
Spotlight on synergies

Lifting the curtain: how 
successful acquirers achieve 
synergy value in a deal

The show must go on: 

How to make your next deal a 
smash hit, starring synergies

While value creation has always been fundamental to deals, 
today, more than ever, dealmakers are under increasing 
pressure to deliver more value from each deal they do. 
For buyers, this means attention must be on improving 
operations, reducing costs, optimising capital, and expanding 
top-line growth potential - in other words, synergies. 

After more than a decade of record M&A activity, dealmakers now face a 
potential slowdown as a result of the ongoing Covid-19 health and economic 
crisis. However, deals are still being completed, and if we’ve learned from 
previous downturns, fortune will favor the prepared - buyers in relatively 
strong capital positions with a laser focus on synergies are best positioned to 
capitalise on potential M&A opportunities. 

The ultimate goal of any merger or acquisition is to create shareholder value, 
the source of which in many cases is due to synergies. However, too often deals 
fall short of meeting the synergy expectations set for them. This paper explores 
how successful acquirers achieve synergy value and the steps companies can 
take to increase the probability of success in future deals. 

Many deals fail to achieve synergies and create added value – even when 
dealmakers think they do. In a recent M&A report, Creating Value beyond the 
Deal, PwC surveyed over 600 corporate executives and 100 private equity 
partners to uncover how they create value through M&A. The report found that 
even though approximately 60% of respondents believed their last acquisition 
created value, more than half underperformed vis-a-vis their industry peers. In 
this section, we take a look at key leading practices that companies can apply 
to improve their track record of realising synergy value in a deal. 

Synergies need to be a priority from the start.  PwC’s report finds that 
acquirers that prioritise synergies, as part of an overall value creation plan, early 
outperform their peers by as much as 14%. Leading companies conduct in-depth 
synergy analysis during due diligence to identify and prioritise the highest value 
opportunities that are aligned to the overall strategic intent of the deal. Initial 
synergy targets are often quantified using a ‘top-down’ approach based on 
management assumptions and available data (t.ex. P&L, balance sheet) and 
compared against benchmarks from previous deals (if the company is a serial 
acquirer) or the industry. 

The resulting high-level synergy targets provide an anchor point upon which 
companies can expand their analysis as information becomes more available. 
Going one step further, companies that develop a clear synergy plan based on 
the pre-deal analysis tend to perform better during execution. This tracks with 
PwC’s finding that 70% of acquisitions with significant value created relative to 
the purchase price had a clear synergy plan in place at signing. 
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Functional experts should be engaged early to validate synergy 
opportunities and build buy-in and momentum for execution.    
PwC’s report finds that successful acquirers focus on integration and due 
diligence concurrently, which means engaging the “doers” to validate synergy 
potential and initiate integration planning. Post deal, as information becomes 
more available, synergy targets should be validated via a detailed bottom-up 
analysis that ties the deal’s financial goals to functional P&Ls. A bottom-up 
analysis significantly expands on the financial analysis performed during due 
diligence, breaking down synergies into their component parts and outlining an 
approach for how to achieve each synergy initiative. The qualitative output of 
the analysis, such as the synergy owners, timeline and critical milestones, forms 
the basis of execution project plans. The quantitative output, such as costs to 
achieve each synergy initiative, supports the key performance indicators that 
will be tracked during execution.

A robust synergy value capture process must be defined and deployed to 
ensure accurate and timely reporting of synergy realisation.  
PwC’s report underscores the importance of implementing a disciplined process 
to monitor and record synergy realisation stating that, of the pool of PE firms 
surveyed, 80% of transactions that drew on a formalised approach delivered 
material returns. Successful acquirers embed synergy tracking into a formal 
governance structure, such as the Integration Management Office (IMO), and 
link it to their financial budgeting process. Doing so provides transparency into 
progress and ensures accountability, keeping the company on task and focused 
on delivering measurable results. 

Based on our findings and set of leading practices, we suggest a 3-step 
approach to increase the likelihood of realising synergy value in your next 
transaction.

Even as parts of the world begin to emerge from the Covid-19 pandemic, its 
impact on economies and businesses is far from over. Difficult times are ahead 
– the length and severity of which remain unknown. However, as in previous 
downturns, deals will continue.

Even so, successful deals do not happen by accident. It’s clear from our 
research that companies have some work to do in order to improve their track 
record of realising synergy value in a deal. Our 3-step approach to realise 
synergies can help you increase the probability of success by prioritising 
synergies early, engaging the right people at the right time, and following a 
formalised process to track and report progress. 

 

Playbill for success: our 
three-step approach to 
realise synergy value 

STEP 1 
Identify and quantify synergy value 
(‘top-down’ analysis): Identify and 
prioritise synergy opportunities and develop 
preliminary synergy targets by quantifying 
the full potential, based on available data 
and management information, and scaling 
it based on achievability and execution risk. 
Substantiate preliminary synergy targets 
against internal and/or industry benchmarks 
as applicable.

STEP 2 
Validate synergy value (‘bottom-up’ 
analysis): Engage functional leads/
experts (the “doers”) during due diligence 
to substantiate the identified synergy 
potential and initiate integration planning. 
Post-deal, refine the preliminary analysis by 
gathering additional data and supplementing 
quantitative analysis with in-depth qualitative 
analysis that identifies the owners, timeline, 
and costs associated with each synergy 
initiative.

STEP 3 
Capture synergy value: Define and 
implement a robust process and set of tools 
to monitor, track and report progress against 
synergy targets. Embedding synergy tracking 
into the overall integration governance 
structure and the functional budgeting 
process will help to ensure clear ownership 
and accountability of synergy initiatives and 
provide transparency into progress across the 
organisation.

And Action!
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