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I Abstract

This thesis report retrospectively analyzes an already finished acquisition made

by a manufacturing company. This analysis was done through applying a uni

fied theoretical model of acquisition success. The results of the analysis indi

cated that many gains could be obtained from the pre-acquisition phase. The

design therefore focussed on the pre-acquisition phase.

The design is a tool which supports acquisition managers in the pre-acquisition

decision-making process. By means of a decision tree the managers are lead

through five consecutives steps. Through assessing these steps the managers

gain valuable information about the acquisition environment. In between these

steps, and after concluding the last step, the managers receive recommendations

about how to proceed to the remainder of the pre-acquisition process, and on

possible hindering factors in the post-acquisition integration phase.

-iv-
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II Executive summary
Mergers and acquisitions have demonstrated to be a very popular approach by which organizations

can increase their market position, increase the efficiency of their organization, or even to enter new

businesses. Although many deals look promising at first, many of them eventually fail to accomplish

the pre-acquisition goals. For this reason M&A have received vast academic attention. The numerous

theories and constructs that many academics related to acquisition success provide an indication of the

complexity of the M&A process. Where some authors demonstrated that pre-acquisition elements

(like strategic fit, organizational fit, and cultural fit) influence the acquisition success, other demon

strated that the quality of the post-acquisition integration process was a determinant of acquisition

success. Although most research indicated that the various items in the research significantly influ

enced the acquisition's success no complete picture was provided by any of the authors. However, a
more complete picture on which factors influence acquisition success, and the influences the different

factors have on each other, could provide acquisition managers with valuable information concerning

the M&A process. The lacking of such a complete model of acquisition success served as the first in

put for this research.

The second input of the research originated from the distinct and progressive organizational structure

and culture of the parent company. The parent company's structure and culture slowly developed over

time. In case of an M&A the time to integrate the acquiring company's culture and structure into the

acquired organization is usually limited. Due to its need for external growth the parent company has

made several acquisitions over the last few years. However, the unforeseen differences in organiza

tional culture and structure proved to hinder the post-acquisition integration process. Therefore, from a

practical point of view, the need arose for a tool that provides a solution for these hindering aspects in

the post-acquisition integration process. The retrospective diagnosis of an already finished acquisition

would eventually expose whether the tool's focus should be on the pre-acquisition elements, or on the
post-acquisition integration process. However, before the retrospective analysis could be performed,

first a unified theoretical model of elements that contribute to acquisition success needed to be formu
lated.

The first step in this research was thus to combine the results from the several theoretical sources, to
provide a more complete picture

the complex acquisition process.

The theoretical model (figure

1.1) is divided into a pre- and

post-acquisition phase. Several

elements in the pre-acquisition

phase indirectly determine the

amount of post-acquisition inte

gration (by determining the

combination potential), where

others (mode of acculturation,

structure integration and the

strategic intent) directly influ-
ence the amount of post- Figure 1.1 - Theoretical model ofacquisition success
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acquisition integration. The degree of post-acquisition integration in its turn decides on the amount of

changes in structure and organizational culture that will be carried through within one or both organi

zations. The quality of this structure and culture transfer process determines whether the pre

acquisition combination potential is achieved, and whether the pre-acquisition goals are satisfied. This

unified model combines several theoretical frameworks that, through quantitative analysis, have dem

onstrated the effects the subcomponents have on each other. However, some components and relation

ships have been added to provide a better understanding of the relationships between the components

and the effect the subcomponents have on the acquisition success. Because the validity of this com

bined model has never been established, it should be tested first.

The goal in the research (diagnosis) was therefore two-fold: the first goal was to test the model itself

(and providing it some degree of external validity); while the second goal was to find out how the

company in the research approached the M&A process. This diagnosis eventually revealed that the

tool's priority should lie with the pre-acquisition phase. In the diagnostic phase the status for the com

ponents in the theoretical model were determined through interviews with various top and middle

managers throughout the acquiring, and acquired company's organizations. In these interviews the

interviewees filled in checklists for several components (e.g. organizational fit and strategic intent),

while other components were assessed through multiple open questions. The diagnosis eventually re

sulted in several conclusions regarding the pre- and post-acquisition phase. The main conclusion was

that the organizational fit was overlooked and assumed to be high. Because the strategic fit, which was

assessed thoroughly, and proven to be very high, the combination potential automatically was per

ceived as high. However, the combination potential is influenced by the strategic and the organiza

tional fit. Retrospective analysis of the organizational fit indicated a moderate fit, which implied that

the combination potential was estimated overly optimistic. The main result of this too optimistic esti

mate was that the post-acquisition integration stumbled on many unforeseen problems. Also the analy

sis indicated that organization experts were not heavily involved in the pre-acquisition process. Early

involvement of organizational experts would have resulted in a more reliable establishment of the or

ganizational fit and quality. Through this involvement also more understanding about post-acquisition

integration needs would have been created.

Another important conclusion was that the pre-acquisition phase did not produce a clear integration

plan. This was mainly caused by the insufficient assessment of the "combination potential", the "stra

tegic intent", and the "preferred mode of acculturation". The effect of a missing integration plan was

that the previously thought degree of integration was less then the actual degree of integration, which

eventually turned out to be high. Because important information concerning the moderate organiza

tional fit and organizational excellence were only discovered in the post-acquisition phase, the integra

tion process proceeds slowly. A clear integration plan at the beginning of the post-acquisition period

would have saved time, expenses, and efforts.

Through the retrospective analysis of an already finished acquisition the theoretical model certainly

contributed in explaining the post-acquisition situation. Although no quantitative analysis was applied,

the diagnosis results indicated that the theoretical model is applicable to retrospectively analyze an

acquisition (in this specific case). The diagnosis also demonstrated that the main gains could be made

in the pre-acquisition phase. More extensive assessment of the pre-acquisition components would

have resulted in an accurate integration plan. It was therefore decided that the design should focus on

the pre-acquisition phase. The tool is supposed to offer support in the pre-acquisition decision-making

by including all relevant components of the pre-acquisition phase.
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Although the theoretical model is suited to retrospectively analyze an M&A, its practical usability in

the pre-acquisition phase is minimal. The theoretical model was therefore translated into a tool to in
crease its usefulness in a running M&A. The tool (figure 2) is comprised of five steps, which include

the components of the pre-acquisition phase. The tool contains the following five steps: (1) assessment

of the strategic intent; (2) assessment of the opportunities (strategic fit); (3) assessment of the amount

of integration (through the mode of acculturation and the structural integration); (4) assessment of the

organizational fit; and (5) assessment of the cultural fit. Steps 1,4, and 5 are assessed through check

lists, which were adopted from various literature sources. In steps 2 and 3 several options are pre

sented to the assessors. These options are also adopted from previous research.

Figure 1.2 - The tool

The steps in the tool are assessed electronically (in different Excel tabs), while the according recom

mendations are provided on physical cards. Through assessing each step in excel, an outcome is auto

matically obtained by linking the outcome indicated by Excel to the according physical card. A gen

eral explanation and step-specific user manuals are added to the tool. The step-specific manuals de

scribe the content, it explains how to proceed through the step, and it provides the possible outcomes

per step.

Situation descriptions and/or recommendations are provided after steps 1,2,4, and 5. After these steps

the assessors thus obtain valuable knowledge regarding important aspects related to the pre

acquisition phase. Through the assessment of the tool the acquisition decision-makers also achieve

information on the similarities and differences between both organizations and their organizational

cultures. This information is very valuable, because it clarifies the acquisition circumstances. The

identification of the differences enables the decision-makers to construct a clear plan on how to over

come these differences in the post-acquisition integration phase. The tool thus supports the pre

acquisition decision making by identifying the differences between both organizations, while it also

provides recommendations for the various scenarios.
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The conclusion can be drawn that both goals in the research were obtained, since the theoretical model

demonstrated to be a good tool to retrospectively analyze an already finished acquisition, and since the

tool was proven to offer support in the pre-acquisition decision making process. Both the theoretical

model, at which the diagnosis was based, as well as the tool were based on numerous sources from

literature. Although no quantitative data analysis was available to support the theoretical model and

the design, their origins (academic literature) provide a certain amount of validity. A test of tool, by

two managers from Company A, demonstrated the usefulness of the tool. They evaluated the tool as

very efficient and well thought out.
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1 Introduction

1. 1 Company description
For reasons concerning confidentiality this paragraph was deleted from the public report.

1.2 Take-over environment
For reasons concerning confidentiality this paragraph was deleted from the public report.

1.3 Report structure
After this introduction the report continues in chapter 2 with a description of the problem context and

the goals in and of the research. In chapter 3 a theoretical framework is set up, describing the elements

explaining M&A success. In chapter 4 the different methods used in: setting up the theoretical frame

work; the data collection and analysis; and the design, are elaborated on. The results of the data collec

tion and analysis, the diagnosis, the design and the test are portrayed in chapter 5. Chapter 6 will fIrst

give a short recapitulation of results, and will further provide the conclusions and recommendations.

In the discussion chapter (7) provides the contributions to literature and practice, the shortcomings and

further research, and a personal reflection.
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2 Problem definition & research goal
To remain competitive in their marketplace or to expand their current markets, organizations are

sometimes forced to grow externally. This implies that organizations have to acquire or merge with

other companies to accomplish this external growth. However, attaining post-acquisition targets has

proven to be a difficult process, and several authors have demonstrated that half to two thirds of all

mergers fail (Shrivastava, 1986; Schoenberg, 2006). In spite of this high failure rate, the need for ex

ternal growth remains unchanged. This context lied at the base of the initial problem definition.

Before the actual research was started an initial problem definition was formulated. The initial prob

lem definition identified that the multiple subsidiaries of the company have different organizational

structures, organizational cultures, and approaches towards organizational change. These differences

were assumed to result in poor communication and cooperation. These problems are not unique to this

specific organization, but they are enhanced by the parent company's distinct and progressive organ

izational structure and culture. The initial problem definition led to an intuitive diagnosis (cause-and

effect diagram), in which four root causes were identified that were assumed to result in unsuccessful

integration, namely: different approaches towards organizational change; different organizational cul

tures and structures; the misjudgement of the strategic and organizational fit; and the misjudgement of

the acquired company's added value. This intuitive diagnose resulted in initial goals in and of the re

search.

The initial goal in the research was to design a mechanism, procedure, or checklist to determine the

strategic fit, the organizational fit, and the acquired company's added value. A second goal in the re

search was to develop a mechanism, procedure, or checklist to overcome the cultural, structural, and

change differences. The initial goal of the research was therefore that unexpected integration problems

were avoided by means of correctly judging the acquisition candidates on added value, and strategic

and organizational fit.

However, the initial literature study did not provide sufficient support to accomplish the goals in and

of the research. For that reason a new theoretical framework was drawn up (described in paragraph

3.2). This theoretical framework was set up to explain the different factors that contribute to success

ful post-acquisition integration, and thus the acquisition's success. The disposal of the theoretical

framework altered the goal in the research, which became two-fold: the first goal in the research be

came to retrospectively analyse an already finished up acquisition through applying the theoretical

model; the second goal in the research became to design a tool (mechanism, checklist, or procedure)

that would overcome possible difficulties in the acquisition process. The precise layout and contents

of this tool mainly result from the diagnosis. In advance it is only known that the tool would either

focus on the pre-acquisition or the post-acquisition phase. The diagnosis, as described in paragraphs

5.1 and 5.2, revealed that the elements and activities in the pre-acquisition phase are very qualifying to

the post-acquisition integration activities. The first gains are thus found in the pre-acquisition phase,

and therefore the second goal in the research became to design a tool that offers support in the pre

acquisition decision-making process.

The goal of the research (avoidance of unexpected integration problems) did not change since the al

tered goals in the research would still contribute to the goal of the research. However, the second ini

tial goal in the research was dropped to enable optimal focus. Figure 2.la and 2.lb provide an over

view of the final goals in and the goal of the research.
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Diagnosis: Retrospectively analyze an alrea<iy
finished acquisition tl1roug!1 applying tl1e theoretical
model.

Design: Oeslgn a tool (mechanism, cl1ecklist, or
procedure) tl1at would overcome possible
difllcullies jn tl1e acquisition process.

Figure 2.1 a - The final goals in the research

YUle

Avoid unexpected integration problems by means
of correctly judging the acquisition candidates on

.. aMed value, and stralegic and organizational fit

Figure 2.1 b - The final goal of the research
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3 Theory
The merger and acquisition process is very complex, since many different aspects influence its out

come. The M&A process can roughly be divided into a pre- and post-acquisition period. In the pre

acquisition period the acquisition candidate is screened on various organizational aspects. The pre

acquisition period represents the moment from the first formal or informal contacts, until the comple

tion of the actual deal. From the moment the acquisition has become official, we speak of the post

acquisition period. In the post-acquisition period the acquired company is integrated into the acquiring

company. The amount of integration is largely determined by the strategic intent underlying the acqui

sition. In the post-acquisition phase the envisioned acquisition synergies should be realized. However,

post-acquisition integration problems are common to most mergers. It has been estimated that half to

two thirds of all mergers fail, and that one third of these failures is caused by faulty post-acquisition

integration (Shrivastava, 1986). A more recent study on acquisition success (measured in cumulative

abnormal returns, managers' assessments, divestment data, and expert informants' perspectives) by

Schoenberg (2006) indicated a success rate ranging from 44 to 56 percent. While several authors have

investigated the aspects influencing acquisition success, none of their models gave a complete picture

of the complex M&A process. In the next paragraphs an attempt is made to clarify the aspects that

influence acquisition success. In the second part of this chapter a unified model, containing the impor

tant factors influencing the M&A success, will be presented. Third, the models by which the separate

components in the unified models can be assessed will be presented. This chapter concludes with ex

plaining the specific case of technology acquisition. This kind of acquisition is highlighted because

technology acquisitions tent to be very complex. In this final paragraph an attempt is made to make

the technology acquisition process more transparent.

3. 1Aspects that influence acquisition success
Several scholars in the field of mergers and acquisitions have stressed the importance of strategic

(Haspeslagh & Jemison, 1991; Shelton, 1988; Jemison & Sitkin, 1986), organizational (Jemison &

Sitkin, 1986; Datta, 1991), and cultural fit (Chatterjee et ai., 1992; Morosini et aI., 1998; Nahavandi &

Malekzadeh, 1988; Teerikangas and Very, 2006; Weber, 1996) in mergers and acquisitions. Strategic
fit is "the degree to which the target firm augments or complements the parent's strategy and thus

makes identifiable contributions to the financial and non financial goals of the parent" (Jemison &

Sitkin, 1986: 146). The strategic fit thus forms the basis of the acquisition. Without strategic fit be

tween the acquiring and the acquired company, the possibilities of synergy creation will generally be

minimal. Many studies have hypothesized that tighter strategic fit will result in higher value creation

for the acquiring company's shareholders (Chatterjee et ai., 1992). However the results of these stud

ies were not conclusive. Although some studies show a 'strategic fit' effect (Lubatkin, 1987; Chatter

jee, 1986), others do not (Singh & Montgomery, 1987; Shelton, 1988). Although shareholder returns

were used as measurement of "success", the disagreement in results is an indication that strategic fit

alone is no guarantee for acquisition success. Whether the opportunities, provided by the strategic fit,

are obtained is influenced by the organizational and cultural fit. Dissimilarities in organizational sys

tems, practices and cultures may lead to tensions and conflicts, which might hinder the post

acquisition integration process (Chatterjee et ai., 1992; Nahavandi & Malekzadeh, 1988; Jemison &

Sitkin, 1986). The model by Allaire and Firsirotu (1983) demonstrates that national culture and the

organization's environment (market, technology) influence the organizational culture. Acquisitions by
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a company from a different home country, or operating in distinct markets are therefore often charac

terized with larger differences in organizational cultures. If these differences in organizational cultures

are not given sufficient attention, the point at which the merged organizations will function optimally

will take a longer time (Teerikangas and Very, 2006). This final remark assumes that, if the post

acquisition period is handled correctly, a low or moderate organizational and/or cultural fit should not

be a shortcoming in obtaining acquisition success. Placing a direct link between strategic, organiza

tional, and cultural fit and acquisition success therefore seems too straightforward.

The acquisition's success seems to be influenced most by the quality of the post-acquisition integra

tion process (Shrivastava, 1986; Birkinshaw et ai., 2000). Integrating both organizations into a single

unit can be done at several levels. Pablo (1994) discriminates between three levels of integration: low,

moderate and high integration, respectively. Low integration implies the sharing of financial risk and

resources, and the facilitation of communication through the standardization of management systems

and processes (Pablo, 1994). A moderate level of integration includes the sharing of physical and

knowledge based resources, modifications in reporting relationships and delegation of authority, and

structural and cultural changes (Pablo, 1994). A high amount of integration involves the extensive

sharing of financial, physical, and human resources, adoption of the acquiring organization's operat

ing, control and planning systems and procedures, and the complete cultural and structural absorption

of the acquired firm (Pablo, 1994).

The amount of post-acquisition integration is, amongst others, influenced by the motives underlying

the acquisition (Shrivastava, 1986). Assessment of the goals and objectives underlying the acquisition,

as provided by Walter and Barney (1990), will provide an indication of the degree of integration.

Other factors influencing the amount of integration relate to the task (strategic and organizational task

needs), cultural (multiculturalism of the acquirer), and political (compatibility of acquisition visions,

and power differential/size) features of an acquisition (Pablo, 1994). A high amount of integration,

accompanied with a small amount of organizational fit, will eventually result in many changes in the

acquired company's structure and organizational culture. These changes could lead to employee resis

tance towards the acquisition, which might hinder the post-acquisition integration process.

Resistance can be broken down into emotional, cognitive, and behavioural resistance (Piderit, 2000).

Emotional resistance expresses itself in aggression; cognitive resistance reveals itself in negative

thoughts; and behavioural resistance expresses itself in actions or inactions, or intentional acts of

commission or omission (Piderit, 2000). It is important to separate resistance towards change in gen

eral and resistance towards the acquisition. Overall people are reluctant to change, because it implies

abandoning the known, which creates uncertainty. Although changes may be judged as necessary, in

dividuals are likely to resist changing if they have to give up something of value. In this case personal

interests are placed above the overall good of their organizations (Armenakis & Bedeian, 1999). Re

sistance towards the acquisition is prevalent when employees perceive the merger as a threat to the

stability and continuation of their corporate identities. This type of resistance is reinforced if work acts

as an important part of the employees' personal identities, and when the social bonding with the exist

ing organization is high. When dealing with resistance it is important to acknowledge the origin of the

resistance, because their different causes may require a different approach in dealing with them. One

important remark concerning the resistance towards the acquisition and towards change in general is

that the amount and type of resistance is not constant over time. Actions taken by management could

de- or increase the amount of resistance, but also influence the type of resistance (e.g. from cognitive
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towards behavioural resistance). How the resistance is dealt with thus determines its impact on the

post-acquisition integration process.

The post-acquisition integration process thus seems to determine whether the pre-acquisition opportu

nities are utilized and turned into synergy realization and value creation. The preceding paragraphs

demonstrated that the post-acquisition integration process is influenced by many different factors. To

make the acquisition process more transparent a combined model is set up, which includes the re

search of several authors in the field of mergers and acquisitions. This model will be subject of discus

sion in the next paragraph.

3.2 A unified model of acquisition success
To clarify the complete acquisition process, a model containing the important factors influencing the

M&A success is set up. This model includes several scientific theories that diverse authors on the area

of mergers and acquisitions have independently researched. By combining these separate models, a

more complete overview of the complex merger and acquisition process is obtained. The theoretical

model is portrayed in figure 3.1.

or
M&A M&A

SUCCESS FAILURE

Figure 3.1 - Theoretical model ofacquisition success

The model (figure 3.1) includes several components and connections that researchers in the field of

mergers and acquisitions have identified as influencing the acquisition's success. Because of the com

plexity of the acquisition process, no author has fully succeeded in providing a complete model which

explains the factors underlying M&A success or failure. A combination of proposed components and

connections, derived from several researchers (Datta, 1991; Haspeslagh & Jemison, 1991; Jemison
and Sitkin, 1986; Larsson and Finkelstein, 1999; Pablo, 1994; Shrivastava, 1986;) and explained in

paragraph 3.1, should make the M&A process more transparent. It must be noted that not all compo

nents in figure 3.1 are identical to the components used in the "base" models. The components are
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however comparable, and only differ in naming or on slight details. My personal contribution to the

theoretical model restricts itself to: the detachment of the amount of integration and the actual integra

tion process; the distinction between resistance and collaboration; and the addition of steps ("combina

tion potential" and "synergy realization") in between (making strategic and organizational fit modera

tors in stead of determinants of acquisition success). These personal additions make it easier to explain

the influence that the different components have on each other. Overall the connections can positively

or negatively influence their target, dependant on their outcome. The connexions from and going to

the "process" are an exception. The connection from "strategic intent" to the "process" implies that

the goals and objectives underlying the acquisition determine the pre-acquisition process, and which

individuals should be incorporated in the process. The connections from the "process" towards the

strategic, organizational, and cultural fit, determine the quality of the assessment of the three fits.

The theoretical model is build up from two main parts, the pre-acquisition and post-acquisition, re

spectively. In the pre-acquisition phase the conditions for a successful post-acquisition phase are cre

ated. A successful post-acquisition integration process is initiated when certain pre-acquisition criteria

are met. The main elements in the pre-acquisition phase are: cultural fit, organizational fit, strategic

fit, the process itself (and the persons involved in the process), and the strategic intent (goals and ob

jectives underlying the acquisition). The assessment of the fits should be handled by a wide variety of

experts. The operating managers and the key staff people should be included in the assessment of the

strategic and organizational fit, because these experts are best suited to analyse the many technical

details. Jemison & Sitkin (1986; p.147) state: "such involvement can facilitate better strategic choices

by fostering a broader information base and greater commitment from those who will have to imple

ment the decisions made during acquisition negotiations". In this way, post-acquisition surprises are

avoided, and commitment is increased.

The outcome of the pre-acquisition phase is the "combination potential". The "combination potential"

results from a combination of strategic and organizational fit. The strategic fit determines the possible

synergies, while the organizational fit influences the extent and the ease at which the potential syner

gies can be realized. The "combination potential" in its tum influences the amount of integration and

the amount of "collaboration"], and it is a prerequisite for synergy realisation.

Whether the acquisition will become a success is ultimately determined by the quality of the post

acquisition integration process. The organizational culture and structure transfer process determines

whether the "combination potential" is utilized, and whether the "synergy realization" is achieved.

The amount of integration is determined by the strategic intent underlying the acquisition

(Shrivastava, 1986). Low integration implies a high degree of autonomy for the acquired company,
while in case of high integration the structures and organizational cultures of both organizations are

harmonized. Because structural changes have to be accompanied by the corresponding cultural

changes, the structure and culture transfer must be balanced. However, in case of high integration one

organization usually gives up a great deal of their structure and organizational culture, and thus their

identity. This process might encounter "resistance" on the one hand (when the employees want to re

tain their identity), or "collaboration" on the other hand (when employees willingly abandon their

structure and identity). Which of the latter two options is in force is determined by the both firms'

1 With "collaboration" a positive attitude towards the acquisition is meant. It represents the opposite of "resistance".
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preferences for acculturative modes. Agreement results in "collaboration", while disagreement will

result in "resistance".

Further the theoretical model in figure 3.1 connects the amount of integration to the cultural and or

ganizational fit. This connection was made because the impact of cultural (Teerikangas and Very,

2006) and organizational fit (Datta, 1991) is mediated by the adopted integration strategy. A high or

ganizational and cultural fit is desirable in case of high integration, whereas it is insignificant in case

of low integration.

3.3 Assessing the pre-acquisition components
The theoretical model combines several components of the pre- and post-acquisitions phases. Several

components of the pre-acquisition can be determined by means of applying various sources from lit

erature. The following paragraphs will describe the underlying theories by which the strategic fit, the

organizational fit, the cultural fit, the mode of acculturation, and the strategic intent can be deter

mined.

The strategic fit indicates that the acquired firm should make an identifiable contribution to the ac

quired firm's financial or non-financial goals. These contributions can express themselves in several

forms. Shelton (1988) discriminates between four different areas of similarities, namely: similar cus

tomer type; similar product type; similarities of technologies in production, and similarities in pur

pose/function in use. If companies demonstrate similarities in three out of these four areas, both or

ganizations are related. Further, the type of relatedness can be determined by determining whether the

acquired company serves new products or new customers. This results in four types of relatedness:

related-complementary; unrelated; related supplementary; and identical. The different areas of simi

larities and different types of relatedness together determine the strategic fit.

Related - Compleman!my

~ProduclS

Similar Cusl.clmeIs

Similar Products
Similar Cusl.clmels

Unrelated:

~Produets

New Customers

Re!a!e<l=Suplementarv:
Similar Products
NewCuslomel's

Similar wslomer type?

consumer. iOOustlial professional. government
Similarproduct type?

retail tinished. wholesale intermediate. material
Similar techfIOIogy In pt'Odu($!M?

SimiJM~!Mitl use?

Affirmative af1$'M!fS to three Of more qoeslions
indicale that the businesses are related, less
thenl~affir~ answtl!'S Indlcale that the
businesses are unrelated,

Figure 3,2 - Determination ofstrategic fit, adoptedfrom Shelton (1988: p.280-281).

The organizational fit influences the ease of post-acquisition integration. The organizational fit, ex

pressed in the compatibility of management styles, plays an important role in acquisitions character

ized by both high and low levels of post-acquisition integration (Datta, 1991). The differences in man

agement styles are determined through seventeen items (table 3.1) formulated by Datta (1991). By

comparing both organizations on the items displayed in table 3.1, an indication is obtained in which

areas both organizations show differences in management styles.
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Table 3.1 - Organizational fit: differences in management styles, adopted from Datta (1991: p.294).

1. Approach to management problems (proactive vs. reactive and cautious).

2. Degree of emphasis on R&D and innovation.

3. Degree of reliance on external borrowings or stock issues vs. funds generated from operations to finance growth.

4. Riskiness of the investments pursued.

5. Usage of sophisticated analytical techniques in decision-making.

6. Importance accorded to the long-term planning of investments and their financing.

7. Reliance on personal experience and judgment rather than on experts.

8. Orientation in decision-making (long-term vs. immediate future).

9. Extent to which the communication channels are structured and access to important financial information re

stricted.

10. Emphasis on adapting freely to changing circumstances without too much concern for past practice.

II. Usage of sophisticated control and information system for tight formal control.

12. Getting personnel to follow formally established procedures.

13. Getting line and staff personnel to adhere closely to formal job descriptions.

14. Participation sought by top management in decision-making relating to product- or service-related decisions.

15. Extent of participation in decision making among top management relating to capital budgeting decisions.

16. Extent of participation in decision-making in decisions related to long-term strategic growth and diversifica

tion.

17. Strongly individualistic decision-making by formally responsible executive vs. group oriented consensus deci

sion-making.

The determination of cultural fit is very sensitive, because academic scholars have not yet agreed on

the definition and the interpretation of organizational culture. Organizational culture can be character

ized trough many different elements, such as organizational customs and traditions, group norms and

formal philosophy. Although these elements relate to culture, none equals the culture of an organiza

tion. ChatteIjee et ai. (1992) developed seven dimensions on which cultural differences between top

management teams can be assessed. These seven dimensions are: (1) innovation and action orienta

tion; (2) risk-taking; (3) lateral integration; (4) top management contact; (5) autonomy and decision

making; (6) performance orientation; and (7) reward orientation. Although the cultural differences

between top management teams do not provide much information about the cultural differences in

lower levels of the organization (organizational climate), this level of cultural differences is most rele
vant in a M&A situation.

-10-



TU/e
The mode of acculturation

describes the preferred mode
of organizational culture

transfer, and it can be as

sessed for both the acquiring,

as well as the acquired com

pany. Ideally the preferred

mode of acculturation is simi-
Deculturalioo
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Figure 3.3a and 3.3b - Mode of acculturation from acquired company's and

acquiring company's perspective, adoptedfrom Nahavandi & Malekzadeh (1988:

p.83-84).

lar for the acquiring and the

acquired company. Differ

ences in preference could re

sult in problems in the post

acquisition phase. The

preferred mode of acculturation can be determined through the use of figure 3.3a and 3.3b. Each sec

tion refers to one of the four modes of acculturation as defined by Nahavandi and Malekzadeh (1988):

integration; separation; deculturation; and separation, respectively. The acquiring company's mode of

acculturation is determined by its degree of multiculturalism and the amount of relatedness. The de

gree of multiculturalism expresses the degree to which the acquiring company is willing to allow mul

tiple cultures. The acquired company's mode of acculturation is determined by the preservation of

culture and the perception of attractiveness. The first dimension, preservation of culture, describes the

intentions of the acquired company concerning its current organizational culture. Are they eager on

preserving their current culture, or are they willing to take on the acquiring company's culture. The

perception of attractiveness describes the acquired company's thoughts concerning the acquiring com

pany. Is the M&A considered hostile or friendly? In case the acquiring and acquired company's mode

of acculturation do not correspond, difficulties in the post-acquisition integration phase are to be ex

pected. However the amount of integration heavily influences the amount and seriousness of these

difficulties.

The strategic intent can be determined through a list of twenty managerial goals and objectives pro

vided by Walter and Barney (1990). Through cluster analysis these authors were able to assemble

these twenty goals in five clusters (the full list of managerial goals is provide in appendix I), namely:

(I) obtain and exploit economies of scale and scope; (II) deal with critical and ongoing interdependen

cies with others in a firm's environment; (III) expand current product lines and markets; (IV) enter

new businesses; (V) maximize and utilize financial capability. Scoring the twenty questions on rele
vance and importance will give a good indication about the motives underlying the M&A.

The previous paragraphs have described various methods by which the elements of the pre-acquisition

period can be assessed. Combining the information obtained through assessing these separate elements

should provide an indication of the M&A environment. Like the theoretical model suggests, the status

of the pre-acquisition elements has its effect on the amount of integration, and thus on the course of

the post-acquisition integration process. Determining the status of the pre-acquisition elements should

reveal the possible obstructions in this post-acquisition integration process. The post-acquisition inte

gration of a technology acquisition is very sensitive to the status of various per-acquisition elements.
Therefore the technology acquisition and its characteristics are highlighted in the next paragraph.
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3.4 The specific case of technology acquisition
This specific type of acquisition is highlighted because post-acquisition integration is especially sensi

tive in this kind of acquisition. Technology acquisitions can be initiated for two reasons: first by ac

quiring new technology, the acquiring company avoids that the technology has to be developed in

house, which is a time consuming, path dependent, and uncertain process; the second reason is that

small technology based firms may provide acquirers with further innovations (Puranam & Srikanth,

2007; Ahuja & Katilla, 2001). The main dilemma in a technology acquisition is whether to integrate

the acquired organization (coordination), or to preserve its current status (autonomy). A motivation for

acquiring could be the acquired company's tacit, socially complex, and idiosyncratic knowledge that

may not survive the acquisition (Ranft & Lord, 2002). A second risk in coordination of activities is

that the post-acquisition integration process will alter the social structure of the acquired company,

which might damage or destroy the acquired company's resources (Ranft & Lord, 2002). Datta and

Grant (1990) link the autonomy coordination dilemma to the type of acquisition. They state that

autonomy should be granted in unrelated acquisitions, while coordination should be applied in related

acquisitions.

The post-acquisition integration in technology acquisitions can entail: the homogenization of proc

esses; the rotation of R&D personnel; and joint product development activities (Puranam and Sri
kanth, 2007), representing an increasing amount of integration. These coordinating mechanisms can

help acquirers to leverage the acquired firm's technologies and innovative capabilities. On the other

hand, in cases where the technologies and innovative capabilities require a certain amount of auton

omy, these coordination mechanisms can become detrimental for the acquisition's success (Puranam

et al., 2006). Haspeslagh and Jemison (1991) indicate that, because of the conflicting need to integrate

capabilities to create value and the need to preserve the strategic capabilities, the degree of autonomy

granted to the acquired firm may be a function of the nature of the resources, and capabilities acquired
(p. 142).

A second issue in case of technology acquisition is the speed of integration. An argument in favor of

rapid integration was made by Bower (2001). He states that rapid integration avoids "post-merger

drift", which is a decline in organizational and individual productivity in the beginning of the post

acquisition phase (Ranft & Lord, 2002). Other authors indicated that rapid integration might be harm

ful, since it could lead to dissatisfaction and resistance among employees of the acquired company

(Haspeslagh & Jemison, 1991). Ranft and Lord (2002) observed that integration that is too rapid or

too extensive might lead to departure of key employees. Retaining the knowledge and expertise of

these key employees is often vital in technology acquisitions (Bower, 2001). Homburg and Bucerius

(2006) linked the speed of integration to the amount of external and internal relatedness. The internal

relatedness focuses on management styles, pre-merger performance, and strategic orientation. External

relatedness has focused on the similarities concerning target markets, and the company's market posi

tioning in terms of product quality and price. The results of their study showed that speed of integra

tion has a strong positive impact on the M&A success in case of low external and high internal relat

edness. The impact is strongly negative in the opposite case (Homburg and Bucerius, 2006). On other

words: if both companies show a high organizational and cultural fit, but not necessarily a high strate

gic fit, then rapid integration will have a positive effect on the M&A success.

The previous paragraphs have explained the complexity of technology acquisitions. In determining the

amount of autonomy or coordination, the central question should be: what amount of integration of
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coordination is necessary to obtain the expected synergies? As the last paragraph has demonstrated,

the speed of integration also heavily affects the acquisition's success. A too slow or too fast pace of

integration could destroy the opportunities that would make the M&A a success. In determining the

speed of integration, the acquiring company should assess both organizations external and internal

relatedness, where internal relatedness seems a prerequisite of a fast integration.
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4 Method
The theoretical model, as portrayed in figure 3.1, consists of many components. The majority of the

connections in this model are validated by academic literature. The diagnosis must demonstrate the

presence of the components and links that were added. Because this study analyses one single case,

the results cannot be generalized. Each component has to be analyzed separately, where after the rela

tionship between the components, and impact that the several components have on the "combination

potential" and the "synergy realization", can be demonstrated. The second goal of the diagnosis is

retrospectively analyze an already finished acquisition through the theoretical model. The outcome of

this retrospective analysis will provide an insight in the applied acquisition approach, and the conse

quences of this approach.

The method chapter is divided in several paragraphs. First, the method used in constructing the theo

retical model is explained. Second, the methods applied in the diagnostic phase are discussed through

explaining the used data collection and analysis techniques. Also the respondents and their selection

justifications are rendered. The final paragraph deals with the methods used in constructing the design.

4. 1 Method of combining multiple theories
The theoretical model (figure 3.1) is basically a combination of several sub-models. Reviewing vari

ous literature sources revealed that several authors brought up different components that would influ

ence acquisition success. Quantitative data analysis demonstrated that each of these components did

have a significant effect on acquisition success, and in several cases the components showed a moder

ating effect on each other. Because quantitative research including all components assumed to influ

ence acquisition success is very difficult, and almost unfeasible, various researchers have focussed on

a limited amount of variables. Larsson and Finkelstein (1999; p. 13) succeeded most in demonstrating

a complete model of acquisition success, however still some components and relationships were not

included in this model. However, their model served as a rough base in the compounding of the theo

retical model. Important extensions of this model were: the strategic intent, suggested by Shrivastava

(1986); the acculturation mode, suggested by Pablo (1994); the separation of the amount of integration

and the actual integration process, inspired by Haspeslagh & Jemison (1991); the link between strate

gic fit and the combination potential, partly based on Shelton (1988)2; and the link between organiza

tional fit and the combination potential, inspired by Datta (1991). These additions in components and

links have however not been validated with quantitative research. This research should provide some

degree of validity, although due to the single data source no generalization is possible. Appendix II

includes the literature links in the theoretical model.

4.2 Method of data collection and data analysis
The retrospective analysis of the finished acquisition implies collecting data on the different compo

nents of the theoretical model. The data collection methods, and the number of respondents, differ per

component. Two main types of data collection methods were used, namely; interviews and checklists.

Some components were assessed by using a combination of the before mentioned data collection

2 This is only partly based on Shelton (1988), because the theoretical model includes the "combination potential", which is an intennediate

station towards acquisition success. Shelton (1988) demonstrated a direct link between strategic fit and acquisition success. The same applies
for the link between organizational fit and combination potential.
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methods. Interviews were used for "the mode of acculturation", "the cultural fit", "the process", "or

ganizational fit", "strategic fit", and "resistance/collaboration". Checklists were applied for "process",

"the organizational fit", and the "strategic intent".

The selected interviewees, as portrayed in table 4.1, are assigned to one or more components. The de

cisive factor in the assigning the interview candidates to components is their function in the organiza

tion, and their role in the acquisition process. An additional comment, concerning the interview candi

dates, is that candidate 1, 2, and 3 had a leading role in the acquisition. They were, for a large part,

responsible for the activities in the pre-acquisition phase. The remaining candidates had a supporting

role in the pre-acquisition phase. The contribution to the post-acquisition phase, on the other hand,

differs per candidate, and is mostly dependant on the role the candidate performs in the organization.

The acquiring company (parent company) will be indicated by Company A, while the acquired com

pany is indicated with company B. The assessment of the elements in the theoretical model is ex

plained in paragraph 3.3. This paragraph will describe the environment in which the different elements

are assessed.

Table 4.1 - The interview candidates

Candidate 1 Company A Director Strategic Unit

Candidate 2 CompanyB Director Company B

Candidate 3 Company A R&D Coach I Technology assessor

Candidate 4 Company A Commercial Director

Candidate 5 Company A Director Manufacturing

Candidate 6 Company B Director Manufacturing

Candidate 7 Company A Director Technique Company AlB

Candidate 8 Company B Engineering

Candidate 9 Company A Purchasing

Candidate 10 Company A HRM Manager Strategic Unit

Candidate 11 Company B HRMManager

Candidate 12 Company A Planning Officer

The following paragraphs will describe the methods used for the data collection and analysis for the

various pre-acquisition elements. The preferred mode of acculturation is determined for both the ac

quiring as well as the acquired company. Straightforward presentation of figures 3.3a and 3.3b would

provide an overly general result. Figure 3.3a, the acquired company's mode of acculturation, will

therefore be assessed at a manufacturing and a general level. The manufacturing is again divided into

a management and operational level. Figure 3.3b, the acquiring company's mode of acculturation, is

assessed at a national and international level. To enable an accurate assessment, the matrixes (figure

3.3a and 3.3b) are transformed from a 2x2 to a 5x5 configuration. The determination of the preferred

mode of acculturation was executed by multiple interviewees. The selected candidates will assess the

situation(s) relevant for them. Through applying the common denominator, the results are obtained

relating to the preferred "national/international", "management/employee", and "gen

eral/manufacturing" mode of acculturation.
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The cultural fit is ideally detennined through the use of a checklist. Such a checklist was developed

and applied by Chatterjee et at. (1992). At the time of the diagnosis this checklist was however not

available. A detailed determination of the cultural fit, by means of a checklist, was therefore not pos

sible. A general assessment of the cultural fit will be obtained trough interviews with candidates I and

2. They will provide several personal motives for a high or low cultural fit between the two organiza

tions. Furthermore the organizational culture is part of the organization as a whole. The cultural fit is

therefore a part of the organizational fit. Although not ideal, the detennination of the organizational fit

will also provide an indication of the cultural fit.

The organizational fit is assessed through the checklist provided by Datta (1991) (table 3.1). Both

Company A and company B are scored on thirteen items (on a 3-point scale). The total list contains

seventeen questions, however the items including finance were left out due to a lack of relevance in

this research (questions 3, 6, 9, and 15). The scoring of Company A will be done by interviewees 1,3

and 4. These candidates will also score Company B, but these results are purely supportive. Several

respondents will score Company A, and the mode will detennine the final classification per question.

Company B will be scored by interview candidate 2. Comparison of Company A's and Company B's

scorings will provide an indication of the organizational fit.

All interview candidates are involved in the global reconstruction of the acquisition process. Although

the decision-power laid with interview candidates 1, 2, and 3, the other candidates are also enquired

for their possible involvement. With the first group (interview candidates 1,2, and 3) the information

about the decision-making factors in the acquisition is found, namely: the important factors in the ac

quisition, why they are important, and the determination of the individuals involved in the process and

their role in the process. This information enables for a broad reconstruction of the acquisition proc

ess. The second group gives their reflection on the acquisition process. Questions like: "what was your

role in the process", "how did you experience the process", and "what would you have done differ

ently", are central in the enquiry of the second group.

Besides the open enquiry, also a checklist will be filled in for the assessment of the pre- and post

acquisition use of social controls. This checklist will be filled in by respondent 1, 2, 4, 5, 7, and 12.

The social controls (table 4.3) were adopted from Larsson & Lubatkin (2002). The respondents are

given four options: "no" (did not occur), "pre-" (did occur in the pre-acquisition phase), "post-" (did

occur in the post-acquisition phase), and "n.a." (could have occurred but I can't tell). The mode was

applied to obtain the general answer per social control. The respondents are also given the opportunity

to add activities to the given list. Through this information a fairly accurate reconstruction of the ac

quisition process is obtained.
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Table 4.3 - List ofsocial controls, adopted from Larsson and Lubatkin (2002: p.1606).

1. Introduction programs

2. Cross-visits

3. Joint celebrations

4. Training, special integrators

5. Transition teams

6. Management information systems

7. Integration plans

8. Senior management involvement

9. Temporary personnel exchange/rotation

The assessement of the strategic fit is done by candidates 1, 3, and 4. They will give their opinions

concerning the different areas of similarities and different types of relatedness (figure 3.2). Assessing

the customer type, product type, technology in production, and the purpose/function in use on

similarities, will provide an indication of strategic fit. This method also allows for the inclusion of

additional remarks concerning the degree of strategic fit. The interview candidates thus have a certain

amount of freedom in the assesment of strategic fit.

The determination of the strategic intent is performed by interview candidates 1, 2, and 3, since they

acted as the decision-makers in the acquisition. They are given the opportunity to score each of the

twenty managerial goals with a low, medium, or high importance (where low = 1, medium =2, and

high =3). By summing the results per goal, the overall importance per goal is obtained (where low =

3-4, medium = 5-7, high = 8-9). The cluster importance is obtained through summing the total scores

for the goals relating to the clusters.

The assessment of resistance is divided in the "resistance" against the acquisition, and the "resistance"

against the proposed changes in the post-acquisition phase. Resistance is placed between brackets,

because the opposite of resistance (collaboration) is also possible. Whether there is resistance or col

laboration should result from the interviews. Three types of resistance can be distinguished (Piderit,

2000): emotional, cognitive, and behavioural resistance. Open questions with candidates 2, 6, 8, and

11 should reveal whether these three types of resistance occurred. This counts for both the resistance

against the acquisitions as well as the resistance against the proposed changes. The interview ques

tions should also expose the actions taken to decrease the resistance (and ultimately create collabora

tion). Overall no clear format is applied for the topic resistance.

4.3 Method of design

4.3.1 The tool

A tool, including all pre-acquisition elements, will be designed. As mentioned in paragraph 5.2.3, all

elements comprising the pre-acquisition phase (strategic intent, strategic fit, organizational fit, cultural

fit, the process, and the preferred mode of acculturation) should be incorporated into the design. The

status of these different elements heavily affects the relevance and impact of the remaining elements.

In a discussion with several representatives from the University and the company it was therefore de

cided that a decision tree was most appropriate. The decision tree is comprised of five steps (in the

following order): (1) assessment of the strategic intent; (2) assessment of the opportunities (strategic

fit); (3) assessment of the amount of integration (through the mode of acculturation and the structural
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integration); (4) assessment of the organizational fit; and (5) assessment of the cultural fit. Steps 1 and

2 can result in one ore more directions, while steps 3, 4 and 5 only have a single outcome.

The five steps and the assessment of the steps are based on the theoretical model (figure 3.1). The as

sessment of the steps is done electronically, because this enables automated generation of the out

comes. The outcomes are, on the other hand, presented on physical cards, in the according step col

ours. Completing steps 1, 2, 3, and 5 will result in a situation description and the according recom

mendations, which are thus provided on physical cards. Separating the assessment (which is done

electronically) and the outcomes (which are provided through physical cards) of the steps, ensures that

the appropriate outcomes are obtained and processed. To increase clarity on which outcomes belong to

which steps, each step is given its unique colour.

The sequence of the steps was determined by placing the most influential decisions first. The outcome

for strategic intent determines the relevance and impact of the remaining steps. Therefore the strategic

intent is the first step. The assessment of the opportunities plays a significant role in determining the

amount of integration, and is therefore the second assessment, followed by step 3; culture and struc

ture integration. The sequence of assessing the cultural or organizational fit is not relevant, since their

sequence does not affect the outcomes.

4.3.2 Testing the tool

To provide a certain degree of external validity the tool needs to be tested. This test is performed by

two managers from Company A, who have been involved in several acquisitions in the past, and are

also responsible for future acquisitions. The situation by which the tool is tested will be an acquisition

both assessors were recently involved in. These two individuals will jointly assess the steps in the tool.

To provide optimal clarity on how to assess the tool and because of time restrictions, the tool manual

will not be used. In stead the tool will be explained to them personally. Nevertheless, all information

given is also recorded on the physical "how to proceed" cards.

The test setting reconstructs the actual setting in which the tool should be used (in the actual setting

the tool should ideally be assessed by two to five assessors). The Excel sheets will be projected, so

that they are readable for both assessors. Through discussion, between the two assessors, the various
items are scored, and an outcome is obtained per step. After steps 1, 2, 3, and 5 are completed the as

sessors will be handed one or more recommendation cards (dependant on the outcome).

After the tool is completely gone through an evaluation is filled in to determine the usefulness, the

practicability, and the completeness of the tool. This is done by means of fourteen multiple choice
questions and three open questions (see appendix III for the evaluation form). The evaluation was de

signed to portray the expert's opinions, and it offers room for recommendations regarding the set up of

the tool.
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5 Results

5. 1 Data collection and analysis

For each item from figure 3.1 the results of the data analysis are separately discussed. The sequence of

discussion is provided in figure 5.1. Operating in this sequence allows for inclusion of the moderating

effects that preceding items might have on the item of discussion. Because the post-acquisition phase

runs parallel with the writing of this report, definite conclusions on certain post-acquisition activities

cannot be given.

Fif!.ure 5.1 - The sequence ofpresentation of results

In the researched acquisition, all components belonging to the pre-acquisition phase have been con

cluded. They can therefore be assessed retrospectively. The post-acquisition phase, on the other hand,

is still ongoing. Actions concerning both organizational culture and structure transfer are well under

way, but conclusions on whether they have been successfully implemented or not cannot be drawn

yet. Therefore determination of the outcomes for the components "synergy realization" and "M&A

success or failure" is not yet possible.
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5.1.1 Acculturation

DEGREEDF
MlJliirIIZIJU\TURAl2ISM

MESER'lAirION OF
IZIJUirURE

Figures 5.2a and 5.2b represent the preferred modes of acculturation for Company B and Company A.

If figure 5.2a is examined in more detail, it becomes clear that the operational employees in the manu

facturing department occur twice. The eclipse in the separation mode represents the initial state of the

operating employees, whereas the eclipse in the assimilation mode represents the current status. The

initial manufacturing employees' mode of acculturation can be traced back to Company B' history

with Company A. Over time the negative image decreased and Company A was eventually perceived

as very attractive. With the manufacturing management, the perception of attractiveness was origi

nally high, and they moderately valued to preserve their culture. Overall the manufacturing mode of

acculturation can thus be la

belled as "assimilation".

r-----''--_---r__Nol_Bt_Al_I---, Multicultural Unicullural From a general perspective,

the mode of acculturation is

found in a combination be

tween integration and assimi

lation. This is explained by

the fact that company B is

willing to adopt certain as-
Deculturatioo pects of Company A's cul-L- -L- --'

Figures 5.2a and 5.2b - Mode of acculturation: Company B left / Company A ture, but wishes to preserve

right. others. Two interesting re-

marks concerning acculturation were that "slight differences in shades are not important, as long as

the involvement is guaranteed and the overall cultures match", and that "acculturation is no one-way

process, but it involves adopting both companies' best practices". Complete adoption of the acquiring

company's organizational culture is therefore not the case. The general mode of acculturation is there

fore a combination of integration and assimilation.

Figure 5.2b reveals two modes of acculturation, namely: integration for international acquisitions; and

assimilation for national acquisitions. The reason for this is that the amount of integration is usually

lower in international acquisitions. This is because of the larger cultural differences, and the difficul

ties in achieving an efficient integration (which leads to synergy realization). Therefore the interna

tional mode of acculturation is integration, while the national mode of acculturation is assimilation. It

must be noted that the actual acculturation process will occur in the post-acquisition integration proc

ess.

5.1.2 Cultural Fit
As mentioned in the method chapter, a detailed assessment of the cultural fit was not possible at the

time of the diagnosis. The cultural fit is therefore derived from the opinions of interviewee 1 and 2.

They indicated that the top management contact between both companies was already present for sev

eral years. Both organizations had already cooperated in the past, with satisfactory results. Both com

panies are, and have been, market leaders for several years. They were able to maintain their market

leadership by remaining innovative. The fact that both organizations want to retain their market lead

ership trough new product development is an indication of cultural fit. Both companies belong to the

"winning team", and it is therefore assumed that both companies relate to each other.
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The theoretical model in figure 3.1 shows that the cultural fit is moderated by the preferred mode of

acculturation and the amount of integration. Implying that the impact of the cultural fit is large for a

high degree of integration, while its impact is small for a low degree of integration. In acquisitions

with a high degree of integration both companies are forced to intensive cooperation. If there are many

differences in their cultures (e.g. in the autonomy in decision making, performance orientation, and

reward orientation), the process of cooperation is hampered. For acquisitions with a low degree of in

tegration the cultural differences are less significant. The degree of integration and its impact on the

cultural fit are discussed in paragraph 5.8.

The preferred mode of acculturation for Company A and Company B tended towards assimilation.

Assimilation implies that one party abandons its own culture, and takes on the acquiring company's

culture. In this case Company B leaves a significant part of their organizational culture, but preserves

the aspects that they value the most. The cultural fit will therefore increase because of the post

acquisition acculturation process.

5.1.3 Process

The key players in the acquisition process were interview candidate 1,2, and 3. Also a representative

from Company A's headquarters was involved in the process. The determination of the "actions to be

taken", and the "decisions to be made" was done by the before mentioned individuals. Obviously both

parties had a team of consultants supporting them getting through the details. The negotiation process

mainly focused on determining the proper acquisition price. The price was mainly determined by the

evaluation of company B's product portfolio, which contains (among others) several promising, but

not yet fully adopted, technologies To make a realistic valuation of these technologies Company A

(interview candidate 3) consulted company B employees, company B customers (but also non

customers), and competitors. Through estimating the technologies' potential, the risks surrounding the

valuation were deceased. In the acquisition process, and thus in the valuation process, the operational

excellence (for instance the quality of the development and manufacturing processes) was no relevant

topic. Usually experts on many areas (internal) are involved in the investigation of operational excel

lence. Because these actions were omitted from the acquisition process, only a few organizational

members were involved. The key players inside both organizations were kept informed, but they did

not play an active role. The next paragraph will briefly discuss the pre-acquisition collaborative ac

tions between the manufacturing, development, and purchasing departments of both organizations.

Departmental pre-acquisition collaboration

The contribution in the pre-acquisition phase, and the post-acquisition integration differ per depart

ment. For instance, there was none to very little pre-acquisition collaboration between representatives

from both manufacturing departments. The contacts were restricted to informal meetings, and the

sharing of information was limited. Representatives from the engineering department, on the other

hand, already collaborated in the pre-acquisition phase. This collaboration restricted itself to product

level; the engineering procedures were not yet evaluated. Comparable to the manufacturing managers,

the engineering managers did not have any decision-making power in the acquisition itself. The pre

acquisition collaboration in the area of purchasing restricted itself to the global comparison of the sup

plier pool (Company A /Company B), towards completion. In the post-acquisition period, the collabo

ration within all three departments was increased. At that point in time also the processes were evalu

ated.
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5.1.4 Organizational fit

The organizational fit was determined by considering the differences in management styles between

Company A and Company B. The point of departure is a comparison between the management styles

of Company B and Company A. Also, the pre-acquisition management style classification of Com

pany B is regarded as most relevant. The current situation of company B's management styles is in

cluded to demonstrate the evolution over time. Because the classifications were only completed by a

few individuals and on a three-point scale, the results should not be treated as an absolute truth, but

merely as an indication of the organizational fit.

Comparison reveals that Company B, amongst others, is more cautious in risk taking, has a higher

focus on the short-term, has a higher concern for past practices, and is more individualistic in deci

sion-making than Company A (figure 5.3). Comparing Company A to the current status of Company

B shows fewer differences on the different items. Within Company B an apparent shift is visible on

multiple items. For instance a shift in approach to managerial problems from a reactive towards a

more proactive approach is in progress. Also the decision-making shifts towards a group-oriented con

sensus, and a higher emphasis is placed on R&D and innovation. Overall, a shift to the right of the

scale is observable.
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Figure 5.3 - Organizational fit: Differences in management styles.

The few similarities in the pre-acquisition classification of Company B and Company A result in a

moderate fit. The fit is labelled moderate because the classifications almost never differ more than one

point (except for item 1). Also the cultural fit, which is part of the organizational fit, is moderate to

high. The implications that the moderate organizational fit has on the "combination potential" are dis

cussed in paragraph 5.7.
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Figure 5.4 - Strategic fit (adopted from Shelton, 1988: p.280-281)
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5.1.5 Strategic fit

Assessment of the similarities between Company A and Company B results in three affirmative an

swers (for customers, technology in production, and function in use) and one negative (products). This

placed the strategic fit in the upper-left quadrant of figure 5.4: Related - Complementary. The results

are briefly explained.

Both Company A and Company B sell

their products to the meat processing in

dustry. The large customers of Company

A and Company B operate both compa

nies' main markets. Although smaller cus

tomers process only focus on one market,

the total customer base is labeled as "simi
lar". Comparing the product offerings of

Company A and Company B shows al

most no resemblance. The Company A

subsidiary and Company B only have a

marginal overlap in their product portfolios. The products are therefore labeled "new". Comparing the

production technologies of both companies show some company-specific technologies, but overall

mainly similarities exist between the production technologies of Company A and Company B. Al

though the type of product they process is different, the purpose and function in use is also similar.

Besides the complementarities that Company B offers Company A, other matters also contributed to

the strategic fit. For instance, the large customers' decision-makers decide on both the purchase of

Company A as well as on Company B equipment. Company A's subsidiary, which products serve a

similar market as Company B, is therefore able to strengthen its market position. Through the use of

Company B's market position, Company A's subsidiary increases its market potential. The strategic

fit can thus be described as high. The implications of the high strategic fit on the "combination poten

tial" are discussed in paragraph 5.7.

5.1.6 Strategic intent

The scoring on the managerial goals for mergers and acquisitions was done reasonably unanimous,

since values per column for the three respondents never differ more than one value compared to the

other two respondents. The scoring per managerial goal automatically results in a scoring per cluster.

The cluster scorings are displayed in table 5.3 (the table including the scorings per managerial goal is

given in appendix I). Cluster III, expand current product lines and markets, was the main driver behind

the acquisition. Clusters II and I were scored as medium, with both positioned near the "high" range.

The scoring of managerial goals belonging to cluster I is very consistent (three times medium), where

the scoring of the cluster II goals was very diverse (low, medium, and high). The complete list of

goals is therefore necessary to draw significant conclusions concerning cluster II. The scorings further

show that cluster IV played a minor role, and that cluster V was of no importance at all.
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Table 5.1 - Cluster priority of the goals and objectives underlying the acquisition.

Clusters

I" Obtain and exploit economies of scale and scope (8, 15, 20)

11* Deal with critical and ongoing interdependencies with others in a firm's environment (2, 3, 10)

III"" Expand current product lines and markets (4, 7, 11, 12, 14, 17)

IV" Enter new business (13, 16, 18)

V""" Maximize and utilize financial capability (1, 5, 6, 9, 19)

Sum Priority

21 MEDIUM

20 MEDIUM

45 HIGH

14 LOW

16 LOW

* Low =9·14, Medium =15·21, High =22·27

** Low =18·29, Medium =30·42, High =43-54

*** Low = 15·24, Medium = 25·35, High = 36-45

The strategic intents behind the acquisition partly originate from the strategic fit between both organi

zations, Similarities in function in use could lead to possibilities in the area of engineering, while simi

larities in production technologies provide opportunities for synchronization of manufacturing activi

ties.

Figure 5.5 - The two axes on which Company A

determines the acquisition candidate attractive·

high
Market Power

ness.

Company A specific: The goals and objectives underlying

the acquisition as portrayed in table 5.1 are derived from

literature. Company A's decision-makers in the acquisition

process apply two primary decision-making factors,

namely: the innovative performance, and the market power

of the acquisition candidate. To be labeled as an attractive

acquisition candidate, one of these factors must always be

high. The overall goal is always to guide the acquired

company to the upper right comer of figure 5.5. In case of

low market powerlhigh innovative performance, Company

A could utilize their marketing capabilities to increase the

acquired company's market position. The same principle

applies when the acquired company has a low innovative

performance, but a high market power.

The goals and objectives portrayed in table 5.1 are thus of

secondary importance. If the conditions of high innovative performance and/or high market power are

not met, the acquisition will not be pursued. Company B was scored high on both conditions, which

made it a highly attractive acquisition candidate.

5.1.7 Combination potential

The combination potential is derived from the strategic and organizational fits. The strategic fit pro

vides the opportunities for the combined organization, while the organizational fit influences the ease

at which the opportunities provided by the strategic fit can be reaped. Like became clear from the pre

ceding paragraphs, the organizational fit is moderate, whereas the strategic fit is high. The high strate

gic fit provides many opportunities for future cooperation. However, the moderate organizational fit

hampers the course of transforming the opportunities into synergy creation. To be able to obtain the

potential, the organizations need to be balanced first. This balancing implies that the organizational

cultures and structures need to be harmonized in such a degree that synergy realization is enabled.

Carrying through these changes in organizational culture and structure is a complex and lengthy proc-
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ess. Success depends on the amount of effort, time, money, and expertise that is spent on guiding this

process. The moderate organizational fit implies that the many structural and cultural changes must be
carried through to obtain the combination potential. This process will take a long time, will have high

costs, and will require much expertise (which will thus not be available for other activities).

5.1.8 Amount of integration

The amount of integration is mainly dependant on the combination potential, but it is also influenced

by the strategic intent behind the acquisition. Both components indicate on which levels cooperation is

necessary to obtain the potential synergies, and to fulfill the goals underlying the acquisition. For in

stance if the goal "create economies of scale by relevant capacity expansion" is scored "high", consid

erable integration on the area of manufacturing is necessary. This goal was however scored "me

dium", thus complete balancing of both organizations' manufacturing systems was thus not foreseen.

Several legal and operating issues enforce a certain amount of integration (legal, finance, and HRM).

The strategic fit indicated further areas of cooperation. These areas were found in joint development,

marketing, and purchasing. Joint development requires the processes used in new product develop

ment to be balanced. This implies that the amount of development integration is high (meaning the

integration of procedures, and not automatically the exchange of personnel). In the area of purchasing,

the corporate wide contracts have to be respected, thus some degree of purchasing integration is inevi

table. However, because both companies have similar productions in technology, and the products

perform similar functions in use, the purchasing for primary processing is also appropriate for high

integration. In the area of marketing the combination potential is also very high. Joining forces in their

market approach offers many opportunities for increased sales (this is not only the case for Company

A products, but also for a Company A subsidiary). The marketing integration can therefore also be

labeled as "high".

In general the amount of integration is "high", which indicates that many organizational culture and

structure elements will be transferred. The theoretical model (figure 3.1) shows a connection between

the preferred mode of acculturation and the amount of integration. A high amount of integration re

quires a mode of acculturation in which the employees of the acquired company do not value to pre

serve their culture. In this case, the preferred mode of acculturation was assimilation. This suggests

that the cultural transfer process should not encounter insurmountable problems.
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5.1.9 Collaboration/Resistance

The interviews indicated that resistance and collaboration were both present towards the acquisition in

general, and towards the proposed changes (which mainly caused by the acquisition). The resistance

towards the proposed changes is mainly determined by the high degree of post-acquisition integration.

Because of the moderate organizational fit, the high degree of integration resulted in the implementa

tion of many changes in various departments of Company B. Figure 5.6 displays the resistance and

collaboration towards the acquisition and the proposed changes. It also provides an indication for the

locations and causes of the resistance or collaboration. The next paragraphs will briefly illustrate the

components and connections in figure 5.6. To conclude, the methods and actions taken to deal with

the employees' resistance towards the acquisition and towards the proposed changes are discussed.

Opemling Employees
(general)

• Emotional
-CognHive

Operating Employees
(general)

·EmoiiorJal
-Cognitive

Figure 5.6 - Impact, location, and source of resistance and collaboration.

Throughout the company the thoughts and beliefs concerning the acquisition deviated, which resulted

in different levels of resistance (or the opposite of resistance: collaboration). The resistance towards

the acquisition was initially high among the majority of the Company B employees. The shared his

tory between Company B and Company A resulted in many questions and doubts concerning Com

pany A's intentions. However, because they had more knowledge concerning the acquisition's con

text, Company B's management had a deviant, more positive opinion about the acquisition by Com

pany A (good strategic partner), which explains the management's collaboration towards the acquisi

tion. At the Des Moines headquarters, which did not have such an emotionally charged history with

Company A, no resistance was present. As explained earlier in this report, the acquisition was antici

pated for several years. Therefore the employees have had many years to get used to the idea.

The resistance concerning the proposed changes in the manufacturing department had a high impact

on the employees' professional and personal lives. The initial emotional and cognitive resistance from

the manufacturing employees was therefore high. Behavioral resistance was never present. In the

course of time the first emotional reactions and feelings had sunken, and the acceptance towards the

proposed changes grew. This process of creating acceptance was guided by clear communications of

the necessity and nature of the changes.
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The engineering department, on the other hand, reacted very positive towards the proposed changes.

This reaction partly stems from the fact that the proposed changes only affected their professional

lives, whereas the changes carried through with manufacturing also affected the employee's personal

lives. Employees in the engineering department fully embraced the proposed changes, since they were

perceived as an improvement. The collaboration from the Oss and Des Moines management was

originated by the fact that the acquisition provided the opportunity to finally implement some struc

tural changes.

The resistance against the acquisition was removed by clear communications about the acquisition

context. Slowly it became clear that history would not repeat itself. The resistance against the pro

posed changes was decreased through direct and clear communications about their necessity and their

impact. Also the employees were involved in the implementation of the changes. The fact that the

changes were inevitable, and that the employees were able to contribute to the implementation of the

changes, resulted in decreased levels of resistance.

5.1.10 Culture/Structure transfer

An important comment with regard to cultural integration is that it goes hand-in-hand with structure

integration. In many cases structural changes also require cultural changes. Organizational misbalance

will be the result when only structure or only culture is changed. Which of the two concepts initiates

the culture/structure transfer process remains the question. Which of these elements is transferred first

is determined by the status of the organizational and cultural fit. Research by Larsson & Lubatkin

(2001) indicated that successful acculturation (process of culture transfer) is mainly determined by the

use of social controls in the informal integration process.

In table 5.1 several socialization and coordination efforts, adopted from Larsson and Lubatkin (2001),

are displayed. The amount of autonomy granted to the acquired firm is an indication of the need for

coordination efforts such as integration plans and senior-management involvement. From table 5.1

becomes visible that the overall socialization process was regarded as informal. Also the majority of

the respondents indicated that the efforts took place in the post-acquisition period.

Table 5.1 - Consensus analysis ofthe pre-acquisition activities (Activities adoptedfrom Larsson & Lubatkin, 2001).

67

100

100

100

67

The efforts to enhance synergy also mainly occurred during the post-acquisition phase. For all efforts

to enhance synergy, a high degree of consensus is visible. Two comments must be made, concerning

the "special integrator" and the "integration plans". For several reasons the "special integrator" was
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not successful, and he eventually left the company. Multiple respondents indicated that the integration

plans were made, but that this was done in the post-acquisition phase. Interview candidate 1, on the

other hand, indicated that an integration plan was formulated in the pre-acquisition phase. The remain

ing respondents, who were not heavily involved in the pre-acquisition process, were unaware of such

an integration plan in the pre-acquisition phase. They were thus not involved in formulating the inte

gration plan. The pre-acquisition integration plan could as a result not contain many details, and is

therefore irrelevant.

At this moment in time, many actions are carried through to implement the structural changes in sev

eral departments. These activities are however still ongoing, therefore results are not yet known. One

important aspect in the culture and structure transfer process is that hindering resistance should be

dealt with first. This aspect was described in the previous paragraph, but it is an essential step in suc

cessfully implementing the structural and cultural changes.

5.1.11 Synergy Realization

Synergy realization is dependant on the "combination potential", and the quality of the organizational

culture and structure process. A stated in paragraph 5.7, the "combination potential" is moderate to

high. The high amount of integration implies that a large amount of organizational structure and cul

ture needs to be transferred. This transfer process is, at this moment in time, in full progress. The qual

ity of this transfer process cannot be identified yet, and therefore the synergy realization can also not

be identified.

5.1.12 M&A success/failure

Because the activities from the post-acquisition integration process are not yet finished, no results are

available to pronounce the acquisition a success or failure. Until this point in time most directions in

dicate towards a successful acquisition.
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5.2 Diagnosis
The discussion of the conclusions is based on the theoretical model, presented in figure 3.1. The re

sults will be compared to the relevant literature and on the personal comments made by the interview

respondents. The theoretical model indicates that the "synergy realization" is determined by the

"combination potential", and the quality of the organizational culture and structure transfer process.

The post-acquisition phase is however still in full progress, thus definite conclusions on "synergy re

alization" cannot yet be drawn. The pre-acquisition phase is discussed first. The implications of the

pre-acquisition phase on post-acquisition activities are discussed next. This paragraph is concluded

with a model test.

5.2.1 Pre-acquisition

The most prominent conclusion about the pre-acquisition phase is that the strategic fit was leading in

the acquisition decision. The strategic fit between both companies was excellent, although there was

minimal overlap in products, both companies served comparable customers, and through the acquisi

tion a Company A subsidiary was able to increase its market potential significantly. These promising

opportunities took the attention away from the second aspect that determines the "combination poten

tial"; the organizational fit, respectively. As Jemison & Sitkin (1986) indicated, involvement of key

personnel is essential in the determination of the organizational fit. These experts are better able to

analyse the many technical details concerning the organizational fit. In this case the responsible per

sons in the pre-acquisition phase were limited to three delegates. Many organizational experts were

thus only indirectly involved in the pre-acquisition process. The retrospective analysis concluded that

the organizational fit was moderate. The acquisition decision makers on the other hand, assumed the

organizational fit to be high, which fail short in the post-acquisition phase. The limited assessment of

the organizational fit resulted in an inaccurate, overly positive, establishment of the "combination's

potential".

The conclusion on the assessment of organizational fit was supported by many of the interview re

spondents. They unanimously indicated that the acquired company fell short on the expectation con

cerning operational excellence. Early involvement ofa wider team of experts from both organizations

would have lead to knowledge about the acquired organization's operational qualities (e.g. the qual

ity of development and manufacturing processes), and about the investments that are necessary for

synergy creation. A note on behalf of manufacturing is that assessment of the acquired company's

manufacturing status would have created understanding into the acquired organization's production

technologies, which might make running investment plans (in other Company A subsidiaries) redun

dant. Overall, early involvement of many organizational experts in the establishment of the organiza

tional fit would have created more understanding about post-acquisition integration needs. Some re

spondents even indicated that it would have increased their commitment to the integration process.

The cultural fit was not assessed very intensively, but the fact that both companies are very innovative

,and market leaders is an indication that a certain cultural fit was present. Both cultures were thus not

assessed in detail, thus an accurate prognosis of fit was not made. Also the acquiring and the acquired

company's mode of acculturation were not determined. Deviations in both modes of acculturation

could result in much resistance towards the acquisition in the post-acquisition phase. However both

the acquiring and the acquired company's mode of acculturation turned out to be similar. The lack of
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assessment concerning the mode of acculturation did thus not have consequences in the post

acquisition phase.

The goals and objectives underlying the acquisition (strategic intent) were also not assessed in a de

tailed manner. Of course the decision makers had certain ideas about the acquisition objectives; they

were just not made explicit. The strategic intent, together with the "combination potential", heavily

influences the amount of post-acquisition integration. The result of an overly positive "combination

potential" and the lack ofclear (explicit) intentions behind the acquisition resulted in the fact that the

pre-acquisition period did not produce a clear integration plan. The implications of the lacking inte

gration plan will be discussed in paragraph 6.2. The overall conclusion about the pre-acquisition

phase is that a more in depth assessment in the pre-acquisition phase would not have influenced the

acquisition decision. It would however have created much more insight about the necessary actions in

the post-acquisition phase. This knowledge is important because time, effort, and money could be

saved.

5.2.2 Post-acquisition

The amount of post-acquisition integration is determined by the "combination potential", the "strate

gic intent", and the "preferred mode of acculturation". As became clear from paragraph 6.1, the as

sessment of these three elements was done inadequately. Because of this, a clear integration plan was

missing. The effects of this detailed plan being missing are expressed in various ways. First, the retro

spective analysis of the "strategic intent" showed that obtaining economies of scale and scope was

labeled as "medium importance", which is an indication of a medium amount of post-acquisition

(manufacturing) integration. This does not correspond to the actual high degree of post-acquisition

manufacturing integration. The amount of integration was thus mainly determined in the post

acquisition phase, whereas the determination should actually be an outcome of the pre-acquisition

phase.

The amount of integration can be labeled "high" (for the Dutch subsidiary). The consequences of the

moderate organizational fit are that many structural changes (and thus also cultural) have to be imple

mented to balance both organizations. This process was positively influenced by the good cultural fit

and the corresponding mode of acculturation. Another strong aspect in the post-acquisition process

was the extensive use of social controls. All respondents indicated that the acquisition process was

perceived as informal. The excellent professional relationships between employees of both organiza

tions created the right environment that enabled a smooth integration and acculturation process.

The integration process was moderately hindered by the resistance against the acquisition itself, and

by the resistance against the proposed changes. Both types of resistance were not equally distributed

throughout the organization. Where in some departments resistance prevailed (manufacturing), other

showed many collaboration (engineering, purchasing). The resistance also decreased over time, since

management dealt with the resistance though clear communications and by involving the employees in

the implementation of the proposed changes.

The conclusion that can be drawn at this moment in time is that the post acquisition integration proc

ess proceeds slowly. This is mainly caused by the fact that the necessary information to determine the

amount of integration was not available at the start of the post-acquisition period. A clear integration

plan in the pre-acquisition period would have saved time, expenses, and efforts in the post-acquisition

phase. Whether the acquisition will become a success largely depends on the quality of the post-
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acquisition structure and culture transfer process. Achieving a high quality transfer process will re

quire much expertise and commitment from individuals in both organizations. However the willing
ness to make the acquisition a success is present within both organizations.

5.2.3 Model test

In paragraph 3.2 an attempt was made to combine several theoretical models that explain M&A suc

cess. The necessity for such a model was initiated by the high failure rate of mergers and acquisition,

and the incompleteness of the models when considered separately. The theoretical model (figure 3.1)

was used to retrospectively analyze an acquisition by Company A. The theoretical model is comprised

of several sub-models, which find their origin in several academic papers. To be better able to explain

the relationships that the different components have on each other, and eventually on the acquisition

success or failure, some personal inputs were added. The validity of the theoretical model was deter

mined through a retrospective analysis of an already finished acquisition.

The status of the various elements in the pre-acquisition phase proved to explain many setbacks and

obstacles encountered in the post-acquisition integration process. Removing the direct link between

strategic and organizational fit, and the acquisition success or failure, and replacing it by a combina

tion effect increases clarity concerning the factors explaining acquisition success. The retrospective

analysis demonstrated that the combination of strategic fit and organizational fit better explains the

acquisition success than the when the elements taken separately (although no quantitative analysis was

carried out, this conclusion was supported by results of the quantitative data analysis). However, the

combination potential is also just an interlude in the eventual success of failure of the merger. The ac
tual gathering of the combination potential is dependant on the quality of the post-acquisition integra

tion process. The amount of integration determines the dimensions and complexity of this integration

process. Additions to literature were the different elements determining and influencing the amount of

integration. Although these elements were not consciously considered in the analysed acquisition, the

retrospective analysis showed that these elements did mostly determine the post-acquisition amount of

integration. The conclusion that can be drawn is that the combination of the several models, and the

additions and steps in between and relationships, contributed in explaining the factors that determine

acquisition success or failure.

The data analysis demonstrated that a retrospective acquisition analysis (in a n = 1 case) was possible

by assessing the components of the theoretical model. The conditions for a successful post-acquisition

period are created in the pre-acquisition phase, it is therefore very important that the pre-acquisition

decision-making is done properly. As described in paragraphs 5.2.1 and 5.2.2 not all components in

the pre-acquisition phase were sufficiently assessed. This shortcoming in the acquisition process ex

pressed itself in the post-acquisition period. The acquiring organization encountered many unforeseen

problems, which slowed down the integration process. More extensive assessment of the pre

acquisition elements would have exposed these problems timely. All-in-all the theoretical model

showed to be a suitable instrument to retrospectively analyse an M&A. However, the drawback of the

theoretical model is that it is not structured in a way that it the pre-acquisition elements can be easily

assessed. This fact aroused the need for a pre-acquisition decision-making support tool. This tool

should contain all pre-acquisition elements from the theoretical model. Through assessing these ele

ments, the acquisition's environment will be determined and recommendations on the process, amount

of integration, and the consequences of the cultural and organizational fit can be given.
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5.3 Design
The pre-acquisition decision-making support tool is a decision tree (figure 5.7), in which all elements

of the pre-acquisition phase are included. The assessment of the tool is done electronically, whereas

the results (situation descriptions and recommendations) are presented on physical cards. The different

paths through the decision tree lead to eleven different end recommendations. However, after complet

ing steps 1, 2, and 3, situations and recommendations are provided in between. The shape of the deci

sion tree, and its paths, is determined by the possible outcomes per step. The blocks represent out

comes, while the circles represent situation descriptions and/or recommendations. The main goal of

the tool is to provide managers with information and recommendations in the pre-acquisition phase.

However, through the assessment of the tool the acquisition decision-makers also gain valuable

knowledge on the similarities and differences between both organizations and their organizational cul

tures. This information will enable the decision-makers to construct a clear plan on how to overcome

these differences in the post-acquisition integration phase. The completion for each step is the subject

of discussion in the following paragraphs.

Step I - The first element that needs to be established in the pre-acquisition decision making phase are

the precise goals underlying the acquisition. This is assessed through a list of twenty managerial goals

(appendix I) for mergers and acquisitions adopted from Walter and Barney (1990). These twenty goals

are grouped into five clusters. The clusters represent the five scenarios that make up the outcome of

step 1. The different scenarios are: (I) obtain and exploit economies of scale and scope (3 items); (II)

deal with critical and ongoing interdependencies with others in a firm's environment (3 items); (III)

expand current product lines and markets (6 items); (IV) enter new business (3 items); and (V) maxi

mize and utilize financial capability (5 items). These five scenarios are not mutually exclusive, there

fore multiple outcomes are possible. However, the continuation through the decision three can differ

per cluster. The course, and thus the according situation descriptions and recommendations, for sce

nario II and III are equal. Scenario I only proceeds to two more steps, namely the assessment of the

organizational and the cultural fit. Scenarios IV and V directly result in a situation description and the

according recommendations. The twenty items are scored with a range from 1 to 5, implying very un

important to very important. After scoring all items the cluster scores (also ranging from unimportant

to important) are automatically obtained. The cluster scores "important" or "very important" (a score

of 4 or 5) determine the further course through the decision tree. In the unlikely case that none of the

clusters is scored as "important" or as "very important", the assessment is stopped after step 1. Step 1

is closed with reading the situation descriptions for the clusters that were labelled as "important"

and/or "very important".

Step 2 - The second important element in the pre-acquisition phase, which has a large impact on the

post-acquisition amount of integration, is the degree of relatedness between the acquiring and acquired

company. The relatedness is determined through the characterization applied in Shelton (1988). A dis

tinction is made between similarities in customer type, product type, technology in production, and

purpose/function in use. If three out of these four items are scored as related, both organizations are

highly related.
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In the global determination of the post-acquisition opportunities the before-mentioned similarities are

linked to manufacturing (technology in production), engineering (product type and purpose/function
in use), and marketing/sales (customer types). A high degree of relatedness will result in multiple out

comes, and thus in multiple paths through the decision tree. If only marketing opportunities arise the

assessment is concluded by reading marketing's recommendation card. If manufacturing and/or engi

neering opportunities are present, the according physical card provides recommendations concerning

the pre-acquisition process, and who to involve in this process. The degree of relatedness will also be

a component in step 3.

Step 3 - After the establishment of opportunities the next step in the pre-acquisition phase is a pre

liminary diagnosis of the post-acquisition amount of integration. The determination of integration

level is done by determining the amount of structure and culture integration. From these two the struc

tural integration is leading (meaning that structure integration determines whether the amount of inte

gration is labeled high or low). The reason for this is that successful implementation of the structural

changes will eventually create value for the merged companies. In the optimal situation the structure

and culture integration both result in high or low integration. In case of high structure and low culture

integration difficulties in the post-acquisition integration process are to be expected.

The level of culture integration is determined by the acquiring company's mode of acculturation (Na

havandi & Malekzadeh, 1988) (figure 3.3b). The four modes of acculturation (integration, assimila

tion, deculturation and separation) are determined by means of two dimensions: the degree of related

ness, and the degree of multiculturalism, respectively. Scoring both dimensions (from 1 to 4) will

point to the according mode of acculturation, where integration and separation imply low integration

and assimilation and deculturation entail high integration.

The level of structure integration is determined by the acquired company's need for integration and

the need for strategic interdependence (Haspeslagh and Jemison, 1991). The four modes of structural

integration are preservation, symbiosis, absorption, and holding3
. Because of the low need for strategic

interdependence holding and preservation entails low integration, while absorption implies high inte

gration. Symbiosis represents a more problematic mode of structure integration. The high amount of

strategic interdependence implies a high degree of integration; however the high need for autonomy

requires a low degree of integration. Because the strategic opportunities are mostly determined by the

need for strategic interdependence, this dimension has the decisive power (over need for autonomy) in

determining the amount of integration. However the high need for autonomy will hinder the post

acquisition integration process; therefore much attention must be given to balancing the integration

and autonomy removal process in the post-acquisition integration phase. For the structural mode of

integration a distinct assessment is made for engineering and manufacturing (because of the divergent

modes of organizational interdependence). The three modes of engineering integration were adopted

from Puranam and Srikanth (2007), whereas the modes of manufacturing integration are self

prescribed (because no specific information on manufacturing integration was available from litera

ture).

If both the cultural and the structural amount of integration are equal (high or low), the total amount of

integration is set. Because step 3 can be assessed for both manufacturing and engineering, it is very

well possible that both have a deviant mode of acculturation. The effect of deviant outcomes is that

3 A detailed description of the four modes of structure integration is provided in Haspeslagh and Jemison (1991: 145-146)
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one final recommendation will apply (for only manufacturing or engineering). If the overall amount of

integration is determined recommendations about the mode of integration and the consequences that
the integration level has on the cultural and structural fit have are given.

I Step 5 - In case of high manufacturing and/or engineering integration the organizational and

cultural fit will have a large impact on the post-acquisition integration process. Establishment of the

organizational and cultural fit in the pre-acquisition phase can provide a good indication for possible

difficulties in the post-acquisition integration process. The organizational fit is determined by means

of the questionnaire adopted from Datta (1991) (table 3.1). The organizational fit is assessed through

determining the degree to which the questionnaire items differ for both organizations (on a five point

scale, where' l' means very dissimilar and '5' means very similar). To end up with a high or low fit,

the 'ones' and 'twos' (representing low fit), and the 'fours' and 'fives' (representing a high fit) are

summed. The 'threes' are ignored, since they neither represent low nor high fit. After the summation it

becomes clear how many items were scored high or low, where the highest value eventually deter

mines whether the fit is 'low' or 'high'4. In case of a tied or zero score (if all items are rated '3'), the

organizational fit is high.

The cultural fit is assessed in a similar method as the organizational fit. The cultural fit items, on

which both organizations are compared, were adopted from Chatterjee et al. (1992). The seven dimen

sions that were use to determine the cultural fit are: innovation and action orientation (5 items); risk

taking (5 items); lateral integration (4 items); top management contact (items); autonomy and decision

making (5 items); performance orientation (3 items); and reward orientation (4 items). The complete

questionnaire is found in appendix IV. Because the items to measure the cultural fit are clustered in

cultural fit dimensions, a more detailed insight is gained in where the cultural differences are located.

Thus, in stead of just stating that the cultural fit is either high or low, the assessor(s) can see which

dimensions contribute to the high or low result for cultural fit.

The various combinations of high manufacturing and/or engineering integration, and high or low or

ganizational and cultural fit result in different recommendations regarding possible difficulties in the

post-acquisition integration process. If step 2 resulted in both manufacturing as well as engineering

opportunities, and step three resulted in high manufacturing and engineering integration, then two fi

nal recommendations are made. When steps 4 and/or 5 resulted in close scores for organizational

and/or cultural fit (e.g. in case the assessment of organizational fit resulted in 9 high scores and 8 low

scores) then it is advisable to read multiple recommendations. Because in these cases one cannot fully

speak about high or low fit.

To make sure the tool is appropriately assessed, a user manual was set up for each step. These step

specific manuals describe the content, it explains how to proceed through the step, and it provides the

possible outcomes per step. The complete manuals per step, as well as a general explanation is found

in appendix V.

4A comment must be placed in naming the cultural and organizational fit "high" or "low". This method does not imply that all organizational

and cultural aspects are similar in case of a high fit (and vice versa). If for instance 20 items are measured and the final score is 9-11, then
the designation of high or low fit is difficult. From the determination of the organizational and cultural fit emerges which aspects are similar,
and which aspects differ. It is very important to acknowledge which cultural and organizational items differ. These differences could impact

the course of the post-acquisition integration process. To allow the assessment to continue a distinction is made between a high and low
organizational and cultural fit, however in the case of marginally diverging scores a nuance must be placed. In this case it might even be

advisable to follow both the high and low paths.
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The five steps are electronically passed through in an Excel file, where each step is placed in a sepa

rate tab. Excel was used because it can directly provide an outcome after the scoring the different

items per step (for 4 out of the 5 steps). No user interference is thus necessary in calculating the out

come. After completing steps 1, 2, 4, and 5, the results are automatically be generated by Excel. The

outcome for step 3 is obtained manually by incorporating the scorings in the appropriate matrices.

When steps 1, 2, 3, and 5 are completed, recommendations and situation descriptions are provided.

These recommendations are provided on a physical card in the according step colour. All final rec

ommendations and the recommendations and situation descriptions in between are found in appendix

VI

After steps 1 and 2 are completed, multiple outcomes are possible. The main effect of these multiple

outcomes is that the according scenarios will result in multiple recommendations (per step and final).

Also the assessment of step 3 is different per scenario. Although the according final recommendations

for the several scenarios differ, steps 4 and 5 only have to be assessed once per acquisition. The as

sessment itself is not coupled to a certain scenario, the final recommendations on the other hand are.

Thus multiple outcomes for steps 1 and/or 2 will result in multiple final recommendations (made after

step 5).

5.4 Test
The tool was evaluated by the two assessors (who are experienced acquisition managers) to grant the

tool a certain degree of external validity. The tool's base was the theoretical model (figure 3.1), how

ever this model was only marginally tested in a business situation. The sub-models, which combined

form the theoretical model, have been empirically tested, but the total model was only applied to one

case. The tool's evaluation should reveal whether the procedure offers sufficient support in the pre

acquisition decision-making process. For the evaluation fourteen multiple choice questions (on a five

point scale with 1 indicating "not at all" and 5 indicating "very much so") and three open questions

were set up. The complete evaluation form is found in appendix VII. The results are discussed in the

next paragraphs.

The questions in the evaluation can roughly be grouped over the following subjects: the relevance of

the components and sub-components; the completeness; and the usability. The scorings on relevance

of the components and subcomponents indicated that the components and subcomponents were recog

nized as being relevant in the pre-acquisition process. Although the components were related to their

former idea of acquisition decision-making elements, one respondent indicated that definitely new

insights were gained after assessing the tool. Furthermore the subcomponents were also regarded as a

significant representation of the components.

The scorings on completeness over the two respondents predominantly indicated moderate to high

completeness. One additional comment made by one of the respondents was that not only the recom

mendations after steps 1, 2, 3, and 5 provide support, but that the actual scoring of the organizational

and cultural fit items increased the awareness on similarities and differences between both organiza

tions. One responded indicated, in the open question on completeness, that the tool could be expanded

with some extra questions which would recognize additional attention points for the post-acquisition

integration. However, no details were given concerning the desired contents of those extra questions.

Both respondents score the usability as very high. They indicated that the tool was easy to understand

and use, also for beginning acquisition managers. The recommendations were also perceived as clear
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and timely. The duration for both respondents first assessment of the tool was one hour, which was

regarded as very acceptable by both respondents.

Overall the tool was received very well by both respondents. The scores on relevance, completeness,

and usability were mostly scored high. One striking comment made by one of the respondents was that

the tool is not only useful in supporting pre-acquisition decision-making; it could also be applied in

organizational changes (for example in restructuring and integrating subsidiaries). Although the tool

was not developed for this application, it shows that the tool provides several opportunities.
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6 Conclusions and recommendations

6. 1 Recapitulation of results
This thesis focused itself on the complex merger and acquisition environment. Numbers indicate that

many organizations struggle to achieve their pre-acquisition goals, and the post-acquisition integration

process often experiences adversity. This also applied to the company in the research, which has made

several acquisitions over the last decade. These acquisitions were always inspired by the strategic op

portunities for the combined organization. Elements like organizational and cultural fits were only

marginally considered in the pre-acquisition process. This lack of assessment often led to unforeseen

problems in the post-acquisition integration process. However, an accurate picture on how the com

pany in the research approached acquisitions was not available. The first goal in the research therefore

was to retrospectively analyze an already finished acquisition, to discover how the acquisition process

was approached. Secondly, a tool was developed that would reveal and assist in overcoming possible

difficulties in the acquisition process. The focus and shape of this tool depends on the results of the

diagnosis.

To enable a retrospective analysis of an already finished acquisition, a unified model of acquisition

success had to be set up. The need for such a model was aroused from the fact that many authors tried

to explain the factors that influence acquisition success, but that none of these authors succeeded in

providing a complete model. The unified model of acquisition success combined these various litera

ture sources. Although this model includes multiple factors that have proven to influence acquisition

success, the model is not considered complete. Past and future research has and will demonstrate addi

tional factors that determine the acquisition success. The model nevertheless provides an appropriate

foundation for this research.

In the theoretical model a distinction is made between pre- and post-acquisition elements. The pre

acquisition elements determine, for a large part, the course of the post-acquisition integration process.

The retrospective analysis confirmed that the strategic fit between both organizations dominated the

acquisition process. The organizational and cultural fits were indeed marginally assessed, which re

sulted in an overly positive evaluation of the combination's potential. This limited assessment lead to

many unforeseen problems in the post-acquisition period. Another conclusion was that a clear integra

tion plan was missing. The post-acquisition period was therefore started without a clear direction.

These causes were the main reason for the post-acquisition process to proceed slowly. The retrospec

tive analysis thus showed that, through applying the theoretical model, the shortcomings in an acquisi

tion process can be revealed.

The diagnostic phase revealed that the largest and most attainable gains are found in the pre

acquisition period. Obtaining knowledge on the strategic, organizational, and cultural fits early on in

the acquisition process will allow the acquiring company to set up a founded post-acquisition integra

tion plan. Such a plan provides both organizations with a clear direction for the post-acquisition pe

riod. Also possible post-acquisition integration difficulties can be foreseen, and actions can be taken

timely. For these reasons the choice was made to focus the design on the pre-acquisition period.

The theoretical model was however not suitable to act as a tool. Therefore a new set up, a decision tree

including all elements from the pre-acquisition phase, was constructed. In this decision tree five steps

are assessed, which results in recommendations and situation descriptions. The assessment and the
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outcomes of the tool are detached, since the tool is assessed electronically and outcomes are provided

on physical cards. This method decreased the chances of faulty use of the tool and the outcomes. The

outcomes of the tool are the recommendations which are made after steps 1, 2, 3, and 5. These rec

ommendations provide the decision-makers with a support over how to approach the remaining pre

and the post-acquisition period. Through the assessment of the tool the acquisition decision-makers

also gain valuable knowledge on the similarities and differences between both organizations and their

organizational cultures. This information enables the decision-makers to set up a clear plan on how to

overcome the observed differences in the post-acquisition phase.

6.2 Conclusions
The goals in the research were two-fold: the first goal in the research related to the diagnosis, while

the second goal in the research related to the design. The first goal in the research was to retrospec

tively analyse an already finished acquisition through applying the theoretical model. This goal was

achieved, since the theoretical model showed to be very well capable of reconstructing the acquisition.

The second goal in the research was to design a tool that would overcome possible difficulties in the

acquisition process, mainly in the post-acquisition integration process. This goal was also satisfied,

since the tool offers sufficient support for managers to act on to avoid post-acquisition integration

problems.

The theoretical foundation of the diagnosis and the design are also well-founded. The theoretical

model, which served as the base of the diagnosis, was motivated by many literature resources. Some

additional elements and relationships were added, but the diagnosis (although not through quantitative

data) validated their existence. The design (tool) is comprised of five steps that use academic literature

in determining for example the strategic intent and the cultural fit.

What remains is the usability of the design. The test indicated that the design was experienced as use

ful and relevant in an acquisition situation. Although the test was done at a small scale, the respon

dents that performed the test were experienced acquisition managers that were able to give a founded

opinion. One manager even indicated additional uses for the tool, which only increases its usability.

6.3 Recommendations
The results from the diagnosis lead to a tool that provides support in the pre-acquisition decision

making process. However, assessment of the tool requires the assessor(s) to have a moderate to high

degree of knowledge about the acquired company's organization, culture, products, and customers.

The tool can therefore not be applied to a random potential acquisition candidate. The tool is to be

brought into action before the important decisions in the pre-acquisition phase are made. Because,

through assessment of the tool, information is obtained about the status of the acquisition candidate,

the decision making is more founded. Also recommendations on the involvement of various organiza

tional experts are obtained through assessing the tool.

If the acquisition candidate is comprised of several subsidiaries, the tool should be assessed per sub

sidiary. The reason for this is that the subsidiaries can be very divers on for example strategic fit, or

ganizational fit, and cultural fit. The combination potential, and thus the amount of integration could

therefore differ per subsidiary. A general assessment for the entire organization would therefore not

reveal relevant information. This fact discloses an additional function for the tool. If an organization,

comprised from several subsidiaries (often through acquisitions) that focus on similar and/or different
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parts of the market, is planning to increase the cooperation between their subsidiaries, the tool can be

applied to determine the degree of integration between the different subsidiaries. Also information is

gained on the differences in organizational cultures and structures between the subsidiaries. Therefore

the tool is also very well suited to support strategic management in general.

A final recommendation concerns the utilization of the tool. Although the tool does supply valuable

knowledge, it should merely serve as a quick scan. Indications are obtained on the various similarities

and differences between both organizations. To obtain a more complete picture, the acquiring organi

zation should further look into the differences, and the impact of these differences in the post

acquisition stage. Through assessing the different steps in the tool, the acquiring company is provided

with a clear direction for deeper inspection.
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7 Discussion
Before the research was actually started a unified model explaining acquisition success was set up. A

retrospective analysis of an already finished acquisition through this modelled to a tool that supports

the pre-acquisition decision making. This theoretical model and the tool certainly contributed to the

current M&A literature; however they also have several shortcomings. The contributions and short

comings are elaborated on in the following paragraphs. This chapter will conclude with a personal

reflection of the research.

7. 1 Contributions to literature and practice
From an academic perspective, the largest contribution was the unified model of acquisition success.

Through combining several literature sources, and adding some personal elements and relationships,

the picture of acquisition success becomes more complete. Although not validated by quantitative re

search, the diagnosis demonstrated the effects the different elements had on each other, and eventually

on acquisition success or failure.

From a managerial perspective the impact of this research is even bigger. First of all the tool provides

little to moderately experienced acquisition managers with much support, since it clarifies the acquisi

tion's environment, and it offers recommendations for several scenarios. Secondly, the knowledge on
opportunities, preferred mode of acculturation, and the organizational (including culture) differences,

enables managers to construct a founded post-acquisition integration plan. The tool was tested and

positively evaluated by two managers of Company A. They experienced the tool as relevant and use

ful in an acquisition situation. Their opinion supports the conclusion that the tool has practical rele

vance.

7.2 Shortcomings and future research
The retrospective analysis of an already finished acquisition demonstrated the use and the validity of

the theoretical model. However, claiming that the model is complete and that all elements and rela

tionships are valid is impossible. The validity of the different elements and relationship should be

demonstrated through quantitative research. In the theoretical model also some control variables like

relative size and acquisition experience are not included. Although these variables were not included,

previous research by Hayward (2002) has demonstrated that these variables do influence acquisition

success. However, for this research these variables were not considered relevant. All-in-all the theo

retical model should be approached as a first initiative in setting up a model that makes the path to

acquisition success more transparent to acquisition managers. Further research should reveal addi

tional factors and relationships that are important in explaining acquisition success.

Although the tool's strength is that it is assessed easily and relatively fast, this could also be consid

ered as a shortcoming. The quick scan does not allow for an in-depth assessment of the various ele

ments in the pre-acquisition phase. Although the tool provides the assessor(s) with a clear direction,

deeper inspection is necessary to obtain a complete picture. Future work could focus on expanding the

tool, so that possible attention points for the post-acquisition integration process are recognized early

on.
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7.3 Personal reflection
I have experienced this research project as a very fun and valuable experience. The company in the

research showed to be an excellent environment in which I could perform my research. Over the

course of the research I gained a tremendous amount of new knowledge, and I learned to look at the

graduation project in an academic matter. I also saw it confirmed that a model, report, or tool is never

finished, and that you should not retain too much to the existing form or completion. Through con

tinuously improving the model and the tool I eventually obtained a satisfying result. Changing your

model sometimes implies that you have to cannibalize your previous work in order to improve the cur

rent model. This is no easy thing to do, but most of the time it is necessary. Here I see a clear connec
tion with Innovation Management, which also teaches that companies sometimes have to let go of

their current products to enable new innovations to enter the market.

All-in-all this graduation project has had a large and positive impact on my personal development.
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Appendix I - List of managerial goals (Strategic intent)

Walter and Barney (1990) provided the following list of managerial goals for M&As:

1. Promote visibility with investors, bankers, or governments, with an eye to subtle benefits later.

2. Accelerate growth or reduce risks and costs in a particular industry in which the acquiring com

pany has a strength such as executive wisdom.

3. Utilize interlocking and mutually stimulating (synergistic) qualities of the acquired company vis

a-vis the acquiring company.

4. Attain improved competitiveness inherent in holding a sizeable market share or important market

position.

5. Utilize financial strengths of the acquired company such as foreign tax credits or borrowing ca

pacity.

6. Gain complementary financial features such as those that balance earnings cyclicality.

7. Reduce risks and costs of diversifying products and services delivered to customers within an in

dustry.

8. Utilize the acquiring company's expertise in marketing, production, or other areas within the ac

quired company.

9. Divest poor-performing elements of the otherwise undervalued acquired company, in portfolio

management style.

10. Improve efficiencies and reduce risk in the supply of specific goods and/or services to the acquir

ing company.

11. Penetrate new markets by utilizing the acquired company's marketing capacities.

12. Improve economies of scale by utilizing the acquired company's distributional capacities to absorb

expanded output.

13. Gain valuable or potentially valuable assets with the cash flow or other financial strengths of the

acquiring firm.

14. Broaden the customer base for existing goods and services of the acquiring company.

15. Create economies of scale by relevant capacity expansion.

16. Reduce risks and costs of entering a new industry.

17. Expand capacity at less cost than assembling new facilities, equipment, and/or physical assets.

18. Fulfill the personal ambitions, vision, or some particular goal of the acquiring company's chief

executive.

19. Pursue opportunities to sell stock at a profit by such acts as pressing management of the acquired

firm for improved earnings.

20. Utilize the acquired company's personnel, skills, or technology in other operations of the acquiring

company.
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Candidate Candidate Candidate
Goals & Objectives 1 2 3 Total

1
Promote visibility with investors, bankers, or governments, with an

1 LOW 1 LOW 2 MEDIUM 4 LOW
eye to subtle benefits later.

Accelerate growth or reduce risks and costs in a particular industry
2 in which the acquiring company has a strength such as executive 2 MEDIUM 2 MEDIUM 3 HIGH 7 MEDIUM

wisdom.

3
Utilize interlocking and mutually stimulating (synergistic) qualities

3 HIGH 3 HIGH 3 HIGH 9 HIGH
of the acquired company vis-a-vis the acquiring company.

4
Attain improved competitiveness inherent in holding a sizeable

3 HIGH 3 HIGH 3 HIGH 9 HIGH
market share or important market position.

5
Utilize financial strengths of the acquired company such as foreign

1 LOW 1 LOW 1 LOW 3 LOW
tax credits or borrowing capacity.

6
Gain complementary financial features such as those that balance

1 LOW 1 LOW 1 LOW 3 LOW
earnings cyclically.

7
Reduce risks and costs of diversifying products and services deliv-

2 MEDIUM 2 MEDIUM 2 MEDIUM 6 MEDIUM
ered to customers within an industry.

8
Utilize the acquiring company's expertise in marketing, production,

2 MEDIUM 3 HIGH 2 MEDIUM 7 MEDIUM
or other areas within the acquired company.

9
Divest poor-performing elements of the otherwise undervalued

1 LOW 1 LOW 1 LOW 3 LOW
acquired company, in portfolio management style.

10
Improve efficiencies and reduce risk in the supply of specific goods

1 LOW 2 MEDIUM 1 LOW 4 LOW
and/or services to the acquiring company.

11
Penetrate new markets by utilizing the acquired company's mar-

3 HIGH 3 HIGH 3 HIGH 9 HIGH
keting capacities.

12
Improve economies of scale by utilizing the acquired company's

2 MEDIUM 3 HIGH 3 HIGH 8 HIGH
distributional capacities to absorb expanded output.

13
Gain valuable or potentially valuable assets with the cash flow or

1 LOW 2 MEDIUM 1 LOW 4 LOW
other financial strengths of the acquiring firm.

14
Broaden the customer base for existing goods and services of the

3 HIGH 3 HIGH 3 HIGH 9 HIGH
acquiring company.

15 Create economies of scale by relevant capacity expansion. 2 MEDIUM 3 HIGH 2 MEDIUM 7 MEDIUM

16 Reduce risks and costs of entering a new industry. 3 HIGH 2 MEDIUM 2 MEDIUM 7 MEDIUM

17
Expand capacity at less cost than assembling new facilities,

1 LOW 2 MEDIUM 1 LOW 4 LOW
equipment, and/or physical assets.

18
Fulfil the personal ambitions, vision, or some particular goal of the

1 LOW 1 LOW 1 LOW 3 LOW
acquiring company's chief executive.

19
Pursue opportunities to sell stock at a profit by such acts as press-

1 LOW 1 LOW 1 LOW 3 LOW
ing management of the acquired firm for improved earnings.

20
Utilize the acquired company's personnel, skills, or technology in

3 HIGH 2 MEDIUM 2 MEDIUM 7 MEDIUM
other operations of the acquiring company.

Low = 1, Medium = 2, High = 3; Total; Low = 3-4, Medium = 5-7, Hzgh = 8-9

-50-



rUle
Appendix II - Theoretical model including literature links
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Appendix 111- Tool evaluation form
The pre-acquisition decision-making support tool is evaluated in several steps. First the appropriate

ness and practicability are scored (on a scale of one to five). There is an opportunity to provide addi

tional comments to the questions asked below. Second some open questions should provide a more

detailed insight into the tool's functioning.

Filled in by: . Date: .

Not

At all

1. Do you recognise the five components in the model as being relevant in the acqui-

sition process? .

2. Where any new insights gained trough assessing the tool? .

3. Do the components in the tool relate to your former idea of acquisition decision-

making elements? .

4. Do you recognise the subcomponents as being relevant in scoring the five compo-

nents (steps)? .

5. Are the five steps passed through in a logical order? .

6. Is it clear in which stage of the M&A process, and by whom the tool is to be ap-

plied? .

7. Does the tool sufficiently cover the issues in the pre-acquisition process? .

8. Is the tool complete enough? ..

9. Was the tool easy to understand and to use? ..

10. Do the proposed solutions offer sufficient support in an M&A situation? .

11. Is the model manageable for beginning acquisition managers? ..

12. Is the time to assess the tool acceptable? ..

13. Do you think that the recommendations in between are clear? .

14. Would you rather see all recommendations at the end? ..

Comments regarding questions above:

Open Questions:

01. What elements would you've wanted to be included into the model?

02. What is your overall opinion about the decision-making support tool?
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Appendix IV - Corporate culture dimensions
This appendix includes the exact questionnaire used in Chatterjee et al. (1992)5. Besides the question

naire itself, also descriptions on the various dimensions are supplied. These descriptions were part of

the original questionnaire.

1. Innovation and action orientation

A very important cultural characteristic of a company's top management is its innovation and action

orientation. Top managers who are action-oriented value and encourage innovation and rapid "re

sponse to changes and competitive developments in their environments. The researchers Miles and

Snow have described different types of organizations and top management teams. Top managers in
"Defenders" are highly expert in their organization's limited area of operation and not willing to ad

just rapidly to new opportunities as they develop. Top management in this type of organization values

stability, intensive planning, and a high degree of formalization. On the other hand, top management

of "Prospectors" finds and exploits new product and market opportunities in a very dynamic way.

Miles and Snow further explained how all these characteristics impact other aspects of organizational

life such as control and coordination mechanisms, conflict resolution, performance appraisals, and

reward systems.

2. Risk-taking attitude

Management's risk-taking philosophy and beliefs about risk preferences rank as one of the most sig

nificant indicators differences in. management culture. The propensity to take risks affects many im

portant decisions such as investment in new ventures, purchase of manufacturing equipment, propor

tion of the research budget earmarked for new areas of business, and even the handling of employee

pension funds. The perception of risk was used in organizational research as an important dimension

to be identified in respective cultures.

To highlight the fact that the dimensions of culture are intertwined, the interrelationships of risk

taking and innovation and action orientation are discussed here. Achieving competitive advantage

through innovation often has regard to investment in R&D projects; it is very risky and demands a

certain 'willingness to take risks. In this way some aspects of innovation orientation will be associated

with a top management culture that tends to be oriented toward risk-taking. Also, it is noted that the

sense of urgency indicated the perceived threats and the perceived risk of not taking action with re

spect to an issue, whether that action means resolving a problem or capitalizing upon an opportunity.

Those the sense of urgency that results from attitude toward risk is related to action orientation.

3. Lateral interdependence

5 Chatterjee, S., Lubatkin, M.H., Schweiger, D.M., and Weber, Y. (1992), "Cultural differences and shareholder

value in related mergers: linking equity and human capital", Strategic Management Journal, 13, pp. 319-334
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Top managements differ in regard to beliefs about the importance of cooperation between various or

ganizational subsidiaries in achieving overall organizational goals. For example, it should be noted
that "Prospectors" emphasize complex and expensive coordination mechanisms, while "Defenders"

use simple forms of coordination (e.g., standardization and scheduling). The importance that top man

agement attaches to cooperation and communication is reflected in the encouragement given to shar

ing understanding one another's problems and difficulties, and helping other subsidiaries vs. vying

with them.

4. Top management contact

This dimension relates to the beliefs of top management in relation to whether subordinates should

receive managerial support, warmth and consideration. This dimension relates to top management be

liefs about other individuals and about human nature, such as theory x and theory y, which lead to dif

ferent managerial cultures in organizations. Thus, top management groups will be different in their
beliefs concerning the possibility of allowing and encouraging subordinates to be creative and try new

things at a reasonable risk, and to be open to criticism.

5. Autonomy and decision - making

A fundamental characteristic of top management groups is the value and importance they ascribe to

the degree of autonomy and responsibility that they should delegate for important decisions. These

beliefs have repercussions for the structure of the organization in terms of how broadly or formally

managerial jobs and procedures should be defined.

6. Performance orientation

The nature of demands that should be placed upon members and the specific focus of performance

appraisals comprise another important aspect of top management teams. In some teams the focus is on

efficiency, namely how the job is done. In others, the focus is on effectiveness and upon output and

results.

This dimension is also related to the beliefs that top management holds about how much emphasis

should be placed on a high standard that motivates people to continually improve performance, lets

people feel than they will be held accountable for their performance and makes performance expecta

tions clear.

7. Reward orientation

The last characteristic of top management culture used here is reward orientation. This dimension is

central to comprehending cultural differences because 'who gets rewarded and why is an unequivocal

statement of the corporation's value and beliefs'. It is connected with the beliefs of top management

concerning the extent to which the company should pay competitively and fairly as well as to the de

gree to which that compensation should relate directly to performance.
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THE INSTRUMENT:

DEGREE OF CULTURAL DIFFERENCES

The following items relate to the BELIEFS AND ASSUMPTIONS that top management had prior to

the merger or acquisition about the IMPORTANCE of some business practices and procedures, and

how things should be done for the success of a business. Please, indicate your perceptions about the

extent to which the following items were DIFFERENT for the top management group of your com

pany VERSUS the top management group of the acquired fIrm. Please, circle for each item the most

appropriate answer: a score of "I" means that the two top management groups are very similar, while

a score of "5" means that they are very different.

1. Managers should share information and

communicate with other subunits of the

Very

Similar

Very

Different

company .

2. Managers should quickly respond to

changes in the business environment.. .

3. In the long run managers can get ahead

fastest by playing it safe, sure, and

slow .

4. Compensation for managers should be

competitive with similar companies .

5. Measures used to judge managerial

performance should be clear .

6. Top management should provide support

and warmth to those managers below them..

7. High autonomy in decision making should

be given to managers .

8. Managers should recognize and seize good

opportunities as they arise .

9. Managers should take chances on good

ideas .

10. Rewards and recognition should be based

on a manager's performance .
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11. There should be continuous pressure to

improve personal and group performance.. 1 2 3 4 5

12. Formal authority for decision making

should be made clear to all employees..... 1 2 3 4 5

13. Managers should maintain and/or

develop interrelationships with managers

of other departments ......................... 1 2 3 4 5

14. Managers should be encouraged to be innovative,

take independent actions and reasonable risks .... 1 2 3 4 5

15. Managers should be encouraged to air

conflicts and constructive criticism

openly................................ 1 2 3 4 5

16. Formal rules and procedures should be

followed in making decisions and carrying

out all activities ................................... 1 2 3 4 5

17. Managers should be innovative rather than

conservative in decision making............... 1 2 3 4 5

18. Managerial promotions should be highly

associated with excellence in performing

the job ............................................ 1 2 3 4 5

19. Managers should be free to make

independent decisions ................................ 1 2 3 4 5

20. Calculated risks should be taken at the

right time.......................................... 1 2 3 4 5

21. Decision-making should be timely............. 1 2 3 4 5

22. Goals should be venturesome ................... 1 2 3 4 5

23. Various subunit managers should make

Efforts to understand each other's problems

and difficulties.......................... 1 2 3 4 5

24. Managers should be held personally

accountable for the end results they

produce............................ 1 2 3 4 5

25. To be effective, decision makers should

be very cautious ................................ 1 2 3 4 5
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26. Responsibility for decisions should be clearly

communicated to all managers ................. 1 2 3 4 5

27. Managers should create and maintain effective

communication and cooperation with peers.... 1 2 3 4 5

28. Managers should be encouraged to expose

conflicts and to seek ways to resolve them..... 1 2 3 4 5

29. Promotion of managers should be based on

competence as reflected by their performance... 1 2 3 4 5
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Pre-acquisition decision-making support tool

1. The strategic intent (blue)

2. The opportunities (degree of relatedness)

(green)

3. The culture and structure integration (yellow)

4. The organizational fit (orange)

5. The cultural fit (red)

'.._, .... ,...._,-_._-',....,..._,-~-, ...,,-
~-_._._ .._.........

I
II

II•
For steps I and 2 multiple outcomes are possible. The main effect of these multiple outcomes

is that the according scenarios will result in multiple recommendations (per step and final).

Also the assessment of step 3 is different per scenario. Although the according final recom

mendations for the several scenarios differ, steps 4 and 5 only have to be assessed once per

acquisition. The assessment itself is not coupled to a certain scenario, the final recommenda

tions on the other hand are. Thus multiple outcomes for steps I and/or 2 will result in multiple

final recommendations. Step specific comments are made after steps I (situation description),

2 (comment of the process and involvement of key employees), 3 (description of the integra

tion situation), and 5 (recommendations concerning the impact of the high or low organiza

tional and cultural fit).

How to proceed to the tool?

For every step an information-card is set up that explains how to proceed through the accord

ing step. It also describes what consequences the different outcomes per step have on the

route through the decision tree. Further it clarifies what kinds of recommendations are made

after finishing the individual steps. The recommendations that result from the different out

comes per step are displayed on a card in the according step color. For a detailed description

about how to proceed through the different steps I thus refer to the according card (there are

five in total, one per step). Read these cards before you start assessing each step.

In the actual tool (the Excel file) the boxes that need to be filled in are given a blue back

color, while the results are displayed in orange. For steps 1, 2, 4, and 5 the outcome is gen

erated automatically. The outcome for step is obtained manually by incorporating the scores

in the appropriate matrices.
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Step 1 proceedings

In step 1 the strategic intentions behind the acquisition are determined. By scoring twenty managerial

goals for mergers and acquisitions on a scale of importance (with 1 representing very unimportant and

5 representing very important), the importance of the clusters the separate goals belong to is automati

cally gained. It is very well possible that multiple clusters are scored as "important" or as "very impor

tant". What outcome is scored as "important" or as "very important" determines the further course

through the decision tree. If scenario I is labeled as "important" or as "very important" you can di

rectly proceed to step 3. In case of high importance of scenario II and III all steps should be assessed.

Scenarios IV and V directly result in a scenario description and according recommendations.

How to proceed if scenario ... is labeled as "important" or as "very important,,6:

o I - read the blue card labeled "Scenario I" and proceed to step 4 of the decision tree

o II - read the blue card labeled "Scenario II" and proceed to step 2 of the decision tree

o III - read the blue card labeled "Scenario III" and proceed to step 2 of the decision tree

o IV - read the blue card labeled "Scenario IV" and read the red card labeled "J"

o V - read the blue card labeled "Scenario V" and read the red card labeled "K"

Step 2 proceedings

In step 2 the areas of relatedness between the acquiring and acquired company are determined. The

relatedness is determined according to four criteria, which relate to opportunities in the area of engi

neering, manufacturing, and marketing:

1. Similar customer type (marketing)

2. Similar product type (engineering)

3. Similar technologies in production (manufacturing)

4. Similar purpose/function in use (engineering)

Of course both organizations can have similarities on multiple areas. A similar product type and simi

lar technologies in production would imply opportunities in the areas of engineering and manufactur

ing. In this case step 3, the determination of the degree of integration, should be assessed for both a

manufacturing and an engineering perspective. If step 2 results in ... opportunities then:

o Manufacturing: read the green card labeled "manufacturing" and assess step 3 from a manu

facturing perspective

o Engineering: read the green card labeled "engineering" and assess step 3 from an engineering

perspective

o Marketing: read the green card labeled "marketing"

o In case of multiple outcomes, follow the instructions per outcome

6 If the scenario is labeled as "Very Unimportant", "Unimportant", or "Average" no further steps are necessary.
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Step 3 proceedings (1 of 2)

Step 3, the detennination of the amount of culture and structure integration, is a reasonably compli

cated step because it is done in two phases, and a distinction is made for a manufacturing and engi

neering degree of structural integration. Thus, dependent on the outcome of step 2, step 3 is assessed

from a manufacturing perspective, an engineering perspective, or from both perspectives.

First the amount of culture integration is assessed. This assessment is similar for both the manufactur

ing as well as the engineering perspective. The outcome of step 3.1 is either "high" of "low" culture

integration. Second the amount of structure integration is determined. This is done in a similar way as

for culture. However, in the matrix for structure integration also a grey area exists. This area will

eventually result in high integration, but this scenario is far from ideal. The high amount of strategic

interdependence implies a high degree of integration; however the high need for autonomy requires a

low degree of integration. Because the strategic opportunities are mostly detennined by the need for

strategic interdependence, this element has the decisive power in determining the amount of integra

tion. The high needfor autonomy will hinder the post-acquisition integration process; therefore much

attention must be given to balancing the integration and autonomy removal process in the post

acquisition integration phase.

Step 3 proceedings (2 of 2)

If both the cultural integration and the structural integration result in the same amount of integration

(high or low) then the total amount of integration is determined. In case of differences, the structural

integration is leading. This is because the successful implementation of the structural changes will

eventually lead to value creation for the merged companies.

For the amount of engineering (3) and manufacturing (3) several levels of integration are set up. The

level is determined by the value of strategic interdependence! In case of:

o High manufacturing integration: pick the yellow card which corresponds to the level of stra

tegic interdependence (1, 2, or 3 as determined in step 2.1 b) and proceed to step 4

o High engineering integration: pick the yellow card which corresponds to the level of strategic

interdependence (1,2, or 3 as detennined in step 2.1 a) and proceed to step 4

o Low integration: read the red card labeled "F'

Step 4 proceedings

Score the different items in the assessment, notice the final scoring for the organizational fit?, and pro

ceed to step 5. The recommendations are made after step 5 is finished.

7A comment must be placed in naming organizational fit "high" or "low". This method does not imply that
all organizational aspects are similar in case of a high fit (and vice versa). From the determination of the
organizational fit emerges which aspects are similar, and which aspects differ. Thus in case of a high fit,
some organizational elements might still differ. These differences should be dealt with first, while they could
influence the post-acquisition integration process.
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Step 5 proceedings

Step 4 resulted in a high or low organizational fit. The determination of the cultural fit is done in a

similar matter. Although the final score of cultural fit (high or low8
) is determined in a similar way,

the difference is that for the cultural fit a clear distinction is made between seven cultural elements

(where for organizational no clustering of items was present). The advantage is that a more detailed

insight is gained in which areas the similarities and differences in organizational cultures are ex

pressed.

The combination of a high or low organizational and cultural fit leads to a final recommendation

(from A to D for manufacturing and from E to H for engineering). If step 2 resulted in both manufac
turing as well as engineering opportunities, two final recommendations apply.

8 A comment must be placed in naming cultural fit "high" or "low". This method does not imply that all cultural

aspects are similar in case of a high fit (and vice versa). From the detennination of the cultural fit emerges

which aspects are similar, and which aspects differ. Because the items are clustered into 7 dimensions, a de

tailed insight is gained in which areas the cultural differences are located. Thus in case of a high fit, some cul

tural elements might still differ. These differences must be dealt with in the post-acquisition integration phase.
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Appendix VI - Recommendations and situation descrip
tions
Step 1:

I Obtain and exploit economies of scale and scope (8, 15, 20):

In each case these goals focus on taking skills or assets in one firm and using them in the other

firm to create scale economies. This scenario implies high manufacturing integration, thus step 2

and 3 are skipped.

8. Utilize the acquiring company's expertise in marketing, production, or other areas within the ac

quired company.

15. Create economies of scale by relevant capacity expansion.

20. Utilize the acquired company's personnel, skills, or technology in other operations of the acquiring

company.

II Deal with critical and ongoing interdependencies with others in a firm's envi

ronment (2,3, 10):

Interdependence can be indicated by the ability of the acquiring partner to use its 'executive wis-

dom' with the acquired firm, or by the existence of synergy. It can also take the form of vertical

integration that responds to supplier dependencies.

2. Accelerate growth or reduce risks and costs in a particular industry in which the acquiring company

has a strength such as executive wisdom.

3. Utilize interlocking and mutually stimulating (synergistic) qualities of the acquired company vis-a

vis the acquiring company.

10. Improve efficiencies and reduce risk in the supply of specific goods and/or services to the acquir

ing company.

III Expand current product lines and markets (4, 7, 11, 12, 14, 17):

This goal is about improving a firm's market position (not to seek new markets but to strengthen

and expand current markets). A second reason is to enhance the ability to serve customers within a

given industry. Also expanding the distribution capabilities for an acquiring firm's current products

is emphasized. This cluster also refers to expanding a firm's current product markets and new mar

kets (11). However no new products are served to these new markets. Market expansion is key is

this cluster, market diversification is not emphasised.
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(See tool for the description of the corresponding managerial goals and objectives)

IV Enter new business (13, 16, 18):

A move beyond the current products and markets is motivated by the goals in this cluster. This

roughly represents the unrelated M&A's. "In unrelated acquisition the efficiency and power gains

may result from reduced financing costs, increased administrative efficiencies, or superior human

capital not specific to products or business" Singh and Montgomery (1987). High integration is

therefore not the case, thus go strait to comment J (step 5).

13. Gain valuable or potentially valuable assets with the cash flow or other financial strengths of the

acquiring firm.

16. Reduce risks and costs of entering a new industry.

18. Fulfill the personal ambitions, vision, or some particular goal of the acquiring company's chief

executive.

V Maximize and utilize financial capability (1, 5, 6, 9, 19):

Each of the goals in this cluster focuses directly on sources of capital or on the exploitation of capi

tal assets to gain economic advantage.

1. Promote visibility with investors, bankers, or governments, with an eye to subtle benefits later.

5. Utilize financial strengths of the acquired company such as foreign tax credits or borrowing capac

ity.

6. Gain complementary financial features such as those that balance earnings cyclicality.

9. Divest poor-performing elements of the otherwise undervalued acquired company, in portfolio ma

nagement style.

19. Pursue opportunities to sell stock at a profit by such acts as pressing management of the acquired

firm for improved earnings.
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Step 2:

Manufacturing opportunities: the similarities in technologies in production offer opportunities for

joint production and/or purchasing. In this respect it is important that an organizational expert, in the

field of manufacturing, is involved in the acquisition process. This expert can value the acquisition

candidate's manufacturing capabilities properly. This involvement will result in:

a Valuation of acquisition candidate's manufacturing status (status and quality of the manufactur-

ing processes and equipment),

a More detailed information about the manufacturing opportunities (positive and negative),

a Information on necessary and/or desired post-acquisition investments,

a Global indication of the acquired company's manufacturing mode of acculturation.

Engineering opportunities: the similarities in product type and purpose/function in use indicate pos

sibilities in the field of engineering. Both companies might use each other's knowledge in further de

velopment of their own products, or even joint product development. However this process is not as

straightforward as it might seem. Much product knowledge is tacit, and resides in the minds of the

involved engineers. Also the processes applied in new product development might be unique to the

company. Stating that one plus one is two is therefore too simple. Knowledge transfer requires rich

communication between members of both organizations. A premise for rich communication is a posi

tive, healthy working environment. An informal acquisition process contributes in creating such an

environment. Involvement of an engineering expert will result in.

a Valuation of acquisition candidate's engineering status (status and quality of the engineering

processes)

a Quick scan of the possibilities on engineering (which products show overlap?)

a Assessment of engineering culture (mode of acculturation) / need for autonomy

Marketing opportunities: a similarity in "customer type" creates opportunities for joint market en

trance. Through this joint market entrance both companies can increase their market share signifi

cantly, by utilizing each other's current customer contacts and/or marketing capabilities.

Through an acquisition both organizations might show some overlap in foreign sales agencies. The

acquisition might thus imply that the sales activities are integrated, in case of such an overlap. When,
trough the acquisition, new geographical markets are gained, there is no overlap of sales agencies. The

marketing integration is thus dependant on the expansion of the sales area.
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Step 3:

High manufacturing integration 1:

High manufacturing integration can be approached in several degrees, with according situation de

scriptions:

1. The lowest degree of integration (besides no integration) is that the production facility of one or

ganization will produce certain parts for the other organization. In this case knowledge about the

functioning of the end product is not necessary. This degree of integration generally does not re

quire to many structural/cultural changes or investments.

High manufacturing integration 2:

High manufacturing integration can be approached in several degrees, with according situation de
scriptions:

2. The second degree of integration is that the production facilities of both companies will be

equipped with specific production equipment, which is unique to that production facility. Every

part, which needs that specific treatment, will be produced in the adequately equipped production

facility, regardless for which company the part is produced. In this case knowledge about the

functioning of the end product is not necessary.

This degree of integration usually requires many structurallcultural changes or investments. Also

detailed knowledge about each other's products and production equipment is necessary.

High manufacturing integration 3:

High manufacturing integration can be approached in several degrees, with according situation de

scriptions:

3. The third and highest degree of integration is that both the production, as well as the assembly, is

executed in the appropriate production facility (where no distinction is made for which company

the product is manufactured). For proper assembly, knowledge about the functioning of the end
product is necessary.

This degree of integration requires a high amount ofstructural and cultural harmonization, which

usually results many changes and investments. Therefore a high cultural fit is necessary in this

scenario (without a high cultural fit the harmonization process would become very lengthy and

frustrating).

High engineering integration 1:

High engineering integration can also be approached in several degrees, with according situation de

scriptions. All three degrees of integration require harmonization of the engineering structure and

culture. An accurate assessment of the necessity of integration is therefore vital, because integration

could have possible detrimental effects on the "synergy realization", and thus the acquisition success.

In case of high degree of engineering integration, a certain amount of product relatedness is desired. If

the products are not related, the speed of integration should preferably be slow, while the knowledge
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on each other's products and markets should be transferred first. Relatedness is therefore a desirable

factor in case ofengineering integration. The first degree of integration is as follows:

1. The least amount of integration is the homogenization of processes. Although no joint engineer

ing activities follow from this amount of integration, drastic changes in the engineering structure

and non-the least the engineering culture are necessary. That is if the when the applied processes

show many differences. For this type of integration to become successful, a high amount of cultural

fit is necessary!

High engineering integration 2:

High engineering integration can also be approached in several degrees, with according situation de

scriptions. All three degrees of integration require harmonization of the engineering structure and

culture. An accurate assessment of the necessity of integration is therefore vital, because integration

could have possible detrimental effects on the "synergy realization ", and thus the acquisition success.

In case of high degree of engineering integration, a certain amount of product relatedness is desired. If

the products are not related, the speed of integration should preferably be slow, while the knowledge

on each other's products and markets should be transferred first. Relatedness is therefore a desirable

factor in case ofengineering integration. The second degree of integration is as follows:

2. The second degree of integration is rotation of R&D personnel. If R&D personnel are to be ex

changed, sufficient knowledge about each other's products is necessary. This is only accomplished

when there are many similarities between each other's products, or when there is extensive and rich

communications and contact between engineers from both companies. For this type of integration to

function effectively, the harmonization of processes is desired. Secondly, the cultural fit should be

high.

High engineering integration 3:

High engineering integration can also be approached in several degrees, with according situation de

scriptions. All three degrees of integration require harmonization of the engineering structure and

culture. An accurate assessment of the necessity of integration is therefore vital, because integration

could have possible detrimental effects on the "synergy realization", and thus the acquisition success.

In case of high degree of engineering integration, a certain amount of product relatedness is desired. If

the products are not related, the speed of integration should preferably be slow, while the knowledge

on each other's products and markets should be transferred first. Relatedness is therefore a desirable

factor in case ofengineering integration. The third degree of integration is as follows:

3. The third and highest degree of engineering integration is joint development activities. In this

case there is much contact between members of both organizations, and sufficient knowledge about

each other's products is necessary. This also holds for the other points of attention made in the pre

vious option. This type of integration also requires that the processes are harmonized, and that the

cultural fit is high!
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Step 5:

In case of high manufacturing integration A is the ideal scenario! The high organizational fit

A presumes that little organizational changes in structure are necessary. The same applies for

the high cultural fit, which implies that few cultural changes are necessary. The post

acquisition integration process should therefore not encounter much resistance. Also the speed of inte

gration can be high, since little adjustments in organizational structures and cultures are necessary.

This scenario is ideal in all amounts of integration, and high levels of collaboration are to be expected.

B
The high organizational fit and the low cultural fit have large consequences on the post
acquisition integration process. The high organizational fit suspects that few structural

changes are necessary. However the introduction of the applied changes is hindered by the low cul

tural fit. Too rapid implementation of the changes will result in resistance, which will further hinder

the post-acquisition integration. Thus, first the cultural fit should be established, before the structural

changes will be accepted and be efficient. In this case the sequence of culture and structure transfer is;

culture first, followed by structure! Thus a slow integration process is required. In case of moderate

cultural fit due to different home countries, the cultural fit is more difficult to establish. It is even the

question whether a high cultural fit is desired. In some literature diversity in cultures, due to different

home countries, positively contributed to the acquisition success (references).

c The high cultural fit and the low organizational fit have moderate consequences on the post

acquisition integration process. The low organizational fit implies that many structural

changes are necessary to obtain the possible synergies. Because of the high cultural fit, there is a

common understanding and many changes will be accepted. It could be the case that the acquisition

candidate's prevailing organizational structure is not balanced with its culture. The changes in struc

ture could thus even balance out the acquisition candidate's structure and culture. In this case the se

quence of culture and structure transfer is; structure first, followed by culture! The integration process

can be relatively fast.

D This is the worst-case scenario, and it is even to be questioned whether the acquisition should

take place. The low organizational fit requires many structural changes, for which the im

plementation is heavily hindered by the low cultural fit. The result: much emotional, cognitive and

behavioral resistance is to be expected! The post-acquisition integration process will therefore be very

problematic. A successful outcome is possible, however not likely and probably established over a

long period of time! This scenario has a better chance when the need for high integration is less, thus

that the acquisition candidate is granted more autonomy.

Relates to scenario A:
E

In case of high engineering integration E is the ideal scenario! The high organizational fit

presumes that little organizational changes in structure are necessary. The same applies for the high

cultural fit, which implies that few cultural changes are necessary. The post-acquisition integration

process should therefore not encounter much resistance. Also the speed of integration can be high, as
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little adjustments in organizational structures and cultures are necessary. This scenario is ideal in all

amounts of integration, and high levels of collaboration are to be expected.

This scenario for engineering is comparable to the according scenario for manufacturing (B).

An additional, but very important, comment is that the low cultural fit plays a bigger role in

the case of engineering. The low cultural fit is a big obstacle! High integration in the field of engineer

ing requires tight cooperation between the engineers. The low cultural fit heavily hinders this coopera

tion. The success of the post-acquisition engineering integration is mainly determined by this coopera

tion, and therefore this scenario is far from ideal! It thus is to be questioned whether high engineering

integration should be carried trough.

Relates to scenano C, thus for a description of the situation and the according

recommendations see III C. The impact of the low organizational fit is however higher than

for manufacturing. For instance a focus on short-term success will have a bigger influence on engi

neering activities than on manufacturing activities. A more detailed (or fractured) examination of the

organizational difference is therefore very important in this case.

This is the worst-case scenario, and it is even to be questioned whether high engineering

integration should take place. The low organizational fit requires many structural changes, for

which the implementation is heavily hindered by the low cultural fit. The result: much emotional,

cognitive and behavioral resistance is to be expected! The post-acquisition integration process will

therefore be very lengthy, costly, exhausting, and thus very problematic. A successful outcome is pos

sible, however not likely and probably established over a long period of time! Granting a higher

amount of autonomy to the acquired company will probably be more successful in scenario.

Low integration: In case of low integration (and autonomy) the importance of organiza

tional and cultural fit is minimal. The reason for this is, when the acquired company is

granted the autonomy to execute its daily operations, there is little need for contact. This scenario dif

fers when the acquisition offers both manufacturing, as well as engineering opportunities, and that

only one function is highly integrated. These two scenarios are discussed below:

High manufacturing - Low engineering: In this case the knowledge about each other's products re

stricts itself to knowledge about the necessary production technologies. Knowledge about the func

tioning of the products is not necessary (except in case of joint assembly). Further all comments made

in the "high manufacturing integration" paragraph are valid in this case.

High engineering - Low manufacturing: In this case there should be much knowledge about the func

tioning of each other's products. If this is not the case, much knowledge should be transferred first,

which will have its effect on the speed of integration. Further all comments made in the "high engi

neering integration" paragraph are valid in this case.
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The description for scenario IV in step one was:

J "A move beyond the current products and markets is motivated by the goals in this cluster.

This roughly represents the unrelated M&A's. Singh and Montgomery (1987) state that: "the effi

ciency and power gains in unrelated acquisitions may result from reduced financing costs, increased

administrative efficiencies, or superior human capital not specific to products or business"."

This description entails that there is minimal relatedness in the acquiring and acquired company's

products, customers, technologies in production, and in the product's function in use. A valid assump

tion thus is that the post-acquisition integration will be minimal. The remaining steps of the model are

thus not relevant in this scenario. It is possible that over a large period of time both organizations will

become more interdependent on each other, but initially there will be a high amount of autonomy.

The description for scenario V in step one was:

K
"Each of the goals in this cluster focuses directly on sources of capital or on the exploitation of

capital assets to gain economic advantage. "

In this scenario the amount of integration is again minimal. This scenario entails minimal to almost

zero integration, thus the remaining steps of the model are again irrelevant.
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Appendix VII- Tool evaluation form filled in
The pre-acquisition decision-making support tool is evaluated in several steps. First the appropriate

ness and practicability are scored (on a scale of one to five). There is an opportunity to provide addi

tional comments to the questions asked below. Second some open questions should provide a more

detailed insight into the tool's functioning.

Filled in by: Manager A Date: 71212008

Very

Much so

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

Not

At all

1. Do you recognize the five components in the model as being relevant in the acqui-

sition process? ..

2. Where any new insights gained trough assessing the tool? ..

3. Do the components in the tool relate to your former idea of acquisition decision-

making elements? ..

4. Do you recognize the subcomponents as being relevant in scoring the five compo-

nents (steps)? ..

5. Are the five steps passed through in a logical order? ..

6. Is it clear in which stage of the M&A process, and by whom the tool is to be ap-

plied? .

7. Does the tool sufficiently cover the issues in the pre-acquisition process? ..

8. Is the tool complete enough? ..

9. Was the tool easy to understand and to use? ..

10. Do the proposed solutions offer sufficient support in an M&A situation? .

11. Is the model manageable for beginning acquisition managers? .

12. Is the time to assess the tool acceptable? .

13. Do you think that the recommendations in between are clear? ..

14. Would you rather see all recommendations at the end? ..

Comments regarding questions above:

Open Questions:

01. What elements would you've wanted to be included into the model?

The answers of the questions are very important and not just the end result. The answers of the questions can

give you a clear understanding in which areas there are the differences. Especially the questions in relation

with cultural fit as cultural fit is always a container word. By means of the questions you get a better under

standing where is there a cultural fit and where is there NO cultural fit.

02. What is your overall opinion about the decision-making support tool?

It is not just a pre acquisition tool you also can use it for organizational changes.

03. What were the difficulties with filling in the Tool?

No specific problems.
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Not

At all

1. Do you recognize the five components in the model as being relevant in the acqui-

sition process? .

2. Where any new insights gained trough assessing the tool? .

3. Do the components in the tool relate to your former idea of acquisition decision-

making elements? .

4. Do you recognize the subcomponents as being relevant in scoring the five compo-

nents (steps)? .

5. Are the five steps passed through in a logical order? .

6. Is it clear in which stage of the M&A process, and by whom the tool is to be ap-

plied? .

7. Does the tool sufficiently cover the issues in the pre-acquisition process? .

8. Is the tool complete enough? .

9. Was the tool easy to understand and to use? ..

10. Do the proposed solutions offer sufficient support in an M&A situation? .

11. Is the model manageable for beginning acquisition managers? .

12. Is the time to assess the tool acceptable? .

13. Do you think that the recommendations in between are clear? .

14. Would you rather see all recommendations at the end? .

Very

Much so

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

2 3 4 5

Comments regarding questions above:

Very efficient and well thought out tool

Open Questions:

01. What elements would you've wanted to be included into the model?

Some questions could be added to recognize already some more attention points for the future inte

gration to avoid traps are potential conflicts

02. What is your overall opinion about the decision-making support tool?

Very efficient and well thought out tool

03. What were the difficulties with filling in the Tool?

Sometimes it is difficult to rate your opinion since you asked for a general opinion while you now

already there are within departments and persons in one organization quit some differences.
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