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1.  Introduction

Due Diligence is a key aspect of decision-making on acquisitions, new investments and portfolio assessments, companies spend enormous amounts of money on such processes. The consequences of poor due diligence can be catastrophic. As such it is vital that investors undertake due diligence using all available methods.

Many organisations fail to realise that market research can play a vital part of a due diligence exercise. Frequently this involves researching the customers of the investment candidate – and customers of competitive firms. The rationale is that customers are a powerful guide as to the performance of a company. Those firms that are demonstrated to possess high levels of customer satisfaction & loyalty, strong brand equities and secure future business flows, would represent “safer” investments compared to companies that have low levels of customer satisfaction and loyalty and weak brand positions.

Surveys can also be used to assess a particular industry or sector to identify viable acquisition candidates.


2.  Advantages of Market Research
The major advantages of using market research as part of due diligence are:

  Third Party, Unbiased Assessment

Market surveys provide a truly independent view of a company. Most research is conducted on a confidential basis so clients can rest assured that an accurate, reliable view of an investment candidate is provided.

  Current, Up To Date Information

Most due diligence is based on financial information that is often out of date, sometimes many years old. The advantage of market research is that it is carried out NOW and provides a detailed assessment of how a firm is performing today, not last year.

We have assisted many client companies, merchant banks, chartered accountants, venture capital companies and other investors in providing market research information as a key element of the due diligence process.


3.  The Research Approach

We interview a wide range of customers of the acquisition/investment candidate. These can include direct customers, distributors, retailers and other intermediaries. We aim to interview all major customers. We also conduct research among customers of the candidate’s customers to provide in-depth information. Surveys are undertaken confidentiality and respondents are not aware that the survey is part of a due diligence programme. Interviewers used are experiende in undertaking customer satisfaction and brabnd equity surveys.

Interviews can be conducted face-to-face, by telephone or online – or combinations of these techniques. The approaches to be adopted depend on the size and accuracy of customer lists.

Often confidentiality issues lead us to conduct surveys without any customer data being provided by the client. This requires us to conduct prilary research to identify customers buting the relevant product or service.

Information Provided
Our surveys produce a detailed, objective picture of the current performance of the acquisition/investment candidate, benchmarked against main competitors.

The information provided on the acquisition/investment candidate and competitors typically covers the following areas

1.
Suppliers currently used
2.
How long each supplier used
3.
Brand Equity of Each Company
4.
Overall satisfaction with the Acquisition candidate, and main competitors
5.
Satisfaction on important factors e.g.

- Product/service quality- 

- Innovation

- Understanding customer needs

- Speed & reliability of delivery

- Value for Money

- Technical Support

- Quality of Sales & Marketing
6.
Customer Loyalty towards the Acquisition candidate, and main competitors
7.
Future Purchasing Intentions

AN EXAMPLE

The European Airport industry has become much more open and competitive in recent years and many Airports have been privatised. This has attracted the interest of major investors. In our survey we interviewed senior executives at over 40 major European and US Airlines. (Airports derive the vast majority of their revenue from Airlines, not passenger). The Chart below summarises Airlines’ satisfaction with the Airports they use. (We specifically excluded very large airports – Heathrow, Frankfurt, Charles de Gaulle, Amsterdam Schiphol, Munich from the research coverage).
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4.  Preserving Client Confidentiality

Due Diligence is highly sensitive and it is vital that the name of the potential purchaser, and the acquisition/investment candidate is kept strictly confidential. To achieve this objective we ensure the name of the sponsor of the survey is known only to the Directors running the project. More junior staff and the interviewing team are not aware of the name of the client or the purpose of the survey. They are told they are engaged in an industry-wide customer satisfaction survey. This same information is divulged to the respondents we interview. 
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ABOUT CAP STRATEGIC RESEARCH

CAP Strategic Research (CAP) provides market research services covering China, Hong Kong, Singapore and other Asia-Pacific countries. We have a successful track record of conducting surveys in Asia based on 

(i) many years of living and working in the region 
(ii) in-depth knowledge and experience of specific industry sectors and 
(iii) providing strategic insights and “actionable” recommendations from senior executives who know your industry, have extensive international experience and - very importantly - have an “understanding of business”. 

We have over 25 years experience of conducting research for clients based in China, Asia-Pacific Europe and the US. With offices in China, Hong Kong and Singapore we are ideally placed to meet your research needs in Asia-Pacific.
For more information please contact:

Roger Thomas, CAP Strategic Research
Tel: +852 37508640
Email: roger@capstrategicresearch.com
Or

Keith Kong, CAP Strategic Research
Tel: +852 37508638
Email: keith@capstrategicresearch.com
Address: 1501-08 Millennium City 5, 418 Kwun Tong Road, Kwun Tong, Kowloon, Hong Kong
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