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No one goes into a merger or acquisition planning for it to fai
succeed. Even a successful merger or acquisition doesn't net
revenue. Sometimes the success of a merger comes from the
and even unforeseen benefits that many CEOs may not have

knowledge acquired and preparation done beforehand.
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conflicts head on, without letting emotions
take over,” Stewart says. “Mergers are
sensitive times when defenses are up and
people need to be encouraged to say, “Why
is there tension in this room?”

Setting up a unified corporate culture
needs to start from the first day. “The
first year is where all staffing decisions are
made, systems integration gets completed
and the culture takes shape,” Stewart says.

Combining two cultures is as much
abourt integration as it is about taking the
good parts of each company and working
together. “We always want to be respectful
of the company we acquire,” Monster
says. “Obviously there are a lot of things
that we like about the company culture.
Over time, you do see that the culture gets
amalgamared into [your culture].”

Unfortunately, leadership doesn't
always take the upfront, transparent
stance that they need to in order to help
their employees the most. When M&A
happens, there’s always talk of synergies
— downsizing everlapping jobs within
the culture — and word of layoffs travels
fast. “Employee turnover is inevitable in
a merger and most employees understand
that,” Stewart says. “What they don’t
understand are layoffs that appear
haphazard and thoughtless, or drag on
forever. In many cases, CEOs should have
their management team in place in the
firse 30 days and they in turn need to have
staff decisions in the first 60 days.”

When it comes down to whom
to keep, one important thing every
CEO should consider is establishing an
independent body that will decide which
employees stay and which go. “It’s the
best way that political considerations
don’t overshadow talent,” Stewart says.
“[Because] one of the most shocking
things to me was watching layoffs occur
that often had little to do with the
person’s skill set and more to do with
political alliances. The success of a merger
is heavily dependent on smart and fair
staffing decisions.”

PROFITABILITY WITHOUT
DIRECT REVENUE

Even after all of the planning,
many businesses still report revenue
losses within the first few years after a
merger. With the statistics and stories
of unsuccessful and failing M&As,
post-merger revenue losses and M&A
nightmares, how can companies still
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succeed? Somerimes the borrom line
doesn't mean direct revenue. Businesses
can achieve successful M&As through a
variety of ways other than profitability,
such as trade secrets and entrances into
key markets.

Other times, you may hit the jackpot
with a hidden asset that you didn’t even
know existed, or at least ger an interesting
anecdote out of the deal. “There was
a company that purchased a wallpaper
manufacrurer. They bought the company
thinking there [were] going to be all of
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these neat customer relationships, all of
this increased sales volume,” Stewart says.
“But what they did have was a tremendous
amount of copper rolls that they used to
make wallpaper on, and the copper rolls
themselves paid for the acquisition. They
didn't even consider it when they were
putting the transaction together, but they
realized it afterward: “Wow, we're sitring on
this goldmine of copper.”

Not every deal can be as lucky as
finding copper piping, but that’s all part of
the gamble. “You always have some [deals)

that work out better than others,” Monster

says. “On average, you'll be successful.”
With proper planning, goals and

objectives, and a leadership team

thar takes charge to create a positive

experience for both the employees and

the customers, there’s no reason a merger

or acquisition shouldn’t succeed. The

risk could be worth the reward, whether

financial or otherwise, if you approach

M&A with the right strategy.
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The experts obviously know what they're talking
about. But how does it translate to your real-
world experiences with M&A? We asked local
leaders to share their experiences with M&A and
reflect on what would've made the process run
more smoothly.

280/ RAY MELCHER
' Co-founder & Managing Principal
VR Business Brokers

“Do [a lot of] pre-merger relationship
building and due diligence on the key people being merged
to be sure you know what you are getting. If you find out
there is a bad egg or two in the batch once the merger is
consummated, act swiftly to remove them or it will be
increasingly damaging as time moves on. We found that

a couple of senior-level people who we brought in with

the merger were in some cases less capable as leaders and
business strategists than we thought, and some just could
not accept not being the top dog.”

HILAIRE VAN DER VEEN
C00
InoTime, Inc.

“Our service offering, business model

and core values remained true to our original presentation,
so as time went by I do not think we suffered adversely.
Initially, we had some customers express surprise and
others dissatisfaction. I did not expect middle management
berween the two companies to cooperate as well as they
did. We benefited from improved vendor prices, improved
communication and cooperation between our two legal
departments, and improved international cooperation.”
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ROB WHITMAN
President
Innovative Print & Media Group, Inc.

“We had this vision to set up a transfer of
ownership. The opportunity came up with Safeguard that
they wanted to buy companies like ours and sell them back
... essentially co-branded as a franchisee. To our customers,
very little changed, and to our employees very lictle changed
other than utilizing Safeguard in our supply-chain solution.
The exciting thing to us is focusing on the opportunity

to make a presence in the marketplace. I'm running the
business as I always have, and eventually others and [I]

will be owners of a franchise. Do a lot of research, and the
biggest thing is defining the outcome ... not just initially,
but five or 10 years down the road. Talk to.a lot of people:
banks, equity firms and consolidators in your marketplace.
Understand how you will align with your future partner to
achieve success in the long term.”

SANDRA L. KNAPP
Managing Partner
Gawthrop Greenwood, PC

“The acquisition of a Delaware

office bolstered our reputation as a regional firm and
better reflected the fact that we serve clients not only
throughout the Philadelphia area but also throughout
the Mid-Adantic region. It created a sense of growth

and investment in the future of the company among

our attorneys and staff. We anticipated the financial
investment; however, the investment of management
and staff time necessary during the transition caught us a
lictle by surprise. I attribute the success of our merger to
focusing on integration of the new team into the existing
company’s infrastructure and culture. A commitment to
integration must be the center of focus at the top level,
and the rest of the staff will follow your lead.”



