Walmart Acquisition of Flipkart in 2018

In May 2018, Walmart successfully announced that they would acquire a 77% controlling stake in Flipkart.  For this deal, Walmart spent a lot of recourse to do the analysis as one of the biggest online companies, Amazon, would like to acquire Flipkart and open up the Indian market in 2018 (almost at the same time).  

Flipkart is a Singaporean registered e-commerce company with headquartered in Bangalore, Karnataka, India.  It was founded by Sachin Bansal and Binny Bansal in 2007.  Both founders have worked at Amazon previously.   Originally, the company focused on online book sales.   Later with the platform, they then expanded their business to different product categories including consumer electronics, fashion, home essentials, groceries, and lifestyle products etc.
This acquisition was finally completed on 18 August 2018.  Walmart stated that both Walmart and Flipkart would maintain their own brands and structures.  On one hand, this acquisition would help Walmart open up the Indian market and compete with its major competitor, Amazon, in the ecommerce arena.  On the other hand, this acquisition also provides a lot of financial resources to help Flipkart further develop in India, the second most populated country in the world with nearly a fifth of the world's population.  It is legitimately that Flipkart could leverage Walmart’s omni-system which could provide up-to-date retail and supply chain knowledge and support.

In this report, an analysis from people management perspective would be conducted.  

General speaking, when we discuss the value of the the mergers and acquisitions (M&A) across the borders, we would compare the cost and benefit generated by this M&A.  In terms of cost, simply speaking, people would focus on the acquisition cost.  In terms of benefits, people would pay attend on the following issues:
1. Can the M&A help the buyer company expand its market shares?
2. Can the M&A generate any synergies and innovation to both the buyer company and target company which would develop the uniqueness or competitive advantage to both companies?
3. Can the M&A support the buyer company to identify any new business opportunities?
4. Can the M&A help reach new materials or resources for the future development of the company?
5. Can the M&A remove the trade barriers?
6. Can the M&A generate any economic of scale effect?

Among all the benefits, it would summarise in this way, whether the M&A could be able to develop better product/service or important resources to compete in the market. According to the report from Deloitte, talent acquisition is one of the important drivers for the M&A strategies.  

However, it is not an easy task even though as big as Walmart.  There are a number of obstacles in the context of people management that would have impact on the implementation of this acquisition.  They are listed as follows:

1. Alignment of national and organisational cultures between Walmart and Flipkart
2. Change in leadership in Flipkart
3. Talent retention in Flipkart

Flipkart is an Indian company even though it is registered in Singapore.  According to Hofstede's Cultural Dimensions, Indians are relatively high in Power Distance which indicates a high level of inequality in regards to power and wealth within the society. Thus, at the workplace, executives would count on the obedience of their team members and staffs would expect to be directed clearly in regards to their functions and what is expected of them. In addition, Indian scores of the Orientation dimension is 61 which implies that it is a culture with long term orientation. Thus, Indian is fine with lack of punctuality and accepts a change of plans based on changing reality easily.
India has a relatively low score in in the dimension of individualism which implies that that individuals are expected to act in accordance to the greater benefit of the group that they attached to.  Traditionally, many individual decisions would be influenced by opinion from their family members, extended family members, neighbours, and peer groups.  It would not surprise that relationship still plays an influential role in hiring and promotional decisions in some traditional Indian companies.
When we compare the national cultural values between India and United States, we would see the big difference in the dimensions of power distance, individualism, and long term orientation which might generate conflict or issues in making hiring and promotion decision, making appointment, communicating creative ideas from the bottom etc.
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Specifically, when we take a close look of the working culture between Walmart and Flipkart, we might also identify a potential issue.  For example, the Flipkart called themselves as Flipsters.  They are very proud that the leaders of Flipkart are quite different from traditional Indian.  They would spend time to develop an open and empowering culture.  Some of Flipkart’s innovation in the early stage of the company development were actually introduced by the employees.  The information of the Flipkart’s culture could be found easily in social media blogs, posts, and stories developed by the existing and former staffs.

In general, like most of American company, Walmart states clearly that its values and related behaviours would be measured by performance and customer satisfaction.

In addition, change in the leadership would also affect the smooth implementation of this M&A.  In August 2018, immediate after the purchase, Flipkart co-founder Sachin Bansal left the company. The remaining management team reported to the CEO of Walmart eCommerce US.  In November 2018, the second founder, Binny Bansal, resigned from Flipkart after facing an allegation of "serious personal misconduct". In Walmart’s announcement, it stated that "while the investigation did not find evidence to corroborate the complainant's assertions against Binny, it did reveal other lapses in judgment, particularly a lack of transparency, related to how Binny responded to the situation.”  Walmart concluded that it had “accepted decision to resign.”
It might also reflect the cultural differences between the two companies.  Flipkart might judge this incident as a personal matter or issue.  However, it seems that Walmart considered the case worth telling out at the time of the acquisition.  Thus, they reportrf this issue to the Walmart’s internal ethics and compliance committee.  Maybe from the eyes of the Flipkart Indian, they might view Walmart’s actions as a way to get rid of Binny.  This generate a negative impact in India as Binny is one of the very successful entrepreneurs in India at that point in time.  As a result, within two days of Binny’s leaving from Flipkart, Indian newspapers reported that at least 20 senior executives at the Flipkart had contacted them to explore the job opportunities.  
Another big issue that would affect the implementation of M&A is the ability of retaining talents.  This would rely on how it could build the trust and make talents/staffs feel secure at the Flipkart after Walmart steps in the company.  This situation is also very key to the success of this M&A as the nature of talent recruited and nurtured by Flipkart based on the Flipsters-turned-entrepreneurs.  They have established significant start-ups before the M&A.  Thus, Flipsters control both entrepreneurial sensitivity and financial standing.  For the acquisition, it definitely have an impact and might lead to a large number of talents leaving the Flipkart if they could not handle it well, this definitely would defeat the purpose of M&A.

[bookmark: _GoBack]For the recommendation, in general, we are not able to solve the issue after the event.  Thus, if I were one of the team members to work on this M&A, we must start to plan how to handle the people issues before we successfully acquire the company, such as including HR planning item in the planning for the process of the acquisition.  We might consider forming an international M&A team to process the HR due diligence, design the new teams of leadership, and reset the HR policies and practices.  When we process the HR due diligence, especially for the cross border M&A, we might need to conduct culture audit to map and plan for the emotional and psychological issues generated in the initial/early stage of the M&A.  The golden rule is to make sure involving employee and keep key/signature staffs who are still productive.  This would help manage the disturbance generated from the change in management and leadership.  We might not need to keep the original structure after the acquisition, we would hire administrative expert to do the analysis to create a new structure to fit both national and organisational cultures of Walmart and Flipkart.  We also need to careful select the executive to lead the acquisition and create a new management team and leadership.
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