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A Comprehensive Guide for Success
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Introduction

Welcome to our comprehensive guide on
navigating organisational culture during mergers
and acquisitions (M&A). M&8A activities can be
complex and challenging, involving the integration
of different organisational cultures.

Understanding and managing the cultural
aspects of the process s critical for success. In
this eBook, we will delve into the key
considerations, strategies, and best practices for
effectively managing culture in M&A transactions
to ensure a smooth and successful integration
throughout and beyond.
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1. Understanding the Impact of
Culture in M&A

Mergers and acquisitions are complex undertakings

that have a profound impact on organisations. Beyond financial
considerations, the role of culture cannot be underestimated in
the success or failure of an M&A deal. In fact, research shows
that cultural differences are one of the main reasons why M&A
transactions fail, with a staggering failure rate of 50-85%
(KPMG, 2019).

Cultural differences can arise from varying values, beliefs,
behaviours, communication styles, and work practices that
exist in the organisations being merged or acquired. These
differences can result in misaligned expectations, conflicting
priorities, communication breakdowns, loss of key talent, and
decreased employee morale, all of which can significantly
impact the overall success of the integration process.

Organisational culture plays a pivotal role in shaping the
mindset, behaviors, and performance of employees, and
therefore has a direct impact on business outcomes. According
to a study by the National Business Research Institute, 94% of
executives believe that a strong culture is critical to business
success (NBRI, 2018). Moreover, organisations with strong
cultural alignment in M&A transactions are more likely to
achieve their strategic and financial objectives, while those
with misaligned cultures are at a higher risk of failure (Deloitte,
2018).

To effectively navigate the impact of culture in M&A, itis crucial
for organisations to proactively address cultural differences
and integrate them into the overall integration strategy. This
includes conducting thorough cultural due diligence, creating a
cultural integration plan, and managing cultural change
effectively.

Companies that prioritise culture in M&A are 2.5 times more likely to
achieve a successful integration, while those that neglect culture are

1.5 times more likely to experience integration difficulties.
(McKinsey, 2018)
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2. Cultural Due Diligence

Cultural due diligence is a critical step in M&A
transactions, as research indicates that cultural
differences are a leading cause of M&A failures,
with an alarming failure rate of up to 70-90%
(Gallup, 2021). To conduct effective cultural due
diligence, organisations can use tools such as
surveys, interviews, and assessments to gain
insights into the values, beliefs, communication
styles, and leadership behaviours of the
organisations involved in the M&A deal.

McKinsey says that 95% of executives
describe cultural fit as critical to the

success of integration.
(Gallup, 2021)

One effective strategy for cultural due diligence
is to involve cultural experts, such as cultural
consultants or assessment tools (such as
), which can provide specialised
expertise in assessing and analysing cultural
differences. These experts can conduct cultural
assessments, facilitate focus groups or
workshops, and provide recommendations for
addressing cultural gaps. Another important
strategy is to establish a cross-functional team
with representatives from both organisations
involved in the M&A deal. This team can
collaborate to identify cultural similarities and
differences, assess the potential impact of these
differences on the integration process, and
develop strategies to align the cultures of the
merging entities.
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3. Strategies for Cultural Integration

Once cultural due diligence has been conducted and potential
cultural gaps have been identified, organisations need to develop
strategies for cultural integration in order to successfully navigate
the complexities of merging organisations. Cultural integration
involves aligning the values, beliefs, behaviours, and practices of
the merging entities to create a cohesive and unified organisational
culture that supports the new entity’s goals and strategy.

There are several key strategies that organisations can employ
for cultural integration:

e
1. Communication and Transparency: Effective communication is
critical during the integration process. Leaders should
communicate openly and transparently about the reasons
behind the merger or acquisition, the vision for the new
organisation, and the expected cultural changes. Regular

updates and other forms of communication can help
employees understand the purpose and drive buy-in.

®
P24

2. Leadership Alignment: Leaders play a crucial role in driving
cultural integration. Leaders from both organisations should
work together to align their leadership styles, behaviours, and
expectations to create a unified leadership approach. This
includes setting clear expectations for leaders to model the
desired culture, and providing leadership development
opportunities to enhance cultural awareness and competency.
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3. Strategies for Cultural Integration

©)

3. Clear Desired Culture: As leaders come together to alignon a
new, cohesive strategy and vision, it is critical at this point to
align on a new desired culture. Combining different ways of
working can lead to cultural clashes, so it's essential for
leadership to set a clear direction and vision of what the
desired target culture is and communicate it clearly throughout
the merging organisations.

Unsure how to articulate your culture to set a clear target for
your organisation? Get in touch with us at Culturelq,

*

4. Employee Engagement and Inclusion: Engaging and involving
employees in the integration process is essential for
successful cultural integration. Employees should be
encouraged to participate in cross-organisational initiatives,
share ideas, and contribute to shaping the new culture. Itis
important to create an inclusive environment that values
diversity and encourages collaboration and teamwork across
the merged entities.
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4. Managing Cultural Change in M&A

Mergers and acquisitions often face challenges in managing cultural change. To effectively
address these challenges, it'simportant to overcome resistance to change, build a
collaborative and inclusive culture, and proactively address common pitfalls.

Overcoming Resistance to Change:
Establish clear and transparent communication channels, involve employees in
decision-making, and address their concerns to reduce resistance to change.

Building a Collaborative and Inclusive Culture:
Foster collaboration, teamwork, and cross-functional interactions, and create inclusive
policies and practices to leverage the diversity of the combined workforce.

Addressing Common Cultural Integration Pitfalls:

Avoid assuming one culture is superior, align leadership from both organisations, and
strike a balance between respecting existing cultures and driving desired changes at
arealistic pace.
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5. Sustaining a Healthy

Organisational Culture Post-M&A

Maintaining a healthy organisational culture after a merger or acquisition is crucial
for long-term success. It requires ongoing effort and attention to ensure that the
merged culture remains positive, aligned with business objectives, and leveraged
as a competitive advantage. In this chapter, we will explore strategies and best
practices for sustaining a positive post-merger culture and leveraging it for
continued success.

Cultivating a Positive Post-Merger Culture

One of the key factors in sustaining a healthy organisational culture post-M&8A is
the leadership’s role in modeling and promoting desired cultural behaviours.
Leaders need to actively demonstrate and reinforce the cultural values and norms
that are important for the merged organisation. This includes consistently
communicating the cultural expectations, recognising and rewarding employees
who exhibit the desired cultural behaviours, and providing regular feedback and
opportunities for employee input.

Another important aspect of cultivating a positive post-merger culture is ongoing
employee engagement. Employees should feel included, empowered, and
motivated to contribute to the merged culture. This can be achieved through
regular feedback channels, recognition programs, and opportunities for employees
to participate in shaping the culture through feedback sessions, workshops, and
town hall meetings.

Performance management should also be aligned with the cultural expectations of
the merged organisation. Performance goals, evaluations, and feedback should all
be aligned with the cultural values and norms to ensure that employees are aware
of how their performance contributes to the overall culture and are motivated to
align their behaviours accordingly.

Additionally, it's important to review and update policies and practices to align with
the merged culture. This includes revisiting HR policies, procedures, and practices,
as well as other operational policies, to ensure they are consistent with the desired
culture and promote the cultural values and norms of the merged organisation.
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5. Sustaining a Healthy Organisational Culture
Post-M&A

Leveraging Culture as a Competitive Advantage

A positive post-merger culture can also be leveraged as a competitive
advantage for the merged organisation. Companies that successfully
integrate their cultures can create a unique and compelling culture that
sets them apart in the market and attracts top talent.

Here are some strategies for leveraging culture as a competitive
advantage:

1. Align the culture with overall business objectives: Ensure that the
merged culture is aligned with the overall business objectives of the
organisation. This includes setting cultural expectations that
support the strategic direction of the organisation and reinforcing
the alignment between the culture and the business goals.

2. Promote the merged culture as part of employer branding efforts:
Use the merged culture as a selling point in recruitment materials,
job postings, and employer branding campaigns to attract top
talent.

3. Incorporate cultural fit assessments in talent acquisition: During the
hiring process, assess candidates for their cultural fit with the
merged organisation.

4. Foster a culture of innovation and creativity: Emphasise the
importance of innovation, creativity, and continuous improvement in
the merged culture. Encourage employees to think outside the box,
share ideas, and collaborate on new initiatives to drive innovation
and maintain a competitive edge in the market.

5. Recognise and reward employees who contribute to the
organisation’s culture: Acknowledge and appreciate employees who
consistently exhibit the desired cultural behaviours and contribute
to the merged culture. Not only will this reinforce your the desired
culture, it’ll drive employee engagement and productivity.
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Conclusion

In conclusion, organisational culture plays a pivotal
role in the success of mergers and acquisitions
(M8&A). By understanding the impact of culture in
M&A, conducting thorough cultural due diligence,
creating a comprehensive cultural integration plan,
and managing cultural change, organisations can
mitigate risks and increase the likelihood of a
successful merger or acquisition.

Furthermore, sustaining a healthy organisational
culture post-M&A is crucial for long-term success.
Through ongoing efforts such as leadership modeling,
employee engagement, performance management,
and aligning policies and practices, organisations can
maintain a cohesive and aligned culture in the merged
organisation. This post-merger cultural alignment is
essential for creating a positive work environment,
retaining key talent, and fostering innovation and
creativity.

Lastly, leveraging culture as a competitive advantage
is a strategic approach for organisations post-M&A.
By incorporating cultural fit assessments in talent
acquisition, fostering a culture of innovation, and
aligning the culture with overall business objectives,
organisations can differentiate themselves and
attract top talent.

In summary, navigating organisational culture in
mergers and acquisitions requires careful planning,
effective communication, change management, and
continuous effort to align the cultural aspects of the
merging organisations. By following the strategies
and best practices outlined in this e-book,
organisations can successfully manage cultural
differences, mitigate risks, and create a positive and
cohesive post-merger culture that supports their
overall business goals.
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Thank you for your interest in our eBook

is your complete toolkit for tracking culture change. CEOs and Exec Teams
at world-leading organisations use Culturel5 analytics to ensure success by aligning
their culture with what they need to execute their strategy.

If you'd like to find out how to define the culture and values you need, diagnose the
culture you have and close the gap, talk to our team via the button below:

Talk to the team

Email: bradley@culture15.com
Phone: +44 207173 6688
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