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Creating shareholder value through M&A – and beyond

Integration

What are the key actions needed 
to align the company’s strategy, 
operations, and governance to 
improve cash flow and re-capture  
the control premium associated  
with the acquisition?
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Most acquisitions by public companies fail to create long-term value for their 
shareholders. However, a few companies have demonstrated the ability to 
consistently generate shareholder value through inorganic investments. What 
distinguishes these companies is a set of decision standards and integration 
skills that lead to outstanding returns on external investment. 

Strategy failures

Buying companies that are exposed 
to markets with limited economic 
profit pools and/or have little ability 
to capture share of those economic 
profit pools. This often occurs when 
management pursues top-line growth 
without fully understanding the 
concentration of profit pools in the 
target’s markets and where and why 
the target captures share of those 
profit pools.

Pricing failures

Paying transaction prices that 
exceed the value of the target after 
accounting for all combination 
benefits and costs. This is usually the 
result of overly optimistic assumptions 
about the size of cost and revenue 
synergies, the incremental investment 
that may be needed, and especially 
the time required to realize those 
opportunities. It can also be due to 
internal political pressure to “get the 
deal done” that makes it more difficult 
for well-intentioned managers to walk 
away from deals when prices become 
economically unattractive.

Integration failures

Failing to define the actions and 
accountabilities needed to align 
strategies and operations of the 
combined business and establish 
the governance conditions to track 
integration, manage performance 
commitments, and drive further value 
creation post-integration.

HOW ARE VALUE-CREATING ACQUIRERS DIFFERENT?
 
Value-creating corporate M&A programs focus on three key deal requirements:

Attractiveness

What are the economic profit pools in 
the target’s market, what is the level 
and driver of the target’s share of 
those economic profit pools, and how 
does the target’s business model align 
with the acquirer's business model? 

Affordability

What are the opportunities to 
recapture the acquisition premium 
and how do they compare to the 
transaction price?

When deals fail to create value for the acquirer, it’s usually because one or more of these considerations has been 
overlooked or insufficiently vetted. The most common problems are:

Acquirers who consistently create shareholder value recognize these challenges and use repeatable, systematic processes, 
prescribe required deal information and set clear decision “gates” with explicit go/no-go criteria. They also develop 
thorough plans for integrating both operations and strategy well in advance of the deal close. Most importantly, executive 
management and Boards of these companies constantly reinforce the discipline to stick to these governance standards.



WHAT GOVERNANCE CONDITIONS AND 
LEADERSHIP CHARACTERISTICS ENSURE 
DISCIPLINED M&A PRACTICES ARE FOLLOWED?

Successful acquirers begin with a clear understanding 
that “winning” means sustainably creating more 
shareholder value than peer companies. They also know 
that “winning” in the capital markets requires “winning” in 
their product and customer markets—by creating more 
value for customers and capturing a larger share of the 
resulting profit pool than competitors. They also “win” 
with employees, attracting and retaining talent better 
than competitors. When companies do so, they build a 
reinvestment advantage that strengthens their competitive 
position and drives superior shareholder returns over time. 

A CLEAR DEFINITION OF WINNING

Thermo Fisher Scientific, a highly acquisitive provider of 
scientific instruments, reagents, consumables, and software 
services, is one such company. The company’s stated M&A 
strategy is focused on winning in both the customer markets 
(“strengthen our customer offer and enhance our strategic 
position”) and the capital markets (“create shareholder 
value”). Through its rigorous M&A process, the company 
targets 60-75% of its total capital deployed to go toward M&A.

This capital deployment strategy and disciplined 
M&A process has proven successful. Over the past 
5 years, the company delivered compounded annual 
total shareholder returns of 24%, well above its peers 
and the S&P 500.

FOCUS ON WHERE AND WHY SHAREHOLDER VALUE IS BEING, OR CAN BE, CREATED

Over 100% of the value of most businesses is generated 
by less than 40% of employed capital, while 25% to 35% 
of employed capital often destroys shareholder value. 
Successful acquirers understand that value is concentrated. 
They begin with a granular and quantified view of where 
and why the markets, products, and customer segments in 
their own business—as well as the target’s, are—and are not 
economically profitable over time. 

A robust understanding of these concentrations provides 
useful due diligence intelligence and builds a concrete 
understanding of where and how to improve the value of 
the combined business. This value growth “agenda” sets 
a clear upper limit for the transaction price and helps the 
company build specific and robust integration plans well 
ahead of close.

Eaton employs a disciplined M&A process with a focus on 
select markets with attractive opportunity for profitable 
growth. Eaton evaluates acquisitions on a set of financial 
criteria to ensure M&A activity drives profitable growth. The 
company has an active process to build and manage a deal 
pipeline and is willing to pass on opportunities that do not 
meet its financial criteria.  

Eaton’s financial criteria requires acquisitions to deliver 
returns 300bps above its cost of capital, be EPS 
accretive after two years, and drive sustainable top and 
bottom line synergies. As a result, Eaton deployed $6 
billion in capital on over 15 transactions from 2019-
2021 and grew economic profits by 4% compounded 
annually (40% higher than the rate of its peers). 
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Source: Company Financials, FactSet

TABLE 1: DANAHER, THERMO FISHER, AND EATON TOTAL SHAREHOLDER RETURNS VS. PEERS

AS OF 8/31/2022 2-YR TSR 3-YR TSR 5-YR TSR 

Danaher 14.7% 24.3% 27.1% 

Weighted peer average 2.2% 6.3% 12.8% 

S&P 500 7.9% 12.4% 11.8% 

Danaher Outperformance vs. Peers +12.5% +18.0% +14.3% 

Thermo Fisher Scientific 13.0% 24.1% 24.2% 

Weighted peer average 7.8% 11.1% 11.2% 

S&P 500 7.9% 12.4% 11.8% 

Thermo Fisher Scientific Outperformance vs. Peers +5.2% +13.0% +13.0% 

Eaton 18.2% 22.3% 17.1% 

Weighted peer average 12.1% 19.5% 13.4% 

S&P 500 7.9% 12.4% 11.8% 

Eaton Outperformance vs. Peers +6.1% +2.8% +3.7% 

MANAGE TO A CONTINUOUS VALUE GROWTH AGENDA

Having already identified and defined plans for realizing 
the largest value creation opportunities in the combined 
business, upon closing these acquirers can immediately 
begin executing the required integration actions. This 
provides clear direction and structure for post-close 
activities, including accountability for achieving each 
opportunity and managing progress of each initiative 
against strategic and financial objectives.

The same process that helped form this integration agenda 
also drives additional organic value growth post-integration. 
By updating key facts about where and why value growth 
opportunities are concentrated in the combined business 
and adjacent markets, management can refresh its value 
growth agenda with new opportunities, evaluate new 
strategic alternatives and resource allocation choices,  
and continue managing execution.

Danaher Corporation uses its Danaher Business System 
(DBS) to guide the company’s culture, organic growth, and 
M&A activity. The company implements DBS across its 
entire portfolio, describing it as “who we are and how we do 
what we do”, and uses it to drive “a never-ending cycle of 
change and improvement”. 

This disciplined and continuous approach to 
managing the value of its businesses has helped 
Danaher deliver compounded total shareholder 
returns of 27% over the past 5 years, outperforming 
the S&P 500 by 15%.
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TABLE 2: 2017-2021 YEAR ACQUISITION SUMMARY

2017 - 20211 AVERAGE PER YEAR1
2017-2021 DEAL VALUE AS 

% OF MARKET CAP1, 2

Danaher # of Deals | Deal Value 26 | $35B ~5 | ~$7B ~27%

Thermo Fisher # of Deals | Deal Value 21| $29B ~4 | ~$6B ~20%

Eaton # of Deals | Deal Value 17 | $6B ~3-4 | ~$1B ~13%

Source: FactSet, Company Financials 
1.  Includes acquisitions and mergers, excludes divestitures and spin-offs (2) Reflects 2017-2021 deal value as % of average market cap over the time period.
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ABOUT US

For more than 40 years, AlixPartners has helped businesses around the world respond quickly and decisively to their most critical challenges – 
circumstances as diverse as urgent performance improvement, accelerated transformation, complex restructuring and risk mitigation.
These are the moments when everything is on the line – a sudden shift in the market, an unexpected performance decline, a time-sensitive deal,  
a fork-in-the-road decision. But it’s not what we do that makes a difference, it’s how we do it. 
Tackling situations when time is of the essence is part of our DNA – so we adopt an action-oriented approach at all times. We work in small, highly 
qualified teams with specific industry and functional expertise, and we operate at pace, moving quickly from analysis to implementation. We stand 
shoulder to shoulder with our clients until the job is done, and only measure our success in terms of the results we deliver.
Our approach enables us to help our clients confront and overcome truly future-defining challenges. We partner with you to make the right decisions 
and take the right actions. And we are right by your side. When it really matters.
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IMPLEMENT DIFFERENTIATED  
BUSINESS MODELS AND DIFFERENTIALLY  
ALLOCATE RESOURCES
Thermo Fisher, Eaton, and Danaher are examples of firms 
with distinct and disciplined management processes. 
These capabilities lead to highly differentiated business 
models and disciplined allocation of resources and enable 
M&A to contribute to shareholder value growth long after 
acquisition integration, resulting in sustainable  
shareholder returns well above their peers.

SHARPEN ORGANIZATIONAL  
CONDITIONS AND CAPABILITIES
Mergers and acquisitions are inherently challenging and 
require a disciplined focus on execution long after closing the 
transaction. Ultimately, the success of the deal and continued 
value creation of the acquirer depend on a culture where 
employees think and act like entrepreneurial owners. When 
continually applied, the same principles and processes that 
help make value-creating acquisitions also build the ongoing 
management capabilities that maximize organic value 
creation and create a formidable reinvestment advantage that 
is difficult for competitors to overcome.


