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	According to Mergerstat.com, there were 8224 domestic merger and acquisition transactions that took place during the year 2001, totaling over $702 billion in value. With an estimated failure rate exceeding 80%, that means over $560 billion invested will result in a significant loss of value. This is an alarming statistic! And, even more alarming is the fact that companies continually embark upon the merger and acquisition trail without fully understanding the risks ahead.

There are a multitude of reasons why mergers and acquisitions fail. While poor business judgment, overpayment for Target companies, and changing market conditions may be cited in some instances, research repeatedly shows that more mergers and acquisitions fail due to inadequacies in the merger or acquisition integration process rather than to any fundamental failure of strategic concept.

In other words, while the deal may look great on paper (and it typically does), the ultimate success of the deal is dependent upon a successful integration. The key to a successful integration is developing an effective strategic integration plan, and the first step in developing this plan is evaluation. 

If the internal process of evaluating a Target company leads to the decision to acquire or merge with that company, then further evaluation is required before involving yourself in further negotiations. In addition to the obvious objective criteria such a strategic fit, revenue forecasts, and product architecture, there are a number of subjective integration related criteria such as cultural fit, management style, human resources issues, and employee morale that must be included at this stage of the evaluation. 

The problem is that most companies make the mistake of assigning these "fuzzy" integration factors a lower priority, if any, in making the ultimate decision to pursue a Target company. Countless examples of failed mergers and acquisitions prove that when critical personnel and organizational issues are overlooked in the pre-merger or acquisition planning stage, the overwhelming odds are that even the most promising transactions will fail. 

With this in mind, the following are some examples of integration factors to consider when deciding whether to evaluate or avoid a Target company: 

Cultural Fit (Buyer and Target) 

Employees are like-minded; similar business environment (entrepreneurial, bureaucratic, casual, formal); similar employee incentive structure, motivation and drive. 
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