that team longevity is an important driver
of acquisition success. Therefore, ideally the acquisition should be managed as a project, where one
manager has direct access to and responsibility for the work of all employees involved and the core
group of project members is dedicated and physically co-located with the leader. These types of teams
are called heavyweight teams (Clark & Wheelwright, 1992). However, due the specific nature of the
acquisition, the roles of the different persons involved will change. The strategy or M&A department
will have a leading role during the pre-acquisition phase as it is their responsibility to search for and
appraise potential acquisition targets, however input from the client department is desired for the
reasons elucidated in the preceding part; their role should be contributing. Once the deal is closed and
the acquisition reaches its implementation phase, the roles should be switched around as the client
department becomes responsible for the operational management of the acquisition. Nevertheless, the
strategy or M&A department should still fulfil a contributing role because of the thorough knowledge

they have built up during the pre-acquisition phase. This model is presented in Figure 3 below.
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Pre-acquisition phase Post-acquisition phase
Search & Selection Implementation
Leading Strategy / M&A Sales & Marketing
Contributing Sales --> Targets Strategy / M&A
Marketing --> Roadmap

Figure 3. Aligning Pre- and Post-Acquisition Phase

5. Discussion and Conclusion

Both business practice and literature indicate that technology acquisitions have become an important
means to obtain access to and exploit innovative technologies and external knowledge (Vanhaverbeke
et al., 2002; Puranam et al., 2006). But despite the abundant literature on technology acquisitions, we
still lack a deeper insight in the entire process of managing acquisitions, from strategy definition to
implementation and performance. There are a few papers that studied the phenomenon from a process
perspective (e.g., Jemison & Sitkin, 1986; Birkinshaw et al., 2000; Ranft & Lord, 2002), yet their focus
is mainly limited to the integration process. This paper addresses this gap in literature by looking at the
entire acquisition process and examining how this process affects acquisition performance. More
specifically, we investigate how the different process components are interrelated and how decisions
and managerial actions made during the search and selection phase affect the implementation and the
acquisition outcome. An in-depth case analysis is used to gain a deeper understanding of the acquisition
process and its impact. The interviews reveal that both search and selection are crucial in preparing the
implementation of the acquisition, as they moderate some of the typical selection problems (such as
information asymmetry) and implementation problems (such as resistance of the personnel). First, we
investigate the impact of search on the subsequent stages of the acquisition process. We defined search
as accessing external information and knowledge on new technologies by means of alliances, corporate
venture capital, and joint ventures. We find that search contributes to acquisition performance through
two mechanisms: increased market and technological knowledge and trust. On the one hand, the market
and technical information gathered during the search activities lowers the level of information
asymmetry and leads to better selection decisions, which in turns contributes to acquisition
performance. On the other hand, these search activities allow building up a relationship with the
potential target. The trust established during this cooperation leads to decreased resistance with the
employees of the target firm and also facilitates the process of negotiating the deal, which again
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contributes to acquisition performance. Second, we explore how decisions taken during the selection
and due diligence process influence the subsequent stages of the acquisition. We identify involvement
of the client department as a crucial success factor in the acquisition process for the following reasons.
First, the client department is best suited to check a number of assumptions, especially the assumptions
related to the market, such as the adoption of the technology in the market and the sales cycle, for this
knowledge is an important input factor in the calculation of the synergy value of the deal and therefore
affects the negotiations and acquisition performance. Second, the involvement of client department
during the pre-acquisition stages also secures buy-in and the commitment of this department to
acquisition, thereby reducing the resistance of the employees to the acquisition and facilitating
implementation. Finally, we discover that the interrelatedness of these process components has
implications for the team that is managing the acquisition. In particular, the interviews reveal that
acquisitions might benefit from project management, where one dedicated team is responsible for the
management of the file. Together, these findings raise a number of issues that up until now, received
limited attention in the research of technology acquisitions. Further research is required to gain a

deeper insight in these processes and to verify the discovered relationships.
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