CASE STUDY: Managing merger challenges and achieving
intended synergies in amalgamated India operations of two
specialty engineering products companies

Facilitated by
Elixir Communications
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Data Sheet

* Client: Indian operations of Europe based Speciality Steel Mfr

* Challenge: Due to strategic shifting sands internationally, the Indian
operations of two subsidiaries were merged with a view to creating a
stronger entity and creating more value. Both the operations had been
functioning independently and as a result had different (and in some
cases diametrically opposite) management styles

* Background: We had engaged with one of the merged companies
earlier and successfully completed a project that encapsulated the
following

A.) INDIVIDUAL COACHING

B.) COLLABORATVE CULTURE BUILDING WORKSHOPS

C.) COMPETENCY FRAMEWORK CREATION

D.) ORGANISATIONAL DESIGN AND ORG CHART CREATION
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* Worldwide, it has been appreciated that hardly 15 % of all
mergers / acquisitions succeed in creating incremental value of
an additional 10% of the combined entity in the first 2 years after
completion of the union

* People are the key to making a merger work, and it is the people-
related problems like, culture clashes, management disputes,
loss of talent and the inability to manage change, which are the
basic reasons why mergers fail. The top seven obstacles to
achieving success with a merger or acquisition are:

e An inability to sustain financial performance

e Loss of productivity

e Incompatible cultures

e Loss of key talent

e A clash of management styles

e An inability to manage / implement change

e Objectives / synergies not being well understood
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M & A Successes

Equally conversely true is the fact that below are some
reasons that normally result in successful integration.

* Detailed HR due diligence

* Employee communication

* Talent retention and selection

* Integrating the HR functions

* Integrating pay and performance management programs

* HR planning and project management

* Leadership development

* Change management and culture
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SPECIFIC CASE RELATED CHALLENGES

Our earlier experience with one of the organisations, meant
awareness of some of the unique positive characteristics there
namely:

v Processes were stronger and well defined

v Culturally, it was more aligned to professionalising the work
environment based on modern principles

v Believed in empowering employees

v Maintained transparency in operations

v" Used appropriate technology without losing the human touch
v" Quantifiably defined and regularly monitored AOIs

v Robust Competency Framework adopted and applied

v Transparent and Regular Appraisal Systems were followed
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Merger Challenges (Contd)

* The other entity on the contrary had in many cases an
entirely contradictory approach

* Under such a scenario the clash of value systems and
hence possible derailing of the value creation was a
risk

* In any merger, the balance sheets, assets and physical
infrastructure gets managed more easily

* Biggest challenge - managing the merger of minds
and cultures
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* Whereas it is well know than culture eats strategy for breakfast, what is
culture actually?

e “Culture” can be described as a pattern of basic assumptions—
invented, discovered, or developed by a given group as it learns to cope
with its problems of external adaptation and internal integration--that
has worked well enough to be considered valid and, therefore, to be
taught to new members as the correct way to perceive, think, and feel
in relation to those problems. Culture therefore determines behavior,
and thus key organizational effectiveness factors such as:

* Performance and Turnover

* Customer Satisfaction and Reputation
* Market share and Competitiveness

* Employee Retention, etc.
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measurement

* Advantages of measuring organizational culture:

* People become aware of the current and of the preferred culture.
Where are we now and where do we want to or have to go? This can
generate momentum for change.

* [tis easier to predict which measures of change will turn out to be
effective.

* Management will get a better grip on the ‘change.

» Resistance to change can be anticipated; it will not be completely
unexpected.

* [t offers starting points to encourage employees and thus use their
energy and creativity that leads to more support for change.

e It is the basis for a step-by-step, systematic change plan.

* Successful, lasting change revitalizes everyone; the organization will be
given new momentum leading to [causing] all kinds of positive effects.
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Approach suggested:

* Recommended Tool: An Organizational Culture and Integration
Analytical assessment with report

We proposed using an Organizational Culture and Integration
Assessment. What is this tool and what does it do? :

The specific tool is a well-researched and validated instrument which
can help to assess the culture of the organization. It has been found to
be an extremely useful model for organizing and understanding a wide
variety of organizational and individual phenomena, growth strategies,
approaches to theories of organizational effectiveness, leadership
competencies, organizational culture, organizational design, stages of
life-cycle development, organizational quality, leadership roles,
financial strategy, information processing, and brain functioning.
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measurement (Contd)

Advantages of the assessment tool:

Gives a validated and quantified image of overall culture as a starting point for
change.

Timely and focused: It measures six key aspects that make a difference for
success and both assessment and change strategy can be done quickly.

Involving: as it is easy to include all personnel and gives an idea of employee
satisfaction, based on discrepancies between current and preferred culture.

Manageable with a step-by-step method for change that involves as many
employees as one wants.

It supplies a clear vision on the preferred culture that can be adapted into a
road map for change that will mobilize an organization to sustainable change.
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The Orgn Culture Assessment Tool showed the
culture divergence and the relative ease/difficulty on
various parameters the merger is likely to present

To further strengthen the findings we used a
combination of

= Quantitative inputs - thru’ Orgn Culture Assessment
Tool written diagnostic assessment

= Qualitative - will then include one-to-one discussion
with each critical stakeholder and a stratified sampling
at other levels in both Party A and B
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Report deliverables:

Evaluate key problems in the context of culture and the changes needed to
bring the culture into alignment

Discover if the culture is too extreme and whether elements from other
cultures may be needed to bring it back into balance.

Consider the possibility of creating interfaces/adapters/facades to support
mismatches between departments or groups.

Identify the strategies and initiatives that must be pursued by the
organizations, the leadership and managerial competencies that are most
eftective.

We identify the gap between the 'what is’ and "what ought to be’

Roadmap suggestion to fill the gap identified above
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he Report

The Report was presented in four parts:

A.) An analysis of the discrepancy between current and preferred culture for Party
A and Party B

B.) The profiles for both Party A and Party B broken down and compared by 6
culture dimensions:

* 1. Dominant characteristics
* 2. Organizational leadership
* 3. Management of employees
* 4. Organization glue
* 5. Strategic emphases
¢ 6. Criteria of success

C.) The collective profile with current and preferred culture and an explanation.

D.) Recommendations leading to a better designed Phase II to blend the two
cultures seamlessly into a desirable unified entity
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* Based on the Org Culture Assessment report , we
recommended a 'Common Business Excellence’
model based on Score Card (SC) principles

Financial
Perspectives

External
Perspective

Learning

Initiatives Internal
Perspective
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Delivery Architecture .

A.) INCLUSIVE TOP MANAGEMENT PERSPECTIVE - Setting up and making operational a
successful Managing Committee (MANCOMM). This will create the Destination Statement of
the combined entity and also will be the overall direction-giver like a Lodestar.

B.) STRATEGY CASCADE- What is achieved as a destination statement by the Mancomm is
then cascaded down to each department level as a specific measurable goal.

4

C.) TALENT DEVELOPMENT INITIATIVE - Internally manage the talent and develop it into a
fighting fit talent pool to help achieve the goals described earlier

D.) COUNTRY MANAGER PERSPECTIVE - Create processes to ensure effective two way
communication between team members and the CEO so that the ground
realities are fed on real time basis to the latter and enable his real time course
correction
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Our Value add

CATALYST - ROLE OF ELIXIR COMMUNICATIONS - Our role was to act as
the independent eyes and ears for the organisation and facilitate as a role of a
catalyst the smooth conduct of all the architecture elements described above

MANCOMM - coordinate, clarify and culminate in a joint roadmap

CASCADE - develop buy-in strategy, get inclusiveness at all departmental
levels also to execute the strategy

TALENT MANAGEMENT - Learning initiatives, finalizing training needs at
individual and group levels

TOP MANAGEMENT SOUNDING BOARD - get the inputs from the ground
upwards and create a two — way information street to ensure free and frank
information flow across all levels




* Recommendation and testimonial from the client
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Dimar Sir or Madamn,

wa usac the sendces of Cloir Cosnrmuonisations when our Indiagn operstons of Bahisr High
Ferfonmarce Motal: India Po L and Liddaneim Azzab india LLd wara being mergad

It was & orical junctu-e for both arganisatlons and the resulian: synergies cou d hava nesn explaie:d
Lasl il wa rmanagsc ta ensure et [ust the rcrger of physical asssts and a common palarca stast, but
maore impartantty & merger of romds.

Thare were significan. chalenges o ke overcome dus 1o different cutural histariss of  both
argenizalions. Previn S=the and his teary devoloped a rosd map and aelped us achicve tha synergies
of e 2o dzaimilar organiszlizcns- the aptly named Prejsct Aztwin.

A parl of thig project. Pravin and his team wekad in ¢ asa associstion with warious stake holders and
delicately handled the various sens; Es af the key nersconel involyved In fe rmerger. This wes done
tarsugh a mix of srsll sssigr ments, ird vidual zerio- leval cosshing intiatives and groun seasitisatio-
rairing oragrams. Appropriaie solutianicg e the use of 1oos e Score Card Biethod (similar 1o
Ei5C) halpad us echieve sUGoeaa guickly. Most of tre suggested soutions have a long shelf life =nd
weill bzl us thry® e Inamediate futore as well

wie wngin Blinir Communicaticns and her teem e best of suscoss i the tuture

Wours faifhfully,
Bahler [nidmational GembH
I

Boblar intamatonat
Chairmman of the baard of Bohler-Ldgzbolm Ingia
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We believe,

* Those who settle for nothing but the best, usually get it

Looking forward to you connecting with us at:

Elixir Communications, Mumbai
info@elixircommunications.in OR

Tel - 98213-59162

Address: 301/C, Nav Asawari, J.B.Nagar, Andheri (East),
Bombay 400 059. Website:
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