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Number of closed technology deals and deal value by sector, $US million 

 

Source: Thomson Reuters
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Technology deals are down, but certainly 
not out 
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Welcome to the third-quarter 2011 update 
of PwC's US technology M&A insights. How 
does the saying go, "May you live in 
interesting times?" Well, this was most 
certainly an interesting quarter.   

The Arab Spring gave way to the Summer of 
Libyan liberation. Washington began to get 
serious about plans for the 2012 
presidential election, as manifested in 
severe political brinkmanship over the 
raising of the debt ceiling. A last-minute 
deal staved off a government shutdown but 
led to a historic US credit rating downgrade 
by S&P in early August that rippled through 
the markets. Throughout, the continued 
9%+ unemployment rate and declining 
consumer confidence fed growing corporate 
pessimism about the remainder of the year.    

Forrester, Gartner, and other technology 
research firms took these factors into 
account as they adjusted their 2011-12 
forecasts to a less bullish tone. 

Farther afield, but no less relevant, the 
reemergence of a Greek default threat 
placed strains on the euro and further 
rattled global markets. By the end of the 
quarter, Dow Jones, NASDAQ, and the S&P 
500 all closed down 11% or more from the 
start of the quarter. Perhaps the only 
winners in the quarter were borrowers who 
took advantage of the lowest interest rates 
since the 1970s. 

Technology deal makers have been 
monitoring these trends, as evidenced by a 
strong July that turned into successive 
declines in deal volume for August and 
September. In the end, total closed deal 
volume for the quarter dipped slightly from 
Q211 but could not live up to historical 
precedents, dropping almost 25% from 
Q310. 

Deal makers weren't the only ones watching 
these market gyrations. The initial public 
offering (IPO) market in the United States 
came to a screeching halt by the latter half 
of the third quarter. The quarter's five 

listings were a 77% drop from Q211. 
Technology companies made up four of the 
listings, with the online real estate service 
Zillow likely the most well known. As 
market uncertainty continues, IPOs are 
expected to languish through year end. 

As one door closed, another opened with 86 
venture-backed technology M&A exits 
during the quarter, an increase of 33% over 
Q211. Valuations appeared to hold at the 
first part of the quarter but waned in line 
with market declines in the latter half. 
Interestingly, several technology 
acquisitions were so-called "dual track" 
exits, whereby the acquired companies were 
preparing for an IPO but changed direction 
prior to listing, instead opting for a buyout 
route. 

In the midst of this economic malaise, 
technology has remained one of the few 
sectors to grow, thanks mainly to its genetic 
predisposition toward continuous 
innovation. Against the backdrop of ups 
and downs, winners and losers, the industry 
has not wavered in its march toward 
convergence of software, hardware, and 
services.   

Cloud computing, in its myriad forms, 
continues to be one, if not the driving force 
behind technology companies' strategic 
decisions. Ubiquitous access to media, 
corporate/personal data, and social 
networks represents the core focus of both 
internal and sought-after external 
innovation activities. For the technology 
majors, tapping into "the cloud" is not a 
question of cost — their available cash 
reserves only continue to increase — but 
one of time to market. So we believe that 
technology M&A will remain an active part 
of the corporate toolkit as innovation buys 
outweigh economic gloom. 

This focus is likely to be reflected in a 
continued concentration of deals worth less 
than $500 million (younger companies with 
innovative technologies). But companies 
will look across the sector for 

transformational deals that realign their 
markets, where the synergies of immediate 
access to new customers or markets 
outweigh the risks of a successful 
integration. In short, prepare for more 
interesting times to come. 

Technology M&A will remain an 
active part of the corporate 
toolkit as innovation buys 
outweigh economic gloom. 

 

Key announced transactions 

As the previous two quarters revealed, 
despite a decline from 2010 in the overall 
volume of transactions, quarterly deal value 
continues to be elevated by large 
transactions peppered amongst middle-
market deals. The third quarter continued 
this trend, with several multibillion-dollar 
transactions announced during the quarter. 

Some of the industry's most prominent 
players announced transformational deals, 
making the third quarter the largest in 
announced M&A value in several years: 

 Google announced the $12.5 billion 
acquisition of Motorola Mobility, a 
dedicated Android partner spun off by 
Motorola less than 10 months ago. The 
acquisition represents Google's first 
entrance into the hardware market 
with the pending addition of 
Motorola's suite of mobile products 
(and patents for the Android 
ecosystem). 

 Concurrent with Hewlett Packard's 
announcement this quarter of plans to 
consider a spin-off of its PC division 
(subsequently cancelled), HP 
announced the acquisition of UK 
software provider Autonomy 
Corporation for $11.7 billion in cash.  

 Broadcom announced the acquisition 
of NetLogic for $3.9 billion, expanding 
the chipmaker's market share in the 
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growing segment of streaming video 
and data.  

While corporates drew attention with some 
of the largest technology deals announced 
in several years, private equity firms 
remained active, with several deals topping 
$1 billion announced during the quarter 
including: 

 Blackstone's acquisition of healthcare 
revenue and payment cycle 
management company Emdeon in a 
public-to-private transaction valued at 
$3 billion. 

 Providence Equity Partners' 
$1.6 billion acquisition of Blackboard 
Inc.; Providence announced the deal 
before completing its $1.9 billion 
public-to-private acquisition of SRA 
International announced in Q211. 

 Hellman & Friedman's acquisition of 
Sungard's Higher Education business 
for $1.8 billion in a transaction that 
will combine the company with existing 
portfolio company Datatel. 

 

Key closed transactions 

The volume of deals closed in third-quarter 
2011 dipped slightly (78 in the current 
quarter versus 85 last quarter) while deal 
value remained relatively flat at 
$26.6 billion. After July 2011 saw total deal 

value and closures at their highest levels for 
a single month since 2010 (36 deals closed 
at a combined value of $12.2 billion), deal 
volume and value declined through the end 
of the quarter, with 28 deals closed in 
August and only 14 deals closed in 
September. Remarkably, July was also the 
highest month in terms of deal value in 
2010, with 35 deals closed at a total deal 
value of $19.3 billion. As a result, deal 
volume and value are down significantly 
from third-quarter 2010, which represents 
the highest volume and deal value for a 
single quarter in the last nine quarters.  

Seven deals in excess of $1 billion closed 
during the third quarter with a combined 
value of $16.9 billion, the highest number of 
mega-deals since third-quarter 2010. 
Overall deal volume continues to remain 
lower than the average quarterly volumes of 
2010 (78 deals versus an average of 98 per 
quarter in 2010). Strong representation of 
large transactions elevated overall deal 
value and resulted in average deal value for 
the quarter of $341 million, well above the 
2010 average of $275 million and the 
averages for the first two quarters of 2011. 

The largest transactions closed during the 
quarter include: 

 Texas Instruments acquired analog 
chipmaker National Semiconductor, 

which closed in September at $6.4 
billion.  

 CenturyLink acquired Savvis for 
$3.2 billion in cash and assumed debt, 
improving CenturyLink's managed 
hosting and colocation services. 

 Golden Gate Capital and portfolio 
company Infor completed the 
acquisition announced last quarter of 
Lawson Software for $1.9 billion. 

 Electronic Arts acquired PopCap 
Games for $1.3 billion in the industry's 
largest acquisition since the merger of 
Activision and Vivendi. 

The third quarter of 2011 witnessed a shift 
in deal focus, with transactions largely 
concentrated in the software and IT services 
sectors, contributing 49% of deal value and 
58% of deal volume between the two 
sectors. The semiconductor sector, while 
contributing only 9% of deal volume during 
the quarter, was the highest contributor to 
deal value at 29% because of the TI-
National Semiconductor deal.  

Hardware deals, which provided a stable 
base of M&A activity in 2010, contributed 
only nine deals with total deal value of less 
than $2 billion. Internet deals, which 
contributed the most in terms of deal value 
in Q211 at $7.3 billion and 26 deals closed, 
declined to $3.8 billion in Q311 with 15 
deals closed during the quarter. 

Closed deal value by sector, $US millions  Closed deal volume by sector 

 

 

 

Source: Thomson Reuters   
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Closed US deals by value 

Comparison of total deal value 

 
 

 Q3’ 10 Q2’ 11 Q3’ 11 

$ in millions, except # Number of deals Total deal value Number of deals Total deal value Number of deals Total deal value 

<$50M  34  960  24   781   29  821 

$50M to $100M  22  1,488  9   649   18  1,247 

$100M to $250M  23  3,606  21   3,539   10  1,665 

$250M to $500M  6  1,986  20   6,700   10  3,583 

$500M to $1B  10  7,094  6   4,382   4  2,385 

>$1B  9  20,006  5   10,724   7  16,923 
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Preserving deal value through go-to-
market integration 
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Business models are rapidly changing and getting more complex 
as technology companies search for growth opportunities and 
ways to maintain their competitive position in a continuously 
evolving landscape. Recent M&A trends show Silicon Valley 
companies continue to acquire targets with offerings outside their 
core customer and product base in an effort to expand market 
share and remain competitive. A recent PwC survey of Silicon 
Valley companies found that 78% of respondents had acquired a 
target with a different customer base and/or product/solution 
offering in the past two years.  

M&A trends indicate a shift in the industry away from 
consolidation deals to market expansion and transformative 
deals. This shift in focus requires a change in the approach 
companies have traditionally taken toward integrating 
acquisitions. With such a large percent of deals involving the 
acquisition of non-core products or customers, acquirers must 
preserve the value of deals and grow the top line of the combined 
company. A focus on the integration of go-to-market functions 
will help ensure these objectives are accomplished. 

 

of survey respondents 
acquired outside of their 
current customer base or 
product offering 

 

PwC defines go-to-market (GTM) integration as the activities 
taken to integrate an acquired company’s customers, channels, 
processes, and systems into the buyer’s go-to-market 
environment. Broadly speaking, this does not mean a full 
consolidation of the acquired company’s people, processes, or 
infrastructure, but rather development of a well-thought-out 
solution to combine with the acquired company in a manner that 
preserves value and drives top-line growth.  

Leading companies use at least two distinct frames of reference, 
the customer experience view and the internal process view, 
throughout the deal life cycle to accomplish acquisition and 
integration objectives.

 

 

Understanding GTM integration challenges and 
evolving M&A processes 

Recent survey results indicate that companies are not always 
successful in achieving their go-to-market integration objectives, 
even though these synergies account for more than half of the 
overall deal value (Figure 1). In fact, only 61% of surveyed 

companies reported success in achieving GTM synergies. 
Respondents indicated there were varying reasons contributing to 
success or lack of success. Understanding the challenges within 
each of these areas may help increase the likelihood of success on 
subsequent acquisitions and help companies evolve their GTM 
M&A processes.
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Awareness Shopping Ordering Implementing Using Upgrading
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Figure 1:  Go-to-market synergies  Figure 2:  Go-to-market integration complexity 

 

 

 

Source: PwC analysis  Source: PwC analysis 

 
 

GTM integration considerations 

Prevailing M&A wisdom has prescribed speed is of the essence 
when integrating an acquisition to capture deal value and address 
uncertainty across key stakeholders. But even though speed is 
important, the primary directive should be to preserve the 
acquired company's value and establish a platform for continued 
growth beyond what either the buyer or target could have done 
independently.   

Acquiring companies with products and customers outside the 
core demands precision and leaves little room for execution error, 
as it is easier to retain employees or customers than try to win 
them back. This risk can often create the need for a longer 
integration time frame for GTM functions. Recent trends indicate 
companies are often integrating back-office functions such as 
finance and human resources within the first six months of close, 
while leaving front-office functions as “stand-alone” for a period 
of time. Common reasons include needing more time to 
understand the acquired business and developing an integration 
solution to address different customers, products, channels, 
geographies, and technologies supporting both customer facing 
and internal processes. 

Understanding which areas of GTM integration are the most 
challenging can help shape how companies plan and execute 
integration activities. Survey results indicate, and our own 
experience confirms, the areas of supply chain, system integration 
(lead-to-order), routes to market, sales force and incentive 
alignment, and product integration are the most complex to 
integrate (Figure 2). 

Evolving approaches for deal screening, 
diligence, and integration 

In today’s competitive environment, deal screening and diligence 
often occur during very compressed timelines, with minimal 
people involved because of confidentiality concerns, competitive 
pressure, and the desire to get the deal completed. While this 
dynamic may be always present, companies should consider the 
following to increase their likelihood of success in planning and 
executing acquisitions: 

 Shift the mind-set – Instead of focusing solely on deal 
breakers, focus on deal value drivers and potential dis-
synergies associated with the acquisition. The acquired 
company’s business model may be different (different 
customers, products, markets, geographies), and the buyer 
may need to consider operating the target on a stand-alone 
basis for a period until a solution can be defined on what and 
how to integrate. An early focus on deal value will increase 
the likelihood of success. 

 Invest for success – Consider what incremental 
investments may be required to ensure acquisition objectives 
succeed. A target may have a unique business model 
supported by a best-in-class infrastructure or processes that 
drive a unique competitive advantage. To succeed in 
leveraging this advantage, the buyer may need to upgrade 
infrastructure or change established processes. Buyers may 
also consider factoring in a slower ramp time for capturing 
revenue synergies to ensure they obtain alignment across key 
GTM areas.  
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 Ask the right questions – Asking basic questions about 
GTM integration will help identify weaknesses in overall deal 
planning assumptions and allow companies to identify areas 
where greater integration planning focus is needed. Examples 
include:  
- What is our approach toward interacting with the 

acquired customer base? 
- How will products and technologies be integrated?  
- Will the acquired company be its own business unit or 

integrate into an existing BU?  
- How will routes to market and channels be defined?  
- What geographies will we focus on?  
- How will the sales teams integrate?  
- What sales quotas or targets will be set?  
These and other similar questions will help shape the 
discussion for each deal and help minimize the likelihood of 
surprises or missed expectations. 

 Involve the right people – Although confidentiality is 
important during the screening and diligence phase, having 
the individuals responsible for executing the integration 
activities involved early in the planning phase will help 
identify roadblocks, value inhibitors, and opportunities to 
unlock value sooner in the deal life cycle. This important 
aspect is often overlooked, as noted by survey respondents.   

Figure 3 shows which functions are typically involved in 
integration planning and execution, sorted by the largest gap 
between involvement in GTM planning versus GTM execution. 
Results show that key GTM stakeholders (sales operations, 
business unit operations) are not as involved in the planning 
phases. Companies should consider bringing in the business unit 
or sales operations leaders as part of integration planning. Doing 
so will help validate planning assumptions and contribute to 
greater engagement or buy-in during the integration 

Conclusion 

Go-to-market integration is challenging — especially when 
acquiring a target company with different customers or products. 
Companies can mitigate risks to deal success through 
understanding their key go-to-market integration challenges and 
applying a concerted focus throughout the deal process. Odds of 
success increase when the right people are involved at the right 
time, ask the right questions, and factor in the time and costs 
required to drive and deliver success. 

 

Figure 3:  GTM integration planning involvement versus GTM integration execution (sorted by gap) 

 

Source:  PwC analysis 
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About Transaction Services 
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Smart deal makers are perceptive enough to see value others have missed, flexible enough to adjust for the unexpected, aggressive 
enough to win favorable terms in a competitive environment, and circumspect enough to envision the challenges they will face from the 
moment the contract is signed. But in a business environment where information can quickly overwhelm, the smartest deal makers look 
to experienced advisers to help them fashion a deal that works. 

PwC's Transaction Services group can advise technology companies and technology-focused private equity firms on key M&A decisions, 
from identifying acquisition or divestiture candidates and performing detailed buy-side diligence, through developing strategies for 
capturing post-deal profits, to exiting a deal through a sale, carve-out, or IPO. With more than 7,700 transaction specialists in 90 
locations worldwide, we can deploy seasoned deal teams that combine deep technology industry skills with local market knowledge 
virtually anywhere and everywhere your company operates or executes transactions. 

Although every deal is unique, most will benefit from the broad experience we bring to delivering strategic M&A advice, due diligence, 
transaction structuring, M&A tax, merger integration, valuation, and post-deal services. In short, we offer integrated solutions tailored 
to your particular deal situation and designed to help you complete and extract peak value within your risk profile, whether your focus is 
deploying capital through an acquisition or joint venture, raising capital through an IPO or private placement, or harvesting an 
investment through the divesture process. 

For more information about M&A and related services in the technology industry, please visit our website at 
www.pwc.com/ustransactionservices or www.pwc.com/technology. 

About the data 

We define M&A activity as mergers and acquisitions where targets are US-based companies acquired by either US or foreign acquirers 
or foreign targets acquired by US technology companies. We define divestitures as the sale of a portion of a company (not a whole 
entity) by a US-based seller. 

We have based our findings on data provided by industry-recognized sources. Specifically, values and volumes utilized throughout this 
report are based on completion date data for transactions with a disclosed deal value greater than $15 million, as provided by Thomson 
Reuters as of September 30, 2011, and supplemented by additional independent research. Information related to previous periods is 
updated periodically based on new data collected by Thomson Reuters for deals closed during previous periods but not reflected in 
previous data sets.  

Because many technology companies overlap multiple sectors, we believe that the trends within the sectors discussed herein are 
applicable to others as well. Technology sectors used in this report were developed using NAIC codes, with the semiconductor sector 
being extracted from semiconductor and other electronic component manufacturing codes by reference to SIC codes. In certain cases, 
we have reclassified deals regardless of their NAIC or SIC codes to better reflect the nature of the related transaction.  
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