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Summary Description of Discussion
ACG Chicago’s International Committee hosted an invitation-only breakfast roundtable with corporate executives responsible for international expansion. The informal discussion included senior executives from companies such as Illinois Tool Works, IDEX Corporation, Littelfuse, and WMS Industries and focused on methods to encourage deal flow through their own business unit leaders, suppliers and other internal parties.  Among other topics, our participants shared how their companies internally communicate objectives, manage deal flow and motivate internal operations people to generate ideas for new transactions. 

Our discussion themes included the following:

· Every Deal Needs a “Champion.”  The participants agreed that new acquisitions and investments, no matter how attractive, are unlikely to be consummated and integrated unless operating team members become the champion for the deal. Enthusiasm by business/corporate development or M&A professionals is not sufficient unless the operating team buys-in and promotes the strategic rationale.  Someone commented that closing the deal is only the end of “Chapter 1” in the process, that the champion is needed to actively participate in the integration. The operating team member can also act as the “good cop” who will be involved in integration and on-going operations, while the business development or M&A person can take a harder line through the negotiation process. 
· Who Runs the Transaction? Corporate Development vs. Operating Units.  ITW is well-known for having its business operating units (some 850 in total!)  source deals and take the lead in negotiating and concluding transactions. The comment from companies following this decentralized school of thought is to focus on helping the business units get past the goal line.  Other companies have corporate development professionals manage the deal process, yet making sure that the operating teams buy-in and are prepared to take responsibility for integration and operation. 
· Financial Incentives for Sourcing Deals?  Most participants were part of companies that recognized executive contributions to sourcing deals, though in a flexible manner reflected in bonuses, options or longer-term incentives and not as a straight formula such as a “success fee” upon closing (though one participant noted the policy of a company later embroiled in scandal to pay-out a percent of the net present value of expected returns from sourced deals). Business unit managers benefited from growing their units from acquisitions as well as organic growth by hitting bigger numbers and receiving options and other bonus components to reflect their success. One participant noted that this was partly reflective of the personality and ambition of individual business unit managers, with some devoted to building larger platforms. Some downside was noted in offering an incentive for closing acquisitions - this could cause management to lose focus on organic growth or lead business development teams to pursue closing, even when it does not make long-term sense. 
· Who on Team Sources Foreign Deals?  Examples included a person working for the company and based in Asia (and fluent in Mandarin) who can act as a supplement for a business development head less familiar with Asia. Another mentioned Europe-based managers who can develop a comfort level with old-line family businesses when the business development head might have less success than outsiders.  Other participants spoke of low-cost internal deal research resources, including interns and a team based in Asia.  

Though we did not focus the discussion on intermediaries, one company mentioned success with a European intermediary exclusively focused on that company’s industry space and which could operate for success fees without retainers. The same company had cultivated European PE sources but without success in getting an insider track and proprietary flow.

· A Greater Willingness to Source Smaller Deals in Growth Markets?  Participants expressed concern over the equivalent time commitment and process necessary to source and execute a $20 million deal as compared with a $200 million deal. Yet, in a market such as China or India growing at 10% per year, even a company with revenues of $5 million per year could quickly grow and justify the time commitment. One plus in pursuing a smaller acquisition is to treat it as a “test acquisition” to “learn the ropes” in a new market and then move to larger targets or expand the acquired platform. 

In pursuing deals in growth markets (e.g. China and India), other factors could lead to a fall-back choice as a joint venture or even a private label or other contractual relationship. The risks of finalizing an acquisition may be higher, but options may exist. 

· Training Programs for Doing Deals. ITW runs a formal day and a half training program for teaching key business unit managers how the process works in sourcing, and executing transactions. The program includes sections on courtship, legal matters, valuation, due diligence, fiduciary responsibilities, integration, and case studies. 

· What Are Some Burning Needs?  One participant sought a template for organizing execution tasks, largely to transition from due diligence to integration. A few participants raised their hands as possible informal sources of templates for follow-up.

· What Markets are Participants Chasing? This varied by participant  -  from North American and Europe to BRIC countries. One noted the UK, Germany and Northern Europe, with some China focus, though not Brazil (for industry reasons) and not India (due to a perception that the market may be too difficult for this company).  Leveraging existing China relationships and operations remains a theme for many, and the opportunity, yet hard work, to succeed in India was also mentioned. 

ACG Chicago’s International Committee intends to follow this event with other international roundtables, including some focused on international business development. We welcome your input on discussion themes and potential participants.

The roundtable was put together by the International Committee working group including Chari Aweidah of LJ Soldinger Associates, Jim Valderama of Grant Thornton, and Miles Greer of Amherst Partners, along with Mike Carsella of Global ABL (co-chair of the International Committee) and David Laverty of InternationalCounsel (who has spearheaded the roundtable format and is the other co-chair of the Committee). Craig Miller, ACG Chicago’s CEO, has also contributed his participation and support. This is the second ACG Chicago international roundtable event – David had organized and moderated an India investment and sourcing roundtable held at the Standard Club on May 6, 2008.
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