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T E C H N O L O G Y    A C Q U I S I T I O N S

Ask Not for 

Whom the Wedding 
Bell Tolls 

Wedding bells are in the air, and we’re 
nowhere even near the deadline for the 
June issue.  But during this particular 
season of unification, the story is not 
about groom taking bride, but rather 
company acquiring company.  Hotel 
chain flags are being hoisted up and 
down, service providers are consoli-
dating and software vendors envision 
themselves the next Wal-DataMart.  
It’s all so wildly bull-marketish, so 
fervently capitalistic, so reaffirming 
of the magic of the American economy, 
that one would have to be downright 
cynical to see this as anything but 
completely positive.  

Well, gentle reader, here I sit.  I have been forced 
through this ritual more times than I care to remember 
– occasionally as a member of the bride’s party but more 
frequently as one of the groomsmen.  Like every wedding, 
it’s a lovely ceremony marred by at least one person in the 
room sobbing uncontrollably.  It’s followed by a dinner 
where someone else selects your entrée for you and then 
makes you wait to eat it while sharing hopes, dreams and 
aspirations for new lives together in a stream of never-end-
ing toasts.  If all of that weren’t bad enough, you go back to 
work the next day to face the rest of your unified life.

Acquisitions require all the effort of a marriage, and 
are every bit as likely to be put asunder.  They tend to defy 
logic, gravity and human will.  An interesting study of the 
mechanics and economics of mergers is Mark L. Sirower’s 
"The Synergy Trap: How Companies Lose the Acquisition 
Game" (1997, THE FREE PRESS, a division of Simon & 
Schuster, Inc.).  In his detailed and scholarly view of the 
process (bring your calculator), Mr. Sirower builds to the 
conclusion that most acquisitions result in the destruction 
rather than the creation of value, and most acquiring com-
panies are punished rather than rewarded by the market.  
The trap he explores is a basic one: the common belief 
that through the magic of synergy, two plus two might just 
equal five.  In pursuit of that alchemist’s dream, acquiring 
companies pay high premiums for their second two, having 

convinced themselves that under their guidance the newly 
acquired two will transform itself into a three.  

Most companies overestimate the value of synergy 
and underestimate the effort (read cost).  I’ve heard 
companies speak of acquisition targets as being “just 
like us only smaller.”  If that statement were true (and 
one would be justified in some healthy skepticism), the 
size difference alone is more of an obstacle than many 
owners and managers realize.  We tend to picture compa-
nies as production pipelines, where products and services 
flow in relation to the width of the pipe.  Taking over a 
larger-than-you company has a multitude of challenges 
but big companies typically come with a big-company 
infrastructure (which is now yours to shrink).  Acquiring 
a smaller company seems comparatively easy–there’s no 
reason why a million-dollar product supply can’t flow 
through a billion-dollar pipe.  Having been party to that 
logic in the past, I can personally testify that getting that 
million dollar stream to produce results in that billion 
dollar pipe can take years of process reengineering.  

Nonetheless, “great synergy” acquisitions take place 
regularly, and the synergistic transformation process typi-
cally begins right after the honeymoon and press releases.  
The acquirer smiles gently at his new bride, holds her 
hand and reassures her that he wouldn’t have bought her 
if he didn’t love her just the way she is.  Once the bride 
nods herself into sedation, the groom begins to share a 
number of logical ideas that will help them build a better, 
more economical life together.  First, the groom explores 
his need to dispose of all that extra furniture he picked 
up when he bought his bride.  “Look, honey,” he says, 
“you and I have our own legal teams, accounting depart-
ments and corporate cultures, and we certainly don’t need 
two of everything.  Besides that, there are managers and 
executives everywhere I look.  What say we get rid of all 
of yours?”  The bride starts to mumble something about 
those being ideas and people that have been with her 
since infancy, but she is quickly reminded just who bought 
whom.  And so their synergy together begins. 

Elimination of duplication and redundancy aren’t 
bad things, but they aren’t usually enough to repay the 
dowry, wedding and honeymoon expenses.  No one buys 
a company just to expect it to do what it would have done 
if they hadn’t bought it in the first place.  Not only is there 
an expectation of growth, but of growth that exceeds the 
normal pace plus recoups the purchase premium.  (That’s 
how you prove that you were smart to have gotten married 

By Michael Schubach

© 2007 Hospitality Upgrade 
No reproduction or distribution without permission. 
For permissions, high quality PDF or reprint fees contact 
info@hospitalityupgrade.com.



26   Hospitality Upgrade  |  Spring 2007                                                                                                                                                                                                                       www.hospitalityupgrade.com www.hospitalityupgrade.com                                                                                                                                                                                                                                       Spring 2007  | Hospitality Upgrade    27 

in the first place.)  Needless to say, most brides 
(approximately 66 percent according to Mr. 
Sirower’s estimates) don’t perform to this new 
standard despite their best efforts. Once the 
predictable results are in, the synergy beatings 
begin in earnest.  

Acquisition brides begin to receive an even 
greater degree of spousal assistance.  “Honey,” 
the groom tries patiently to explain, “You’ve just 
got to do better–like I do. Maybe this is my fault 
for not realizing how many hidden extra pounds 
you’re carrying.  I think that if we put you onto 
a strict new diet and up your pricing, you’ll start 
pumping out the profits like I do.”  Of course, 
the bride isn’t usually too enthusiastic about 
this kind of help; she starts crying and telling 
her husband that he never did understand her 
product line, and she suggests alternatives to 
budget cuts since more from less just isn’t 
possible.  These outbursts tend to fall on deaf 
ears; the acquired wife has forgotten that by 
virtue of ownership, her husband’s judgment 
is vastly superior to hers in all situations.  Not 
every merger is doomed to this sad fate – only 
the majority of them.  Even if a miserable union 
is doomed to a lifetime of eroding profitability, 
the unhappy couple may agree to stick it out 
for the sake of the interfaces.  

How does all this influence us, the help-

less bystanders of the hospitality industry?  
Most obviously, it limits our choices.  I have 
spoken to IT professionals who are shop-
ping back-end credit card processing alter-
natives, only to find that there aren’t many 
(any?) thanks to mergers and acquisitions.  I 
talked to others who are looking at in-room 
entertainment content providers, to find that 
field has shrunken to a precious few – again, 
because of mergers and acquisitions.  In per-
fect theory, this means we should only be 
selecting from the best services at the most 
competitive rates.  Oddly, end-consumer 
price breaks don’t seem to figure heavily 
into the acquisition game-book; the standard 
end-game strategy is that prices escalate as 
competitors are eliminated.  In this sort of 
environment, if you find yourself frustrated 

with your current vendor’s product, service or 
pricing, you may find that your most produc-
tive course of action is to up the dosage of your 
antidepressants.   

And now that I’ve done that, I realize the 
situation isn’t all bad.  Mergers and acquisitions 
are the way of the financial world, and none of us 
can talk a pair of crazy kids out of tying the knot.  
Despite my pessimistic outlook, I begrudgingly 
acknowledge that combining companies can 
sometimes produce a superior technical envi-
ronment and give birth to a generation of more 
advanced products. Further, there is nothing in-
herently bad about a big company or inherently 
good about a small one – each has its own set of 
advantages and drawbacks that evolve over time.  
And, even in the worst of alliances someone ends 
up with a really nice toaster.  

It’s OK – I’m back on board with you now, 
Mega-Merger Giants.  Just tell me which of your 
two remaining products I prefer and why I love 
the new super premium pricing and I’m ready 
to buy.  Boy, these antidepressants really do a 
great job, don’t they?

Michael Schubach is vice president, resort 
technology for ClubCorp. He is based at Pine-
hurst Resort, located in Pinehurst, N.C.  It is 
possible to disrupt his reverie by e-mailing him 
at michael.schubach@clubcorp.com.

T E C H N O L O G Y    A C Q U I S I T I O N S
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