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The integration after mergers & acquisitions (M&A) is a highly discussed topic in the scientific world as well as in practical experience of the management. The importance of this debate is not only manifested in miscellaneous publications and a failure rate of over 50%, but also in the intensity of the involvement of the top-management in such processes. This article presents the scientific discussion regarding selected areas in  post-deal-integration and combines this with practical experiences, to achieve an integrated, holistic concept in the sense of the system theory. 
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1. Definition of “integration”

The term “integration” leads back to the Latin words “integrare” (retore, rebuild) and “integer” (complete, intact) and brands in the common linguistic usage a process, which creates out of different parts a whole entity (Lehmann, 1980, p 976).

Gerpott (1993, p. 115) states more precisely the term integration in mergers & acquisitions and lists the following dimensions. Integration is:

· an evolutional process [mainly driven by the acquiring company (=initiator of integration)],

· in which via interactions (=tools of integration) of the employees of the acquiring and the acquired company,

· immaterial abilities and know-how of both companies are influenced and transferred and

· changes in the use of material resources are effectuated,

· to realize synergies and increase the total value of the merged companies (=aim of integration).

2. Holistic concept of a success optimizing integration

The concept of integration presented consists of 3 components, which are (1) visionary-strategic, (2) social-cultural and (3) structural-organizational.







    Figure 1: Concept of integration

2.1. Integration management

2.1.1. Integration as a project

Integrations have to be set up in companies as projects. Depending on its complexity and operational depth tasks will be executed by different teams (Steering committee, Project Management Team, Task forces). The Steering committee is the supreme authority for decisions (final decisions, strategic decisions), whereas the Project management team drives, coordinates and governs the work of the Task forces, who work on specific, operational topics. (Clever, 1993, p.135). 

A project is characterized (Gareis, 1991, p. 19) with criteria as time, goal, extraordinary circumstances of the task, involvement of several people, complexity and incertitude/risk. An integration fulfills all of these elements. 

2.1.2. Allocation of teams as integration task

Empirical appraisals, which were done by qualitative interviews, led to the clear result, that the allocation of the teams is a very important integration task and the company has to be very sensitive in naming team members. This helps especially in keeping valuable employees within the company. The integration teams should consists of the same proportions of employees. A process like this enables a transfer of knowledge (Middelmann, 2000, p. 115) and the acceptance of the change management is increased. Another important factor is that the people who are responsible for the integration need to spend a lot of time with the integration process. To achieve a good performance managers and dedicated employees should be released from work by 50% in order to support integration activities. The team members have to be selected based on professional qualification and personal characteristics. The number of people working in integration teams has to be limited. Some other authors recommend a specific number of people involved, but this is not comprehensive, because this number should be aligned with the specific integration project, its complexity, the depth of integration and the strategy of the company. So a certain, specific number does not make sense. The teams and the team members have to have clear competences and clear areas of work (Clever, 1993, p. 136).

2.2. Velocity of integration

The physical formula for speed is way divided by time (v = s/t). The question which is in the center of this part is: Is this formula also valid for mergers & acquisitions, that the organization reaches its goals faster or is an organization overextended by a fast velocity? In research and in the practical experiences there are two basic approaches:

2.2.1. Approach of revolution (“speed-integratoin”)

The approach of speed integration says that integration has to be accomplished very fast and change has to be implemented as soon as possible. This position is not new in the scientific literature. Already in Schoenauer (1967, p. 31) and Taeuber (1969, p. 106) point out the necessity that change has to be carried into execution the fastest as possible. Mittchell (1989, p. 44) means, that directly after the transaction a “window of opportunities” can be found in all companies. During this time the employees expect chance and are open for change in general.  Changes and reorganizations are significantly easier to implement during this window as during any other months after the transaction, because employees are then going back to their business as usual. To use and enlarge the words of Hunt/Downing (1990, p. 203):  „Individuals are more ready to accept and tolerate change now [directly after the deal] than at any other time. They expect and wait for it. In organizational change terminology the [change][…] will be effective if the changes are introduced quickly and persuasively. This provides the buyer with an unequalled opportunity to win or lose the people acquired.” 

2.2.2. Approach of evolution (“slow integration”)

The counterpart to the revolution approach of the speed integration, is the approach of slow integration, which is characterized by a cautious, thoughtful and slow procedure. Frank (1993, p. 142) is of the opinion, that a big restructuring should be started at a later stage after the transaction, because a hastily intervention in the structures of the acquired company could bring more damage, than benefit. The explanatory statement for his opinion is that the acquiring company could not make any appropriate decisions due to a lack of detail information and a lock of detail knowledge about the structure and the processes of the other organisation. In addition a slow procedure enables the management to involve experts and employees in the process, which could lead to a reduction of obstacles in regard of change (Gomez/Weber, 1989, p. 73).

2.2.3. Appreciation and critics of the models

Empirical studies with different companies (Strohmer, 2001, p. 70) led to a clear position of the denial of the position “slow integration” und a clear commitment to the position of speed integration. Employees of every hierarchic level – as already described – expect changes due to the M&A project. This leads to the fact that the barriers and obstacles in the company are very low. The climate of expectations does not last very long and could be found only directly after the transaction. Hence the first 100 days after the transaction should be exploited to restructure (Traem, 1999, p. 6). A fast procedure saves money and helps to realise synergies much faster. Certain components and departments in the company organisational structure can be found in both companies (finance, logistics, marketing, sales) and are not needed in parallel. Another important fact is, that the management can go back to their business as usal earlier due to the higher speed of implementation and integration. This is important, because the manager is always in the dilemma to treat the integration as top priority, but on the other hand side he has to lead and govern the company. This leads also in rational perspective to the advantage mentioned above.

Nevertheless the arguments of a slow integration have to be discussed and evaluated as well in order to achieve a good result. The fact that an exhaustive getting to know the abilities, strategies, concepts and management structure of the partner, would seem at first sight supportive to the approach of slow integration. This perception assumes that an appropriate decision could only be made, if the acquiring company knows the criteria mentioned above. However this point of view ignores that this information has to be – and normally is – available already with the transaction due to  due-diligence analysis, company visits and the involvement of consultants in the pre-merger-phase. Another argument which is mentioned by the followers of this approach is the excessive demand of resources of the organisation during a speed integration.  Experiences show clearly that this is also not true, because employees prefer to have for a shorter period a higher burden, than having a continuous, long lasting exposure.  Company examples as Renault-Nissan, Kuoni-Euro Lloyd or Elin EBG  (Habeck/Kroeger/Traem, 1999, p. 99) prove also the approach of speed integration. In all of these examples the new organisational concepts were presented immediately after the deal and crucial changes were made in the first 100 days.

2.3. Clear, common, strong vision

Guntern (1994, p. 56) states accurately, that all companies with imagination and vision will have problems to achieve a good strategic position in the global market long term. In most of the articles and books dealing with the topic of integration in mergers & acquisitions this influencing factor is missing (Gerpott, 1993; Hase, 1996; Clever, 1993).

The essential core of the vision (Hinterhuber, 1996, p. 83) is in its directions that the vision points out and not in the borders that it makes. The vision is a very important leadership tool, to establish new values in the company and especially in the corporate culture (Bleicher, 1992, p. 24). This establishes the necessity for merges companies to have a common vision. A clear, common and strong vision does not exist and appear by hazard, it is hard work to form it and to implement it. A vision is effective (Kroeger/Traem/Vandenboesch, 1999, p. 116), if (1) it represents the basis for the strategy, (2) it quickens the imagination, (3) it is specific enough to be believable and (4) realistic enough to be reachable, (5) it affects the people on an emotional level and (6) people are proud on it. These factors lead to an internalisation of the vision. AT&T and Ford/Volvo are brilliant examples, how a vision can influence the success of a company (Habeck/Kroeger/Traem, 1999, pp. 45 – 48). AT&T had the vision to be the leading telecom company with the full range of telecommunication products with low prices. The takeover of Volvo by Ford was based on the vision to be the global leading consumer goods company for automotive products and services. The reaction of the stock exchange was an increase of the share by 90%.

2.4. Communication

„No one more sincerely wishes the spread of information among mankind than I do, and none has greater confidence in its effect.” This quotation of president Jefferson  (Rees, 1994, p. 189) of the year 1810 has to be the leading principle for companies doing mergers & acquisitions. Nobody doubts that communication – internal and external – is important. Nevertheless a study of A.T. Kearney points out that 86 percent of the participating companies mean, that they were not able to give communication the top ranking that it should have.

2.4.1. The continuous communication of the company

Watzlawick (1996, p. 50) is completely right with this statement “we cannot not communicate.” This is especially true for M&A projects, because if the management is not informing the employees, uncertainty and resignation occurs among the employees. This was the result of a research done by Schweiger/DeNisi (1991, p. 110)  with 168 employees. With a certain amount of communication the felt level of stress decreased, whereas the satisfaction, the individual performance and the identification with company increased. The providing of the information to the employees and other stakeholders should not lead to an overload of information. M&A projects show that employees of the lower hierarchic levels are not really interested in strategic topics or financial goals; for them security of employment and social contributions are in the focus of their interests.

2.4.2. “Pull”- and “Push”-Communication

In order to avoid the overload of information, a separation in “pull”- and “push”- communication should be made per hierarchic level (Strohmer, 2001, p. 90). The push-information is a something that the company has to give to all employees (e.g.: newsletters to all employees, employees meetings). The pull-information should be provided only when asked by employees. A detailed communication plan with responsibilities, goals, timeframes and communication channels has to be drafted before the integration process.

2.4.3. Communication with the capital market

The communication with the capital market is extremely important and mainly predetermined by law (Strohmer, 2000). Furthermore the companies have to give additional information to the capital market.

2.5. Corporate culture

2.5.1. Cultural fit in M&A

The common opinion is the cultural fit of companies. The representatives of this approach as  Cartwright/Copper (1996) with the model of cultural compatability,   Nahavandi/Malekzadeh (1988, p. 79) with the model of acculturation or Olie with the model of merger instability (1990, p. 206) have the opinion , that similarities and homogeneity of cultures have to exist, in order to achieve synergies and to avoid resistance behaviour. Nevertheless this approach is not correct, because not the homogeneity of the cultures is the influencing factor, but the proper and sensitive management of the culture is important.

2.5.2. Synergies due to cultural diversity

Cultural diversity means the representation of people with different cultures in one social system. Followers of the value-in-diversity hypothesis, as Cox, McLeod et al. (1996, p. 246) mean, that miscellaneous opinions in a group of people lead to decisions with higher quality.  This is explained with the fact that the heterogeneity of opinions and of the problem solving process considers a wider range of perspectives and enables a more censorious analysis (Jackson, 1992, p. 345). Several studies prove this as well. A brainstorming appraisal has to be mentioned, in which ideas of ethnical heterogeneous groups faced ideas of ethnical homogenous groups. The result was that the heterogeneous group provided more ideas with a higher quality than the other group. On the same topic Watson, Kumar and Michaelsen (1993, p. 590) accomplished a laboratory study. They researched the interactions and the results in parallel of cultural homogenous and cultural heterogeneous groups during a period of 17 weeks. At the beginning of the study the homogenous group achieved better results. In the middle of the period both groups brought the same results. In the beginning of week 17 the interactions of the heterogeneous group were the same as in the homogenous group, but the heterogeneous group achieved even better results.

Ng and Tung (1998, p. 980) worked on a field study on “Ethno-cultural diversity and organizational effectiveness”, to verify the theories regarding the effectiveness of heterogeneous groups. The results of the study are clear: 

(1) Teams, which were a mix of people with different backgrounds and different cultures, were more profitable in financial aspects and obtained a higher turnover. 

(2) Even if heterogeneity could increase the conflict potential, it leads to a higher creativity; and the conflict potential can be managed.

Especially in multinational companies and in international mergers and acquisitions, individuals and groups with different country and corporate cultures are meeting each other. The main job of the management is to benefit from this heterogeneity.  An examination of Larsson and Rissberg (1998, p. 39) showed that cultural diversity leads to better synergy effects.

2.5.3. Management of cultures

The management of the cultures is important, which leads to the exploitation of the benefits that diversity can bring. If diversity is not managed, it can harm the whole organisation. The management has to do a cultural due diligence, a comparison of the cultures and to build up cultural sensitive awareness.

2.5.3.1. The cultural due diligence

The key question is here, how could we define the current corporate culture? What are the methods and how can the management achieve a big picture of the current culture? The diagnosis of the culture is a complex process and could not be done only with one method. Management by walking around and the impressions out of it is an effective way to get cultural information and is more authentic as statistical data. Personal talks with employees show their attitude.  Questionnaire with standardised questions help to understand the cultural awareness of the employees. Similar to questionnaires are interviews, which should be done by a third party. 

2.5.3.2. The cultural comparison

Corporate culture profiles are used to visualise differences in corporate cultures. 

2.5.3.3. Establishing cultural sensitive awareness 

After having finished a cultural comparison, the main issue is to build sensitiveness for cultural differences among the management and among the employees. They have to understand them and they have to accept them. Examples of missing sensitive awareness are (1) USAir and (2) Apria Healthcare Group (Habeck/Kroeger/Traem, 1999, p. 107), which both knew that the acquired partner has a different culture, but they did not prepare anybody for this.

To avoid mistakes in the daily collaboration it is necessary to present these differences as positive chance. Employees have to recognise consciously country specific values, rules and attitudes. A fundamental comprehension has to be established. The desired result would be a cultural tolerance.  The question is how cultural differences can be explained and acceptance can be built: 

(1) Cultural trainings: Cultural trainings can be divided into culture-general and culture-specific trainings. General trainings help to develop a cultural self-awareness or a cultural awareness. In specific trainings participants should achieve knowledge on characteristics of specific areas and countries. 

(2) Informal contacts: It is highly recommended to establish informal contacts like common events or visits of the other sites. 

(3) Personnel exchanges: If employees are exchanged for a period of minimum 6 months they get to know the other company, the people with the different culture and the culture itself. 

Good examples for successful management of cultures are Volkswagen (VW) and Sony. When Volkswagen took over Skoda (Dorrow, 1997, p. 214)  two stereotypes of culture, namely the Western and the Eastern culture faced each other. The management of Volkswagen was aware of this fact and decided to analyse the corporate culture of Skoda and to go the way of sensitive awareness. At a first stage VW had a joint venture with Skoda. The old values of Skoda were deep in the mindset of the employees due to a 40 years period of communism. The expectations were not high to bring Skoda fast to Western European standards. The two companies with the different culture learnt to live with each other, to understand the differences in organisational culture and in history. The slow and diligent way of change management to bring Skoda to a market oriented company was highly effective. Volkswagen sees this achievement in the successful intercultural problem solving process. The companies did not block each other, but they tried to understand and learn out of these differences. Another example is Sony. The Japanese culture is very different to the European or American culture, which leads to high risks in M&A projects. Sony bought several companies abroad. The strategy that Sony followed was, that this company did not change anything in the acquired companies in a first step. Sony tried to understand the differences and to identify the strengths. These strengths were used for the whole company and Sony made value due to the diversity.

2.6. Personnel management

The incentive-contribution theory of Barnard (1938) is also valid for M&As. For the phase after the merger or the takeover the theories reach from “replacement of the whole management” to “do not change anything”. In any case supporters of the integration process, holders of the know-how and blockers have to be identified as soon as possible.  5 key factors are defined to audit the necessity that the top-managements does not leave the merged company: (1) Affinity of the business: In horizontal M&A transactions the remaining if not important (Gerpott, 1991, p. 18), because business activities, products and markets are well known. (2) Cognitive factors: Know how and analytical abilities are further criteria, which determine this requirement (Reber, 1983, p. 329). (3) Client contacts: Mainly in the industry for investing goods good contacts to clients are necessary.  Due to the fact that personal components are necessary, managers could not be replaced in some situations. (4) Contacts in general: Personal contacts – beside clients – as with government members (national and international)  are also hard to replace. (5) Leadership personality: Personalities which are highly respected trough the different departments of the company should also be kept in the company. (Reber, 1983, p. 346).

3. Conclusion

The presented components offer a holistic concept to accomplish a successful integration after mergers & acquisitions. Risks and faults should be minimised by this concept. The management, which is oriented on the three components which are (1) visionary-strategic, (2) social-cultural and (3) structural-organizational and supports these with an active communication will reach synergies and will manage a successful integration.
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