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Risk Mitigation and Value Creation: 
How to get the most out of due diligence 

In today’s tough market, risk management has become an even greater priority for 
private equity firms. At Tyler Mangan, our experiences from working on more than 42 
deals over the past three years have shown us that due diligence processes are 
becoming ever more stringent, lengthy and expensive. But are these efforts leveraged 
effectively to create value post-deal? With this question in mind, we assembled a 
panel of experts to explore what can be done to unlock previously untapped value 
from the due diligence process.  
 

 
How does the current state of the market affect due diligence? 
 
There is no doubt that the private equity business has changed considerably since the 
2008-09 credit crisis. As we continue to dip in and out of recession, „winners‟ are now 
few and far between and becoming increasingly difficult to identify. Undoubtedly, it has 
become harder for investors and portfolio businesses to deliver on their targets and 
grow in line with expectations. 
 
This has led to a greater emphasis on supporting management teams in driving value 
creation in their businesses by providing guidance around operational and 
management issues, alongside financial and governance expertise. However, the 
volatility and slack growth of our economic environment has also made the investment 
community increasingly cautious. LPs, GPs and lenders demand increasing scrutiny 
during the deal process which has led in a majority of cases to broader and deeper 
due diligence processes resulting in more money and time spent on due diligence 
overall. 
 
Given the substantial and ever increasing effort made to identify critical risk areas 
throughout the deal process, and the importance of effective risk management through 
to exit, we wanted to capitalise on our panel‟s expertise to explore two key issues. 
First, how do we ensure due diligence processes are as effective as possible at 
identifying current and future risk areas for portfolio businesses? Secondly, how do we 
integrate and leverage due diligence post-deal to drive value from on-going risk 
management and organisational improvements?  
 
 
Is there enough focus on the future and the upside?  

 
In the current unpredictable economic climate, there is only so much we can learn 
from taking a retrospective approach. While the past is a good guide, our panel felt 
that at times there is too much focus on looking backwards rather than looking at 
where the business is going: “There is definitely too much focus on the transaction of 
the deal and not enough on the future”. In this respect, “the term due diligence is 
archaic; it suggests that due diligence is about what can go wrong for the sponsor. Is 
there any focus on the upside?” 
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For this reason, management due diligence has become increasingly important for 
creating value pre and post-deal by effectively identifying current and future risk areas 
for portfolio businesses. One panellist commented that in his experience, “85% of 
transactions that go wrong are due to a management issue”. Management due 
diligence can identify the capabilities of the management teams, and discern whether 
these are adequate to driving the exit strategy and/or potential risk triggers. For 
instance, how will the management team respond to external changes? In our 
experience, building leadership capabilities for supporting the growth strategy post- 
deal is the key attribute of management due diligence. One panellist confirms that “a 
lot of the deals that have failed have done so because there was no clear leader.”  
 
Management due diligence recognises that there is no value in looking at risk from a 
static state when it is constantly moving. At Tyler Mangan, our approach is therefore 
not so much “should you do the deal?” as “how do you make it work?” We 
continuously ask ourselves how the management team would cope if the business 
were to double in five years. The aim of our work is to reduce management risk by 
building robust management capability and providing effective management structures 
to optimise investment returns. We focus on making management teams more 
effective so that they can execute against the investment strategy and realise value for 
all stakeholders. As one panellist suggested: “Making an investment is like jumping a 
chasm – due diligence is not going to make the chasm smaller but it can help you 
decide what to do when you get to the other side”. 
 
Is there too much protectionism around the due diligence process? 

 
The further challenge is that once risks have been assessed, there is little support for 
management teams to build an adequate risk management framework that can 
respond and then be tailored to the varying needs of the business. Too often the focus 
is on financial reporting, rather than more comprehensive risk management. For this 
reason, there is definitely a case for more sharing of best practice information, both to 
avoid duplication and to drive value from on-going risk management and 
organisational improvements.  
 
Indeed, it is crucial to establish feedback loops across stakeholders -including 
management- that continue throughout the cycle to support the implementation of key 
issues. By the time due diligence is carried out the investor has often already done a 
lot of thinking. Yet, the transfer of this knowledge is quite often not very effective. 
Similarly, there is still much that can be done between providers to help the transition 
from risk assessment to on-going risk management. The panel felt there is a need to 
start moving out of silos and realise that sharing  findings across operational, 
commercial, financial and management due diligence in particular can be valuable in 
identifying both risks and opportunities. 
 
Post-deal, we see opportunity to improve upon the value creation and 100 day plans 
that investors currently employ to support the transition from risk assessment pre and 
post-deal. With new ownership comes a new post-deal reality. We find that the 
significant changes undergone by the management team create a completely new set 
of demands that the management team will need help adjusting to before they can 
digest further change. Many 100 days plans are not implementation plans, but 
incorrectly prioritised spread sheets and target lists that are left for the management 
teams, who often do not have the resources or capabilities, to execute. The panel 
agrees that 100 day planning isn‟t always „meaningful‟.  
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Instead, it makes sense to focus on what the team does best, and fixing the two or 
three things that can have the biggest impact on driving the business forward. In our 
work we have found that businesses which focus on building the specific capabilities 
to deliver on their value creation plan from within their teams, and those which 
carefully prioritise work in light of their internal capacities, are usually far more 
effective in executing their key objectives and thus are better prepared to drive growth. 

 
Conclusion 

 
The market has changed and due diligence has changed with it. There has been a 
move towards developing more focus and discarding practices that do not add 
sufficient value. But there is still more that can be done in assessing management risk 
and in the area of information exchange between due diligence providers and between 
investors and providers. In some respects, „due diligence‟ is an archaic term. Modern 
private equity requires a collaborative approach that will produce the right plan in the 
build-up to exit. In other words, the focus is on the future and working together. 
 
About Us 
 
Tyler Mangan is a boutique leadership consultancy that works with senior executives and 
leadership teams to enhance their organisational performance, particularly during times of 
transition. The consultancy believes in a targeted, collaborative and supportive approach and 
that low-volume, high-impact interventions deliver the best results. 
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