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CI INDUSTRY: Mergers & Acquisitions

Continued M&A 

FOR 2017
FLURRY FORECAST 
A combination of strong balance sheets, low interest rates, high private equity 
cash and need for add-on services should keep the perfect mergers and 
acquisitions storm swirling. By Ari Fuchs

T
HE COMMERCIAL inte-
gration industry experienced 
a truly transformational year 
in 2016. The rapid evolution 
of technology combined 

with shifting client needs has caused inte-
grators to rethink how technology and ser-
vices are delivered. Collaboration between 
voice, video and traditional IT is increasing 
and is causing a paradigm shift in how cli-
ents leverage technology to communicate 
and grow their enterprise. 

In 2016,  integrators successfully 
employed merger and activity (M&A) 
strategies to grow their businesses by 
acquiring complementary services and 

technologies, accessing new geographic 
markets and bolstering their presence in 
attractive and growing end markets. In 
addition, integrators leveraged M&A in 
pursuit of liquidity as both private equity 
and strategic buyers played an active role 
in the marketplace.

As integrators develop, refine and exe-
cute on their strategic plan for 2017, sev-
eral notable and potentially impactful 
trends are worth considering.

Fragmentation Driving  
Industry Consolidation
The rapid rise of M&A in the industry is not 
too surprising. The macroeconomic environ-

ment has been defined by slow and steady 
growth for the past several years. Businesses 
across the board have been forced to sup-
plement organic growth with mergers and 
acquisitions in order to remain competitive 
and deliver shareholder returns. 

The economic environment has been 
supportive of this trend as corporate bal-
ance sheets remain strong, interest rates 
remain near historic lows and private 
equity has record-high levels of cash ready 
for investing. M&A moves have impacted 
both integrators and hardware manufac-
turers as each strives to remain relevant 
and competitive in their constantly evolv-
ing industries.
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Fueling the consolidation trend is the 
fragmented nature of the integration mar-
ketplace. There are approximately 5,000 
services and solutions providers in the 
U.S., representing roughly $16.9 billion in 
service-related revenue in 2016, accord-
ing to a recent InfoComm study. The top 
50 AV/IT/automation providers reported 
revenues of approximately $3.4 billion or 
20 percent of industry revenue, with the 
remaining 4,950 providers making up the 
balance of $13.5 billion (80 percent) or $2.5 
million average revenue per integrator.

Integrators Try Enhancing 
Value Proposition
The AV industry has historically been 
driven by project-oriented work — work 

that is often choppy and unpredictable, 
and subject to pricing and margin pres-
sure. The rapid evolution of technology 
and shorter refresh cycles, combined 
with customers’ desire for unified com-
munications and IT-centric solutions has 
created demand for sophisticated pro-
fessionals with expertise beyond tradi-
tional AV. 

Integrators that have made invest-
ments in people, infrastructure and 
support have the most to gain as the 
trend continues to develop and mature. 
Smaller, resource-challenged integra-
tors are beginning to face an uphill 
battle with both IT and unified com-
munications forming the backbone of 
today’s complex AV solutions. In addi-

tion, integrators without the infra-
structure and experience to support 
managed services will find it increas-
ingly difficult to profitably compete in 
a crowded, technologically-advanced 
marketplace.

In 2016, integrators actively used 
acquisitions as a means to build value 
for their customers, shareholders and 
employees. Acquisitions have helped 
integrators add complementary services 
that can be cross-sold to both new and 
existing customers; add depth and expe-
rience in certain verticals; and to expand 
geographic scale, both domestically and 
internationally. (Several notable acquisi-
tions are identified below.)

To further demonstrate these trends, 

ANNOUNCED TARGET ACQUIRER TARGET DESCRIPTION

2/9/2016 Technical Innovation Diversified
Provides system design and engineering, equipment sales services and special-
izes in audio video, video conferencing, streaming media, digital signage, telep-
resence, video-centric communications and design-build system integration.

2/29/2016 AV Solutions NY Sensory Technologies Provides audio-visual equipment and services including video conferencing, screen 
displays, digital signage, projection screens and sound and acoustic equipment.

3/3/2016 The Systems Group Diversified
Provides technical and project management support systems such as digital 
infrastructure conversion, work flow and process analysis, media asset 
management planning and interactive and streaming content planning.

4/8/2016 Alpha Video & Audio Video Tech Provides commercial integration services focused on the live event and sports 
production market, particularly for colleges and universities.

6/3/2016 Digital Roads Advanced Network  
Management

Provides audio-visual contract services including digital signage,  
AV and IT systems integration, unified communications,  
specialized systems and surveillance and access control.

6/6/2016 Digital Networks Group Avidex Industries

Digital Networks Group, Inc. (DNG) is a Southern California-based technology 
systems integrator specializing in turnkey audio visual and information technology 
related systems in the public and private sectors. DNG possesses a unique 
business value proposition which includes its unparalleled breadth of design.

6/8/2016 Atrion Carousel Industries Provides enterprise-level IT services and solutions.

7/18/2016 AV Plus Design The Sextant Group Provides design services for projects, including systems for video production, 
conference rooms, auditoriums and arenas.

8/11/2016 ON Event Services Global Experience  
Specialists

Provides audio-visual event services, including live event production service 
and in-house audio-visual services to hotels, meeting and event facilities, 
convention centers and duplication and media.

11/7/2016 Media Management Diversified Media Management is an AV and IT company that designs, builds and simplifies 
complex communicaton technologies.

11/14/2016 Harman International Samsung Electronics
Harman International designs and engineers connected products for automakers, 
consumers and enterprises worldwide, including connected car systems; audio 
and visual products, enterprise automation; and connected services.

11/30/2016 Anderson Audio Visual AVI-SPL
Anderson specializes in audio visual, data and security system design, 
integration and support that enables our clients to better engage, collaborate 
with, and inform their audiences.

2016 Strategic Transactions Snapshot
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let’s highlight several 2016 transactions 
and their impact on both the buyer and 
seller.

AVI-SPL’s November 2016 acquisition 
of Anderson AV accomplished several 
objectives. First, it allowed AVI-SPL to 
further entrench itself in the Califor-
nia marketplace. Second, it provided 
AVI-SPL with a robust cadre of custom-
ers in the tech sector, a market that is 
expected to experience strong growth in 
the coming years. Third, the acquisition 
provided Anderson’s customers with a 
global solution and service footprint, a 
benefit Anderson on its own couldn’t 
provide. 

Anderson AV “had established deep 
and long relationships with many com-
panies that frankly we had been targeting 
for a long time,” AVI-SPL CEO John Zettel 
said (read more about this move on p. 14). 
“That’s why it really checked the box in 
that it was the company that we wanted 
to pursue [especially with] the geography 

and those sectors.”
Similarly, Diversified’s acquisition of 

Technical Innovation in February 2016 
provided it with significantly greater 
exposure to a suite of complementary 

solutions and services. CI 2016 Integra-
tor of the Year Diversified got its start 
in digital signage, broadcast and IPTV 
among other areas while Technical 
Innovation’s expertise is in the area of 
command and control and unified com-

munications. There were very few areas 
of overlap, which made the acquisition 
even more compelling. 

“The strategy is in response to our cli-
ents, who are looking for a global partner,” 
noted Diversified CEO Fred D’Alessan-
dro. “It’s less about us and being big or 
being everywhere. In deference to our 
name, we have assembled a wide array 
of subject matter experts across the full 
spectrum of multimedia solutions.”

Smaller integrators were also active 
on the acquisition front. In April 2016, 
Alpha Video & Audio acquired Video 
Tech of Tallahassee, Fla., providing Alpha 
with further entrée into the live event 
and sports production market, particu-
larly for colleges and universities. It also 
gave Alpha a physical footprint in the 
Southeastern U.S., enabling it to provide 
increased support and integration ser-
vices to its clients in that geography.

“Acquiring Video Tech is a unique 
opportunity to expand our service and 
support coverage by adding outstanding 
engineering, integration, event support 
and SMA expertise,” Alpha CEO Kevin 
Groves said in that deal’s announcement. 
“Greater depth of capability for the Flor-
ida office will be supplied immediately by 
Alpha Video’s experienced technical and 
administrative teams.”

When developing a strategy around 
corporate growth, acquisitions will con-
tinue to play an important role for inte-
grators. Buy-side acquisitions may carry 
a greater upfront cost, but they will often 
reduce the execution risk of building out 
one’s own team and investing in the infra-
structure to support it.

Private Equity Appetite, 
Attractive Industry Collide
Private equity sponsors typically employ 
a buy-to-sell approach. The growth of 
the private equity sector is predicated 
on its standard practice of buying busi-
nesses and then, after steering them 
through a transition of performance 
improvement and add-on acquisitions, 
selling them. This is at the core of private 
equity’s success.

The commercial integration industry 
is particularly attractive to private equity 
investors for several reasons. First, the 

“[Anderson AV] had 
established deep 
relationships with many 
companies that frankly 
we had been targeting 
for a long time.” 

—JOHN ZETTEL, AVI-SPL
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historically low-margin sector is experi-
encing somewhat of a rebirth. The pace 
of change in the AV industry, contin-
ued innovation in technology and the 
advent of IT-centric unified communi-
cations positions the overall industry for 
a period of sustainable growth. 

In addition, the fragmented nature 
of the business provides exceptional 
opportunities for value-add, bolt-on 
acquisitions. And last, but certainly not 
least, is the rising importance of man-
aged services and the recurring revenue 
streams it provides (valuation multiples 
are substantially higher for businesses 
that can demonstrate recurring reve-
nues) make the case for expanding val-
uations in the sector. 

All that said, private equity sponsors 
are looking for opportunities to build 
value in their portfolios and are seeing 
substantial value-creation opportunities 
in the integration sector. 

For example, “Verrex is the ideal com-

bination of a multi-generational business 
that has built a strong culture combined 
with an unusually talented management 
team,” said Jeffrey Schaffer, founder and 

managing partner of Five Crowns Capi-
tal, in announcing that firm’s acquiring of 
70-year-old New Jersey-based integrator 
Verrex last summer. 

“The company has a long history of 
providing exceptional services to some of 
the most demanding multinational cor-
porations in the world. Their culture and 

expertise position the company well for 
significant future growth, both organically 
and through strategic acquisitions,” Schaf-
fer says.

(Several notable private equity-spon-
sored transactions are identified above.)

Look for More M&A Upcoming
Mergers and acquisitions played a major 
role in shaping (or reshaping) the commer-
cial integration industry in 2016. There is 
no doubt that the momentum created last 
year will continue into 2017. 

Last year’s megadeals generated a lot of 
positive chatter in the community and are 
causing many integrators to rethink their 
strategy and determine whether now may 
be the ideal time to either a) position their 
business for sale; or b) use acquisitions to 
build shareholder value. C I

ARI FUCHS is a director with The DAK Group 
(dakgroup.com), an investment banking firm 
specializing in the middle-market. 

ANNOUNCED TARGET ACQUIRER TARGET DESCRIPTION

12/19/2015 Diversified Tailwind Capital Diversified is a globally recognized broadcast, AV turnkey systems engi-
neering and managed services organization.

4/28/2016 AVI-SPL H.I.G. Capital

Provides video communication solutions. It offers amplifiers and misers, 
audio cables, headphones and accessories, microphones, receivers and 
tuners, speakers, camcorders, digital signage, video displays, projectors, 
security and surveillance, AV cables, storage cases, control panels and 
audio-visual accessories.

7/5/2016 AVAD Kingswood Capital  
Management

Provides AV solutions specializing in both residential and commercial 
integration. It also offers cutting-edge integrated solutions for video, 
audio, lighting control, content management, networking, digital signage; 
plus whole-home and business automation.

7/8/2016 Polycom SIRIS Capital Group Provides solutions for video, voice, data and web communication.

8/1/2016 Verrex Five Crowns Capital
Provides audio-visual systems integration, support, and solutions. It 
offers design-build, project engineering and management, procurement, 
fabrication, systems integration, and programming.

11/29/2016 Corbett Technology 
Solutions Tower Arch Capital

CTSI provides high-impact communications solutions that enable 
people to consolidate information and collaborate effectively. CTSI 
designs, installs, and implements customized turnkey solutions using 
innovative, high-performance technologies, and CTSI’s dedicated 
professionals provide complete customer care. From boardrooms 
and hospitals to classrooms and command centers. CTSI’s solutions 
engage, inspire, and deliver.

Recent Private Equity Transactions Snapshot 

“The strategy is in response 
to our clients, who are 
looking for a global partner. 
It’s less about us being 
big or being everywhere.” 

—FRED D’ALESSANDRO, DIVERSIFIED
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