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Background - Firm Growth & Performance

While growth patterns are heterogeneous (Delmar et at., 2003) firms can grow in 
three ways:

• Organically (Internal Innovation)

• Inorganic (M&A)

• Hybrid, a combination of both (McKelvie & Wiklund, 2010).



Background - Firm Growth & Performance
Organic growth tends to slow over time as the firm exhaust much of the market 
available to it.  

Unlike organic growth, M&A’s give firms an almost immediate increase in scale 
and scope.



Common Characteristics of Small Developing Economies :

• Limited Natural Resources

• Small Domestic Markets 

FAO Report (2002)

Both of which are significant inhibitors to firm growth Bernal (2008)

Background – The Challenge of Small Developing 
Economies



M&As is one strategic option for growth but it comes with 
significant risks.

“Historically, half of all M&A activities have failed to create lasting 
shareholder value. 

(Perry and Thomas, 2004)

Background – The Need for Growth?



In Academia

• There is a widely held view, that M&A’s have a very high rate of failure and are 
in many instances ‘highly unprofitable’ (Bruner, 2002) (Sagner, 2012) .   

• There is also research to suggest that M&A’s create real value for the acquired 
and the acquiring firm (Jensen & Ruback, 1983) (Gugler K. , Mueller, Yurtoglu, 
& Zulehner, 2003) (Siegel & Simons, 2010).    

Despite this obvious tension in the literature, we see a global and sustained 
trend towards increasing M&A activity.  



In Practice

• In 2012, 62% of firm leaders in the food and beverage industry surveyed 
indicated that M&A is a strategy they would be pursuing for growth. (KPMG, 
2012)

• In a 2015 report Deloitte reported that M&A activity in Latin America has been 
solid since 2012.. “deal values have been on a steady rise, as companies are 
increasingly comfortable making larger deals” (Deloitte., 2015). 

• In 2016, Thompson Reuters announced that its M&A Deals Database has 
‘Surpassed One Million Deals Globally’ and that in 2015 “it tracked over 43,000 
deals, marking an all-time high for any single year of global M&A activity” 
(Thomson Reuters, 2016)



The Gap
Most M&A research is conducted in Developed markets and therefore 
coloured by that reality and context.  

• The Context for firms in Small Developing Economies, one may 
argue, is significantly different in most cases to that of Developed 
markets and therefore deserving particular study.  There is 
extremely limited work in the field of M&A in the region. 

• Second, most researchers are positivist and have used purely 
quantitative methods to study M&A actions.  

• Note however that firms are a collection of human beings who 
make decisions based on their perception of reality.  Therefore, to 
fully understand  M&A performance in SDEs,  we need the 
perspectives of the practitioners from SDEs.  



Literature Review
What We Already Know from Prior Research



Theme From To

Number of 

years

Number of 

Articles % of total

M&A Drivers 1991 2009 18 6 6%

Value Creation - Motive 1986 2013 27 14 14%

Diversification - Motive 1982 2004 22 4 4%

Mode of Entry - Motivation 2002 2010 8 6 6%

Cross Border M&A 2002 2005 3 3 3%

Strategic Factors & Performance 1984 2012 28 34 34%

Human Resources 1988 2011 23 15 15%

Culture 1994 2014 20 2 2%

Integration 1991 2009 18 5 5%

Organizational Structure 2006 2006 0 1 1%

Governance 2003 2016 13 14 14%
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The Determinants of Performance (1981 – 2014)

Warning: “..the proposed critical success factors for M&As are as numerous as the consultants, 

managers and academics in the field (Steger & Kummer, 2007)



Emerging from the literature are the following key ideas

• Level of R&D Investments / R&D intensity (RDI)

• Absorptive Capacity (AC)

• Internal Knowledge / Experience  (IK)

• Coordination capabilities (CC)

• Complementarity (CP)



Building a 3 Stage Conceptual Model for 
M&A Decision Making



Relevant Theories
(Our Foundation)

• Transaction Cost Theory (Williamson, 1975)
• Mode of Entry Choice (Brouthers et al, 2003) 

• Resource Based View (Barney 1991)
• Choice and firm resources 
• Dynamic Capabilities (Teece et al., 1997; Teece, 2007)
• Timing and resources (Hayward, 2002)
• First Mover Advantage stream of strategy 

• Industrial Organisation Theory (Porter, 1980)
• Industry structure

• Institutional Based View 
• Institutions shape the strategic choice of firms (Peng, 2009)
• The value of firm resources must be understood within the context that it operates (Barney, 2001)



• Stage One (1)

• The first stage is an evaluation of the firm’s internal capabilities and 
the firm’s most rationale strategic choices as a result.  In this 
framework, Absorptive Capacity (AC), Internal Knowledge (IK), and 
Coordination Capabilities (CC) are regarded as internal firm 
resources.



Stage two (2):

• In stage two of the IADM, the nature of the external firm targeted 
for acquisition is considered using the construct of Complementarity 
(CP) as an intervening variable between the firm’s absorptive 
capacity (AC) and the optimal strategic choices (II+IA), (IA) & (II). 



Stage three (3):

• Stage 3 of the IADM provides a framework to assess internal 
innovation capabilities and match it with the industry 
characteristics in order to determine how best to deploy resources 
to position the firm for continuous growth.



Assessing the Model - Bridging The Gap



Methodology

We started with an “Explanatory Sequential Mixed Methods 
approach” (Creswell, 2014) which begins with the collection and 
analysis of quantitative data followed by qualitative data collection 
and analysis.

After going into the field however, we are looking really at Case 
Studies involving 11 Caribbean Firms from across the region



Instrumentation

Our research instruments were designed with these key variables in mind 
and the questions asked sought to determine the presence and degree of 
these performance variables in each firm as mapped in the table 3.3 
below.



Instrumentation



Instrumentation



The Data Set
• A detailed process of identifying the domicile of each acquiring firm 

in the data set was done and summarised below:



Where are we now? 
Learnings to Date



- We designed a survey instrument with 28 questions and completed 
a pilot.

- We had canvassed 45 of the 66 firms in the Caribbean data set and  
invited them to participate in the study.   

- Of the 45, only 17 responded with only 7 fully completed responses



Q6: Which stages of an M&A programme do you consider most critical to ensuring 
optimal performance? (Check all options that apply in your view)



Q9: How do you think the M&A process is going for your firm?



Q12: Does your organization have a specific team or department assigned to leading 
M&A projects?

• RDI 



Q14: What percentage of your current senior management team have prior M&A 
experience?

• IK



Q15: Do you typically engage outside consultants as part of the due diligence
process?

• RDI



Q16: If your response to the question above was yes, please indicate the stage(s) 
below where external consultants were used? 



Q17: If outside consulting firms are used, which of the following may be your main 
reason(s) for using them?



Q18: About what percentage of the total spend on your last M&A programme was 
Due diligence costs?



Q19: Was the level of investment stated above on Due diligence below, within or 
above your organization's appetite?



Q20: To what extent are cross functional teams generally used within your 
organization?

• CC



Q28: Are there unique challenges faced by your firm in this market that you believe 
would not be encountered if you were operating in a developed market?



Phase 2 – A Case Study Approach

• We are now engaged in the coding process for 11 in-depth semi structured 
interviews focussed on gaining greater insight into the performance Drivers.

• NVIVO is being used to code and will be used to support content analysis.



Coding Architecture



Coding Architecture



Coding Architecture



Highlights from Coding Process



Highlights from Coding Process



Highlights from Coding Process



Closing

• It is still early in the coding process and I expect that additional 
themes may emerge and existing ones adjusted as the process 
unfolds.

• Gaining regional qualitative insight however should prove invaluable 
in supporting the establishment of a cognitive model that improves 
firm decision making.


