Ready, Set, Merge!

by Myron Beard, PhD, Merger Independent Practice Leader, RHR, Inc., Colorade

nventional wisdom holds that
erger integration should be con-
ducted slowly and carefully. Without
question, great care must be taken to
combine and harmonize ™wo endities. A
denailed plan is essenrial. Bur new evi-
dence suggests thar rather than easing
into the integration process, the tme
frame must be compressed.
The first 100 days after the deal is
announced can determine whether or

paper, why docsn't it translate into real-
ity? The answer can be found in the

handling of post-merger integration.
Redefining the Organization

Every company develops its own
approach to doing business. From hir-
ing practices to product development
and marketing methods, an organiza-
tion operates by unique procedures
developed over time thar are well under-

A more dynamic and effective approach is when
both organizations recognize the merger as an

opportunity to redefine themselves.

not you achieve the desired resuls of
the merger. It can make the difference
between the very success or failure of
the enterprise.

are 2 business reality and represent a
viable method of enhancing competi-
tiveness. Merging can ‘result in an
instant increase in marker share. It can
make an organization more efficient,
enhance product quality and maximize
profitabilicy.

Unfortunately, the benefis sought
by management often fail 1o marerial-
ize. According to The Journal of Business
Serwtegy, onc-third 1o one-half of all
completed mergers fail 1o meet expecia-
tions. If che deal looks good enough on
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stood by its people. Incremental
changes are easily absorbed into the
organization. These day-to-day prac-
tices do not vary widely and take place
within predictable parameters.

A merger represents a2 magnitude of
change that challenges an organization’s
resilience. It requires great amention.
For the acquiring organization to pro-
cced naively in a2 business-as-usual
mode ignores the adjustment, accom-
modation and flexibility required.
Simply doing what was done in the past
with greater intensity stresses the
resources of the organization and can
put the company ar risk. It fails 1o capi-
alize on the potential that the addition
offers.

A more dynamic and effective
approach is when both organizations
recognize the merger as an opportunicy
to redefine themselves. Forging a new,
more powerful organization is the
means to aggressively capture a greater
competitive advantage, the most fre-
quent objective of a merger.

The Best of Both Worlds
Companies become acquisition targets
because they have reached a level of suc-
eess that makes their products, process-
es, technologies or markets desirable.
However, the development of those
desirable qualities didn’t just happen.
The people of the organization were
directly or indirecdy responsible. No
one knows the detils of making the
company successful berter than those
who have had a role in thar success.
Unfortunately, these people frequendy
become acquisition casualties, causing
years of experience, expertise and dedi-
cation to be lost.

Typically in mergers, people are dis-
custed unidimensionally and dichoro-
mously—thar is, who will stay and who
will get severance packages. Lirmle
thought is given to the combination of
talent thar exists in both companies and
the opportunity to develop a superior
organization by blending thar talent.
Too many acquisitions arc treated as
simple asset additions with little or no
consideration for the value of reraining
the personnel of the acquired company.

Usually, the acquiring company
assumes thar its management style,



larger company. Token consideracion is
given to the wishes, insight and non-
technical expertise within the acquired
company. Casualties are viewed as an
unfortunate bur necessary cost of the
acquisidion. It's no wonder that resis-
rance and failure of people o culturally
integrate is 5o often the rosult. [t's not
unusual ycars after a merger thar a
we/they division remains. The toll of 2
bungled acquisition shows up in lost
time, momentum and profits.

Gexing the most from your merger
begins with a murual understanding of
what the new company can become
when the best of both is marshaled. It is
through identification of the best poli-
cies, procedures and people in the two
ness of the new, merged entity can be
realized.

This approach requires commitment
and maturity on the pare of the merging
organizations. It suggests that for the
most effective company to be created. it
takes more than just whar the acquirer
brings. Putting organizational effective-
ness above personal, political and terri-
torial concerns is essential o developing
a world-class organizadon. Collabor-
ation, not power, is the means. Impact,
not size, is the end.

Put Away the Calendar, Pick up the
Stopwatch
Ar first, a gradual blending of organiza-
tions seems logical and appropriate.
After all, people naturally resist change
and it can rake them a while to come
around. Bur experience tells us the
longer it takes, the morc problems
occur. The judgment and decisiveness
of management will be questioned.
The firsc 100 days after a2 deal is
inked sets the tone for the reladonship
berween the merged entitics. Having a
concrete plan to create a more potent

Getting the meost from your merger begins with a

mutual understanding of what the new company

can become when the best of both is marshaled.
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procedures and peopile in the two organizations

that the greatest effectiveness of the new,
merged entity can be realized.

force by using what is best from both
companies allows you to inform people
of the expectations up front. Com-
municarion should be open and honest.
This gives people 2 more realistic under-
standing of whar is going 10 rake place
in the merger, allowing them o make
informed decisions abour their furure
prospects. Openness helps prevent the
defection of ralented people and, in thar
way, facilicares the merger's success,

Establishing a Template

A small group of senior managers repre-
senting the cwo organizations should be
brought together as an integrarion
team. They need 1o work quickly and
intently to develop a new organization-
al template. This remplate is composed
of the numerous characreristics that
identify and define the desired new cul-
ture. The team revisits the rationale for
the acquisition and looks ahead to the
business objectives this union hopes o
achieve.

Whether the goal is to increase mar-
ket share, become more competitve,
develop new technologies or become
more efficient, a set of organzational
characteristics emerges. These charc-
teristics specify the necossary qualities
required for all rlent to succeed in the

new culture. Each organizational func-
tion may have slight variations of
emphasis.

The integration team establishes a
small, bur cricical, group of criteria that
constitutes a “macch” or “fit” with the
individual qualicies required 1o meet the
morc aggressive organizational objec-
tives. This is a far ary from the simplis-
tic, asset-based merger. This method is
designed to develop a potent organiza-
tion with top-flight rlent.

Develop a Detailed Road Map

A road map for integration helps sys-
tematize the process of upgrading the
company while allowing flexibility w
arrend ro hidden issues. This road map
tiveness of executives and managers, the
performance of work units and process-
es. and the management of organiza-

tional change.
Informarion is needed to help quick-

Iy focus on:

B undesstanding the issues and chal-
lenges of the particular merger,

B determining the readiness for
change,

® identifying needs, and
B anricipating hidden problems.
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Evaluation of the strengths and limitations of each
company's departments and processes helps

ensure that the right decisions are made about

how to combine overiapping funclions. it is

The information comes from estab-
lishing profiles of key execurives and
their teams through in-depth assess-
ment of individual styles, strengths and
motivations. These profiles are impor-
tant clements of the integration plan,
especially valuable for anticipating
problem areas,

Evaluation of the strengths and lim-
itations of cach company’s departments
and processes helps ensure thar the right
decisions are made about how to com-
bine overlapping functions. It is impor-
rnt to evaluate everything from com-
munications to work styles.

An overall assessment of organization-
al culture is necessary. You must uncover
employee perceptions and determine
leverage points and areas of resistance.
Only then can you start implementing

The new vision is shaped and com-
municated. Communications programs
that support the new vision are
planned, initiated and sustained. Those
whose behavior exemplifics the new
vision are publicly acknowledged.

Executives and work units are rede-
ployed where they will have the greatest
impact and efficiency. Based on the dama
gathered in the assessments, individuals
are reassigned to positions thar capital-
ize on their strengths.
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important to evaluate everything from communi-
cations to work styles.

Departments are restructured and
processes redesigned to align with the
new template. A system is put in place
for development of team effectiveness
so that teams are cohesive. Because,
inevitably, there will be problems, con-
flict resolution methods must be devel-
oped to ensure quick and effective
solurions. Simultancously, work force
standards are sharpened and common
business practices established. Adjust-
ments are made 1o the culture, as nec-
essary.

The Road to High Ground is Rocky,
but the View is Grand

Looking at things with a fresh perspec-
tve is healthy for the omganization.
Deploying talent based on ability, sys-
tems based on merir, and procedures

based on need is an obvious concept; so,
why is it rare?

Upgrading the new organization can
be accomplished by looking broadly
and deeply at the entire work force and
the systemns and procedures that encom-
pass it. Not only will the viability of the
company be enhanced, when handled
propetly, there is potental 1o actually
integrare faster.

This process significantly reduces
decisions based on politics rather dhan
impact. It gives the new, merged entity 2
greater chance 1o succeed by purting the
most talented emplovess in the key deci-
sion-making and management roles.

Everyone expects a merger to realize
the highest and best outcome. If it is
worth the time, resources and effort w
acquire another company, it is surely
worth the extra step to determine how
you can maximize the value of the deal.
Why accept a lesser outcome when pru-
dence and planning can help the com-
pany become a bigger force in the mar-
ketplace! ®
RHR International Company. a consul-
ing irm specilicing in corporste pochol
ogy &1 based in Wood Dale, IL, and has
offices throughour the U.S., and in
Canads, Belgi England, G
and Russia. For more information call
(708) 766-7007.

Upgrading the new organization can be
accomplished by looking broadily and deeply
at the entire work force and the systems
and procedures that encompass it. Not only
will the viability of the company be
enhanced, when handied properly, there is
potential to actually integrate faster.
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