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Executive Summary
M&A is one of the most notable options for achieving growth.  Growth through M&A is achieved when firm value is maximised by exploiting synergies that result from the successful integration of the target with the acquiring firm.  But success in integration is elusive as a plethora of challenges accompanies the M&A process.  The complexity of M&A demands leadership and people management skills and directors are at the forefront of this process.  This report identifies people management issues that arise during the M&A process and describes a few approaches that would help directors, and integration managers to resolve these issues.   
Introduction 
Mergers and acquisitions (M&A) is considered one of the most important strategic options for growth and for remaining competitive in a globalised business environment (Faulkner, et al., 2012).  It is an activity with a variety of dimensions and crosses multiple disciplines, with several actors, phases, and more importantly, mixed drivers of success.
Businesses engage in M&A for financial and strategic objectives.  These objectives include achieving maximum firm value by higher revenues, expansion of assets or by realising operational synergies.  
Despite the continuing increase in the number of M&A deals globally, studies have noted a high degree of failure and destruction of shareholder value for the acquiring party (Kale & Singh, 2012) and only a small number have succeeded in “building needed capabilities and completing the acquisition process, including integration, effectively” (Hitt, et al., 2012). The overarching goal of M&A is value creation but the M&A process generates problems that could not be resolved by management and results in negative value creation instead (Hitt, et al., 2012).
For instance, employee concerns regarding threats to job security, pay, and benefits could result in negative value creation or value destruction.  Psychological factors associated with emotional and psychological grievances could also lead to value destruction.
Prior M&A experience of directors and CEO play a pivotal role in the success of M&A. Chen et al (2022) found that relevant experience is value-adding in successful acquisitions.      
This report identifies the issues that contribute to the success of M&A.  In particular, it examines the role that directors play in driving the success of M&A from a people management perspective.
Aims and Objectives
This report was prepared to assist management in identifying issues that need to be considered when pursuing M&A deals and improving the deals’ chances of success.  M&A is multi-dimensional and there is a tendency for the members of the transaction team to focus on their respective areas of expertise.  These include directors who were appointed precisely because of their specialist knowledge and experience.  
M&A scholars have identified three dimensions of M&A:  strategic, financial and sociocultural (human aspect) (Faulkner, et al., 2012).  
The strategic dimension involves consideration of the choice of target, timeliness of acquisition, organisational fit, strategic justification and objectives, synergies, etc. The financial dimension focuses on valuation, price, premium, financial performance etc. The sociocultural dimension deals with relationship management, articulation of vision, communication, integration and the consideration of identity, human, cultural, power and leadership issues.   
This report proposes management tools and models that are considered most relevant to enhance the success of M&A.  Specifically, the report will discuss people management tools that the directors and senior management may avail of and that will hopefully lead to effective managerial actions.   
Literature Review
The interchangeable usage of the terms “mergers” and “acquisitions” underemphasises the difference in form and substance of merger with acquisition (Faulkner, et al., 2012).  Indeed, some scholars of M&A describe their study as “M&A”  when in fact their focus had been on acquisitions.  The terms could be distinguished in several ways. A merger is a transaction involving two separate entities which “merge” their businesses into one.  This transaction results in a new joint organisation comprised of the merging parties. Although the term “merger” is used to label this transaction, the new joint organisation is usually the result of one party, the acquiring party, buying out a  majority or controlling interest in the acquired company.  In essence, the transaction resembles an acquisition and indicates that one party dominates the relationship.  This dominance will reveal itself over time after the merger (Faulkner, et al., 2012).  Some deals are also described as mergers to assuage the members of the acquired organisation who may have resentments about being “acquired” (Faulkner, et al., 2012). There are, however, true mergers where the capabilities of the parties are combined with the objective of achieving a competitive advantage that would not be attainable without the merger.       
An “acquisition” on the other hand, is a transaction where a target company is acquired or bought by an acquiring company using cash, shares or debt as payment.  In acquisition transactions, the acquiring party is usually larger in size than the target party (Cunningham, et al., 2021).  If the parties are generally of the same size, the transaction is usually described as a “merger”.  If the acquiring party is smaller relative to the target, the transaction is called a “reverse takeover”.
The acquiring party’s agenda shifts to integration once the transaction is completed. The acquiring company could choose to allow the target to operate with full autonomy, absorb it into the acquiring party’s business or combine the operations of the acquiring and acquired parties in expectation of some synergies that will be created. 
M&A scholarship has been compartmentalised into: (1) temporal categories and (2) topical themes.  For example, valuation is an aspect of the M&A process that is considered by scholars of finance as as a pre-deal category. Scholars of strategy and people management, on the other hand, focus on their respective issues post-deal.   Topical issues like finance, strategy, and sociocultural matters have been assumed by some scholars as themes that could be adequately studied in isolation without taking into account the possible approaches in which these themes could be combined or aligned (Faulkner, et al., 2012). An interdisciplinary perspective is therefore an important area of future M&A research. 
Studies on the human aspect of M&A have been orientated to the social identification issues that are corollary of M&A.  These studies have been conducted by social psychologist since the early part of this century. One such study found that social identification and self-categorisation processes are critical to integration. An evaluation of the influence of these processes on the performance of employees and the company is therefore indispensable to the success of M&A (Giessner, et al., 2012).       
M&A success has also been the subject of research.  Gomes et al (2013) conducted a systematic review of predictors of success in M&A, categorising them into pre-deal and post-deal factors and examining their interrelationships with each other. Similarly, Bauer and Matzler (2014) provided an integrative perspective on premerger and postmerger issues and showed evidence that M&A success is a function of interplay of complementarity, fit, and execution. 
Below are some widely known cases of failed acquisitions (Oh, 2021):
	Participants
	Deal Size
	Year
	Cause of Failure

	Pfizer and Allergan
	US$152bn
	2016
	Regulatory environment

	Kraft Heinz and Unilever
	US$143bn
	2017
	Due diligence and communication

	Honeywell and United Technologies
	US$90bn
	2015
	Communication and corporate culture

	Mondelez International and Hershey
	US$23bn
	2016*
	Due diligence and valuation

	Ant Financial and MoneyGram
	US$1.2bn
	2018**
	Geopolitical environment


*   from Reuters
** various media outlets

This report will hopefully assist management by identifying and avoiding causes of failure that are more within its control. 
Research Approach
This report investigates M&A from the lens of an acquiring firm. Faulkner et al (2012) note that when parties to a deal are equal in terms of financial capability and market position or when there is a dominant acquiring party, the target or the acquired entity learns and implements the integration approach proposed by the acquiring party. This was the pattern in deals where parties are based in OECD economies although there has been a shift in this pattern in the 21st century   (Faulkner, et al., 2012).  As multinational conglomerates from emerging economies become prominently active in M&A, it is the acquiring party who needs to learn as parties pursue partnership instead of integration strategy  (Faulkner, et al., 2012) (Kale & Singh, 2012). 
Prior M&A experience improves acquisition performance (Chen, et al., 2022). The knowledge and skills from previous deals even if they were unsuccessful are valuable and useful in identifying the right target and enhancing post-merger integration.  
It is also useful to understand the concerns of the target. Sellers may participate in M&A not just to seek opportunities to improve unsatisfactory business performance but because of a change in corporate strategy or the prospect of receiving an attractive premium for selling (Thanos & Papadakis, 2012). Sellers may also be prepared to sell if they are facing “strategic hurdles” or for more personal reasons such as fear of failure, financial pressure or avoidance of dilution (Teerikangas & Joseph, 2012).  Some are motivated by the opportunity to improve managerial learning thereby creating value for the target (Teerikangas & Joseph, 2012). 
M&A scholars and practitioners have noted the disturbingly high failure rates in M&A.  Explanations range from non-value maximising motives of M&A parties to obliviousness of M&A practitioners to the prescriptions from academic research. The examination of these deficiencies is beyond the scope of this report.  
Discussion and Findings
Success as a goal of M&A
As pointed out earlier in this report, M&A is a multi-disciplinary discipline.  It involves three dimensions namely, (i) strategic; (ii) financial; and (iii) socio-cultural.  Each dimension has been studied by scholars and practitioners from various angles and usually from the prism of a specific discipline (Faulkner, et al., 2012). To achieve success in M&A, all three dimensions must be dealt with in a balanced and holistic manner, not in isolation or emphasizing one over the others.
This report was specifically crafted to address the sociocultural dimension of M&A and that is its main limitation. 
The socio-cultural dimension has its own distinct components and many of them relate to people management. These components were enumerated earlier as relationship management, articulation of vision, communication (Amano, 2022) (Angwin, et al., 2016), integration, and the consideration of identity, human, cultural, power, and leadership issues. The pursuit of success, in this regard, involves addressing these components at the pre-merger stage and ensuring that corrective or integrative actions are implemented and effectively managed at the post-merger stage.  
If integration is to be successful, the responsibilities of the acquiring and acquired companies must be clearly spelled out and allocated (Keil, et al., 2012).  This requires the involvement of directors, management, and employees of the acquirer and the target.   The involvement of the entire personnel, to the extent allowed by the circumstances, heightens the motivation to strive for common aspirations. From a people management perspective, therefore, all members of the acquiring and acquired organisations at every hierarchical level are stakeholders. 
Directors as stewards and agents
The role of the board of directors is crucially important in the governance of corporate entities. Directors are agents of shareholders and are expected to act in the best interest of the company (Singleton, 2021).  They are required to discharge their functions with care, diligence and skill.  Directors are also required to demonstrate transparency by disclosing any actual or potential conflicts of interest that they become aware of while managing the affairs of the company.   
Directors have the duty to promote the success of the company and this duty is imposed on them, individually and collectively, by statutes. In the United Kingdom, for instance, the directors are expressly required to promote the success of the company. Under section 172 of the Companies Act, directors are required, among other duties, to have regard to the long-term consequences of their decisions and the interest of the company’s employees. 
As stewards, directors have the responsibility to equip themselves with sufficient knowledge and understanding of the company’s business in performing their duties.  This is regardless of whether they have delegated certain functions to other officers or committees. Directors are obliged to oversee the performance of the delegated functions (Brewer, 2017).
Directors, as a matter of prudence, usually engage the services of professionals and consultants for matters requiring specialist attention. These would include divestitures, asset purchases, formation of alliances, and M&A among others.  Directors need to be duly acquainted with these matters and must remain cognizant of the fact that they could not relinquish their responsibility to such outside consultants (Stacey, et al., 2021). 
In the M&A context, directors’ and CEOs’ knowledge and experience of acquisition play significant roles in M&A success (Chen, et al., 2022).  Success in M&A contributes to the growth of shareholder wealth. Directors, whether they directly participate in deals or not, acquire knowledge and proficiency internally (Chen, et al., 2022). M&A experience enriches directors’ knowledge and skills as they broaden and deepen their insight into business, markets, and synergy-creating opportunities. But directors must deliberately decide to learn instead of routinely applying skills and knowledge learned from previous deals. There are some situations that necessitate “discarding unusable knowledge” (Keil, et al., 2012). 
It may be argued that the single most important aspect of M&A in which directors’ knowledge, skill, and experience would be demonstrated and tested is in integration management. To be sure, concluding a deal is significant and demands diligence and fortitude but value is created only upon the successful integration of the target (Teerikangas & Joseph, 2012).
As a process, integration management has been studied by scholars and practitioners but research is still lacking on how value is created through integration (Teerikangas & Joseph, 2012).  More research is needed to investigate the relationship between actions taken during integration and acquisition performance. Teerikangas & Joseph (2012) noted that value is created when the intrinsic value of each party to the deal is maintained and when opportunities for increasing revenue and reducing cost are capitalised on. In contrast, value is destroyed when the intrinsic value of either firm is lessened, expected synergies do not materialise or the benefits of the acquisition do not exceed the costs of implementing the post-merger integration.  
Integration management requires the support and time of directors and senior executives.  Their role is to create the right environment for smooth integration and to avoid a “leadership vacuum” (Teerikangas & Joseph, 2012).  
People Management Issues
Faulkner et al (2012) proposed a “socio-cultural checklist for M&A execution” which includes: (i) fair treatment of and clear communication with employees, (ii) involvement of key parties in decision-making, (iii) sensitivity to the emotional casualties of the transaction, (iv) recognition of cultural change and identification,  (v) acceptance of changes in power and political dynamics in both acquiring and acquired organisations, and (vi) identification of potential sources of culture clash together with the formulation of the necessary contingency plans to address them. 
Directors should be acquainted with these challenges as the success or failure of the M&A deal hinges upon their recognition and timely resolution.   Kale and Singh (2012) recognised the difficulty when they suggested that the “most critical and fatal area of the acquisition process” is post-acquisition management. This is more pronounced when the deal is publicised as a partnering or an alliance rather than an acquisition.  Destructive reactions together with emotional tensions from both sides of the deal during the M&A process hamper integration management (Teerikangas, 2012) (Reuer & Klijn, 2020).  
Different preferences of the acquiring firm and the target on how acculturation should be approached is also significant to the success of M&A.  This is critical in the sense that members of both organisations value their own culture.  As Angwin (2012) noted, the degree of congruence between the acquiring firm and the target on how acculturation should be achieved is crucial to the success of the acquisition.  
M&A could result in various forms of stress.  These could be associated with economic and psychological factors or a combination of both. Among these stressors are loss of identity, damage to self-esteem, job and income insecurity, changes in workload and practices and confusion of roles or uncertainty in direction. Cartwright (2012) notes that the most stressful period is when the announcement is made but before the integration process commences.  
Disagreements among leaders and integration managers about the execution of the integration program, specifically pacing and timing,  could be agonising for both acquiring firm and the target (Agrawal & Chen, 2017).  A prolonged process could lead to anxieties and uncertainties while rapid execution has the potential to be more disruptive (Cartwright , 2012) .  
It may be argued therefore that successful M&A is a matter of leadership and people management skills. 
Approaches to People Management Issues
As suggested earlier, success in M&A requires a balanced and holistic approach in addressing the  strategic, financial and socio-cultural dimensions of M&A. In this section,  a few approaches to people management in an M&A context will be discussed and  their merits evaluated for the consideration of directors.
7S Model
A diagnostic tool that is also employed for its prescriptive capabilities is 7S model.  It was developed as a tool to aid in organising a company using a comprehensive strategic mindset.  The model identifies seven key elements that reinforce each other and must be aligned to enhance organisational success.  These elements are strategy, structure, systems, skills, staff, style, and shared values (van den Berg & Pietersma, 2015). For people management in the M&A context, the most direct application of this model pertains to the elements of structure, shared values, style,  staff, and skills.
Structure refers to the hierarchical structure and the coordination of tasks and activities.  During the integration phase, this element helps in  avoiding confusion of roles, duties and responsibilities.  The reporting mechanism is critical to smooth integration.  
Shared values comprise the deep-seated values  that members of an organisation share.  In this sense, a value could be described as an aspect of the organisation that is worthy of admiration and is part of its prominent characteristics.  Integration managers should strive to preserve and reinforce the values of the organisation during integration.
Style refers to management’s behaviour and attitude toward the other members of the organisation.  It is manifested by management’s concern for employees.  During integration, an acquired company’s current management team should not be replaced without carefully assessing its implications as this may complicate the integration process and cause destruction of shareholder value (Keil, et al., 2012).
Staff refers to designating the right people to perform the right task.  Integration managers should judiciously appoint personnel whose competence, temperament, and attitude are compatible with the task.
Skills refer to corporate capabilities which are independent of those of the individual staff (van den Berg & Pietersma, 2015).  It is important that the knowledge, skills and capabilities that distinguished the acquisition target from other organisations be reinforced or preserved.  This element is what made the acquisition target attractive in the first place.
Hofstede’s Cultural Dimensions
A model that has become popular to management practitioners involved in managing people from various countries and in a multicultural setting is Hofstede’s Cultural Dimensions.  National culture influences the behaviours, attitudes, and mentalities of people and these, in turn, affect their interaction with others. Hofstede identified six dimensions of national culture namely: (1) power distance; (2) individualism/collectivism; (3) masculinity/femininity; (4) uncertainty avoidance; (5) long-term orientation; and (6) indulgence versus restraint  (van den Berg & Pietersma, 2015) (Shafritz, et al., 2016) (National Culture (hofstede-insights.com). 
Power Distance Index refers to the degree of expectation and acceptance by less powerful members of  society of the inequality of the distribution of power.  Integration managers should recognise that in some cultures centralisation of power is common while in some, power is shared and more dispersed (van den Berg & Pietersma, 2015).
Individualism and Collectivism are concepts that expresses the relationships among individuals and groups. In a society where individualism is more prevalent, individuals look after themselves and their immediate families.  In contrast,  in a society characterised by collectivism, people are attached to in-groups where they receive protection and to which they profess loyalty (van den Berg & Pietersma, 2015).  Awareness of these cultural traits facilitates smooth integration particularly when the members of the organisation come from different national cultures.
Masculinity and Femininity are constructs based on the difference between the sexes.  Although it is no longer politically correct to label traits according to sex, recognition of the difference as to assertive, submissive,  “tough” or “tender” cultural qualities remain important in people management (van den Berg & Pietersma, 2015) (National Culture (hofstede-insights.com).
 Uncertainty Avoidance Index refers to the degree of insecurity that members of a society feel when faced with uncertainty and ambiguity (van den Berg & Pietersma, 2015).  Cultures that are predominated with uncertainty avoidance trait are committed to safety and security. Long-term employment and job security prevail in such cultures. In the M&A process, the members of the acquiring and target organisations worry about redundancies, hence timeliness and clarity of communication are vital.
Long Term Orientation versus Short Term Orientation refers to the importance that a society places on the merits of perseverance, frugality, maintaining long-term relationships, observing tradition, compliance with social obligations and protection of one’s reputation (van den Berg & Pietersma, 2015).  Societies with short term orientation emphasises tradition, social obligations and reputation.  Perseverance and frugality prevail in cultures with long-term orientation. The significance of these cultural traits could not be overstated in integration management.
Indulgence versus Restraint refers to how society allows or suppresses gratification of basic and natural human desires (National Culture (hofstede-insights.com). Societies that freely allow gratification tend to be more liberal  while those that suppress these needs tend to be more conservative as they regulate them by imposing strict social norms. For integration managers, ignoring these cultural differences would heighten the risk of cultural misunderstandings that could eventually lead to failure.      
Situational Leadership Model
An indispensable attribute of effective leadership is the ability to adapt to every situation.  Effective leadership adapts to the task at hand and to the people who are to be led. The task-related aspect and relation-related aspect define a situation and it is up to the leader to balance his or her attention to both aspects or to emphasise one over the other as the situation demands it.
This model makes reference to four leadership styles, namely (1) telling; (2) selling; (3) participating; and (4) delegating.
Telling refers to a leadership style in which the leader defines the roles of the individuals or teams and instructs them how to carry out the task.  There is one-way communication and emphasis is placed more on the task than on the relation-related aspect.  
Selling refers to a leadership style in which the leader explains how the task is to be performed and why completing the task benefits the individual, team and the organisation.  There is two-way communication and the persuasive talent of the leader is essential.  Both task-related and relation-related aspects are given emphasis under this leadership style.
Participating refers to a leadership style in which the leader motivates the individual or team.  The leader gives minimal direction but displays reassuring and supportive behaviour.  Decision-making is shared between the leader and the individual or teams.  There is a more emphasis on the relation-related aspect than on the task-related aspect. 
 Delegating refers to a leadership style in which decision-making is left to the individual or team while the leader facilitates and monitors. Thus, there is less emphasis on both task-related and relation-related aspect.
Integration management demands that leaders respond to complex and evolving situations. A leadership approach that is rigid would be less effective and may even cause confusion and conflict.           
Recommendations
M&A deals will continue to drive value-creation in the coming years (Bain & Company, 2023).  Deal-makers are motivated by the availability of assets that are strategically important for cash-rich acquirers. Opportunities abound even during down cycles and despite global uncertainties.
Integration remains critical to the success of M&A.  Cultural issues need to be addressed as they have a tendency to disrupt the integration process.  The first step in this regard is to identify the areas that cause disruptions to integration.  For instance, it may happen that merging parties do not appreciate the philosophy and values of each other as articulated in their respective mission statements. Purposes, priorities, and expectations deeply rooted in the organisations that are perceived as not compatible may impede successful integration. The second step is to act promptly so as to resolve perceived incompatibilities. Workshops in which teams from both parties could openly raise issues should be organised and parties must be prepared to welcome the intervention of the relevant leaders if deemed necessary.  Caution and prudence must be exercised during intervention.  Cultural issues and personal concerns could interlock with each other during integration and integration managers could destroy more than heal by intervening prematurely. The third step is to promote cultural alignment by highlighting compatible values and downplaying unhelpful cultural differences to the integration process. Conflicts between parties to M&A that surface during the integration process could be mitigated by fostering a clear understanding that the differences are cultural rather than personal (Bain & Company, 2023).  In this regard, directors should be supportive of the parties’ ability to voice integration challenges and lead reconciliatory interventions.  They must exercise their authority and employ their expertise toward resolving cultural differences.  
Director of acquiring firms should re-assess their previous M&A performance and with the aid of tools discussed in this report, identify the factors that lead to integration problems and reinforce the actions that led to the successful implementation of the integration program.   
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