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Abstract

Mergers and acquisitions (M&A) often fail due to insufficient due diligence that
prioritizes financial and Environmental, Social, Governance (ESG) metrics while
missing non-financial dimensions. This study introduces a proposed framework of
supplementary public indicators categorized into six areas: Technology, Human
Resources, Customer Satisfaction, Regulatory Compliance, Market Positioning,
and Organizational Culture. Using the Analytic Hierarchy Process (AHP) with
input from professionals, the study identifies Market Positioning and Customer
Satisfaction as the most critical categories, reflecting their importance in
mitigating risks and ensuring operational resilience. The study proposes an
approach to improve M&A evaluations using publicly available data, addressing
gaps in traditional methods. While reliant on public data and expert judgments, the
framework offers insights for practitioners, with future research needed to validate
its application across industries. Simultaneously, readers of this study should be
aware of a limitation of this study, which is that the weights of indicators were
determined based on the professional evaluation of three experts, which may
introduce a certain level of subjectivity.

Keywords: M&A, Due Diligence, AHP, Public Indicators, Technology, Human
Resources, Customer Satisfaction, Regulatory Compliance, Market Positioning,
Organizational Culture

1. INTRODUCTION

Mergers and acquisitions (M&A) have become fundamental to firms'
growth strategies in increasingly globalized and competitive markets. Whether
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driven by the need to access new markets, leverage synergies, or gain technological
advantages, M&A activities often represent significant financial commitments
(Garcia-Nieto et al., 2024). Despite their potential for strategic transformation,
many M&A transactions fail to deliver the predicted benefits, with many failures
due to inadequate pre-merger evaluation and preparation (Damodaran, 2012). The
due diligence process, which supports decision-making in M&A, has traditionally
focused on financial indicators and, more recently, Environmental, Social, and
Governance (ESG) metrics. These frameworks, while essential, do not provide a
comprehensive view of the target firm's overall health, capabilities, and potential
risks, particularly in today's data-driven and complex business landscape (Eccles
et al., 2014).

Recent research on non-financial reporting in state-owned enterprises
across Central and Eastern Europe further underscores this gap. Dragija Kostic et
al. (2022) demonstrate that while non-financial disclosures have become more
structured under EU Directive 2014/95/EU, their scope remains limited to
sustainability and governance aspects, leaving out critical operational and strategic
dimensions relevant for M&A evaluations. This reinforces the argument that
supplementary public indicators beyond ESG are necessary to capture a holistic
picture of organizational performance.

The limitations of financial and ESG indicators highlight the need for a
broader approach that incorporates supplementary public indicators. These non-
financial metrics can be obtained from publicly available data sources, such as
regulatory filings, digital platforms, industry reports, and customer reviews. These
indicators offer insights into areas not typically covered by traditional frameworks,
including technological innovation, workforce stability, customer sentiment,
regulatory adherence, market positioning, and organizational culture (Nian & Said,
2025). For instance, publicly reported cybersecurity incidents can provide valuable
insights into a firm's technological resilience, while employee turnover rates and
online reviews can offer information about internal organizational health
(Brynjolfsson et al., 2017).

All markets, including both global and local levels, have been affected in
recent years, particularly by the COVID-19 pandemic. Global M&A activities
recovered quickly after the initial slowdown caused by the COVID-19 pandemic
in 2020. In 2021, the number and value of M&A deals reached record levels,
indicating a strong V-shaped recovery (Kooli & Lock Son, 2021; Cho & Chung,
2022). Such a growth was supported by low interest rates, available capital
resources, and companies adapting to pandemic-related changes through digital
transformation, innovation, and stronger supply chains (Kooli & Lock Son, 2021).
Besides, research shows that the severity of COVID-19 did not significantly reduce
M&A volumes in 2020, especially in developed countries. Continued growth is
expected in high-tech and innovative sectors as economies adjust to the post-
pandemic environment (Lee, Degtereva, & Zobov, 2021). In 2022, M&A activity
slowed due to rising inflation, higher interest rates, and global uncertainties such
as war and energy issues. This led to fewer large deals (Cho & Chung, 2022).
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However, overall activity stayed above pre-pandemic levels, with financially
strong companies continuing to make strategic acquisitions (Cho & Chung, 2022).

The main research question for this paper is: How can supplementary
public indicators be systematically categorized and used to increase the
effectiveness of pre-M&A due diligence? With this question, the paper aims to
extend the academic understanding of due diligence processes and provide
specialists with insights for incorporating these indicators into their evaluation
frameworks.

This paper contributes to the academic discourse by proposing a
structured framework for supplementary public indicators. The study identifies and
categorizes these indicators into thematic domains based on an interdisciplinary
review of existing literature and practical data sources. Each category is supported
by specific indicators that can be systematically integrated into due diligence
processes. Additionally, the paper aims to connect theory and practice by
demonstrating how these indicators can improve decision-making and reduce post-
merger risks. Practical application and validation of the proposed framework will
be a subject of future research.

By focusing exclusively on publicly available data and excluding
financial and ESG metrics, this study provides a new perspective on the role of
supplementary indicators. This focus ensures that the proposed framework can be
applied universally, regardless of industry or geographic context, and highlights
the value of leveraging publicly accessible information in strategic decision-
making.

Simultaneously, usage of public data not only in M&A due diligence but
in any type of analysis must be approached with caution. Public data sources are
often adjusted for marketing or investor relations purposes, which can introduce
intentional bias (Baldwin et al., 2022). Additionally, algorithmic filtering on
platforms like LinkedIn may prioritize certain types of content, skewing the
correctness and visibility of critical information (Amaka Peace Onebunne, 2022).
Therefore, researchers must apply rigorous validation techniques, triangulate data
across multiple sources, and remain aware of the limitations existing in these
datasets. A critical evaluation is essential to avoid over-reliance on data that may
be incorrect, incomplete, outdated, or strategically manipulated.

In the following sections, the paper provides a detailed review of the
existing literature, highlighting gaps that this study seeks to address. The
methodology section outlines the qualitative approach employed to identify and
categorize the indicators, while the results present a comprehensive framework of
supplementary public indicators. The discussion explores the implications of these
findings for theory and practice, and the conclusion offers a summary of key
insights and directions for future research.
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2. LITERATURE REVIEW

M&A has long been fundamental to corporate growth strategies, enabling
firms to achieve strategic synergies, market expansion, and innovation gains.
However, the high failure rate of M&A transactions, often attributed to insufficient
due diligence, highlights the limitations of traditional evaluation frameworks
(Hossain, 2021). While financial metrics and Environmental, Social, and
Governance (ESG) indicators are foundational to due diligence, they often fail to
capture the broader dynamics that influence a firm's operational, cultural, and
strategic alignment (David, 2024). Supplementary public indicators and metrics
received from publicly available data sources may cover these missing insights.
This review explores the evolution of M&A due diligence, the growing relevance
of non-financial indicators, and the potential of public data to enhance evaluation
methodologies (Ahmad & Zabri, 2016).

The field of M&A due diligence has traditionally been dominated by
financial analysis. Foundational texts, such as Damodaran’s Investment Valuation
(2012), provide robust methodologies for assessing company valuation using
discounted cash flow models, earnings multiples, and other financial metrics.
These metrics remain key for the economic feasibility of M&A transactions.

In recent decades, ESG metrics have been increasingly integrated into due
diligence processes. Eccles, loannou, and Serafeim (2014) highlight how ESG
factors such as environmental compliance, corporate governance, and social
responsibility align acquisitions with long-term sustainability goals. Including ESG
metrics reflects a growing awareness of the reputational, regulatory, and
operational risks of neglecting non-financial factors. However, while ESG
indicators address sustainability and compliance, they do not include other
dimensions, such as technological capability and workforce dynamics.

The limitations of these traditional frameworks are evident in studies
examining the causes of M&A failures. Weber and Tarba (2014) identify cultural
misalignment, leadership instability, and poor post-merger integration as key
factors undermining M&A success. These challenges underscore the need for
broader frameworks that extend beyond financial and ESG data to involve the
target company's organizational and strategic elements.

Non-financial indicators become valuable tools in M&A evaluations.
David (2024) argues that cultural alignment between merging entities is a critical
determinant of post-merger success. Similarly, Cartwright and Schoenberg (2006)
emphasize the importance of leadership stability, workforce engagement, and
organizational culture in ensuring successful M&A outcomes.

Technological indicators are increasingly recognized as critical
components of due diligence, particularly in knowledge-intensive and technology-
driven industries. lansiti and Lakhani (2020) explore how digital capabilities,
patent portfolios, and participation in innovation ecosystems provide insights into
a firm's willingness for technological integration. Metrics such as the number of
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patents filed, research and development expenditure, and the frequency of
cybersecurity incidents offer insight into evaluating a company’s technological
strength and resilience (Beylin, 2025).

These studies, however, vary in their assumptions, scope, and level of
detail. An example is that while Iansiti and Lakhani (2020) emphasize innovation
ecosystems, they do not account for the strategic intent behind patent filings that
may be defensive rather than innovative. Similarly, Eccles et al. (2014) focus on
ESG integration but do not critically assess how ESG disclosures may be
selectively presented to enhance corporate image. This lack of scrutiny across
studies suggests a need for more comparative analysis that evaluates the reliability
and intent behind the indicators used.

Customer satisfaction and reputation indicators, derived from online
reviews and social media, are also gaining attention in the literature. Brynjolfsson,
Rock, and Syverson (2017) demonstrate how customer feedback can be a reliable
predictor of brand strength and market positioning. Furthermore, Thietart et al.
(2016) highlight the importance of analyzing customer loyalty metrics and net
promoter scores in evaluating the market potential of target firms. It is important
to bear in mind, however, that online reviews often reflect extreme opinions, and
social media sentiment can be influenced by viral trends or coordinated campaigns.
These biases may thus mislead evaluators.

The increase of open data initiatives and digital platforms has expanded
the scope of publicly accessible information. Regulatory filings, industry reports,
and online databases provide data that can complement traditional due diligence
frameworks. For instance, public records maintained by regulatory bodies such as
the European Securities and Markets Authority (ESMA) and the U.S. Securities
and Exchange Commission (SEC) offer insights into a firm's legal compliance,
litigation history, and adherence to industry standards (European Commission,
2024). Looking at the regulatory filings from a critical perspective, they may lag
behind real-time developments, and differences in disclosure standards across
jurisdictions can hinder comparability. Moreover, companies may strategically
disclose or omit information to shape investor perception (Adejumo & Ogburie,
2025).

Digital platforms such as Glassdoor, LinkedIn, and Indeed provide
valuable sources of human resource indicators. Publicly accessible data on
employee turnover rates, job openings, and workplace reviews provide nuanced
insights into organizational health and workforce stability (Li et al., 2022). These
indicators are particularly relevant in evaluating a company’s internal capabilities
and willingness for post-merger integration.

Customer sentiment analysis, derived from social media platforms and
review websites, is another critical area of focus. A study by Wankahde et al.
(2022) demonstrates the utility of sentiment analysis tools in evaluating brand
reputation, customer loyalty, and market insight. These metrics can help identify
potential reputational risks and opportunities associated with the target company.
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Empirical studies provide further validation of the utility of
supplementary public indicators in M&A contexts. A publication by Mortkovitch
(2024) found that firms integrating non-financial and public data into due diligence
processes experienced higher post-merger success rates compared to those relying
just on traditional metrics. The report emphasizes the importance of incorporating
indicators such as regulatory compliance, market share, and employee engagement
to achieve a more holistic evaluation.

Case studies also illustrate the application of public data in M&A
evaluations. For example, the acquisition of LinkedIn by Microsoft in 2016 used
analysis of public data, including user engagement metrics and professional
network growth trends, to assess LinkedIn's strategic fit and long-term potential
(Tansiti & Lakhani, 2020).

Despite the growing recognition of non-financial and public indicators,
systematic frameworks for their integration into M&A due diligence remain
insufficient. Most studies focus on specific dimensions, such as culture or
technology, without comprehensively categorizing supplementary indicators.
Moreover, empirical research validating the predictive value of these indicators in
different industry contexts is limited.

Another significant gap lies in the lack of methodologies for
systematically sourcing and analyzing public data. While digital platforms and
regulatory databases offer vast amounts of information, the challenge lies in
filtering and investigating this data to obtain actionable insights. This gap
highlights the need for frameworks integrating diverse data sources into the
evaluation process.

This study aims to address these gaps by developing a structured
framework for supplementary public indicators. By categorizing these indicators
into thematic areas such as technology, human resources, customer satisfaction,
regulatory compliance, market positioning, and organizational culture, the research
seeks to provide a holistic approach to M&A evaluations.

The findings of this literature review provide the foundation for the
subsequent methodological and empirical analyses. The following section outlines
the research design and approach to identifying and categorizing supplementary
public indicators.

3. METHODOLOGY

The research uses a qualitative and theoretical approach to develop a
framework of supplementary public indicators for effective pre-M&A due
diligence. The methodology is designed to systematically identify, categorize, and
evaluate publicly accessible, non-financial indicators that can complement
traditional financial and ESG metrics.
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The research follows an exploratory design, addressing gaps in traditional
due diligence frameworks by introducing supplementary indicators derived from
public data sources. The study comprises three phases:

e Identification of indicators: Collect and identify potential indicators from
academic literature, public datasets, and industry reports.

e Categorization: Organization of the indicators into thematic domains
reflecting key dimensions of organizational performance.

e  Prioritization using Analytic Hierarchy Process (AHP): Application of the
AHP methodology to assign weights to the categories based on their
relative importance to M&A success.

A systematic review of peer-reviewed articles and conference proceedings
was conducted to identify theoretical foundations and empirical studies related to
M&A due diligence and to gather the supplementary indicators. The process of
selecting sources was guided by relevance, credibility, and accessibility. As the
primary sources, databases such as Scopus, Web of Science, and Google Scholar
were used. The searching strategy, especially for identification of the indicators,
involved usage of a combination of keywords including mainly “M&A”, “due
diligence”, “performance indicators”, “company evaluation”, “business
performance”, “non-financial performance”, “evaluation of organizations”, “public
data”, “AHP methodology.” and “public data of organizations”. Functional boolean
operators were applied in order to refine the searched results, and filters were used
to exclude non-English publications and non-peer-reviewed sources. The time
frame for the search was set from 2010 to 2024 in order to involve both older and
recent studies. Final sources were selected based on their methodological rigor,
relevance to the research topic, and the presence of empirical data or frameworks
applicable to the research topic. The author’s preference was given to research
studies published in high-impact journals and proceedings from reputable
conferences in the fields of business, finance, and organizational science.

After the identification of the indicators, the AHP method is applied. The
AHP method, developed by Saaty (1980), has gained importance as a multi-criteria
decision-making tool due to its ability to structure complex problems hierarchically
and flexibility in incorporating qualitative and quantitative factors. In the context
of M&A, the AHP method offers a systematic framework for prioritizing various
indicators, which is critical for effective pre-M&A due diligence. By facilitating
pairwise comparisons and assigning relative weights to indicators, AHP helps
decision-makers evaluate the importance of diverse metrics and align due diligence
processes with strategic objectives (Saaty, 2008).

AHP has been widely applied in strategic decision-making, including
supply chain management, project evaluation, and investment prioritization. In the
field of M&A, its utility lies in comparing multiple dimensions of organizational
performance and aligning them with transaction goals. Studies such as those by Ho
(2008) and Munier (2021) highlight the adaptability of AHP in dealing with
hierarchical data and deriving priorities from subjective judgments. This makes it
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particularly suitable for assessing supplementary public indicators, where
qualitative insights (e.g., workforce stability or brand reputation) are as important
as quantitative metrics (e.g., patent filings or legal disputes).

The application of AHP extends beyond financial evaluations, making it
a powerful tool for integrating non-financial indicators into M&A processes. For
instance, Lee (2013) demonstrates how AHP can be used to evaluate intangible
assets, such as organizational culture and customer satisfaction, by translating
subjective perceptions into measurable priorities. This aligns with the objectives of
this study, which seeks to incorporate non-financial, publicly accessible indicators
into due diligence frameworks. Furthermore, Saha et al. (2024) used AHP to
prioritize post-merger integration strategies, emphasizing the multidimensional
character of M&A evaluations. Similarly, Saaty and Vargas (2012) discuss how
AHP can assess operational, regulatory, and reputational risks, which are often
overlooked in traditional due diligence processes. These findings underscore the
method’s relevance in systematically analyzing the supplementary public
indicators identified in this study.

The AHP method was applied in the following steps:

e Defining the objective: The goal is to determine the relative importance
of the domains of supplementary public indicators for pre-M&A due
diligence.

e Pairwise comparisons: The relative importance of each category is
assessed pairwise, based on expert judgment. A scale of 1-9 is used,
where 1 indicates equal importance, 3 indicates moderate importance of
one category over another, 5 indicates strong importance, 7 indicates very
strong importance, and 9 indicates extreme importance. Intermediate
values (2, 4, 6, 8) are used for a more effective distinction. Additionally,
reciprocals (1/2, 1/3, etc.) are used when the second category is more
important than the first.

e Calculation of weights: The pairwise comparison matrix is normalized,
and the eigenvector method calculates the weights. Consistency is
checked using the Consistency Ratio (CR) to ensure reliable judgments.

To ensure the robustness and validity of the AHP application, a panel of
three experts was conducted to provide pairwise comparisons for determining the
relative importance of the indicator categories. The selection was based on
professional experience, domain relevance, and simultaneously also diversity of
perspectives and independence of the experts. The selection criteria for the experts
included extensive professional experience (at least 5 years) in business
management, incl. experience in organizational performance evaluation. Potential
biases were mitigated by explaining experts the study objectives and ensuring
anonymity in their responses. However, the reliance on a small expert panel
introduces subjectivity arising from the field of their expertise, which is
acknowledged as a limitation. A brief description of the experts is provided below:
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e Senior Manager in Management Consulting: Specializing in corporate
strategy and technology integration, this expert brings a strategic
perspective focused on innovation, compliance, and market positioning.

e Business Banker at a Leading Czech Bank: With expertise in risk
management and regulatory compliance, this professional emphasizes
adherence to regulations, customer satisfaction, and market
competitiveness in the financial sector.

e HR Specialist in an International Company: Focused on human capital
and organizational culture, this expert prioritizes employee engagement
and HR optimization while considering the role of technology and market
positioning.

These experts were selected to provide diverse perspectives, blending
practical insights with theoretical knowledge. Their backgrounds ensure a well-
rounded evaluation of the indicator categories, incorporating considerations of
strategic alignment, operational risk, and data reliability. To maintain consistency
and mitigate biases, all experts were provided with a detailed briefing on the
objectives, methodology, and evaluation criteria before conducting the pairwise
comparisons.

For validation of the results, the identical method could be replicated with
a larger or different set of experts. This approach allows testing the consistency of
the indicator prioritization and helps to identify any variations in judgment across
different experts.

4. RESULTS

The results of this study provide the framework for supplementary public
indicators to increase the pre-M&A due diligence process. Six primary categories
of indicators were identified through systematic data collection and analysis. Each
category represents a separate dimension of organizational performance or risk
outside the financial and ESG domains. The findings highlight the importance of
integrating publicly accessible, non-financial indicators into M&A evaluations to
provide a more holistic understanding of target firms.

4.1. Identification and Categorization of Indicators
4.1.1. Technology Indicators

Technology related indicators emerged as a critical domain in pre-M&A
due diligence. These indicators offer insights into a company’s innovation
capabilities, technological resilience, and alignment with industry trends. The
analysis identified the following key indicators:
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Patent activity: Publicly available records of patents filed and granted,
derived from databases such as the World Intellectual Property
Organization (WIPO), reflect a company’s commitment to innovation and
intellectual property protection (Cricelli et al., 2021).

Cybersecurity incidents: Reports of successful cyber-attacks or data
breaches, available through news outlets and industry-specific databases,
highlight vulnerabilities in a company’s IT infrastructure (Meland et al.,
2021).

Technology partnerships: Public announcements of strategic
technological alliances, such as collaborations with software providers or
participation in innovation consortia, provide evidence of forward-
looking strategies (Jansen, 2024).

Research and development expenditures: Disclosures in annual reports or
industry rankings indicate the level of investment in research and
development, serving as a proxy for technological commitment (Herb et
al., 2024).

These indicators are particularly relevant in industries where digital

transformation and technological capabilities are key drivers of value creation.

4.1.2.

Human Resource Indicators

Human resources are critical in determining target firms' operational

stability and cultural fit. The following publicly accessible indicators provide
insights into workforce dynamics:

Employee turnover rates: Data from platforms such as LinkedIn and
Glassdoor highlight workforce stability and organizational health (Mia et
al., 2022).

Job openings: Analysis of job postings reveals trends in talent acquisition
and skill demands (Sobirovich, 2021).

Workplace reviews: Employee feedback on platforms like Glassdoor
provides insights into company culture, leadership effectiveness, and
employee satisfaction (Cloos, 2021).

Employee certifications: Publicly available data on employee
qualifications and certifications, often listed on professional networking
sites, reflect the skill level and expertise within the organization (Rivaldo
& Nabella, 2023).

These indicators help assess the capacity of the workforce to meet

operational demands and adapt to post-merger integration challenges.

10
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4.1.3. Customer Satisfaction and Reputation Indicators

Customer satisfaction and brand reputation are critical for assessing target
firms' market position and growth potential. The study identified the following
indicators:

e Online customer reviews: Ratings and feedback on platforms like
Trustpilot and Yelp reveal consumer sentiment and satisfaction levels
(Nurhaliza et al., 2024).

e Social media sentiment: Analysis of social media activity, including brand
mentions and user sentiment, provides a real-time view of public
perception (Wang et al., 2023).

e Complaint records: Publicly available data on customer complaints, often
maintained by regulatory bodies or consumer protection agencies,
highlight areas of operational or service-related risk (Bazzan et al., 2020).

e Net promoter scores: Publicly disclosed metrics or industry benchmarking
reports on customer loyalty and advocacy provide valuable insights
(Dawes, 2024).

These indicators are particularly valuable for evaluating firms in
consumer-facing industries where brand equity and customer trust drive
competitive advantage.

4.1.4. Regulatory and Compliance Indicators

Regulatory compliance is a critical area of focus in due diligence, with
significant implications for legal and reputational risks. Key indicators include:

e Litigation and fines: Public records of lawsuits, regulatory penalties, and
settlements, accessible through legal databases and news archives, reveal
potential liabilities (De La Bruslerie & Le Maux, 2018).

e Compliance certifications: Certifications such as ISO 9001 or GDPR
compliance, often disclosed on company websites or industry
publications, demonstrate adherence to regulatory standards (David,
2024).

These indicators are particularly relevant in industries with stringent
regulatory frameworks like healthcare, finance, and manufacturing.

4.1.5. Market Positioning Indicators

Understanding a company’s competitive position is essential for
evaluating its strategic potential. The analysis identified the following market
positioning indicators:

11
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e  Market share: Publicly disclosed data in industry reports or rankings provides
a snapshot of a firm’s competitive standing (Bhattacharya et al., 2022).

e Strategic alliances: Public announcements of partnerships or joint
ventures signal collaboration potential and strategic alignment (Ferreira et
al., 2022).

e Industry awards: Recognition in industry-specific awards or rankings
reflects leadership and excellence in specific domains (Deng et al., 2020).

e  Geographic reach: Information about the firm’s operational footprint,
disclosed in annual reports or public filings, indicates market
diversification (Wright, 2022).

These indicators help evaluate the target firm’s growth prospects and
alignment with the acquiring company’s strategic goals.

4.1.6. Organizational Culture Indicators

Cultural compatibility is often a decisive factor in M&A success. The
following indicators provide insights into the cultural dimensions of target firms:

e Diversity metrics: Public disclosures on workforce diversity, such as
gender or ethnic representation, highlight inclusivity and alignment with
modern organizational values (Castilla & Rho, 2023).

e Language in job descriptions: Analysis of publicly available job postings
provides indirect insights into the organization’s priorities, values, and
cultural tone (Castilla & Rho, 2023).

e Leadership stability: Information about leadership tenure, derived from
professional networking sites or news reports, indicates organizational
stability and governance quality (Krug, 2020).

These indicators are particularly useful in assessing the likelihood of cultural
alignment between merging entities and the potential for successful integration.

4.2. Application of AHP

Tables 1, 2 and 3 present the outcomes of the discussion with the experts
and the related calculations. Each category of the indicators was compared.

Table 1 presents the outcomes of the discussion with experts, highlighting
the pairwise comparisons of criteria based on the AHP methodology. Only half of
the table is completed, as AHP requires input for one side of the matrix, with the
remaining values derived as inverse. The scale used for the comparisons ranges
from 1 to 9, where 1 represents equal importance between two criteria, and 9
represents extreme importance. The higher values indicate a stronger preference.
Through this process, the experts rated the relative importance of each criterion
over the others.

12
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Table 1 Pairwise comparison table

Technolo Human Customer Regulatory Market Org.
8Y | Resources |Satisfaction Compliance |Positioning| Culture

Technology 1 12 1/6 1/4 1/8 2
Human 2 1 1/5 1/4 1/6 4
Resources
Customer 1
Satisfaction 6 3 ! 3 & 8
Regulatory 4 4 1/3 1 v 5
Compliance
Market 8 6 2 4 1 9
Positioning
Organizational 12 1/4 118 1/5 119 1
Culture

Source: Author's own work.

To normalize the matrix, each entry is divided by the sum of its column.
The normalized matrix is as follows:

Table 2 Normalized matrix

Tech Human | Customer | Regulatory| Market Org. Average
Resources |Satisfaction | Compliance| Positioning | Culture g

Technology | 0,047 0,030 0,044 0,029 0,058 0,069 0,046
Human 0,093 0,060 0,052 0,029 0,077 0,138 0,075
Resources
Customer 0,279 0,299 0,261 0,345 0,232 0,276 0,282
Satisfaction
Regulatory 0,186 0,239 0,087 0,115 0,116 0,172 0,153
Compliance
Market 0,372 0,358 0,523 0,460 0,465 0,310 0,415
Positioning
Organizational
Culture 0,023 0,015 0,033 0,023 0,052 0,034 0,030

Source: Author's own work.

The weights (eigenvectors) are derived as the average of each row in the
normalized matrix:

Table 3 Normalized values (weights) and priorities

Category Weight Priority
Market Positioning 0,41 Ist
Customer Satisfaction 0,28 2nd
Regulatory Compliance 0,15 3rd
Human Resources 0,07 4th
Technology 0,05 Sth
Organizational Culture 0,03 6th

Source: Author's own work.

13
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The pairwise comparison matrix above assumes that Market Positioning
and Customer Satisfaction are among the most critical for M&A success, followed
by Regulatory Compliance, Human Resources, Technology and Organizational
Culture.

The Consistency Ratio (CR) is calculated to ensure the reliability of the
pairwise judgments:

e Consistency Index (CI):
Cl = A";“%;“ = 0,055 | Apqx: Maximum eigen value

¢ Random Index (RI):
Rl = 1,24 | For n = 6 (based on the standard AHP table)
e Consistency Ratio (CR): CR = %

After performing calculations, the CR value was found to be 0,044.
According to the author of the AHP method, T. L. Saaty (1980), the CR should be
equal to or less than 0.10. This indicates that the CR for the performed study is
acceptable.

5. DISCUSSION

The findings of this study highlight the importance of integrating
supplementary public indicators into the pre-M&A due diligence process. By
categorizing the indicators into six domains - Technology, Human Resources,
Customer Satisfaction, Regulatory Compliance, Market Positioning, and
Organizational Culture - the study provides a comprehensive framework to
evaluate organizational dimensions traditionally overlooked in financial and ESG
analyses. The application of the AHP method further refines the prioritization of
these categories, ensuring resources can be allocated efficiently during the due
diligence process.

5.1.  Theoretical Implications

This research contributes to the theoretical discourse on M&A by
expanding the scope of due diligence frameworks to include publicly accessible
non-financial indicators. The results align with previous studies emphasizing the
limitations of traditional financial metrics (Damodaran, 2012) and the emerging
relevance of non-financial factors, such as culture and technological readiness
(Weber & Tarba, 2014; lansiti & Lakhani, 2020). The integration of these
indicators enhances the granularity of evaluations, enabling a more nuanced
understanding of target firms. This is consistent with findings on organizational
culture typologies, which indicate that cultural consistency correlates with better
business performance, particularly during integration phases (Mecev & Grubisié,
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2020). Including cultural indicators therefore becomes critical for predicting post-
merger outcomes.

The use of AHP to determine the relative importance of the indicator
categories adds methodological rigor to the framework. As demonstrated by Ho
(2008) and Kabir and Sumi (2021), AHP’s ability to incorporate both quantitative
and qualitative inputs makes it an ideal tool for complex decision-making
scenarios, such as M&A. The results of this study further validate AHP’s
applicability in prioritizing diverse organizational dimensions. Further, the
structured decision-making approach supports the development of replicable and
adaptable models that can be used across industries and geographies, contributing
to the standardization of non-financial performance assessment in economic
practice.

This study overall contributes to the broader field of institutional
economics by illustrating how publicly available indicators reflect institutional
quality, organizational governance, and stakeholder alignment. These dimensions
are increasingly recognized as critical determinants of long-term economic
performance and resilience.

5.2. Practical Implications

For practitioners, the proposed framework provides a practical roadmap
for enhancing the evaluation processes conducted before M&A. The emphasis on
Technology and Regulatory Compliance as pivotal categories highlights their role
in addressing both operational vulnerabilities and reputational risks. Assessing
technology through indicators such as patent activity, research and development
expenditures, and cybersecurity readiness is essential for gauging a target
company’s innovation capacity and its ability to sustain competitive advantage
(Ferreira et al., 2022). Evidence from broadband investment studies further
indicates that technological infrastructure has multiplicative effects on economic
outcomes, reinforcing the strategic importance of technology indicators in due
diligence (Mikuli¢ & Barbi¢, 2025).

Expanding the framework to include Human Resources and Customer
Satisfaction indicators ensures that human capital and relational dynamics receive
appropriate attention. The workforce stability, employee satisfaction, and
leadership continuity of the target firm reflect its internal consistency and cultural
resilience, closely linked to post-merger integration success. These considerations
are especially relevant given that misaligned organizational cultures frequently
lead to integration challenges, ultimately undermining M&A (David, 2024).

Customer satisfaction metrics also play a fundamental role in the
evaluation process, providing an external perspective on organizational health.
Metrics such as churn rates, customer retention levels, and brand loyalty scores
offer critical insights into the sustainability of the target firm’s market position,
particularly in consumer-driven sectors (Nurhaliza et al., 2024). By addressing
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these often-overlooked factors, the proposed framework offers another approach to
M&A evaluation, integrating quantitative performance measures with qualitative
relational and cultural alignment assessments.

In addition, this approach aligns with the increasing importance of ESG
considerations in M&A practices. By incorporating ESG-related metrics,
practitioners can align pre-merger evaluations with contemporary business
imperatives, ensuring that the assessment framework remains relevant in a rapidly
evolving economic and regulatory environment (Barros et al., 2022).

5.3. Limitations and Future Research

While the study provides a framework, certain limitations must be
acknowledged. First, relying on publicly available data may exclude critical
internal metrics, such as confidential operational insights or proprietary financial
information. Future research could explore methodologies for integrating publicly
accessible and internal data sources to create a more holistic evaluation framework.

Second, the AHP results are contingent on expert judgments, which, while
rigorous, introduce an element of subjectivity. It is also necessary to acknowledge
that the AHP results in this study were derived from a panel of only three experts.
While their diverse professional backgrounds provided valuable insights, the
limited number of participants may influence the generalizability of the obtained
weights. Besides, certain indicators might be over-valued or under-valued due to a
specific expertise or the interests of the experts. Expanding the pool of experts and
conducting cross-industry comparisons could enhance the reliability and the
mentioned generalizability of the weights assigned to indicator categories.
Additionally, empirical validation of the proposed framework in real-world M&A
transactions would provide further insights of its practical applicability and reveal
how the categories of indicators and their weights may need to be adapted for
different industries and transaction contexts. An exemplary method of validation
of the framework is longitudinal analysis of M&A cases, which evaluates the
framework’s applicability over a certain period of time and across varying market
conditions. Another exemplary method is cross-sectional validation, where the
framework is applied to a diverse set of M&A cases from different industries and
geographies at a single point in time.

While the framework is designed to be universally applicable, it is
customizable to specific industries. This would involve selecting and prioritizing
indicators that are most relevant to the sector through increasing and decreasing
weights of the indicators. Such customization would enhance the effectiveness of
the framework and is a subject of the author's future research.

Future research could also explore the integration of behavioural
economics into the framework, examining how cognitive biases and decision
heuristics influence the interpretation of non-financial indicators during due
diligence. This would further enrich the interdisciplinary nature of the framework.
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6. CONCLUSION

This study presents a structured framework of supplementary public
indicators to enhance the pre-M&A due diligence process, addressing gaps in
traditional evaluation methods. By categorizing indicators into six domains and
employing the AHP method to prioritize them, the research provides both
theoretical and practical contributions to the field of M&A. As described in the
Introduction, this study focused on indicators that are supplementary to financial
and ESG indicators; thus, financial and ESG indicators were excluded from this
research.

The findings underscore the importance of Market Positioning and
Customer Satisfaction as primary focus areas, reflecting their impact on operations.
Human Resources, Technology, Regulatory Compliance, and Organizational
Culture further complement these dimensions, offering a view of organizational
health and strategic alignment.

Despite its limitations, the framework provides a scalable and adaptable
tool for M&A practitioners, particularly in leveraging publicly accessible data to
inform decision-making. Future research should focus on empirical validation and
internal data integration to enhance the framework’s applicability and predictive
accuracy.

As M&A transactions continue to grow in complexity, the adoption of
comprehensive evaluation frameworks such as the one proposed in this study is
essential for improving success rates and achieving strategic objectives. By
incorporating supplementary public indicators into the process of pre-M&A due
diligence, the proposed framework offers a comprehensive evaluation of target
companies beyond traditional financial and ESG indicators. Such a broad
perspective supports identification of hidden risks related to technology, human
resources, customer satisfaction, regulatory compliance, market positioning, and
organizational culture, which are factors that are often overlooked but can significantly
impact integration of the companies and long-term success. As a result, this framework
helps to directly reduce the risk of M&A failure by equipping decision-makers with
data-driven insights that support more informed strategic decisions.
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DODATNI JAVNI POKAZATELJI ZA UCINKOVITU
DUBINSKU ANALIZU PRIJE SPAJANJA 1
PREUZIMANJA

Saietak

Spajanja i preuzimanja (M&A) Cesto ne uspijevaju zbog nedostatne dubinske
analize koja daje prednost financijskim te okolisSnim, drustvenim i upravijackim
(ESG) pokazateljima, dok pritom zanemaruje nefinancijske dimenzije. Ovo
istrazivanje prikazuje predlozeni okvir dodatnih javno dostupnih pokazatelja,
svrstanih u Sest kategorija: Tehnologija, Ljudski resursi, Zadovoljstvo kupaca,
Uskladenost s propisima, Pozicioniranje na trZistu i Organizacijska kultura.
Koristenjem Analitickim hijerarhijskim procesom (AHP), uz doprinos strucnjaka,
istrazivanje identificira Pozicioniranje na trZistu i Zadovoljstvo kupaca kao
najvaznije kategorije, Sto odrazava njihovu vaznost u ublaZavanju rizika i
osiguravanju operativne otpornosti. U istrazivanju se predlaze pristup za
poboljsanje evaluacija spajanja i preuzimanja koristenjem javno dostupnim
podacima, ¢ime se rjesavaju nedostaci u tradicionalnim metodama. lako se oslanja
na javne podatke i strucne procjene, ovaj okvir pruza uvide za prakticare, a
potrebna su buduca istrazivanja kako bi se potvrdila njegova primjena u svim
industrijama. Citatelji bi takoder trebali biti svjesni ogranic¢enja ovog istraZivanja,
a to je da su tezine pokazatelja odredene na temelju profesionalne procjene triju
strucnjaka, sto moze unijeti odredenu razinu subjektivnosti.

Kljucne rijeci: spajanja i preuzimanja, dubinska analiza, AHP, javni pokazatelji,
tehnologija, ljudski resursi, zadovoljstvo kupaca, uskladenost s propisima,
pozicioniranje na trZiStu, organizacijska kultura.

JEL klasifikacija: G34, G32, M21, C44.

22



