
You’ve sat at the closing table. You 
know the feeling of euphoria when a deal 
gets done. It could be late afternoon, eve-
ning, even midnight. The ink is drying, 
handshakes begin, and somewhere a cork 
is popping.

How soon will that euphoria evapo-
rate, though, when returns on investment 
are unendingly deferred? For the execu-
tive involved in corporate strategic acquisi-
tions, that’s a critical question. Too often, 
promised returns don’t arrive as soon as 
management and other stakeholders want 
them. Too often, synergies don’t appear, 
with as many as four in five mergers or 
acquisitions not providing the return on 
investment shareholders expected.

How to best assure looked-for returns? 
Executing the steps in the deal-making pro-
cess—financial due diligence, term-sheet 
and contracts, review of intellectual assets, 
debt and equity financing, retention plans 
for key individuals—all these are impor-
tant things to do right. The same goes for 
the work post-merger: rationalizing mar-
ket offerings, combining departments and 
eliminating redundancies, cost-cutting and 
improving business processes.

But deal-making and post-merger com-
binations aren’t strategic unless those mak-
ing the deal know what their objectives 
are, and how to achieve them. Executives 
involved in decision-making on key corpo-
rate acquisitions need to ask not “Are we 
doing things right?” but instead “Are we 

doing the right things?” 
Equally important as where to focus is 

speed in decision-making and execution. 
By necessity, mergers and acquisitions hap-
pen in a compressed time-frame. In the 
high-velocity circumstances of a strategic 
transaction, it’s all the more important to be 
mindful of not only getting the deal done, 
but identifying, protecting and nurturing 
the strategic assets of the acquired entity.

Corporate finance professionals need 
a different model for how to successfully 
effect business strategy in dynamically 
shifting markets. They need a strategic 
model that can address the transforma-
tion and convergence of industries that are 
increasingly being driven by fast-evolving 
technological innovation. 

We propose that examining and devel-
oping the dynamic capabilities of organiza-
tions are vital to realizing success in stra-
tegic business combinations. We forward 
alongside it a strategic mapping process that 
allows organizations involved in acquisi-
tions or mergers to ask the right questions 
in advance, and to enter business combina-
tions with a clear sense not only of financial 
metrics but also market and business driv-
ers that can improve returns on investment.

For our definition of dynamic capa-
bilities, we rely on the seminal work of 
strategic business management theorists 
who distinguish between the traditional 
industrial markets which spurred develop-
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ment of the widely accepted competitive strategy 
model and a model that instead focuses on how 
to optimize business opportunities in rapidly 
evolving innovative markets—one we believe 
more vital in today’s environment. 

Understanding the Challenge: The Radical 
Shift in Market Drivers

A traditional paradigm for corporate acqui-
sitions suggests that business combinations 
enhance enterprise value by consolidating indus-
try sectors—increasing market share while elimi-
nating competition, and allowing cost-savings 
through synergies and a concomitant reduction 
in redundant operations. 

Traditional models of corporate strategy, such 
as those of Michael Porter and later of propo-
nents of game theory, focus on how companies 
can dominate their markets against competitors. 
However, this model is based on a historical 
understanding of what drives value in traditional 
and relatively static industries (Teece, Pisano and 
Shuen 1997). 

Neither of these is entirely wrong. But corpo-
rate value is today driven less by the dynamics 
of 20th-century industrial success and more by 
technological innovation, entrepreneurial and 
opportunistic marketing, and even digital strat-
egy. Business models based on legacy industries 
are less adequate to explaining where enterprise 
largely inheres: in opportunities that emerge in 
markets being transformed by disruptive techno-
logical change. 

This analogy cannot be lost on strategic buy-
ers. The dynamics of deals suggest that they not 
only understand what assets they stand to gain 
in effecting the merger, but what intangible and 
valuable clusters of abilities allow them to adapt 
to dynamically changing external conditions, 
even as the organization itself is evolving at high 
velocity. 

This suggests that a program for effective busi-
ness integration post-merger be based more on 
being aware of the prevailing conditions of inter-
nal and external change, and building the ability 
to identify opportunities and execute initiatives 
in fluid, complex, constantly evolving markets.

Consolidation: Making Virtue of Necessity
To understand the challenges represented by 

radical, fast-moving change, one need look no 
further than the telecommunications, media and 

entertainment industry—where consolidation is 
driven by the convergence of traditional com-
munications services, content delivery platforms 
and media, and content originators. 

Technology has been particularly disruptive 
in these sectors, uncoupling consumers from 
legacy content, communications, and technology 
providers. Consumers can now choose what con-
tent they want, on the device they want. As they 
experience choice and have access to new prod-
ucts, they in turn expect more from providers of 
products and services. Both telecommunications 
and content delivery companies react by recon-
figuring their business models to meet custom-
ers’ evolving expectations. 

Case in point? About 2.6 million U. S. house-
holds are now broadband only: neither subscrib-
ing to cable or picking up a broadcast signal. 
(Nielsen, Total audience report, Dec. 2014) That 
figure comprises 2.8% of total households in 
the US, and is more than double the percent-
age (1.1%) from the previous year. Doubtless all 
these former cable consumers are happy to forgo 
the average monthly rate of $62 for cable—or an 
average of $1.9 billion per year of cable revenue 
lost to streaming consumers. But what are cable 
providers to do? 

Said differently, it is a $70+ billion question—
to unplug or not to unplug. And it’s triggering 
a wave of consolidation. ATT acquires DirecTV. 
Charter acquires Time Warner Cable. France’s 
Altice—which like AT&T offers a quad-play busi-
ness model: television, cable Internet, and wire-
line and wireless telecommunications—recently 
bid for New York-based Cablevision, which faces 
aging infrastructure and waning attractiveness to 
consumers who are being wooed by choice and 
personalization. All are seeking to increase cus-
tomer bases, provide a greater range of content 
choices, and convince consumers not to unplug.

Will it work? That remains to be seen, for 
innovation in the sector is also seeding an indus-
try-changing value proposition for the emerging 
ecosystem of smart TVs and related devices, such 
as Apple TV and Roku, along with streaming 
services from Amazon, Hulu, Netflix and now 
YouTube. Who would have guessed ten years 
ago that both Amazon and Netflix would be 
developing original program for digital media? 
Even just five years ago, or three?

It’s a familiar Digital Age story: entrepreneur-
ial companies exploit avenues to disseminate 
content, find audiences, and sell targeted adver-
tising. Technological innovation lowers the bar-
rier to market entry; entrepreneurs with new 
products and services disrupt industries and 
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woo consumers; consumers vote with their feet; 
and legacy service providers are forced to adapt. 
Established organizations need to evolve—or 
they become their own worst enemy.

Strategy: The Missing Piece?
It seems ironic to be suggesting a strategy 

for undertaking a merger transaction. Mergers 
manifestly deal with corporate-level strategy in 
markets a company is in or has chosen to enter. 
Other reasons management may embark on a 
merger include securing valuable intellectual 
assets, adding customer and/or key contractor 
relationships, and proprietary or market-leading 
business processes.

All these are factors in decision-making when 
contemplating a merger. Surprisingly, however, 
the discrete value proposition for a merger is often 
not defined in advance of an acquisition beyond 
the oft-repeated truisms market share, top-line rev-
enue, synergy, and cost-savings through realizing effi-
ciencies. But too often the post-combination busi-
ness-level strategies put in place by the acquirer 
focus solely on integrating functional capabilities, 
eliminating those that are redundant and empha-
sizing those that are potentially value-added. 

Might this be where merger strategy routinely 
fails? After all, a poorly articulated post-combi-
nation strategy is the principal reason mergers 
fail to achieve their expected value. In two suc-
cessive books, The strategy-Focused organization 
(2001) and strategy maps (2004), Harvard 
Business School professors Robert Kaplan and 
David Norton cite a litany of studies conducted 
over a two-decade period that describe the fail-
ure of leaders to execute strategy. They conclude 
that during the 1980s and 1990s, the failure rate of 
corporate strategies was between 70% and 90%.

In an article in harvard Business review, 
“Almost Ready: How Leaders Move Up,” Dan 
Ciampa (2005) notes that the major cause of exec-
utive failure is the inability to execute strategy. 
Successfully integrating two businesses is all 
about strategy execution, yet the study to which 
Chiampa alludes, from the Center of Creative 
Leadership, found that 40% of new CEOs were 
terminated in fewer than 18 months. Another 
20% were considered ineffective but were toler-
ated by their boards.

Global strategy consultancy Bain & Co. stud-
ied the performance of companies with revenues 
greater than $500 million, in seven developed 
countries. During the best ten years ever in eco-
nomic history (1988–1998), Bain concluded that 
fewer than ten percent of these large companies 
achieved their strategic objectives, and only one 

in eight came within 33% of their growth targets. 
And the problem of ineffective strategy persists. 
In The Trouble with strategy (2012), Kim Warren 
claims that the recent recession can be attributed 
to the failure of strategies applied by private 
enterprises, not just to consumer behavior or 
government policies. 

What accounts for this decades-long track 
record of strategic underperformance? One rea-
son may be the lack of a comprehensive and 
systemic strategic framework—a grand unified 
theory, if you will—for effective strategic man-
agement after a merger that goes beyond finan-
cial metrics and efforts to streamline functions 
and realize efficiencies. 

Such a unified theory is not readily apparent. 
Instead of there being a single generally accepted 
way to do strategy, CEOs looking for help in 
developing and articulating a strategy face a 
plethora of choices, some substantially verifiable 
concepts in practice and others little more than 
buzzwords or catch-phrases that have gained 
mind-share from popular business literature. 

In the former category are concepts like com-
petitive strategy, process reengineering, total 
quality management, enterprise resource plan-
ning, and IT program management; in the latter 
arise such phrases as “passion for excellence,” 
“the wisdom of teams,” and “blue ocean strat-
egy,” inspiring phrases that in fairness to their 
originators are compelling and possibly useful, 
but in no way amount to a normative strategy on 
which to pin a complex organization’s future. 

There are others: customer relationship man-
agement, product development, shareholder 
value creation, best practices, core competencies, 
organizational design, and leadership develop-
ment. But all these doctrines or concepts, how-
ever potentially valuable, are focused on different 
functional or business-line achievements, each 
suggesting its own metrics. Each offers insights 
and prompts internal initiatives, but none pro-
vides a comprehensive integrative framework. 

None addresses the necessity for organiza-
tions to develop and cultivate the ability to act 
dynamically in rapidly evolving markets, where 
an explicit formal strategy will not work as well 
as being able to react to emerging opportunities, 
engage the organization’s dynamic capabilities, and 
realize value in complex, unpredictable markets.

Executives need a framework that allows the 
organization to execute the right types of deals, 
describing the context of an acquisition, why it 
is necessary, and what is its looked-for outcome. 
They need to communicate the strategy through-
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out the organization and align important parts of 
the organization to achieve it.

Dynamic Markets Demand Dynamic 
Capabilities

In an innovation-driven economy such as the 
present—germinated in Silicon Valley in the 
1970s and now grown to encompass the global 
innovation ecosystem—organizations need the 
capability to adapt in dynamically changing mar-
kets. They need dynamic capabilities. 

Apple, the poster child for market disruption, 
didn’t simply create new products. It revolution-
ized entire product categories, essentially invent-
ing the concept of personal computing, creating 
a channel for choosing (and paying for) one’s 
music online, creating the smartphone, and after 
its failed effort with the Newton personal digital 
assistant in the mid-1990s, succeeding well over a 
decade later with tablets able to run applications 
that help individuals manage and improve their 
personal lives. 

It is hard to ignore the success of Apple in 
virtually any context. It’s also not unimportant to 
consider the failures from which it learned: One 
way in which the company appears categorically 
more successful even than some of its contem-
poraries—Alphabet, Facebook, Microsoft, and 
Amazon—is the Cupertino company’s ability to 
commit teams to the development of ideas, but in 
highly focused, entrepreneurial efforts that bear 
fruit with appealing, highly functional, and high-
quality personal technology devices. 

iPhone, iPad, Apple Watch, now Apple TV. As 
the game changes, Apple changes the game.

Apple is joined by other innovators creat-
ing new channels. Facebook connects a global 
audience that shares information in real time. 
Amazon and Alibaba are shaping commerce 
and their related supply chains in ways that will 
change industry long-term. Tesla—yes, a car 
company—is fundamentally a technology inno-
vator in software and battery technology. Even 
GE is publicly stating it is transforming itself into 
a software company. 

In many respects, the enemy to beat isn’t the 
competitor anymore. The new enemy for the 
legacy enterprise is itself: a company that can 
no longer provide what the customer wants. 
The advent of the Digital Age is challenging 
the viability of consolidation strategies in every 
industry, not just in the telecommunications, 
media and entertainment sectors. 

For organizations considering acquisitions, 
the digital revolution demands that management 
and the advisors that support them be strategic 
not only in identifying targets but in managing 
the integrated organization after the close. After 
all, in a study by global accountancy KPMG as 
recently as 2010, fully 80% of mergers fail to 
realize expected value post-combination. Other 
studies show slightly more promising percent-
ages—but acknowledge that half of all mergers 
fail. With percentages like these, organizations 
might as well simply flip a coin to determine 
whether deals will drive value or not.

It is important, then, to challenge the cur-
rently accepted metrics of success on mergers 
and acquisitions. In the past, these have focused 
primarily on realizing synergy, product exten-
sion, and market expansion. We propose replac-
ing these with a clearer focus on the dynamic 
capabilities that underpin success for acquirers. 
When implemented correctly during a business 
combination, strategic management addresses 
all the areas necessary to guide the integration of 
two hitherto discrete organizations and sets the 
direction for a newly combined entity’s success. 

Making Deals Work: Dynamic Capabilities
Formulated in the late 1980s by academics at 

the Hass School of Business at the University of 
California at Berkeley and the Harvard Business 
School, the framing business management strat-
egy of dynamic capabilities emerged during a 
period of aggressive innovation: the digital revo-
lution as it was playing out in Silicon Valley and 
beyond, at a time of unprecedented technological 
advances and similarly fast-moving entrepre-
neurial companies. Its fundamental premise was 
the insufficiency of then-dominant models to 
adjust to rapidly evolving market opportunities. 

As that thinking has since evolved, a dynamic 
capability has come to be defined as an orches-
trated and coordinated cluster of activities that is 
essential for doing the right things. In his seminal 
article and in many subsequent publications, stra-
tegic management expert David Teece identifies 
as dynamic capabilities the organizational and 
strategic routines that join ordinary capabilities—
foundational competencies and best practices 
in those competencies – into a cause-and-effect 
chain, a configuration, which effectively empowers 
the organization to realize its strategic vision. 

As a management theory, therefore, the prin-
ciple of building dynamic capabilities empha-
sizes the key role of strategic management in 
appropriately adapting, integrating, and recon-
figuring internal and external organizational 
skills, best practices, processes, resources, and 
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functional competences to match the require-
ments of a changing environment. Teece further 
describes these as strategic configurations and 
super-processes on which an organization can 
rely to adapt to rapidly evolving circumstances. 

As noted earlier, mergers and acquisitions 
typically are planned and executed in short time-
frames. In the context of a transaction, dynamic 
capabilities describes the clusters of activities 
essential for management to deliver the looked-
for value proposed by the business post-combi-
nation. Emphasizing and implementing the com-
bined entity strategy at the outset of planning is 
the means to realizing that value. It suggests such 
a strategy be explicit from the outset of plan-
ning a transaction, discussed and incorporated 
during due diligence and deliverd upon post-
combination.

There are three distinct contexts in which the 
concept of dynamic capabilities plays a role dur-
ing the transaction life-cycle. These can be char-
acterized as sensing, shaping, and seizing. 

sensing describes the super-process from mar-
ket research and analysis to SWOT analysis and 
development to target identification; and will, 
once a target is in the transaction pipeline, include 
a review of the five forces for identifying com-
petitive opportunities (Porter 1990) along with 
analysis of competitors and assessing where com-
petitive intensity is low. This process includes 
understanding the characteristics of target con-
sumers and where ideal customers are located 
in these geographic pockets of low competitive 
intensity, allowing the acquirer to define a value 
proposition that the merger strategy can capture. 

shaping, which occurs largely after the deal 
is closed and even begins after the signing of a 
letter of intent, includes identifying how other 
opportunities surfaced during due diligence 
might best be realized, along with managing any 
issues and concerns that arise during the due 
diligence period; and, after the transaction closes, 
involves aligning the organization and its distinct 
combined capability and spinning off or elimi-
nating redundant ones). 

seizing, of course, means acting on the oppor-
tunities. Making the “right” decisions to capture 
the extraordinary value opportunities; reallocat-
ing both financial and human capital and operat-
ing strategic business models focused on satisfy-
ing customers and capturing value.

Strategy Mapping: A Systemic Strategic 
Framework 

As a potential normative model for managing 
any entity—including a newly combined one—
the reader can be expected to ask how best does 

a CEO and the board usefully engage the concept 
of dynamic capabilities before, during, and after 
a transaction.

One useful rubric is strategy mapping, a holistic, 
systemic strategic framework capable of describ-
ing how an organization intends to create value 
for its shareholders, customers and employ-
ees, developed at Harvard Business School by 
Kaplan and Norton (2004). Used extensively as 
a management tool in business and industry, 
government, and nonprofit organizations world-
wide, strategy mapping aligns business activities 
with the vision and strategy of the organization; 
guides mergers, acquisitions, and divestitures; 
improves internal and external communications; 
and allows organizations to monitor performance 
against strategic goals.

After opportunities and threats have been 
identified and the direction or vision has been set, 
the strategy map shows at a glance and on one 
page how an organization links the key value-
creating activities in cause-and-effect chains for 
the proposed transaction. Together these process 
or capability chains tell in advance the story of 
how the firm will achieve its strategic vision—
the firm’s path to success. [see Figure 1: strategic 
mapping, page 8]

In the context of a merger, acquisition or 
divesture, Kaplan & Norton’s strategy mapping 
process organizes strategy execution by asking 
key questions from four business perspectives, 
each in turn informing its successor. In order, 
those four perspectives are financial, customers, 
internal processes, and learning and growth. The 
financial perspective is the principal one for a 
profit-oriented organization, though the ques-
tions each prompts management to ask flow from 
the bottom up. But the framework clearly starts 
the cause-and-effect chain with the learning 
and growth of intangible assets, such as people, 
knowledge and processes, and only ends with 
financial outcomes, such as productivity and 
growth that drive total shareholder return and 
expected economic value creation.

To illustrate the concept, one would follow the 
map shown in Figure 1 from the bottom up. The 
objectives set in the learning and growth perspec-
tive ensure that an organization will excel at the 
internal processes, which in turn are essential to 
achieving the customer value proposition. Once 
identified, this value proposition feeds the finan-
cial results: increased growth and profitability. 
Strategic objectives at each level linked to objec-
tives set at the levels above and below. 

Following Kaplan and Norton, for profit-max-
imizing companies the financial perspective is the 
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ultimate objective of the strategy. In its simplest 
form, it has only two objectives: growth, selling 
new and/or more products or services to current 
or new customers, and productivity, reducing 
costs and/or finding ways to operate more effi-
ciently. 

From the perspective on financial objectives, 
therefore, the key question is “if we accomplish 
our strategy, if we do all that we need to do, how we 
will look to our shareholders?” Once that question 
is answered, two others follow: “What are the 
clearly defined targets, metrics, and accountabil-
ity to achieve growth and cost reduction syner-
gies?” and, “What does our integration manage-
ment approach need to be, to ensure synergies 
are aggressively pursued from Day 1 and are 
realized in a timely way?

From a perspective on the customer, the impor-
tant question is “To achieve our stated financial 
objectives, which customers do we want—and 
how will we have to be perceived by our custom-
ers to earn and retain their business?” From these 
questions follow others, including:

•	 What	are	the	clear	points	of	customer	con-
tact?

•	 How	do	we	ensure	attention	and	support	
are uninterrupted?

•	 How	do	we	identify	and	sustain	partner	and	
channel relationships?

•	 How	 do	we	 ensure	 our	 customer	 value	
propositions and product roadmaps are 
clearly communicated and understood?

•	 How	do	we	ensure	we	have	a	clear	branding	
strategy?

Everything the organization aspires to achieve 
financially depends on the impact its products or 
services have on its customers, and the experi-
ence it creates for them. 

Customers buy for three reasons: value proposi-
tion, relationship, and brand. The value proposition 
comprises whether and how the attributes of 
your product or service meet customers’ needs, 
in terms of price, quality, innovation, availability, 
selection or functionality. Relationships amplify 
the value proposition by incorporating the qual-
ity of service to customers, including their experi-
ence of the brand at its multiple touch points, and 
the strength of bonds forged through personal 
relationships. Together, these two contribute to 
the third: the overall perception of customers 
of a company brand. Becoming a market-leader 

means customers have achieved a comfort level 
with the brand that extends to the overall appeal 
of its product and service mix. (Again, it is hard 
not to think of Apple when seeking to describe 
the quality of the relationship customers have 
with a company’s products and services and the 
brand.)

Third is the internal perspective, where execu-
tive management’s key questions should include 
“At which processes must we excel, in order 
to achieve our customer value proposition?” 
and “How do we ensure appropriate plans are 
in place for all businesses, functions and loca-
tions on Day 1?” Certainly to keep the prom-
ise with one’s customers, an organization must 
excel at certain internal processes, many could 
be described at this level of the strategic map. As 
examples, we offer four:

•	 operational processes that ensure that you can 
deliver what the customer wants and you 
can do this profitably.

•	 marketing and sales processes that ensure that 
you get and keep the customers you want, in 
the segments and markets you want.

•	 processes that promote innovation, to ensure 
that your products and services remain rel-
evant and product development processes 
that speed the velocity of new products to 
market.

•	 ecosystem processes such as creating strategic 
partnerships, ensuring regulatory and legal 
compliance, social responsibility processes, 
and building trust with financial institutions 
(Teece, 2012).

Last is the body of strategically aligned intan-
gible assets that allow organizations to excel at 
these processes, what we call the learning and 
growth perspective. Here the key question is: “In 
order to excel at the internal processes that sup-
port our customer value proposition, how must 
we grow and what must we learn?” From that 
question arise these others:

•	 What	will	be	 the	composition	of	 the	gov-
ernance team and the optimal post-combi-
nation organization structure? Do we have 
clearly defined line-management roles?

•	 Do	we	have	a	communication,	change,	and	
cultural integration plan that allows us to 
reach all stakeholders with accurate, clear, 
concise and compelling messages about the 
reasons for and value of the transaction?

•	 Have	key	employees	been	 identified;	are	
morale issues being addressed; and are 
incentives in place where appropriate?
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•	 How	do	we	ensure	our	organization	acts	
quickly and decisively?

Following Kaplan and Norton, the strategy 
map divides intangible assets into three catego-
ries. The first, human capital, ensures that the firm 
has the right number of people with the required 
technical skills to excel at vital processes, and 
that these resources are strategically deployed to 
capture opportunities with the highest potential 
economic value. The second, knowledge and infor-
mation capital, develops, protects and deploys 
the firm’s intellectual property, and ensures that 
the firm’s IT systems, networks and infrastruc-
ture support the strategy. Third is organizational 
capital, which ensures that through its culture, 
leadership, teamwork and alignment systems, 
the organization can sustain the changes needed 
to execute the strategy.

Thus does the strategy mapping process show 
how chains of dynamic capabilities start with the 
learning and growth of intangible assets, such as 
people, knowledge and processes, and end with 
financial outcomes, such as productivity and 
growth that drive total shareholder return and 
expected economic value creation.

Strategy Mapping and Dynamic Capabilities
During the post-combination strategy devel-

opment process, objectives are developed at each 
level of the strategy map to create best practices 
or core competencies around activities that are 
essential to achieving the strategy. These foun-
dational elements might include, for example, 
competencies related to developing A+ technical 
and nontechnical skills, a global IT infrastructure, 
an innovative R+D team, an effective recruiting 
process, a product development process, or a 
strong sales team. This foundational step, creat-
ing best practices and competency in key areas of 
the company, is only the beginning of transform-
ing an organization into one that can realize the 
strategy’s vision of the combined firms. 

But strategy mapping does not in and of itself 
constitute a complete framework. It helps organi-
zations create the building blocks, then the links 
in the chain must be joined into stratégique rou-
tines or super-processes that are essential to cre-
ating value. It’s one thing to have a best practice 
around recruiting or training—an ordinary capabil-
ity. It’s another to have the right people doing the 
right things, in the right place and with the right 
people, at the right time—a dynamic capability.

One of the criticisms of the strategy map-
ping process is that, as it has often been applied 
in organizations that are developing strategy, 
causal links between perspectives are not suffi-

ciently articulated to make them useful for “oper-
ationalizing” the strategy. We believe that the 
importance of this crucial step is emphasized and 
elucidated through the concepts of “Dynamic 
Capabilities.” 

In some organizations, the chain of founda-
tional capabilities may create an identifiable, 
specific process or a strategic routine (Eisenhardt 
& Martin, 2000, pp. 1107-1108). In others, particu-
larly in high-velocity markets, ongoing strategic 
management is essential because the dynamic 
capability required to capture an opportunity 
may require a leader to quickly orchestrate a 
unique configuration of processes or founda-
tional capabilities for a particular time and pur-
pose and then dissolve it when it loses relevance 
(Teece, 2012b, p. 1398). 

Dynamic capabilities are therefore “meta-
competencies” that orchestrate operational com-
petencies (Teece, 1986, 2006, 2007, 2012b). A 
leader’s management of the strategy processes is 
semi-continuous, and decreases or increases with 
the velocity of the market or the velocity of the 
business situation, such as in a merger or acquisi-
tion. To summarize, leaders cannot get what they 
want if they fail to manage dynamic capabili-
ties; they cannot achieve supernormal profits (or 
gain free cash flow) without orchestrating the 
dynamic capabilities unique to the firm’s com-
petitive advantage.

Here’s a simple example of the chain of cause-
and-effect linkages along one strategic theme: 
“growth through increased sales post-acqui-
sition.” To realize this value proposition, you 
might begin by gauging the strength of your 
newly combined research and development pro-
cesses, then deciding how to improve that R&D, 
and training your people in lean management 
and Six Sigma techniques. Doing so can improve 
the quality of design and manufacturing pro-
cesses, which in turn improves the functionality 
of your product and the speed at which new 
products come to market. Correspondingly, a 
marketing campaign focused on innovation and 
product reliability can be expected to improve 
customer satisfaction and long-term customer 
loyalty, which leads to increased sales. From 
the Kaplan and Norton’s four perspectives on 
the strategic map, the organization identifies the 
chain of cause-and-effect objectives, its dynamic 
capabilities, which must be achieved for the 
growth strategy to be executed and value to be 
realized.

Conclusion
To be successful in today’s complex markets, 
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parties involved in a business combination must 
look beyond realizing greater market share, addi-
tional revenues, and higher profits in existing 
product lines. Management must look beyond 
anticipated synergies and cost-savings. It must 
even look past the rationalization of an intel-
lectual asset portfolio or the ability to grow the 
talent base of the organization. 

None of these objectives is to be disregarded 
but today’s CEOs must have a clear vision for 
how merged organizations’ collective capabili-
ties allow a combined entity to adjust to and 
exploit markets it may not even yet know exist. 
Management needs to focus on how the orga-
nization can embed the principles of sensing, 
through target identification and the diligent 
transactional due diligence, the attractive and 
valuable dynamic capabilities that will allow it to 
best take advantage of opportunities; shaping the 
business by prioritizing and implementing those 
capabilities; and seizing the underlying expected 
deal value.

This concept also proposes to alter fundamen-
tal assumptions about the role and skills needed 
from the organization’s third-party advisors: the 
lawyers, investment bankers, accountants, and 
other strategic advisors who are at the tip of the 
spear on deal review, long before a letter of intent 
is crafted and negotiations begin. These advisors 
need to assist management in leading these three 
key activities, and, in turn, may want themselves 
to understand and appreciate how the need for 
dynamic capabilities makes them more valuable 
to their clients, during the deal-making period 
and beyond it.
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