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The	Road	Map	for	Successful	M&A	Starts	with		
Chemistry	Among	Principals	

	
By	

John	E.	Hyde,	Esq.	
Managing	Director	–	Special	Situations	

Graphic	Arts	Advisors,	LLC	
	
I	am	often	asked	by	owners,	senior	management,	
investors,	and	lenders	what	is	the	single	most	
critical	consideration	for	success	or	failure	in	
Mergers	and	Acquisitions	(M&A)	of	companies	in	
the	printing,	packaging,	mailing	services,	creative,	
and	graphic	communication	industries.		
	
My	answer	has	been	consistent	for	the	past	
twenty-five	years.	Number	one	is	chemistry	
among	principals,	closely	followed	by	the	strategic	
fit	between	buyer	and	seller,	and	the	financial-
legal	transaction	details	that	have	to	be	fair	and	
balanced	in	order	to	withstand	bumps	in	the	road.		
	
I	acknowledge	that	my	perspective	on	chemistry	
may	seem	counter-intuitive,	coming	from	
someone	who	“cut	his	teeth”	as	a	young	lawyer	
working	on	Fortune	500	M&A	transactions	at	a	
Wall	Street	law	firm	back	in	the	day.	The	huge	
volumes	of	legalese	on	printed	sheets	of	paper	
stacked	in	binders	covered	virtually	all	
contingencies	of	“what	if”	events.			
	
In	my	subsequent	career	as	an	M&A	advisor	and	
restructuring	expert,	I	have	found	time	and	time	
again	that	harmonious	interaction	among	people	
is	critical	for	M&A	success.	Assessing	whether	and	
to	what	extent	individuals	can	work	together	in	
problem-solving	is	way	more	art	than	science.	
Facing	critical	life-changing	events,	such	as	the	
sale	of	the	family	business,	owners	are	left	with	
their	own	intuition	as	the	guiding	light	for	

evaluating	a	potential	M&A	partner	with	regard	to	
ethics,	integrity,	reliability,	habits,	open-
mindedness,	and	communication	preferences.		
	
Among	traditional	professionals	such	as	lawyers	
and	accountants,	pre-M&A	consultation	on	putting	
companies	together	rarely	goes	into	chemistry	
among	principals.	Advice	on	potential	problems	
turns	away	from	chemistry	and	into	watchwords	
such	as	“buy	assets,	avoid	stock”	and	“get	as	much	
cash	up	front	as	possible.”		
	
Research	on	the	Internet	for	advice	on	assessing	
chemistry	among	principals	in	the	context	of	M&A	
is	sporadic	at	best.	By	contrast,	the	public	domain	
is	dotted	with	articles	about	multiples	of	EBITDA	
(Earnings	Before	Interest,	Taxes,	Depreciation,	
and	Amortization)	and	the	occasional	blog	from	an	
HR	person	writing	about	cultural	fit	in	mergers.		
	
The	literature	involving	succession	planning	
covers	more	ground	on	the	challenges	inherent	to	
intergenerational	transfer	of	business	within	
family	ownership.	However,	the	authors	generally	
come	from	management	consulting	backgrounds	
(that	spew	out	organizational	development	
theories)	or	subject-matter	gurus	on	tax	
minimization.		
	
You	may	be	thinking,	“Why	is	chemistry	so	
important?”			

	
Chemistry	is…	

	
														Irrelevant	in	real	estate	(no	direct	interaction	between	parties	before	or	after	closing).	

	A	very	small	element	in	Wall	Street	M&A	where	it’s	all	about	the	stock	price.	
	Fairly	important	in	negotiating	a	sale	of	business	on	Main	Street.	
	A	key	part	of	private	equity	investments	which	rely	heavily	on	the	person	driving	the	business.	
	A	major	element	in	orderly	wind-down	of	business	(partners	not	on	the	same	page	makes	it	
	harder	to	achieve	graceful	transition	favorable	to	customers,	employees,	and	suppliers).		
	essential	to	successful	M&A	of	family	and/or	entrepreneurial	businesses	(transactional	
	chemistry	and	post-M&A	closing	relationship).	
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Unlike	a	routine	house	closing,	chemistry	is	
important	for	solving	problems	during	the	
transaction	process,	and	in	post-closing	
implementation	and	operational	transition.			
	
Transactional	chemistry	among	principals	is	
important	for	efficient	and	careful	implementation	
of	the	M&A	process.	For	example,	one	owner	may	
consider	cautious	wording	when	the	time	comes	
to	communicate	to	employees,	but	the	other	
owner	may	not	recognize	the	value	of	planned	
communications	and	may	be	too	casual	with	
premature	or	unplanned	disclosures.	One	case	not	
long	ago	involved	an	emotionally	unaware	buyer	
surprising	the	anxious	seller	by	bringing	a	plant	
production	person,	wearing	the	buyer	company’s	
tee	shirt,	to	a	confidential	meeting	at	the	seller’s	
operation,	causing	a	concern	about	premature	
leaking	of	the	still-to-be-negotiated	deal.	
Transactional	chemistry	did	not	go	well	that	day,	
and	the	seller	backed	out	before	receiving	an	offer.		
	
It’s	worth	noting	that	transactional	chemistry	is	
what	gets	the	parties	through	the	initial	
conceptualization	of	a	deal,	the	M&A	offer,	legal	
documents,	due	diligence,	and	closing,	but	it	is	
relationship	chemistry	that	matters	most	in	the	
post-closing	environment.	Transition	issues	tend	
to	be	about	communications,	meeting	
expectations,	solving	problems,	and	navigating	
through	challenges	that	come	up	in	day-to-day	
business	and	by	virtue	of	M&A	itself.		
	
Many	healthy	company	clients	come	to	my	
consulting	practice	from	the	buy-side,	seeking	to	
grow	through	strategic	acquisition	of	distressed	

company	assets.	Their	collective	voices	are	heard	
saying,	“Post-closing	chemistry	with	the	principals	
and	key	people	is	hugely	important	in	the	
transition	period	and	perhaps	longer.	They	are	
now	part	of	our	organization.	This	has	to	succeed.”		
	
There	is	no	doubt	that	an	employment	
relationship	carries	its	own	set	of	challenges,	but	
the	buyer	should	remember	that	sellers	likely	cast	
their	future	on	the	shoulders	of	the	buyer	in	a	way	
that	is	inherently	uncomfortable	for	someone	who	
made	their	own	way	as	an	entrepreneur-owner.		
	
Chemistry	among	principals	is	sometimes	tested	
in	the	monetization	of	performance-based	earn-
outs	or	royalties.	For	most	companies	in	the	
$2,000,000	to	$20,000,000	annual	revenue	range,	
it	is	highly	likely	that	the	buyer	and	seller	will	
have	some	form	of	continued	relationship	post-
M&A	closing.	Negotiations	often	involve	the	use	of	
earnouts	that	require	future	performance	as	a	
condition	to	payments	in	addition	to	cash	at	
closing.			
	
Earnouts	or	royalties	make	the	seller	a	
stakeholder	in	the	buyer’s	enterprise.	The	seller	
may	also	end	up	as	landlord,	creditor,	or	equity	
partner.	These	connection	points	require	the	
seller	to	feel	confident	that	the	buyer	is	willing,	
able,	and	capable	of	achieving	continued	viability	
and	prosperity.	They	are	fertile	ground	for	
inevitable	problem	solving	on	a	one-on-one	level	
without	having	to	look	at	legal	documents	or	call	
lawyers.		

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

										 			Three	Tips	for	Ascertaining	Chemistry	Among	Principals	

	Establish	and	maintain	communications	unrelated	to	M&A	(estimates	for	
outsourced	jobs;*	conversations	about	equipment,	business,	economy,	sports,	and	family).	

Meet	and	connect	with	significant	influencers	such	as	partners,	spouse,	and	family	
members	who	work	in	the	business.	

	Carefully	arrange	a	dinner	and/or	visit	to	key	person’s	home	to	take	the	
conversation	into	a	non-business	environment.	

*	Several	clients	of	Graphic	Arts	Advisors,	LLC	in	2022	and	2021	gained	significant	new	revenues	from	outsourced	
work	initiated	through	new	potential	M&A	partners	during	exploratory	talks.	Clients	appreciated	the	new	
customer	relationships	as	added	benefit	of	client	investment	in	M&A	outreach	retainers.		
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After	the	rush	of	pre-M&A	closing	activity	and	the	
haze	of	post-closing	transition,	it	is	common	to	
expect	relationships	and	individual	
communication	to	fill	in	the	gaps	in	legal	contracts	
so	that,	over	time,	the	M&A	closing	documents	
fade	away	into	storage,	figuratively	and	literally.	
At	this	stage,	personal	chemistry,	or	lack	thereof,	
will	be	tested	in	real-time.		
	
A	word	of	caution	is	in	order	to	avoid	relying	too	
much	on	personal	chemistry	in	assessing	M&A	
opportunities.	My	partners	at	Graphic	Arts	
Advisors,	LLC,	Mark	Hahn	and	Mitch	Evans,	
remind	me	of	a	case	last	year	where	the	seller	
became	too	enamored	by	the	buyer,	leading	to	
disappointment	and	a	feeling	of	betrayal	when	the	
buyer	eventually,	after	a	protracted	courtship,	
made	an	offer	that	was	completely	inadequate.	
The	other	potential	suitors	were	put	on	hold	long	
before	and	never	resurfaced.	That	case	stands	as	
the	poster	child	for	the	proposition	that	chemistry	
development	and	courtship	should	fit	within	a	
structured	M&A	process.	This	minimizes	the	risk	
of	“getting	sucked	in”	and	wasting	valuable	time.		
	
No	one	can	argue	that	chemistry	is	far	more	
germane	to	M&A	involving	privately	held	
companies	than	to	publicly	traded	corporations.		
	

This	is	one	reason	why	investment	bankers	
consummate	big	Wall	Street	deals	faster	than	
transactions	involving	privately	owned	businesses	
where	family	and	personal	relationships	require	
careful	consideration	beyond	the	sale	price.	
	
Lastly,	readers	should	appreciate	that	I	am	not	
just	writing	about	the	importance	of	personal	
chemistry	in	M&A	involving	clients	and	contacts.	I	
relied	heavily	on	personal	chemistry	in	the	
succession	sale	of	my	dad’s	tax	and	accounting	
practice.	My	dad	was	an	old	school	solo	
practitioner	who	worked	as	long	as	he	could	until	
age	caught	up	to	him.	I	stabilized	the	client	base	as	
much	as	I	could,	and	then	negotiated	the	sale	of	
the	business	to	a	wonderful	accountant	who	was	
introduced	through	my	college	roommate.	The	
chemistry	was	right,	and	we	agreed	to	the	deal	
over	a	handshake	at	a	diner.	The	good	chemistry	
continued	over	the	next	five	years	and	remains	
strong	to	this	day.		
	
As	a	young	lawyer	at	a	Wall	Street	law	firm	back	in	
the	day,	I	could	never	have	imagined	such	a	no-
document/all	chemistry	scenario!		
	
	
	

	
	
A	Real	Merger	Success	Story	Driven	by	Partners	Chemistry	
	
Premium	Color	Group,	LLC	
	
Co-owners	Mark	Fitzgerald	and	John	Watson	of	Premium	Color	Graphics,	Inc.	sought	M&A	advice	from	John	
Hyde	to	structure	a	formal	merger	with	Andy	Griffin,	owner	of	Hand	Pack,	Inc.	in	2009.	At	the	time,	Premium	
was	a	commercial	printer,	running	sheet	fed	and	digital	devices;	Hand	Pack	focused	on	hand	assembly	and	
fulfillment.	This	deal	checked	each	of	the	boxes:		
	

• The	Strategic	Fit	was	a	10.		
• The	pre-M&A	closing	transactional	Chemistry	was	great	and	had	been	already	vetted.		
• The	Merger	agreement	was	hashed	out	to	be	fair	to	all	principals.		

	
The	chemistry	has	endured	the	test	of	time	and	changes	in	the	industry.	The	three	partners	continue	to	get	
along	to	this	day,	and	each	contributes	to	the	shared	success	of	the	merged	entity.	Working	as	a	team	and	
with	each	partner	having	input	and	approval	over	major	decisions,	they	expanded	into	packaging,	outsourced	
sheetfed	offset	production,	and	have	ranked	high	in	profitability	and	EBITDA	for	many	years	including	2020	
and	2021.		
	
Disclosure:	Premium	Color	Group,	LLC	and	its	packaging	affiliate,	Keepsake	Products	USA,	are	clients	of	Graphic	
Arts	Advisors,	saying,	“John	Hyde	helped	put	us	together,	now	he	can	help	us	figure	out	our	strategic	direction.”	
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Lack	of	Chemistry	Among	the	Principals	Leads	to	Turbulent	Break-up	of	Partnership	

ABC	Graphics,	Inc.	(names	have	been	changed	for	confidentiality	purposes)	

When	Art	Apple	and	Bill	Bagel	got	together	in	2016,	it	had	seemed	like	a	natural	strategic	fit	where	each	partner	
and	their	colleagues	would	benefit	from	being	part	of	a	larger,	more	diverse	enterprise.		

Throughout	an	extensive	career	at	the	intersection	of	retail	and	the	printing	industry	stood	Art	Apple.	He	was	well	
known	as	a	dynamic	sales-oriented	executive,	successfully	operating	with	an	“asset	light”	infrastructure	(which	we	
used	to	describe	as	a	“print	broker”).	Across	town,	having	survived	from	a	devasting	fire	eight	years	earlier,	Bill	
Bagel	had	built	Bagel	Graphics	into	a	successful	printing	company	with	manufacturing	excellence	and	quality	
customer	relationships.	Each	of	these	healthy	companies	brought	a	lot	to	the	table,	and,	in	putting	together	their	
own	merger,	it	seemed	that	the	only	concerns	would	be	about	working	together	and	how	to	divvy	up	profits.		

Chemistry	among	principals	first	showed	some	cracks	even	as	legal	papers	were	being	drawn	up.	Art’s	lawyers	
prepared	one-sided	documents	that	should	have	raised	red	flags.	The	formulas	for	determining	profits	and	
shareholder	distributions	contained	general	manufacturing	rather	than	printing	industry-specific	provisions	about	
cost	allocations.	Art	convinced	Bill	there	was	no	point	having	Bill	bring	in	his	own	lawyer.	“If	we’re	going	to	be	
partners,	it’s	a	waste	of	money	to	have	two	lawyers	involved,”	Art	said.	Not	long	after	they	closed	the	M&A	deal,	
Bill	and	Art	began	disagreeing	about	profit	formulas	and	the	impact	on	shareholder	distributions.	The	wall	of	trust	
had	suffered	its	first	cracks.		

By	2019,	when	Bill	Bagel	reached	out	to	Mark	Hahn	and	John	Hyde	of	Graphic	Arts	Advisors	for	evaluation	of	his	
options,	chemistry	had	eroded	over	time.	“Before	taking	a	seat	in	the	conference	room	at	my	first	meeting,”	
recalled	Hyde,	“Art	and	Bill	could	not	even	agree	whether	there	was	a	meeting	scheduled	that	day.	I	found	it	
remarkable	that	despite	utter	disharmony,	the	merged	entity,	ABC	Graphics,	Inc.	had	performed	fairly	well	and	
there	was	a	solid	underlying	business	that	could	have	soared	with	strong	leadership	and	management.	Ultimately	
the	toxic	relationship	eliminated	options	requiring	partners	to	collaborate.”	A	sale	of	business	as	a	going	concern	
would	need	partners	on	the	same	page	as	to	identifying	and	communicating	with	potential	suitors	and	ascertaining	
a	sale	price.	A	sale	of	intangible	assets	to	a	tuck-in	acquirer,	followed	by	orderly	liquidation	of	balance	sheet	assets	
and	unwinding	of	liabilities,	would	be	impractical	without	communication	and	cooperation	among	partners	on	
critical	issues	such	as	timing,	disposition	of	equipment,	surrendering	of	real	estate	lease,	settlement	with	suppliers	
and	leasing	companies,	collaboration	on	a	final	corporate	income	tax	return,	and	other	winddown	issues.		

With	no	M&A	solution,	the	acrimonious	corporate	divorce	between	Art	Apple	and	Bill	Bagel	was	finalized	in	2021	
in	a	shareholder	restructuring	transaction	neither	side	celebrated,	but	at	least	each	former	partner	was	able	to	
part	ways	and	go	forward	without	the	daily	stress	and	distraction	of	a	toxic	business	relationship.		
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John E. Hyde 
Managing Director  
Special Situations 
Graphic Arts Advisors, LLC 
2 Hidden Valley Drive 
Suffern, NY 10901 
Tel: 646-220-4431 
Fax: 973-679-2789 
john@graphicartsadvisors.com 
www.graphicartsadvisors.com 
www.thehydeopinion.com	

John E. Hyde, Esq. is Managing Director - Special Situations for 
Graphic Arts Advisors, LLC. He has in excess of thirty years as 
one of the leading consultants to the printing, mailing and 
graphics communications industry in the areas of mergers, 
acquisitions, and corporate restructuring.  
 
John is primarily known for helping ”treading water” companies 
to gracefully transition from ownership by strategic sale of 
business, non-bankruptcy debt settlements, and post-closing 
orderly wind-down of assets and liabilities.  
 
John began his career as an attorney with the firm of 
Chadbourne & Parke LLP in New York. Subsequently, John 
founded Rampart Associates in 1990, a highly respected 
regional consulting firm which was acquired by the National 
Association for Printing Leadership (NAPL) in 2004. John served 
as NAPL Senior Vice President, led the M&A advisory team, and 
was instrumental in expanding the market presence and 
relevance of the NAPL consulting practice. In May 2013 John 
returned to private consulting practice and re-focused his efforts 
on assisting select clients with M&A advice on transaction 
structures that were known for cutting edge techniques to 
allocate risk between buyer and seller. In 2015, John joined 
former NAPL consultants Mark Hahn and Mitch Evans as 
partners in Graphic Arts Advisors, LLC.  
 
John has authored numerous articles for industry publications 
and co-authored “Strategic Growth: The NAPL Guide to Mergers 
& Acquisitions” published in 2012.  
 
John holds a BA from Colgate University and earned his JD from 
Tulane Law School. He is a licensed lawyer in New York State 
and serves as Trustee, Fiduciary, or Receiver for administration 
of debtor orderly wind-down plans.  


