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Acquisitions bring in lot of

changes within organizations;

here's a case of how an

acquisition impacts reporting

structures in an organization!

CASE STUDY

company with the acquired company and integrate
the management teams.

Action
The management audit was conducted with 124
executives and senior managers of fifteen economic
entities. These economic entities were located in three
different countries, organized in three groups of

By Lipsa Mohanty

T
he client was undergoing a major acquisition
in a country where it had previously
operated through an affiliated company.
Aroman International partnered with the
client and ascertained that support was
needed to align the previously affiliated

role reversals
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companies and under the authority of a holding
company. Fourteen Aroman International consultants
in four different countries provided consultation on
this project. The assignment began just two weeks
after the acquisition was made public and was
completed within one month of the first discussion
with the client. A strategic interviewing model was
developed to suit the high level of uncertainty that
existed for the corporation and for the management
team.

Result
Aroman International provided the client with a
complete set of human resources strategies for the
new management committee. The corporate drivers
and values were explored and reviewed and a full
report was provided to the client aiding
communication plans during the early stages of the
new acquired company's integration.

The management audit revealed that the newly
acquired company had a highly qualified and able set
of employees which was internally more credible than
the management team of the previously affiliated
company. All employees' competencies were evaluated
and individual reports were provided to the manager
in charge of the career management of executives
and senior managers at group level to assist with
future reporting structure and individual career
development plans for employees of both the
companies. This was highlighted to the client that
aided the client in putting together new decision
making and approval structures. As a measure to
handle the situation it was suggested that few managers
in the senior managers level due to the lack of required
skill sets of the previously affiliated company would
be reporting hence forth to the junior managers of
their department of the acquired company. A full
debriefing was provided to the newly appointed CEO
and strategies provided for allocation of resources,
new reporting relations and team formation plans.

Situation analysis after three months
After three months, Aroman International came back
into the company for a post implementation review
and had an additional one on one meeting with each
participant. The firm assessed and evaluated how
participants evolved during the three month period
of post-merger process and reaction to the new
human resources strategies suggested.

Interviews were conducted in an informal and
conversational tone. Following each interview, the
interviewer documented all the information provided.
During this process, key quotes were noted during
the interviews and were recorded and placed in
context with the flow of interaction in the interview.

The interviewees were assured of confidentiality
in the management of all information collected and
were advised that any reporting of their views would
be done in a way that preserved their anonymity.
They indicated informed consent by participating

freely in the interview process.
One prime concern that had come out from the

post merger study was that employees had serious
issues against the idea of reporting to the junior staff
as suggested by Aroman Consulting. There were 12
such managers who had new reporting managers,
taken from the acquired company, who were junior
in rank to that of them.

Post the individual meetings with all employees
and collating data, Aroman International reported
issues that had arisen highlighting certain high risk
situations and then proposed to the executives in
charge of the post-merger and integration process to
take a decision on the implementation of the new
reporting styles and take corrective measures either
at an individual level or at a corporate level according
to the company's discretion.

Now the CEO called the Head of HR along with
the senior management team to have a meeting first
internally before having a joint meeting with the
Aroman Consulting team. To this the Head of HR, Mr.
Kulkarni, suggested that looking at the situation in hand,
he would like to spend some time with the employees,
try and understand the concerns from them directly,
try and explain them the benefits of such reporting
structure and then looking at the reactions further take
a call on the subject. The CEO agreed to Mr. Kulkarni
and said they would wait for his inputs to move forward
on this and take the next step.

Mr. Kulkarni immediately shot an email to all the
12 employees who had concerns on their new
reporting structure calling for a meeting in the first
hour of the next day. It was a joint discussion together
with all the 12 managers to find out about their views
and concerns on the changed reporting style. Six
questions provided a framework for the interviews.
These questions concerned the origins and duration of
their aspirations to be a leader, any key 'stepping stones'
on the path to their current leadership positions
(including any role played by corporate leadership and
other training program, sponsors and any other forms
of support),  their sense of self preparedness to pursue
further leadership responsibilities, the availability of a
personal sponsor or of a sponsor for their leadership
aspirations, and their immediate objectives in preparing
themselves for the next stage of their career and
obviously their concerns around reporting to their
junior manager. In addition, details were recorded
about their age, country of origin, gender,
management level, qualifications, employment history,
salary and starting date with their current employer.

During the meeting one of the managers started
talking in an angry style saying, "In the simplest
meaning of the term "to report to someone," the
supervisor whom you report to is the one who can
hire you, fire you, decide what your pay is, and decide
on promotions. The sound 'byte' is hire, fire, pay and
promote. Does my junior manager have this right
that I should report to him?" To join him another
manager added saying "Another aspect of a reporting
relationship ought to be mentioned here. The person
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you report to is also a person whom you should
communicate with when something significant
happens then who can take an immediate decision on
the matter. Now do you mean to say here that my
junior manager is more empowered than me…I am
sorry, that's not acceptable." There was a third loud
voice standing out in support saying "In addition to
what has been mentioned, one's supervisor typically
assigns some amount of the workload. Do you want
to say that I do not know my work and somebody
needs to tell me after 15 years of my service in this
organisation in this role?" Mr. Kulkarni was just going
to say something when just overruling him another
voice came from the back saying, "My junior manager
is seven years younger to me, how can you expect to
report to a person who is younger to me by age…I
am sorry…that's not done...I refuse" added sternly to
his statement.

After listening to all this and in an attempt to
make the managers understand Mr. Kulkarni started
saying, "But my dear friends the report of Aroman
Consulting has come against the competency standards
of our present employees and the management audit
report revealed that the newly acquired company had
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because data doesn’t measure human emotions or
take cognizance of how humans measure success by
relativity. ‘I am good is good only if it is better than
the person next to me.’

Though not apparent in the case reading, I assume
they embarked on this business transaction with a
clear objective. The senior management seem to have
thought through the organization design and selection
of resources. I am assuming by choosing to invest
time and money by inviting an external agency to do
the competency mapping and talent assessment the
company has demonstrated they care for people
decisions and understand the impact of them. Then,

T
his is an interesting case that highlights the
trials and tribulations that come along with
M&A and its subsequent decisions we take
on them. Many times decisions taken based
on sound facts like assessments and
competency mapping can go horribly wrong

my question is why a roadblock, and that too, as early
as three months into the implementation? What went
wrong?

I am doing the case analysis and recommendations
in two parts. Part one includes what went wrong and
what could have been done differently. Part two will
throw light on where they are and suggestions on
what they could do to get out of the situation defined
towards the end of the case study.

Understanding as it is
Let us look at the context. You have a merger and you
have a realignment of an existing affiliate company as
a result of this. If the affiliate resources have been
working with the company for a long time, they, in all
likelihood, over the years started identifying
themselves with the company closely. I have noticed
in such cases employees, especially the long serving
ones, feel a sense of pride and ownership towards the
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a highly qualified and able set of employees which
was internally more credible than the management
team of the previously affiliated company. So to
manage the situation at hand this has come as a
recommendation from the consulting firm".
Continuing with his statements he said: "There is no
shame in asking for assistance. Even a "Super-You"
needs help and support. Push aside the pride and
show respect for the talent others can bring to the
table. And, remember that there is no such thing as
a single-handed success: When you include and
acknowledge all those in your corner, you propel
yourself, your teammates and your supporters to
greater heights."

It was an hour long discussion and Mr. Kulkarni
tried his best to convince the managers on the new
reporting style, but, somehow moved out with a self
apprehension to the whole thing which made him
think… 'There are some people in leadership positions
who either due to deliberate intention or out of blissful
ignorance, allow a culture to pervade in their
organization where workers feel cut off or isolated
from their colleagues and this kind of a reverse
reporting relationship may lead to such a scenario....'
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company and start behaving like they are a part of the
larger entity. It is only natural that when the company
suddenly brings in the management from a newly
acquired company and declares that they will now be
the new decision makers; there is a deep sense of
betrayal and loss of trust! Many times this is not even
apparent at the surface level, because corporate is
too far away. By any measure, this loss of trust will
seriously impact business performance. Add to this
the fact that some of them will report to “junior”
managers. You have a deadly cocktail for
disengagement. Particularly at senior levels they may
not even leave, but, stay back and de-motivate the
teams working for them and around them.

Now what could have been done different? There
are two ways potentially that the senior management
could have handled this: The senior management,
based on Aroman’s reports, is clear that the new
company management is definitely more capable than
the existing affiliate company. Hence, they should
decisively move out the older management or the
parts that are less capable than the new ones. Get a
new management team which is a mixture of old and
new. Find new roles for the displaced managers in
other divisions and if there are none, ensure they are
provided an honorable exit. This does a few things–
sends out a clear message that merit is the deciding
factor and insures the focus is on getting the new
team to work together rather than deal with emotional
baggage and reluctant passengers.

Take an accommodative approach, focus on the
battles that matter and those that will bring in the
desired results of the merger, rather than go and get
everything right. In this approach, the senior
management will bring in new leaders where absolutely
required, but be very clear of cultural implications
like senior reporting to junior, perceived sense of
betrayal and other such softer factors. Take the tough
decisions like replacing leaders where there is a serious
impact, but otherwise take an accommodative
approach. There is a general sense of ‘we-are-all-in-
it-together’, understand some don’t make it, but hey,
the company still cares.

Both approaches work in different situations. The
first approach works when you have quarterly results,
financial analysts and shareholders at your throat
demanding results and ROI on the cash or stock they
paid for the acquisition. The second approach works
when you acquire for talent, IP etc. where talent,
institutional knowledge and continuity is critical. Of
course this is never simple. And if it were, M&As would
be a lot more successful than the current success rate
of 33% today. Deals are complicated, may never be
neatly compartmentalized as I have articulated above.
A few guidelines that help while deciding or
implementing an integration activity:-
● Be clear of what your approach will be
● Communicate on day zero of your approach and
the reasons
● Make it clear to all concerned that it is non-
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negotiable that all are on board and if they are not be
prepared to let them go on day zero
● Demonstrate with actions what you say
● Reward alignment behaviour and punish deviations
and detailers
● Communicate till you are sick of the message

No amount of do’s and don’ts can ever supplement
experience. Get somebody who has done this to be
a part of the team. You can’t learn swimming from
guidebooks – you need somebody who has been there,
sunk a few times to guide the ship to harbor!

Moving ahead
Whilst part one dealt with how to get it right from day
zero, in this case, we are where we are. Many a times,
this is where HR gets called in and this section will
throw light on some ideas to help move the needle
here.

Given that the senior management has already
made the decision to infuse talent from the newly
acquired organization, it is important that they also
acknowledge that there is an issue at hand. Lecturing
managers on what is right, like Mr. Kulkarni has, will
only make the managers dig their heels deeper. As the
first step, it will help if Mr Kulkarni and his senior
management concede and tell their managers that
they understand and empathize. And to truly
understand their mindset, it’s imperative to unravel
the personal and psychological dynamics of this
change before implementing any quick-fixes.

Often, when undertaking change processes in
organizations we focus almost entirely on the process,
and the project management. When change fails, it
most likely fails because we have not taken into
account the impact change has on the individuals,
from a psychological perspective. A key lesson I have
learnt from a recent spate of organization changes is,
what I call, my Rule of 3 –
Rule #1 Rule #1 Rule #1 Rule #1 Rule #1 - People are different
Rule #2Rule #2Rule #2Rule #2Rule #2 - People are different
Rule #3Rule #3Rule #3Rule #3Rule #3 - People are different

Each person will react in their unique way. Some
embrace change quickly, while others will accept and
some will reject. And there is absolutely no way to
predict this to the ‘T’. This uniqueness can be attributed
to the unique speed at which people make transitions,
and where they get ‘stuck’. Research by a well known
speaker, author and change consultant, William Bridges
has brought increased focus on the psychological
changes that lie behind significant organizational
changes. He maintains that change is what happens
to you, while transition is what you experience. And
transition involves loss and letting go - typically of old
familiar routines and ways of doing things, social
identity, role identity, status, money and/or
relationships. He has postulated a three phase internal
transition process whilst dealing with any external
change. I will attempt to describe the same in context
to this case:
● Endings – These 12 managers are experiencing a

deep sense of loss with respect to their sense of
power, hierarchy and credibility. By helping them deal
with their tangible and intangible losses and more
importantly, highlighting the elements that will remain
the same v/s what will change, will mentally prepare
them to move on.
● Neutral zone – With time, some of these 12
managers will accept the decision or merely comply.
Psychological realignments and re-patterning will
encourage them to look at benefits that they may
have missed perceiving earlier.
● New beginning – Is the juncture when some
managers develop and accept the new identity,
experience new energy, and discover the new sense of
purpose that the realignment was intended to drive.

As the old and new managers take the journey,
they discover, accept, and embrace their new identities
in the new situation. This is accompanied with a shift
in power bases i.e. the perception that is carried by
the beholder or in this case, the new peers.

As many times as I have quizzed people, I almost
always get the same response – “power is authority;
power comes with hierarchy” etc. What they wished
they’d said was that it was unjust and biased. However,
a simplistic description of power is a measure of an
individual’s ability to control and influence their
environment. In the corporate environment, power is
associated with promotions, growth and opportunities
and people tend to follow those who are powerful.
And because others follow, the person with power
leads. A catch 22 situation!

The other, more vital side of power is always
ignored, and I’m beginning to believe that leaders are
entirely unaware of the dynamics of power bases –
the perception that your ‘influencee’ carries your
power. Again, let me illustrate using the case at hand
- it is, but obvious, that the tenured leaders perceived
their power base of their younger counterparts as
forceful and detrimental to their growth. However, if
the new/younger managers could establish a
relationship based on expertise, the chances of the
relationship succeeding would be considerably higher.

One of the most notable studies on power was
conducted by social psychologists John French and
Bertram Raven. They identified five bases of power:
1. Legitimate: This comes from the belief that a
person has the right to make demands, and expect
compliance and obedience from others.
2. Reward: This results from one person’s ability to
compensate another for compliance.
3. Expert: This is based on a person’s superior skill
and knowledge.
4. Referent: This is the result of a person’s perceived
attractiveness, worthiness, and the right to get respect
from others.
5. Coercive: This comes from the belief that a person
can punish others for noncompliance.

By recognizing the power base they carried with
their new subordinates, the new-younger managers
could very easily diffuse the antagonistic feelings and
very quickly move to a collaborative and collegiate



January 2011  ■   51www.humancapitalonline.com■

CASE STUDY

Sanjiv has over more than 14 years of experience in different industries like manufacturing, IT, ITES,
financial services and new age internet and MVAS industry as an HR professional. He has a proven track
record of ideating and implementing coherent HR strategies within a demanding environment, projects
deadlines and budgets. He is a strategic HR partner to business and has a global management experience
across geographies. He is a specialist in re-structuring existing organizations and setting up HR systems
& processes in start-ups & new organizations. He has been responsible for HR strategy & has implemented
new organizational design & structure and has led the organizational & cultural change initiatives. He has
been responsible for departmental budget & ROI and improving productivity at employee/individual,
team & organisational level. Prior to this Sanjiv was VP-HR (Head of Talent Management & Development)
in AXA. Sanjiv has done his masters in HR from SIBM Pune & is presently pursuing PHD in OB from XLRI.

SANJIV KUMAR

SVP & GROUP HEAD HR & PRODUCTIVITY ■  PEOPLE GROUP

P
eople issues are one of the most sensitive,
but, often ignored in mergers and
acquisitions. Here is a case of an acquisition
scenario. When a decision is taken to
acquire a company, the tendency is to
analyze the feasibility on the business,

financial and legal fronts, but it fails to recognize the
importance attached to the human resources of the
company. Organizations fail to realize that people
have the capability to make or break an alliance.
Therefore, it is important for organizations on the
verge of an integration to also analyze the feasibility

relationship with their older team members.
Finally the team has to work with the managers

individually. This has to be through transition
structures, some learning interventions and rewards.
They will also have to take some tough action with
managers that don’t still make the cross over. Non

negotiable, eventually organization comes first, team
next and finally the individual.

Who said change is easy! But, it is not impossible.
I have done this for a living and I am still learning!
The key is that there is never a one-size-fits all and
each transaction is unique.
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from the human resources point of view.
When an acquisition is announced, employees

become understandably concerned about job security
and rumors create an atmosphere of confusion and
uncertainty. Roles, behaviors and attitudes of
managers affect employee mindset, anxiety and culture
clashes are common occurrences. HR plays an
important role in anticipating and reducing the impact
of these cultural clashes. Managing HR issues during
the acquisition process can be divided in three parts:
Pre acquisition, acquisition and post acquisition.  Let
us take a look at each phase to understand the entire
process.

Pre acquisition
Identify HR issues and conduct due diligence in the
following areas:
● Information about the acquisition needs to be
disseminated
● Clear leadership
● Team composition should be clear
● Systematic and extensive pre-selection and
selection
● Cultural assessment
● Understanding the organizational structure
● Creating practices for learning and knowledge
transfer
● Selecting the integration manager
● Comparing terms and conditions of employment
and salary scales
● Understanding the skills of present HR team - are
they adequate to facilitate the proposed changes?
● Manpower plan to achieve the business strategy
● To what extent is the necessary knowledge and
skill vested in staff critical to running the business?
● Identifying which job description needs to be
changed
● Comparing ways of working and identifying
differences which need to be addressed.
● Is the organization unionized or does the employee
representation group have negotiations rights, and if
so, what do these rights include?
● Before the new organization is formed, goals are
established, efficiencies projected and opportunities
appraised as staff, technology, products, services and
the know-how are combined

Acquisition
Carry out effective HR integration in the following
areas:
● Remuneration
● Benefits
● Terms and conditions
● Culture and management style
● Career and other development issues
● Employee relations
● Retaining key employees
● Managing the change process
● Creating team design and selection critical for
transition and combination success

● Deciding on who stays and who goes
● Establishing a new culture, structure, and HR
policies and practices
● Assessment revision required for moulding two
cultures
● The concerns of all stakeholders need to be
addressed and satisfied
● Educate managers and employees: To minimize
stress and uncertainty in the organization during the
acquisition process, it is important to develop and
deliver educational seminars to help employees and
managers to manage stress, low morale and
productivity issues in work groups. These seminars
should focus on specific issues affecting employees
rather than on change management in general.
● Communication: Tailoring employee
communication throughout the acquisition influences
success. Monitoring the attitudes and perspectives
of the staff may require adjustments in
communication tactics. The frequency, content and
timing of ongoing, open communication to personnel
before, during and after the acquisition are extremely
important. The need to communicate extends well
into the late stages of the integration, but must begin
with the first announcements. Often, communication
efforts are fragmented with different messages and
information flowing to investors, employees,
managers, and customers. Messages to all
stakeholders must be well planned and consistent.
There can never be enough repetition. The message
must be heard again and again to be fully understood.
Speed in communication goes along with speed in
the total integration. It is wise to talk to people
before the grapevine fills the communication void.
Accessibility to managers, officers, and directors is
critical to satisfying employees' hunger for
information. The goal of communications should not
only be to inform, but also to engage employees'
hearts and minds. By presenting a clear vision of the
future and gaining commitment to it, the new
company begins to build the loyalty that's crucial to
survival. It is important to be careful to avoid
statements that could be dismissed immediately as
propaganda?such as, "We're not going to change
anything." "We respect your autonomy." And "We
want to get to know everyone. Don't worry, there's
plenty of opportunity for each of you."
● Develop newly formed teams: After
implementation of the acquisition, as new teams are
formed, they may experience problems related to
interpersonal conflict, unclear roles and
responsibilities, and confusing procedures. It is
imperative to develop a process of consultation for
newly formed teams and review progress with
managers and supervisors.

Post acquisition
There is no one way to retain people during an
acquisition. Offers to certain people can be made.
The vital question is: How long do you need them?
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Some talent may be needed only during the transition
period, after which their responsibilities can be handed
off. Others may be needed for much longer. Each
person must be considered, and a plan must be put
together for that person. The kind of agreement that's
drawn up and how far it goes to keep key talent will
differ from organization to organization. People may
have to let off as a trade-off against disruptive attitudes
or constant conflict.

The new structure of the acquired company may
be different, and certain jobs may not exist or be
available because incumbents have moved on or
decided to stay on, but there is wisdom in keeping the
talent in the top 10% of the population, even if their
current jobs no longer exist. Find a place for them,
and retrain them if necessary. Talented people tend to
welcome the challenges of a new role, and they enjoy
career growth and added responsibilities.

Reinforce the new culture
When two companies with vastly different cultures
merge, the management will need to preserve the
best aspects of the old company and carry them into
the new company. A list can be prepared and asked
at each level of management for feedback.
Management will need a development tool. Survey all
levels of management about three months after the
acquisition, to assess progress towards the new
culture, and provide feedback to managers. In the
case, it appears that in spirit the consulting company
has led the HR integration. However, the HR team
had to intervene when the situation went out of
control. This inconsistency would appear to send out
a wrong and confusing message.

In the pre acquisition stage a couple of activities
were missed. A clear understanding of the organization
structure with definite job analysis and job
specifications for the various roles and levels was not
done. This gave rise to ambiguity with regard to the
authority and power people held at various levels
from the old acquiring and acquired companies. It is
mandatory that a clear assessment of the organization
structure of the existing company and the acquiring
company be compared and determined clearly as a
framework that would be used here on. This then
needed to be communicated to employees for job
applications or for fitting people into specific roles in
the acquisition stage. Communication at various levels
also needed to be sent out or conducted one on one
to overcome the challenges faced in the acquisition
and post acquisition phase. Adequate understanding
of the organization structure and incessant
communication would have helped in gaining
emotional and intellectual buy-in from the employees.
Lack of communication led to suspicion,
demoralization, and rebellious workforce. The power
status and prestige changes, coupled with loss of
identity and uncertainty are other factors that could
have been avoided by conducting the due diligence
exercise in the pre acquisition stage. HC


