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Executive summary

This report examines the role of the human
resources function in managing mergers and
acquisitions (M&As). It starts by examining the
track record of organisations in managing the
people dimensions of M&As, the area where HR
should be best able to make its contribution. 

In this report, the term M&As is used as a
convenient shorthand for a variety of forms of
change of ownership, such as divestments, joint
ventures and outsourcing transactions. While
these have different characteristics, they also have
much in common as regards managing the people
aspects, and require similar skills.

What's the issue?

There are good reasons to consider buying, selling
or merging organisations, or parts of them. Such
deals are mainly driven by a desire to grow or
acquire new dimensions to the business.
However, some are driven by investment motives,
some by defensive strategies, or as in the public
sector, the main driver is ostensibly greater
efficiency.

However, there is striking unanimity among
researchers and experts that the majority of M&As
have under-performed and even destroyed value.
Why such a high failure rate?

Undoubtedly some have been due to strategic
miscalculations - or even bad luck when
unforeseen events intervene. However, experts
agree on these shortcomings. 

• A failure to research and plan acquisitions sufficiently

carefully.

• Frequent under-estimation of the people issues

involved in M&As, and cultural integration in

particular.

We cite recent surveys showing that most board
members and senior executives now seem to
recognise the importance of doing better in M&As.
So, might behaviour change?

• Undoubtedly, some transactions have been

undertaken by over-confident and even 'macho'

deal-makers, with too little concern with what follows.

Corporate governance has tightened in certain

markets, and may act as a constraint on such

behaviour.

• At the same time, there is a tendency for M&A

activity to operate in cycles. At present, there is a

growing availability of funds from investors that is

helping to drive such activity. In the past, this has led

both to over-paying and risky deals - with the people

aspects being neglected.

We remain sceptical that behavioural change is
occurring, as do experts consulted during this
research. What could help is giving greater
attention to organisations with tried and tested
methodologies for acquiring and integrating other
companies. 

• GE and Cisco are frequently quoted as examples. 

• We provide four more good examples - SABMiller,

Nortel, BT Global Services and Royal Bank of

Scotland. 

In these cases, HR has assumed a primary role in
planning and orchestrating integration planning. 

The challenge for HR

If so many other organisations have been under-
performing in managing M&As, what has HR been
doing, or not doing?

Historically, the reality is that HR was often not
involved early enough in the thinking and planning
process - too often, it has just been brought in at
the implementation stage.

In some cases, this is undoubtedly the result of a
poor quality leadership culture - the kind that
under-estimates the risks of cultural integration.
However, some HR functions have simply not had
the business knowledge and calibre of functional
leadership to challenge such attitudes with
evidence of better practice. Poor management
often begets poor HR.

Across many large businesses, there is a greater
realisation among leaders that they cannot afford
a weak HR function, especially where major
change is on the agenda. For some, this is
because they have learnt the hard way.
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Many HR directors in recent years have been
seeking to improve or even transform their HR
functions. In particular, their 'business partners'
need to be fully engaged as members of
management teams, and hence involved in all key
decisions.

This report’s case studies feature organisations
that have learnt to involve functional experts in
transaction planning from the start. Furthermore,
they take steps to build the expertise of functions
such as HR to play a full and integral part. This
does not only involve 'training' - it requires picking
the right calibre of people in the first place.

We undertook interviews with HR functions
leading M&A practice in each of the case study
companies. We also interviewed some top
managers outside HR who had a good view of
HR's role.

The role of HR 

What then should be the role of HR in managing
M&As, as illustrated by our examples of good
practice? Here is a summary of the practice areas
which are expanded on in Section 2 and
discussed in other sections of this report.

• Contributing to M&A strategy. 

• Selection of the M&A team. 

• Preparing the business case. 

• Due diligence and analysis. 

• Employer reputation and brand. 

• Preparing your own organisation. 

• Preparing the HR function. 

• Developing the integration strategy. 

• Shaping the integration methods and processes. 

• Contributing to all aspects of communication. 

• Evaluation and measurement. 

Conclusions

We formed these conclusions.

• There can be little excuse for senior leaders to be

unaware of the dangers of poor preparation for

M&As, as exemplified by many detailed studies on

the subject.

• At the same time, there are clearly some

organisations that have worked very hard to develop

a coherent, rigorous approach to planning and

executing M&As.

• Such organisations have learnt to develop

considerable HR expertise and deploy this at every

step of the process. 

• Although line management must ultimately be

responsible for achieving the intended benefits of a

transaction, high calibre OD and project

management skills within their HR function also play

an essential part - alongside the contributions of

colleagues in other key functions such as finance

and IT.

• Our case studies demonstrate a consistent set of

good practices and learning mechanisms, designed

to deepen expertise in managing M&As - and

change in general - among both line managers and

functional specialists.

• There is no shortage of written guidance and

pointers to good practice, and we list many of these

sources - again, there is little excuse for ignorance

about what good practice looks like.

• Analysts and financial commentators should also

heed the expert advice we have quoted, and be

more enquiring about the factors behind M&As that

create lasting value.

HR's Role in M&As Copy.ppd 6  30/10/06  11:38  Page 2



HR's Role in M&As

Corporate Research Forum

Corporate Research Forum
CountyMark House, 

50 Regent Street, 
London, 

W1B 5RD.
Tel: 020 7470 7104. 

Fax: 020 7470 7112.
e-mail: enquiries@crforum.co.uk

Web: www.crforum.co.uk

M&A cover Oct 2006.ppd 6  30/10/06  11:54  Page 1



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 600
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 600
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [4000 4000]
  /PageSize [612.000 792.000]
>> setpagedevice




