the critical

By Jim Candler, HumanConcepts
Mergers and acquisitions are dominating
business headlinas, Market analysts
predict that international merger
activity in 2008 will pass the $4 trillion
marle, an;_i;ac'q.uisitions will fall slightly
due to the Tending markats troubles
 but still remain close to record levels,
according to JP Morgan. Mergers and
acquisitions (M&A's) present a unigue
apportunity for the HR department
to demonstrate strategic value to the
company and make the difference
between succesds and failure.
The purpose of an ME&A is to create
sharehalder value by combining
twa companies. In theory, two compa-
nies coming tagether to form one is
more valuable than the sum of their
parts. The end result is a more competi-

tive, more cost-efficient company

role

n M&A...

made easier

with enhanced brand strength and
greater market share.

A mountain of challenpes faces
companies going through the MEaA
process — that’s why two-thirds fail
to live up to expectations. In fact,
according to Mercer, 83 percent fail to
add shareholder value, and half of all
merpers are deemed complete failures
by market analysts. Among the primary
reasons mergers fail are "people issues,”
including loss of key staff, culture clash
and poot communication between
employees of the source organizations.
Bl&A activity introduces uncertainty
that creates widespread losses in
productivity. To stem the loss, manage-
ment is under intense pressure to
solidify authority, contral and reporting

relationships as quickly and clearly

as possible. Smooth workforce
integration and proper alignment
with business objectives are of para-
mount impoertance to the transaction's
ultimate success or failure,

There are four stages in MEAs that
make or break the outcome:
» Predeal {evaluating targets)
= Due diligence {deciding to merge

",
or not to merge;}

| auick (UK

2 Mumaraus challangas face companies going
thraugh the ME&A process — that's why
two-thirds fail to liva up to expectations.

2 If a company wants to dramatically increase
itz chances for merger success, its HR
department has to be involved in all stages.

2 Perhaps the greatest contribution the HR
department can make in M&A is speeding
up the entire process.




+ Integration planning {developing
benchmarks for success and the

road map to get there)

« Integration implementation

{executing the integration plan

and measuring success).

Studies show that there is a direct
link between HR involvement and
MEA success, Simply put, if a company
wants to dramatically increase its
chances for merger success, its HR
department has to be involved in
all stages including due diligence,
integration planning and integration
implementation, The more deeply
involved human resources is in the
process, the greater likelihood of success.

Human resources can make several
critical contributions to the WM&
process, including analyzing the
organizational resources, presenting
integration scenarios, planning and
communicating the integration plan and
socializing the blended organization.
Human resources is also responasible for
several other important areas that can
make or break merger success, including
integrating benefits, compensation and
rewards programs; restructuring the
workforce; administering labor contract
agreements; and managing leadership,
organizational culture and employment
practices. All of this can be done easily

with the technology available today.

The HR Role in Mergers

and Acquisitions

MEA activity requires that a baseline
holistic, unified view of the workforce
be readily available in order to evaluate
existing resources and plan and drive
eventual integration. This can be
accomplished with organizational
charts. A technologically deep "intel-
ligent organizational charting” solution
goes even further — it allows manage-
ment to simultaneously view, model

and transform organizational structures
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FIGUAE 1: INTELLIGENT ORGANIZATIONAL CHARTING
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Scenario planning or modeling
capabilities within the solution
enables stakeholders to easily
“drag and drop” to model multiple
workforce scenarios and effectively
visualize the merger before it happens.

within two or more companies, thereby

| providing support to the merger process

before, during and after the merger,
iSee Figure 1.)

This technology sclution supports
the following M&A activities through

the process life cycle:

Aggregating Data from Multiple Sources
An intelligent organizational charting
solution also aggrepates data from
multiple sources including a variety of
HEMS systems, such as Oracle, People-
Soft, Lawson and SAP and centralizes

it inta a holistic view for analysis.
Important HR data such as employee
salary and competencies can be included,
allowing management to understand

the financial and strategic implications

| of its decisions during and after the due

diligence stage. While the due dilipence

stage typically involves examination of

finances, assets, liabilities and contrac-
tual agreements, “people issues” are
blamed for most merger disasters.
With this technology, the HRE depart-
ment can more easily identify potential
deal breakers or issues that might

justify financial adjustments.

Scenario Flanning Using

Waorkforce Modeling

Workforce modeling is a crucial
integration-planning activity that
leads to rapid organizational change.
Scenario planning or modeling capa-
bilities within the solution enables
stakeholders to easily *drag and drop”
to madel multiple workforce scenarios
and effectively visualize the merger

| before it happens. Workforce modeling

| .
allows users to see the underlying

changes in metrics and analytics while

each option is developed.




Communication to Management

Speed is crucial in any merger.

The first three stages of any deal can
be required in as little as 30 days —
and the integration completed in as
little as 60 days. Cuickly and effectively
communicating a road map is critical
to aid management's execution of

the integration. Using sophisticated
publishing tocls, an organization chart
can vastly improve the time it takes
to respand to the change initiatives
and, therefore, the ability to complete

a merger more quickly and decisively,

Regulatory Compliance [
Global mergers are highly regulated
undertakings and require that strict
data privacy laws be enforced before,
during and after the merger. Privacy
regulations can potentially put a
damper on the sharing of employee
information, For example, E.U regula-
tions generally prevent HE departments |
in the United States from accessing
European employee personal informa-
tion until Safe Harbor guidelines are
met. This makes it difficult to share HR
data hefare two companies become one, |
An intelligent organizational charting
solution can create positions for
employees and place them properly in
the corporate hierarchy. This position
data can be directly shared without
compromising private employee infor:
mation, and allows managers to deal
with real business issues withour fear
of violating privacy laws. (See Figure 2.
A change log or history may also be
required in merger activity. Built-in
archiving features allow organizations
involved to produce compliance docu-
mentation to prove international

and federal regulatory compliance.

Conclusion

A direct correlation exists between
the level of HR department involve-
ment in M&A activity and merger
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integration success. The HE role in
M EA can be as a strategic business
partner and adviser to executive
management — and it must assert
itself into all phases of the process,
from predeal to integration. Human
resources’ critical contributions to
the process include analyzing the
organizational resources, presenting
integration scenarios, planning and

communicating the integration plan, and

socializing the blended organization.

Because human resources is wholly
responsible for the "people issues” that
can make or break the merger, these
departments must have access to vital |
HR data at the beginning of the process,
and must be technologically equipped
with an intelligent organizaticonal
charting solution. Such a solution allows
the visual examination and analysis of |
the data and organizational structures.
Additionally, it enables human resources
to plan scenarios and model the future
organization and departments as well
as communicate integration plans to
management for allocation and redistri
bution of resources,

Perhaps the greatest contribution
the HR department can make in M&A
is speading up the entire process.

The faster a deal and integration are

| :
completed, the faster the organizations

involved can begin to realize the full

| value of the merger. An intelligent orga-

nizational charting solution provides
the functionality to speed up all phases
of the merger, allowing HE to make its
greatest contribution of all to the
organization — helping its company to
quickly gain competitive advantage, @
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