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While M&A as a lever to drive growth, innovation, and transformation is more vital than ever, 

most companies struggle to use M&A effectively. Leaders often attribute this struggle to 

the difficulties of executing or integrating M&A, but we believe that the root cause is more 

fundamental: a failure to link M&A to a strategy for the future.

This failure manifests itself in several ways. Many companies have strategies that focus 

only on the near-term and that do not contemplate major industry or environmental 

changes. As a result, M&A scans are likely to surface only the most obvious candidates—

where competition for deals drives up premiums. Companies that do consider bolder 

M&A moves may end up making bets that are hard to justify. Even when a robust long-

term strategy is present, it often fails to consider the optimal role of M&A in achieving 

the strategy. Finally, once a deal is made, these problems can be compounded when the 

acquirer prioritizes short-term tactical objectives—such as realizing synergy targets—at 

the expense of longer-term, more transformational growth goals.

Without the proper strategic framing, M&A 

has little chance of having long-term impact. 

This is borne out by the numbers: more than 

70% of mergers and acquisitions fail to deliver 

on their expected financial benefits.1 And yet 

M&A continues to be an imperative for large 

organizations. Companies with more than $1 

billion in revenue typically depend on mergers 

and acquisitions to deliver as much as 30% to 

50% of their growth.2  Meanwhile, the pace 

of “creative destruction” within industries has 

accelerated over the past 50 years, and the 

lifespans of large companies are shrinking, with half of the S&P 500 expected to be replaced 

over the next 10 years.3  This increased turnover heightens the need for companies to 

continually reinvent themselves and to use M&A as a key enabler to accelerate where the 

organization is going. 

But our consulting work and research reveals significant benefits when companies take a 

“future-back” approach to strategy and M&A. This involves developing a long-term strategy 

that incorporates a granular understanding of the role M&A will play in executing it. In doing 

so, leaders can overcome known shortcomings and design a purposeful M&A program that 

delivers impact.

 

Once a deal is made, the acquirer 
often prioritizes short-term 
tactical objectives—such as 
realizing synergy targets—at 
the expense of longer-term, 
transformational growth goals.
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Examples of Strategic M&A

Leaders must look beyond consolidating existing markets and towards aligning key deals 

with a long-term vision of the future. To be sure, moving into new markets is a challenging 

proposition. But the potential rewards are commensurate with those challenges. One  

example is Google’s 2005 acquisition of Android for $50 million. The deal was small 

enough to barely make the business press at the time. But Google saw in the startup the 

beginnings of a major growth initiative in smart phone technology that led to the world’s 

largest mobility platform.

Disney’s $7.4 billion acquisition of Pixar was also driven by a strategic vision. Pixar’s 

content not only meshed well with the Disney brand but also supported its franchise-

focused growth strategy combining powerful storytelling with cutting-edge technology. 

Since the 2006 deal, Pixar has continued to unleash a string of hit movies while also 

bringing fresh leadership to Disney’s own separate animation division.

For an even more systematic example, we can look to IBM after Sam Palmisano was named 

CEO in 2002. IBM developed and executed a 2010 strategic plan for moving into higher-

value software and services. Key themes included Business Analytics, Smarter Planet, and 

Cloud Computing. As a result of this strategic and synergistic approach to M&A, IBM’s 

average acquisition (2002-2005) doubled its direct revenue within two years.  By 2010, IBM 

had remade itself into a company better known for its business analytics capability rather 

than computing devices—and surpassed original financial targets.  

Future-Back Strategy – the Right Framing for M&A

What all these M&A programs had in common was a strategic vision. By contrast, strategic 

planning in most large organizations has a short-term focus; indeed, it is often simply 

an annual budgeting exercise. This is (somewhat) understandable given the quarterly 

performance pressures leaders are under from shareholders, but it comes at a cost: a 

“present-forward” strategy that extrapolates from assumptions about the past and present, 

without sufficiently contemplating the future and how it might be different. 

It is essential for leaders to develop a shared, long-term view of the future and the 

company they want to create for that future. Such a view is critical for having the 

conviction required to make near-term resource and investment decisions that have a 

longer-term, transformational impact—including decisions about M&A. Future-back 

strategy is designed to address that challenge. 
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A future-back strategy is best developed through a series of “leadership dialogues” with 

the top executive team. Leaders start by examining transformational trends, internal 

capabilities, and current growth momentum. Through structured discussions, teams 

align around a set of assumptions that describe a shared view of the future. The key is not 

to develop complete certainty around these assumptions (which is impossible), but to 

make them as accurate as possible and to make them explicit. Having this clear view of the 

future world is what enables the leadership team to make considered choices about long-

term strategy—where to play and how to win.

Designing the Future-Back M&A Program

Developing a future-back strategy provides a leadership team with the right strategic and 

financial clarity to make the big decisions about how and when to use M&A. Critical issues 

include: 

1. When to build, buy, or partner:  Very few companies can execute on new strategic 

opportunities with the skills on board today, which is why partnerships and 

acquisitions are required.

2.  How to reallocate capital to support both the core and new businesses: M&A will 

require capital sourcing, and the financial decisions must be integrated into the plans 

for earnings, debt, dividend payout, share buy-back, and other investments. 

3. What to stop doing:  Companies need to determine select areas to focus on and stop 

doing what does not have strategic and financial merit.

Aligning the company on these decisions will create a clear point of view about how 

M&A contributes to the portfolio of current businesses, adjacencies, and new strategic 

opportunities that are part of a long-term growth plan. This alignment yields a “north star” 

vision that guides planned investments and financial expectations. The objective is to do 

deals that are purposeful, proactive, and powerful to accelerate your competitive leadership 

and your long-term strategy.
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The Guiding Principles of Future-Back M&A

1. Set M&A goals that clearly support long-term aspirations.

2. Be disciplined in pursuing acquisitions that align to these strategic and financial 

aspirations.

3. Ensure that your approach to due diligence enables the strategic M&A objectives.

4. Assess leadership talent and align the right leaders to execute integration.

5. Adopt an integration approach that builds, preserves, and drives value by balancing 

short-term tactical goals with longer-term strategic ones. 

6. Put in place a performance management system that ensures accountability of the 

strategic and financial expectations of the deal and delivers transparent results to the 

Board and shareholders.
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A B O U T  I N N OSI G H T

Founded in 2000, Innosight is a growth strategy firm focused on helping organizations design and create 
the future, instead of being disrupted by it. We work with clients across a range of industries to build 
new growth ventures, develop innovation capabilities, and accelerate organizational change. For more 
information, visit www.innosight.com.

END NOTES

1  The New M&A Playbook, by Clayton Christensen, Richard Alton, Curtis Rising, and Andrew Waldeck (Harvard Business Review, March 2011)
2  Unlocking M&A Value at Every Step, from strategy through integration, by Moni Miyashita et al (McKinsey, 2014)
3  Corporate Longevity: Turbulence Ahead for Large Organizations, by Scott D. Anthony, Patrick Viguerie, and Andrew Waldeck (Innosight, 2016)

   IBM publicly reported an initial 50% annual revenue growth among its acquisitions from 2002 to 2005. See: https://www.ibm.com/investor/att/pdf/ 
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