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FOREWORD

ealizing the business benefits and creating wealth in

an integration process is not easy because it demands

the joining of values that are not easily joined. After
all, if it was easy, it would often have been achieved in the
pastand yet it is well known that the majority of mergers and
acquisitions fail to realize the expected benefits that were the
original motive for doing them in the first place.

Plenty has been written about the challenges of pulling
off a successful merger or acquisition, and the key issues are
well known. What organizations need, though, is a practical
framework for identifying the real issues and then resolving
them in a structured and disciplined manner that satisfies all
stakeholders. This is not simply to overcome differences in
the legacy organizations but to positively revel in these dif-
ferences and to harness them to even greater performance
by integrating the best of both.

During the last twenty years it has become increas-
ingly recognized that both national and organizational
cultures need to be considered in modern business man-
agement. And, furthermore, leaders—even in local compa-
nies—will find they are leading and managing multicultural
workforces. Many of the existing cultural conceptual
frameworks essentially describe how different cultures give

vii
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different meanings to relationships with other people, to
their interaction with the environment, to time and to other
similar cultural dimensions. We have learned to recognize
and respect cultural differences. However, if we stop at these
initial stages when trying to combine organizations, we run
the risk of reinforcing cultural stereotypes. At present there
is a lack of consistent, reliable and generalizable processes
to create sustainable and integrated value from separate
cultures.

This book presents leaders and managers with such a
process. It is based on the proposition that cultures require
commonality of vision, mission, strategy and values to create
the trust which can deliver economic value from the relation-
ships. There are non-stop culture clashes, and by culture the
authors mean not simply the cultures of different nations, but
those of different disciplines, functions, genders, classes, etc.
Eliciting and analyzing the challenges that integrating parties
generally face has become their particular area of interest and
they describe a number of practical, research-based tools to
assist in the endeavour of building human synergies.

While any integration program should include funda-
mental operational matters, we need to attend much more
to managing the elements the new partners already share
and to what divides them culturally. We also need to con-
sider the leadership behaviors that are required to drive
change and integration.

Modern global businesses require a lot of “effort” and
understanding before they develop trust in one another’s
words and bonds. Many stakeholders are involved, from
shareholders to employees, clients to management. Inter-
cultural alliances involve differences in corporate cultures
as well as national cultures and even differences in the cul-
tures of competing functional disciplines like R&D versus
marketing. More or less overt cultural differences can cause
problems, but so can perceptions about each other’s corpo-
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rate and national cultures. The authors show how trust is
developed across value dimensions and cultures by using
the dilemma framework that they have honed over many
years in their consulting practice and research.

Ultimate success, then, depends on our ability to ena-
ble people with different cultural perspectives to engage in
meaningful and valuable discussions about the new busi-
ness. The new approach offered in this book focuses on the
value of the integration that stems from fusing two seem-
ingly opposing value orientations into one, and benefiting
exponentially from this fusion. The process starts and ends
with our ability to recognize and respect differences from
the outset. This approach internalizes and reconciles these
differences to realize benefits that go well beyond the tradi-
tional merged value. Consequently it harnesses the organic
growth potential and the innovative capability of the newly
joined-up entity from the outset.

This book will help managers to understand and secure
the best from their people. The Tango concept originally
evolved to help people realize their potential through dance,
but also to recognize the way they connect to their partner
in a unified physical and mental couplet for the benefit of
their relationship through their physical intimate move-
ments and the hidden meanings of their long-term rapport.
As they say, “it takes two to tango,” and mergers and acqui-
sitions need to be in the business of marriage and not simply
weddings.

Professor Peter Woolliams, PhD
Senior Partner in Trompenaars Hampden-Turner Consulting
and Emeritus Professor, Anglia Ruskin University, UK



This page intentionally left blank



ACKNOWLEDGMENTS

ike any successful integration, the creation of this

book was a true work of joining different client expe-

riences, different consulting styles and approaches,
and the invariable incongruous work schedules of the two
authors, on top of incompatible time zones. While research-
ing and writing this book, we sought to create value by com-
bining value orientations that are not easily joined, most
of the time writing during non face-to-face client work,
but on airliners, trains, and buses or during car rides. We
wrote about our ideas and experiences with clients when we
could, while pursuing our lives with friends and loved ones,
in the ultimate effort to connect and share the value of our
experiences in the production of this book.

Yet, as is so often the case in resolving and integrat-
ing tough dilemmas, we could not have done this alone.
Aside from the motivation we took from each other and
so many of our client-friends as well as the inspiration that
we obtained from the successful integrations that we sup-
ported, we could not have done this without the indomita-
ble spirit and the endless support of our business partner
Professor Peter Woolliams. Peter proved once again that
it requires an objective, experienced professional to raise
the level of integration of the author’s contribution to this

xi



Xii Acknowledgments

book. Peter worked quickly and diligently to get the best of
both worldviews out of us. Without his ability to reconcile,
this book would have not been as complete as it is. We are
immensely proud of our accomplishment yet humble in the
knowledge that we could not have done it without Peter’s
help.

We are continuously inspired by Charles Hampden-
Turner, who developed and instructed us on dilemmas and
dilemma theory as a value creating process for organiza-
tions, teams, and leaders. Charles continues to be the intel-
lectual force behind many of our ideas and processes. This
book would not have happened without his mentorship and
inspiration.

There are a great number of other people that inspired
us on the road to writing this book, first and foremost the
leaders that opened up to reveal the dilemmas they and their
executive teams faced. It is a sign of great leadership integ-
rity to elicit and frame the dilemmas that one is facing at the
top of the decision-making pyramid of any organization.
We thank you all in spiral dynamics. Then there are the
numerous friends and colleagues who root and contextual-
ize our understanding and assist us on our path to greater
simplicity of process and clarity of goals. We mention specif-
ically Yury Boshyk, Bill Smillie, Anne Wargo, David Hurst,
Sudhanshu Palsule, Monica Hill, Liz Melon, Tony Brown,
Igor Tkachenko, Gert Jan Mulder, Paul Govers, Esha and
Maya, and finally our Argentinian friends Julio Aranovitch
and Patricia Janssen.

Fons Trompenaars and Maarten Nijhoff Asser



THE STRUCTURE
OF THIS BOOK

n Part I we focus on why there will always be business

interest in engaging in mergers and acquisitions, what

we define as organizational integration, and some of the
main reasons for past failures.

In Part II we detail our approach to integrations,
mergers, acquisitions, etc., and share our experience. Our
approach is practical, concise and comprehensive and is
backed up with case histories detailing our clients’ experi-
ences. The process flows from establishing the vision and
values in line with the business case and follows a path to
overcoming many of the common hindrances and obsta-
cles to integration, particularly focusing on key drivers,
objectives and KPIs, monitoring, evaluating and continu-
ing to grow the NEWCO culture. We focus on the human
relationships, the underlying values and behaviors of the
leaders, AND how they support the strategic process. The
leaders are the carriers of integrative change. As managers
and teachers they transfer the knowledge from the two old
entities into the new merged entity and establish the frame-
work for growth.

We work within a dilemma framework, supporting
the alignment of vision and values. We have developed a
systemic and structured process that overcomes most of the

xiii
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common obstacles to successful integration and inspires
organizations to develop through both innovative integra-
tion and organic growth.

In Part III we look more deeply into the business of
relationship management and the associated dilemmas. We
explore the issue of trust as a fundamental pillar of human
integration and we touch on the basic assumptions and
dimensions of human relationships and nature that form
the analytical building blocks for the process of building
trust and creating value in mergers.

Mergers provide a fertile breeding ground for dilem-
mas, and there must be a process for recognizing, respecting
and reconciling them.

Reconciling the differences between the previously
separate corporations builds a common platform for devel-
oping human capital, core values, talent management, lead-
ership behavior, executive development and many ongoing
business processes. Reconciliation of the toughest merger
dilemmas enables the realization of the highest business
value in both the short and long term.



PART I

The context:
Organizational
integration,

the buman touch



2 The Global M&A Tango

lobal business expansion and development through

mergers, acquisitions and strategic alliances is big

business. Even in the wake of the financial crisis of
2008/2009, in a climate of banking difficulties and credit
restrictions, more and more “share for share” deals are
being proposed and effected.

Business is increasingly pursuing mergers, acquisitions
and strategic alliances, not only to implement globalization
strategies and necessary restructuring, but as a consequence
of political, monetary and regulatory convergence. Global
companies like P& G, J&]J, IBM, GE, Pfizer and Cisco but
also Tata & Sons, Mahindra & Mahindra, Haier, Lenovo,
HSBC, and others all have an M&A strategy coupled with
an organic growth strategy, enhancing growth and manag-
ing risk at the same time. Some will have partnerships with
(former) competitors; others pursue integrations with other
businesses in particular markets or product ventures. Some
out- or in-source particular competencies to and from other
organizations. Integrations in one form or another are a
feature of the business world.

It's not easy . ..

Realizing the business benefits and creating wealth in an
integration process is not a straightforward procedure.
Integrations, in various forms, have been happening for
decades, but with all that experience to draw on, two out
of every three deals still don’t achieve anywhere near the
benefits that were initially anticipated. Although success
rates of mergers and acquisitions are difficult to compare,
as surveys in the area use a variety of assessment metrics,
most point to a success rate of about one third, while some
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have found that only 20% of mergers and acquisitions are
ultimately successful.!

Yet these low success rates do not appear to have curbed
business enthusiasm for growing by refocusing through
some type of integration. Given the current economic and
financial climate, business leaders worldwide need to man-
age their resources and assets more tightly than before to
build sustainable growth capabilities that can withstand
downturns and emerge stronger than before.

Looking ahead, many pundits are predicting two con-
flicting trends, which have their origins in 2009. On the
one hand we can observe a plethora of divestments and de-
integration processes going on, in particular in the finan-
cial services industry. On the other we can see a round of
increasing integrations and reorganizations under the pres-
sure of global sustainability while global competitiveness
increases. Bigger companies will abound but their strength
will lie in their nimbleness and agility, not simply their
scale or scope. Companies are realizing that they have to
operate within a business ecology where interdependence,
not independence or singular dependence, is the name of
the game. Emerging markets will find more flexible capi-
tal sources, and conglomerates will leverage and alter their
strategic approach to markets, forcing others to make rapid
adjustments. Even the big US-based companies employ
more and more people outside of the US and many gener-
ate more than half their income overseas (GE, Corning,
IBM J&]J, etc.). Indian, Chinese, and South African corpo-
rations are acquiring and integrating companies in the UK,
the US, and across various parts of Asia and Africa (Old
Mutual, Lenovo, Haier, Tata, Mahindra, etc.). Constant
change, economic waves, financial bubbles, ambiguity, and
risk measures will put a greater emphasis on the ability to

1 Booz Allen Hamilton study 2001, “Merger Integration: Delivering on
the Promise”; and KPMG Consulting M&A Study Report 1999.
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increase capacity, influence employees, collaborate with
other entities across borders and boundaries, and integrate
with former challengers.

Leaders will be faced with frequently recurring dilem-
mas or seeming trade-offs and will have to co-create solu-
tions with their management teams and navigate their
organizations in and out of complex strategic relationships
with the ultimate goal of creating sustainable growth and
value.

Definitions

Although they throw up similar dilemmas, mergers, acqui-
sitions, and strategic partnerships are different types of
union. An acquisition is when one company buys another
and integrates it into its own organization. Mergers entail
two organizations integrating into a third entity, even when
the two original companies are of unequal size. There are
many varieties of these integration formats, and many that
“market” an outright acquisition as a merger in the pub-
lic and/or private media. A strategic partnership or alliance
may differ in this regard as there may only be an integration
of a department or a smaller part of an organization for a
particular purpose or defined project. We have also seen
strategic partnerships that eventually end in a merger or
acquisition.

For the purpose of this book, we will not differentiate
between these different types of integration but will focus
broadly on the cultural challenges underlying any kind of
integration between organizations with a common purpose
or goal, whatever that goal might be. With that in mind,
when we refer here to a merger, we include acquisitions,
partnerships, joint project teams, and any other instances
where people (re)organize themselves to forge relationships
between human or organizational competencies with the
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ultimate goal of getting more out of these relationships than
the sum of their parts. We approach the challenges of inte-
gration from the principle of creating value out of human
relationships and their alignment with strategic intent.

Merger optimism and the key elements of
success and failure

KPMG (1999) and Booz Allen Hamilton (2001) have
reported that more than two-thirds of mergers failed to live
up to their own targets. However, in our consulting work
we have seen some improvement in merger results in the
past five years. The cynic might say that the main reason
for this is that due to financial constraints purchase prices
have become more realistic. There are some reports indicat-
ing that between 2005 and 2008 the average price for the
acquired company was 16 times EBITDA (earnings before
interest, taxes, depreciation and amortization).

There is also evidence that companies have become
somewhat better at merging and have realized the need to
place more focus on the human factor, relationship manage-
ment, communication, trust, and a clear people process and
human integration strategy. As a result of this new focus
we have seen significant successes at IBM, Cisco, Compass
(Catering), Johnson & Johnson, Linde AG and Vodafone.
The Bank of America/Merrill Lynch merger will be an inter-
esting case to watch, and we will see how well that merger
process is going in the coming year.

At the same time as seeing signs of growing success,
we have learned from our own research and clientele that
there are many challenges ahead for merging organizations.
Organizations will have problems if they fail to identify and
focus on the key issues or to question (cultural) assumptions
(both of these issues are discussed in detail below), or fail to
assess and allocate appropriate resources.
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Focus on the key issues

Traditionally, when we review the key issues in a merger,
we distinguish between hard and soft issues. Managing
these issues can in itself determine the success or failure of a
merger. We look first at the hard issues.

Evaluating synergy and savings

Evaluating the synergies and savings for any merger or
acquisition will confirm the direction the involved parties
need to take and determine the steps and processes to be
used. This is crucial in providing the necessary reassur-
ance during the negotiations and early evaluation of the
deal that the identified benefits are robust and can indeed
be realized.

The synergy and savings evaluations process generally
focuses on the areas of procurement, R&D investments,
and new product development, as well as distribution
channel and supply chain analysis. Examination of the
operational cost reductions normally considers the area
of headcount reduction, which is often the most difficult
synergy to achieve and implement. Loss of staff is an inevi-
table outcome following the execution of a merger. What
we learned from the KPMG (1999) study was that few com-
panies move beyond statements of intent with regards to
headcount reduction. On average 50% of managers will
leave following the first year of any acquisition or merger,
so it is vital to analyze precisely how and indeed whether
the vision, mission and values of the NEWCO are com-
pletely aligned within the merger strategy. This important
(re)alignment of business and cultural dilemmas forms the
basis of our integration process. It is also extremely impor-
tant to assess the inherent dilemmas underlying headcount
reduction.
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Project planning integration

The second most critical function is the integration of the
project planning process as it provides the expression of
the way in which the synergies from the combined orga-
nizations will be attained and gives tangible evidence that
things are stable yet changing. The strategy of the merger is
communicated through the selection of the project planning
team and the goal setting. This process is carefully moni-
tored by the general employee population in the organiza-
tion—while not directly linked to the integration process
itself, they are subject to it.

Due diligence

Due diligence is of fundamental importance to the non-
operational pre-deal activities. It enables the acquirers to
focus their attention upon market reviews, risk assessments,
management competencies, and synergies to support the
operational impact. It generally doesn’t involve a full review
of the (corporate) cultures of the two companies, but tradi-
tionally stays solely within the realm of financial measure-
ment and reporting tools.

Questioning (cultural) assumptions

These challenges, traditionally referred to as the “soft
issues,” form the core around which we have created our
human integration process.

Selecting the management team

Management teams for the NEWCO require exceptionally
strong and visible leadership and direction to drive com-
plex value realization. Generally, though, the selections are
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either made in great haste (e.g., Bank of America and Mer-
rill Lynch) and demonstrate obvious power and title related
choices, or too slowly with a severe loss of motivation and
morale which often results in the loss of important manage-
ment talent, not to mention market value as investors grow
impatient over time. In this context, we need a stronger
focus on the specific skills of the leaders initiating the merger
and those who make up the integration management teams.
These individuals need to be true reconcilers of differences
and dilemmas of strategy, organizational structure and team
culture. We have developed a framework for assessing and
training such individuals in identifying tensions and dilem-
mas and providing reconciliation techniques which lead to
integrated value at all levels.

Resolving cultural issues

In most studies the main reason given for merger failure is
“cultural differences.” These issues must be better addressed
so that future mergers will succeed where others have failed.
A systematic and triangulated approach to assessing cultural
differences needs to be in place and communicated through
the management ranks and beyond. There are many tools
available to help in this, and we’ll share a few of these later
in the book, but importantly, we have found that it is not
just about measuring cultural differences and/or resolving
potential challenges.

Our consulting process always begins with identify-
ing and prioritizing the key integration issues through mul-
tiple assessments. The problem with organizational and
national cultural issues in general is that the underlying
basic assumptions remain largely implicit and unspoken.
We have spent 20 years refining ways of making these cul-
tural issues explicit and prioritizing them. Using a consist-
ent and well-researched method to elicit cultural issues,
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challenges and dilemmas in a merger early on can provide
a major improvement over current integration processes. It
is vital that the new culture that is being created takes the
best of all worlds and supports the new strategic challenges.

Communication

Communication needs to be treated like any proper business
process. It needs to be consistent, reliable, and repeatable.
Leaders of industry know that any successful message will
need to bereiterated many timesinmany different ways. Man-
agement teams cannot communicate too much. As the 1999
KPMG report concluded: “Communications to employees
will have a greater detrimental effect on the deal’s success
than that to shareholders, suppliers or customers . . .”

Secondary level managers and lower level staff are
often kept in the dark about the opportunities of the merger
at their level, and are barely included in regular communi-
cations. It is immensely important to identify formal and
informal ways of “working” the communications channels
throughout the merger process. The organizations that pri-
oritize communication plans as a central part of their over-
all integration process are much more likely to be successful
in attaining merger success than those that see communica-
tion as just one of the many tasks to be undertaken in the
merger process.

In most surveys, poor selection of the management
team and failure to resolve cultural issues generally score
very high among the reasons for merger failure, but evidence
from our consultation work reveals that the communication
problems often act as a multiplier on the other factors in
determining success or failure. The ability to communicate
effectively during a merger becomes increasingly important
as merging organizations face dilemmas. Leaders need to
create dilemma maps that identify and analyze the tough-
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est merger challenges and communicate a strategic path for
reconciling them. These maps integrate the need to build
strategic alignment and commitment, while communicating
a common language and supporting the vision. Dilemma
maps become discussion models that lead to greater under-
standing amongst core project teams and other employees.
We will elaborate on the power of these dilemma maps in
detail later in the book.

Integration of process

We have found, in our own work on merger success, that
each of these elements has a primary role to play in support-
ing success and enabling goals to be achieved. However,
these key elements cannot maximize the potential benefits
in isolation—the activities must be brought together in a
single integration process that enables the NEWCO to max-
imize its post merger success.

A successful merger requires the same processes that
any individual company requires:

e A vision and mission that indicate what the aims of the
merger are;

e A purpose that indicates what the merged companies
stand for;

e A strategy that identifies how the goals will be achieved;

e Strong values that direct the all-important relationships
within and outside the company.

The many dilemmas and challenges that individualize the
merger process make each merger unique. We need to
acknowledge these unique cultures and dilemmas while
providing a consistent, reliable and repeatable process to
drive merger success.
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Merger goals

We can’t talk about merger success or failure without
addressing the measurement of success and failure. Most
research organizations focus primarily on shareholder
value as the ultimate goal and measure of success. But if
we focus exclusively on the financial benefits of the merger
within a relatively short time frame using precise financial
indicators such as the stock price and shareholder divi-
dends, we overlook the various levels of complexity that
provide more sustainable shareholder value. We have inter-
viewed thousands of international business leaders and
extensively reviewed the management literature and have
found that many organizations are simultaneously manag-
ing at least five parallel goals at all times in their business
cycle (numbers 3-7 in the list below). These five goals are
contextualized by the overarching goals of the organiza-
tion’s vision and values, and the strategic purpose that sup-
ports this (1 and 2 below).

Achieving the (joined) vision;

Reaching strategic goals after the merger;

Improving overall business processes;

Being regarded as a “best place to work” in our industry

and beyond;

5 Increasing and maintaining customer satisfaction rat-
ings throughout the merger and beyond;

6 Maintaining and increasing overall contributions to
society and general social, political and economic
recognition;

7 All of which will result in increasing shareholder value.

AW N

These parallel goals create dilemmas and value tensions for
the NEWCO that we will examine in detail when we look
at the “Ten Golden Dilemmas.”
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The human touch: integrated value

Organizations are often acquired on the basis of their inher-
ent valuation (shareholder value) rather than with the inten-
tion of achieving full integration of all human capabilities.
A wider range of other expected benefits might include syn-
ergistic values (e.g., cross-selling, supply chain consolida-
tion and economies of scale) or more direct strategic values
(becoming market leaders, penetrating a ready-made cus-
tomer base, etc.). However, the pre- and post-deal manage-
ment too often focuses on the rapid exploitation of new
opportunities within a mechanistic or financial due dili-
gence mindset, on the assumption that delivering benefits
simply requires the alignment of technical, operational and
financial organizational systems and market approaches.?

In contrast, the human relationships part of the merger
is generally underestimated and few due diligence meth-
ods assess the value of power and trust or adequately map
out the new and old stakeholder relationship management
processes, either inside or outside the newly created com-
pany structure. We appreciate that this trend may change
as talent management teams take on more global roles and
have their strategic growth goals linked to expansion and
integration targets.

The need for a systemic and methodological
framework of people integration

The failure of a merger to deliver the anticipated benefits
can be tied to two main problems: payment of an over-
optimistic price and the absence of a systemic and structured
methodological framework for integration. The framework

2 KPMG Consulting M&A Study Report 1999.
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provides a means of delivering the core business value of
human resources. How do we assess the power and value of
human interactions in the business context?

Without a framework that answers this key question,
senior managers have no rationale for allocating human
resources, prioritizing actions, or achieving synergies,
except as they match these against financial and capital
resources. However, as we have already pointed out, on a
strictly financial or capital basis most mergers and acquisi-
tions actually lose money and destroy capital over time.

Measuring the financial value of the human resource
is fraught with difficulty as humans are invariably more
dynamic and versatile than financial or capital resources.
Hence it has proven difficult to measure the return on invest-
ment in human capital, although many have tried. The
measurement itself is also a problem. How do you measure
elements that are largely non-linear, intangible, and difficult
to put on any metric scale in the first place, and subsequently
measure the increase or decrease of their output over time?

We have developed a dynamic measure on a dual axis
grid of two opposing value orientations that describes the
value (current and ideal) of human decision-making ability.

When a German mining giant merged with a US-based
mining company, the control over decision making imposed
by the German leadership stifled US flexibility and auton-
omy. The US-based leaders wanted to execute a quick deal
with another US entity that would enable them to buy in
much needed technology and thereafter sell the mine onto
a third party in the US. Their efforts were thwarted, as they
required approval from the slow and steady German deci-
sion makers, who required input from a number of stake-
holders including the employee council.

The challenge can be summarized as follows: On the
one hand, we need a fast decision-making process if we are
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to benefit from rare market opportunities. On the other
hand, we need a secure and steady decision-making proc-
ess to build consensus amongst the various stakeholders.
The extremes of this dilemma are effectively pathological
manifestations of the underlying value orientations and are
unsustainable, as each entirely rejects the alternative. The
compromise position on this grid is what actually happened
in this case. The US entity bought the third party and sold it
instantly to another buyer without further content benefit,
but with a financial gain from the transaction. The framing
of the challenge is shown in figure 1.1.

After this event, the parties got together to frame and
resolve the tensions that were revealed in the process of
the deal. As the parties explored the dilemma they realized
that the synergy of their opposing value orientations could
reap huge benefits for the company. Now this is an excel-
lent way of assessing the synergistic value of human capital.
When leaders are working from the same map, and have a

>

Make some fast bucks without m

German executive support
PP Spesdy Righ-quality
COSSEAgLE

Speed of decision-making

Fiest secura gnified agreament on
decialpe-making process

Quality and process of decision-making

Figure 1.1 Legacy companies with different approaches to decision making
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process for recognizing, respecting, and reconciling the chal-
lenges between them, integrated value can be attained and
measured.

The above noteworthy example is based on two seem-
ingly opposing value orientations. Such value orientations
can be organized into differences/dualities, and as long as
we put the dualities of value orientations together into “cou-
ples” where both sides are stated positively, we can measure
the current status of the tensions between the two seemingly
opposing values and “score” these on the dual axis grid.

Once we have established our starting point, we can
also indicate an ideal point and potentially even indicate
the path from current to ideal (as indicated above by the
spiral). Using a dual axis grid allows us to measure the score
differentials in blocks and place a value on the increase over
time. We will elaborate on this approach later in the book.

The central thing to understand here is that values are
differences and stem from tensions between two positive
orientations towards, or interpretations of, a core value.
Being able to dissect human activity and communica-
tion (decision making, negotiation, and presentation) and
organize its intent and results on a map created on the basis
of seemingly opposing value orientations is not just instruc-
tive, visionary and motivational but is also a serious attempt
to identify and measure the value of human relationships
and trust in merger and acquisitions and many other reor-
ganizations and human relationships.

Mapping and measuring a human integration approach
in the context of complex organizational changes has
proven invaluable to the process of ultimate value creation,
for which human interaction is responsible. The ability to
integrate and multiply this effect across an organization in a
consistent, reliable, and repeatable manner frequently leads
to a competitive advantage for our clients.
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Meta-dilemma of mergers and acquisitions

Throughout this book we will be using our two dimensional
logic graphs to map integration challenges. We use an x-y
grid where both extremes are shown, together with how
they might be connected. We explain the justification and
benefits of this approach in more detail later, but as an initial
example, let’s consider the meta-dilemma that summarizes
two extreme paradigms of “acquiring” or “being acquired”
in the example map shown in figure 1.2.

The “take over” axisissetagainstthe “beingovertaken”
axis in a manner that instantly suggests that the two are not
mutually exclusive and that an either/or approach will not
optimize the situation. If we consider the “take over” axis
and follow it to the end point on the grid, we end up in the
space currently occupied by the “bear hug.” Every extreme
on this grid is described with an epithet or a characteristic
thatincludes a positive sense (such as a hug) countered by its
negative extreme (being squeezed). Mapped in this manner,

»

Inner directedness (take over)

y

Outer directedness (being overtaken)

Figure 1.2 Strategy of managing cultural integration
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we note that every extreme becomes pathological in and of
itself. Although the “bear” culture acquired the “unicorn”
culture for its uniqueness, applying its “bearish” ways will
actually smother the special features of the acquired com-
pany. This behavior was common during the late 1990s
and early in this century when, for example, GM and larger
pharmaceuticals bought innovative companies. The GM
way stamped out innovative, market-directed ideas within
the acquired companies.

On the other side of the grid, we can see the “unicorn”
culture running away with the bear behind it. Notice the
anxious expression on the bear’s face. Not exactly confident
of its acquisition, is it? The middle ground (5,5) outlines a
“compromise.” Both parties have agreed to play it safe and
split the difference. There are many ways to arrive at this
stalemate position, which we frequently identify as “water
with the wine,” or “a little bit of both.” There is no ben-
efit from the integration and no learning transfers from the
acquirer to the acquired or vice versa. Table 1.1 describes
the different positions shown on the grid.

The extensive research evidence we have collected and
triangulated with real world applications through our con-
sulting, reveals that the 10,10 paradigm in the top right cor-
ner is where a sustainable future that delivers the business
benefits of the intended merger or alliance can be realized.
We call the pathway to this position the dilemma reconcili-
ation process.

Of course, there are many ways to get there and many
excellent examples. IBM and PWCC performed an integra-
tion dance of change based on former CEO Lou Gerstner’s
book Who says elephants can’t dance,implying that Big Blue
needed to be nimble enough to tango! For years Cisco fol-
lowed a different path, by quietly sneaking into its acquired
companies and taking out the “local” financial system and
plugging in its own, leaving local management undisturbed
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Table 1.1 Five categorical types of extreme behaviors in alliances or mergers

Grid

Paradigm reference

Epithet/
Metaphor

First, we have the alliance in which one of Position
the partners sticks to their own values and 1,10
proclaims: “My values first!” and “I win,

you lose!”

The second type of response is to abandon Position
your own orientation and go native. Here 10,1
a “When in Rome, do as the Romans do”

approach is adopted. Acting or keeping up

such pretenses won’t go unseen—you will be

very much an amateur. Other cultures will

mistrust you—and you won’t be able to offer

your own strengths to the merger marriage.

Here the acquiring organization adopts the
working practices and corporate culture of

the organization they acquire.

Third, we find the leadership in denial, Position
avoiding and ignoring value dilemmas by 1,1
operating at arm’s length and assuming the

synergy will take care of itself.

Fourth, there is a type of new partnership Position
where a compromise between values is 5,5
found. Sometimes adopting the acquirer’s

way of doing things, and sometimes that of

the organization being acquired. Synergies

are not really achieved here.

Finally, and for mergers/alliances/integrations Position
that are more effective and realize and exceed 10,10
the expected benefits, we find the reconciling

alliance in which values are integrated to a

higher level of integrity, where both sides

improve beyond themselves and synergize into

a new entity, with a much higher valuation than

the sum of their former parts.

Bear hug

Runaway
company

Denial

Preserved
livestock

Riding high
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and focused on business development and sales. The glo-
bal resource management power of Cisco drove the local
innovative business, and integration opportunities could be
assessed on a financially even keel.

Our validated questionnaires, structured interviews,
and focus groups confirm that where parties can quickly
reconcile and integrate their different perspectives, the
expected benefits of the alliance or merger are achieved or
even exceeded.

All cultures have their own integrity, which we do not
want to lose. We need others to be themselves if partnership
and integration are to work. This is why an approach that
reconciles differences is required. Reconciliation enables
us to be ourselves, yet to see and understand how alterna-
tive perspectives can enhance our own. It is more than just
avoiding misunderstandings and blunders through poor
communication. Reconciliation generates an integrated
value because both parties contribute their strengths to the
NEWCO.
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ur central focus is enabling people with different

cultural perspectives to engage in meaningful dis-

cussion. Our methodology uses dilemma thinking
to bring people together to discover what they share and
where they differ.

The meta-level

Our research and professional practice reveal that a genu-
ine and successful integration process requires four com-
ponents: recognition, respect, reconciliation (of both the
business and cultural dilemmas resulting from these first
two components), and, finally, realization—in which the
business benefits of connecting different viewpoints are
embedded throughout the organization.

When strategic, structural, systemic, human resource,
supplier and client processes are aligned, maximum value
will be obtained from the merger. Within this wider con-
text, our approach can be defined as a process of reconcil-
ing divergent goals, values, and structural, functional, and
cultural differences for maximum performance. As a result,
the human (relationship) side will be fully integrated with
the more technical aspects of the process.

Our process is supported by a number of validated
instruments and tools that provide quantitative and quali-
tative diagnosis, monitoring of progress and hard evidence
to inform decision making and resource allocations. As a
result we work on assessed and elicited rather than assumed
needs.

The full ten step process comprises three main phases;
the steps are laid out in tables 2.1, dealing with phase A; 2.2,
showing phase B; and 2.3, laying out phase C.
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Table 2.1 A: Creating the (compelling) business case

23

Phase A activities

Goals

Means/tools

Step 1: Re(de)fine
vision and mission

Step 2: Business
challlenges
assessment through
business dilemas

Step 3: Purpose and
values assessment

Step 4: Choose
values and behavior

Step 5: The business
case for integration

Truly integrate new
organization

Clarify new challenges
through business
dilemmas

Define core values and
key purpose for new
integrated organization

Link values with
effective behaviors

Integrate business and
values assessments
for better business
performance

Revisit mission and
values with “four
whys?”

Interviews validated
by Webcue (elicit
dilemmas)

Interviews validated by
value surveys (PVP and
OVP tools)

Supporting workshop
session to define key
purpose

Online diagnostic
Webcues

TAP and CCA tools +
supporting interactive
workshop(s)

Workshop sessions
linking re-validated
values with effective
business case
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Table 2.2 B: Developing implementation strategy, its objectives, and key performance

indicators

Phase B activities  Goals Means/tools

Step 6: Design Analysis of the PVP and

Identification of communications— OVP assessment

key drivers customize the Coaching sessions
methodology and Workshops on the DRP

Step 7: Develop
implementation
strategy

content of the
cultural integration
process, to provide
executives with
personal feedback

Create clear
objectives and
indicators

(dilemma reconciliation
process) and developing
KRIs (key reconciling
indicators)

“Causal” indicators

that relate to values and
behaviors

“QOutput” indicators

that relate directly to
performance

“QOutcome” indicators that
relate to the end results

Table 2.3 C: Developing systemic alignment and value awareness

Phase C activities

Goals

Means/tools

Step 8: Systemic
alignment

Step 9: Value and
culture awareness
programs

Step 10:
Continuous
re-evaluation

Alignment of
values with vision
and mission

Rooting
awareness

in the larger
organization

Monitoring (and
controlling)
change toward the
hyper-culture

Individual and group
cohesion workshops

- Values to Behavior (V2B)
- Structural alignment of
systems and processes

Awareness/feedback against
determined goals

Personal development: e.g.,
blended learning through the
ICP and CCOL

Individual and group
deliverables

- KRIs (achievement of key
reconciling indicators)

- OVP progress and personal
development reports




PHASE A: CREATING THE
COMPELLING BUSINESS CASE

The five steps of phase A are:

1 Re(de)fine vision and mission

2 Business challenges assessment through captur-
ing business dilemmas

3 Purpose and values assessment

EN

Choose values and bebavior
5 The business case for integration

We will explore them in turn.

Step 1: Re(de)fine vision and mission

We have found that the first step in creating a successful
integration is the creation of a compelling business case—
integration is much simpler when there is a jointly defined
vision. Thus, the purpose of this initial process phase is to
derive and explicate a clear idea of the vision and mission
for the newly created entity. At this point, the initial goals
for the merger can be refined through extensive iterations
which provide a check on whether the re(de)fined mission
is still inspiring and motivating to the new leadership. It is

25
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also important that the shared values and behaviors of the
organization support that vision.

This process has its origins in the work of Collins and
Porras' who have clearly demonstrated that successful
organizations need an alignment between their “envisioned
future” and “core ideology,” together comprising the
organization’s vision. Figure 2.1 summarizes their concept.

A well-conceived vision consists of two major com-
ponents: core ideology and envisioned future. Core ideol-
ogy, the yin in Collins and Porras’s scheme, defines what
an organization stands for and why it exists. In successful
organizations yin is unchanging and complements yang, the
envisioned future. The envisioned future is what we aspire
to become, to achieve, to create.?

It is essential that the envisioned future is revisited with
the new top leadership group and linked to the core motiva-
tion. A vision is determined, not given, and the process of
defining it is often a great way to communicate and explore
the strengths of both organizations and how they might
be integrated in a way that is non-compromizing. It also
often reveals why an organization was purchased in the first
place. And if the strategy is one of “riding high,” the self-
confidence of the acquired organization is also raised.

The main difference between the routes UniCredit
and Linde AG took to integration (described below) is that
Linde’s CEO Reitzle invested time in frequent sessions with
the old board of BOC to redesign the process. In this way
the whole board was included. And in the end, that made
all the difference.

After the main vision and mission of the NEWCO is
(re)defined, there is a context for the leadership of the organ-
ization to be invited to assess its business and values. This is

1 Collins and Porras, Built to Last, 1994.
2 Collins and Porras, “Building your corporate vision,” HBR, September—
October 1996.
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Figure 2.1 Strategy of managing cultural integration

UniCredit

Allessandro Profumo, CEO of the large Italian bank
UniCredit, is a visionary leader. His clarity of vision and
mission has been instrumental in turning significant inter-
national acquisitions into successes.

UniCredit’s vision is based on their determination
to create a new way of banking by focusing on people as
individuals, enbancing their potential and enabling them to
achieve their goals. Their mission is to aim for excellence
and consistently strive to be easy to deal with. As a “group,”
they adbere to commonly held principles and a distinct set
of values based on integrity as a primary condition of sus-
tainability, which makes it possible to transform profit into
value for all stakebolders.

Employees are guided in their daily business by the “integ-
rity charter,” which sets out the core business principles. The
charter was created as part of UniCredit’s integration proc-
ess, providing a very clear framework within which the many
acquired banks in Central Europe, Germany’s HVB and Aus-
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tria’s BACA could find their way. In the case of UniCredit,
discussion around the creation of this vision and mission was
restricted, but what was explored through extensive consulta-
tion were inputs that would make it possible to reconcile the
major dilemmas that the integrated organizations had to face
to make it a reality. This is further discussed below along with
how it made UniCredit one of the largest European banks.
Eventually the following Unicredit mission crystallized from
this process:

We, UniCredit people, are committed to generating
sustainable value for our customers. As a leading European
bank, we are dedicated to the development of the communi-
ties in which we live, and to being a great place to work.

We aim for excellence and we consistently strive to be
easy to deal with.

Linde AG

Dr. Reitzle, CEO of Linde AG, had a vision that bis
German-based conglomerate should become “the leading
global gases and engineering group, admired for our peo-
ple, who provide innovative solutions that make a differ-
ence to the world.”

Linde AG was made up of a variety of related and unre-
lated businesses (including a material handling business seg-
ment, one of the world’s largest manufacturers of forklifts
and warebouse equipment). Decade after decade, Linde AG
has touched and improved the lives of billions of people
through the jobs, capability and wealth created by its core
activities around the world, as well as through the products
and services they supply to customers across a wide range
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of industries, from steel making to food production, waste-
water treatment, environmental protection and health care.

However, because of the globalization of markets Dr.
Reitzle was convinced that with the portfolio Linde AG had
historically adopted, it was not possible to increase Linde’s
valuation by the capital markets and to realize his vision.
First, the organization needed to concentrate on the gases
and engineering business, deepening its knowledge and
becoming less German-centric. After some major divest-
ments they acquired the UK-based industrial gases com-
pany BOC Ltd. This organization was a logical candidate
because it was very international and shareholder driven
and so quite different from Linde AG. The only way for
Linde AG to make a difference to the world through inno-
vative solutions was to marry a candidate like BOC. The
rest is history.

very often a top-down process, as was the original decision
that prompted the merger or acquisition. We find that the
most successful starting point for this discussion is the envi-
sioned future and the BHAG (big, hairy, audacious goal).
The beauty of this early assessment of the business
logic behind the integration is that management are work-
ing together from the outset to create a new, shared future.
They begin with the question, “Why did we come together in
the first place?” This works much better than the frequently
observed behavior of looking at the differences first. Differ-
ences become more supportive of the integration process
AFTER the shared boundaries are defined. Integrating diverse
(business and value) orientations is not a matter of one party
trying to understand and adapt to the ways of the other; it
is a joint effort of mutual understanding and reconciliation.



30 The Global M&A Tango

The “big, hairy, audacious goal”

In this first step we begin by defining the “big, hairy, auda-
cious goal” (BHAG). The BHAG is a bold mission statement
to stimulate progress, such as “putting a man on the moon.”
According to the authors who first coined the phrase’ the
BHAG should:

* Beclear and compelling

e Actas a catalyst for team spirit

e Have a clear finish line

e Engage people

* Be tangible, energizing and highly focused
e Be easily understood by everyone

We are talking about inspiring and daring goals that can
only be reached through extreme effort. Hamel and Pra-
halad* call them stretched goals.

Some good examples of BHAGs are:

® Become a $125 billion company by the year 2000 (Wal-
Mart, 1990)

e Democratize the automobile (Ford Motor Company,
early 1900s)

® Become the company known for changing the poor
worldwide image of Japanese products (Sony, early
1950s)

* Become number one or number two in every market
we serve and revolutionize this company to have the

3 Collins and Porras, “Building your corporate vision,” HBR, September—
October 1996.

4 Hamel, G. and Prahalad C. K., Competing for the Future, Harvard
Business School Press, 2001.
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strengths of a big company combined with the leanness
and agility of a small company (General Electric Com-
pany, 1980s)

e Become the Nike of the cycling industry (Giro Sport
Design, 1986)

e Powering the Human Network (Cisco Systems, 2009)

e Building a smarter planet (IBM, 2009)

e  “Organize the world’ information and make it univer-
sally accessible and useful” (Google)

e “A computer on every desk and in every home”
(Microsoft)

® Become the “world’s online marketplace” (eBay)

After the BHAG is defined, the integrating parties are
encouraged to find the main areas where they can develop
business synergies within their newly defined shared goal. In
fact, they might (re)visit the main reason why the organiza-
tions united—perhaps their stretched goals were unattain-
able as separate entities.

The BHAG needs to be challenging, compelling and
inclusive. It needs to bring all parties together as a team,
impress them, and give them a shared feeling of pride: “We
have the courage to formulate a bold shared goal and that is
what brought us together in the first place.” It shouldn’t be
either a dreamy blue-sky ambition or a basic strategic goal,
because a stretching goal should be attainable only with as
yet undefined and undiscovered forces.

It works well to use a cascading approach starting with
the top management team (5-10 people) who work in small
subgroups of 2-3 people preferably from across the organi-
zations involved to jointly articulate their goals.
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Approaches to the discovery and eliciting of the BHAG

There are several ways in which the management team can
be stimulated to create a compelling BHAG. The use of
questions is very effective:

e Which people have inspired you?

e  What about the acquired company convinced you that
it should be bought?

e What qualities do you most admire about the acquiring
organization?

e What are the moments of truth in the organizations’
histories that are most crucial to you?

Alternative approaches are described by Collins and
Porras as “vivid descriptions,” such as looking at the
organization’s history and discussing how it has rewritten
the industry’s essence. It can be effective to ask rhetorical
questions like: “What might you see as the ‘Most effective
merger in 2015” on the front page of an Industry Maga-
zine?” Or, “Describe what the organizations have done to
combine their mutual strengths to make the most successful
integration and why. Was it because of a combination of
products and services, the implementation of a new joint
business model and better processes, or the introduction of
a new way of leading?”

Sometimes both organizations in an M&A already
have defined stretched goals. It is a valuable exercise to
ask the participants to combine both bold missions and see
whether there are some possible synergies. To keep both or
a variety of BHAGs is risky because the end scenario might
be too diffuse. And it should never be treated like a “bal-
anced scorecard” where different fields are given different
KPIs. The exercise should end with one vivid description
that inspires all team players.
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People should be given a chance to participate in the
creation of the BHAG and it should unite all involved.

A cascading process

Once the top team (5-10 people) has agreed on the BHAG,
the time is ripe for validation through consultation with
the next layers—often the extended board and then the top
100-150 managers. Through this process the BHAG gains
quality and definition and, even more importantly, all par-
ties involved participate in its creation.

It is important to invite top management to comment
on the draft BHAG so that it becomes theirs, and for the
statement to then be communicated throughout the organi-
zation and opened up for further comment. If the groups are
large, an interactive discussion system like Chrystal can be

Case study showing best
practice: Geodis

Geodis Wilson is part of the French Geodis Group, with
SNCF—the French railroad company—as its main share-
holder. With 26,000 employees in a network spanning 120
countries, the Geodis Group ranks among Europe’s top
five transport and logistics companies. Geodis Wilson is the
result of the merger of Geodis Overseas, the air and sea
freight arm of the Geodis Group; Dutch TNT Freight Man-
agement, formerly known as Wilson Logistics, a 164-year-
old company with Scandinavian roots; and most recently
Rohde & Liesenfeld. Geodis Wilson has inherited the best
of several worlds: a global network, a drive for growth, the
desire to develop services that work, and a “can-do” men-
tality when partnered with customers.
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In2007 the newly appointed CEO of Geodis Wilson
invited us to give a presentation to the top 50 managers,
representing at least 30 nationalities, about the typical
characteristics of French culture and how it would affect
the further internationalization of the organization. We
refused the offer, because it would jeopardize the integra-
tion process by initiating all kinds of stereotypes. Instead
we chose to present the differences amongst the variety
of corporate cultures with our Organization Value Pro-
filer (OVP) and Personal Value Profiler (PVP). The PVP
looks at the personal values of the participants and it
revealed much more congruence than the separate corpo-
rate cultural profiles of the organizations involved (from
our OVP). This was the basis for the further support we
offered some three months later in Amsterdam exclu-
sively with the new board.

The board of Geodis Wilson consisted of six people,
two Swedish, two Dutch, one French and one British. A
one day program was designed to craft the first draft of a
key purpose, corevalues and a BHAG. The board went out
in three (different) pairs in three rounds representing dif-
ferent companies. After each round there was an animated
discussion about the different viewpoints around the bold
mission. The first draft BHAG was formulated as:

Geodis Wilson wants to be recognized as the best
quality provider among peers, customers and employees.

In the same session the values and purpose were
defined as supporting the accomplishment of the first draft
BHAG.

This first draft was taken to the top 25 (extended
board including country heads) who meet quarterly. They
validated the first draft of the BHAG in preparation for the
top 250 meeting. That meeting validated a similar BHAG:




Phase A: Creating the compelling business case 35

Geodis Wilson is recognized as the best freight man-
agement service provider by customers, suppliers and
employees.

Using the group dialogue system we asked the top 250
to discuss what they liked about this BHAG and how it
could be improved. This ensured that people from all the
merged companies were involved.

The process ended with a re-stated BHAG that was
perceived to have been co-created by the top 250. The meet-
ing ended with agreement on a roadmap of how the BHAG
could be used as a source of inspiration for the develop-
ment of the values and purpose of the Geodis Wilson freight
division.

very effective. People can give anonymous input at the same
time as the BHAG is communicated downwards. The par-
ties involved in the merger will feel their inputs were taken
seriously in developing a bold new joint mission.

Step 2: Business challenges assessment
through capturing business dilemmas

Defining the business dilemmas in the context of the
(re)defined vision and mission is a very powerful process
for assessing and supporting a business case in any strategic
integration of organizations.

Why dilemmas? Well, because we find the key chal-
lenges owe their origin to the competing demands of dif-
ferent stakeholders and their different points of view and
interests. Which do we choose? Hands-on or laissez-faire?
Top down or bottom up? Centralization or decentraliza-
tion? Do we go for quick wins from the merger or a real
long-term sustainable future? Choosing one option at the
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expense of another or even a (lose-lose) compromise means
we have to give up the benefits of one extreme viewpoint.
These dilemmas can be captured effectively through a
combination of face-to-face interviews and on-line semi-
structured questionnaires that we call “WebCue.” Differ-
ences in strategic and operational business orientations can
create problems when working in a multi-organization inte-
gration process. This is even more striking when we real-
ize that people from different backgrounds, vocations, and
organizational cultures have very different ways of working
together and often forge different kinds of relationships.

The big picture

At this stage we can say that a genuine and successful inte-
gration process requires the four components and develop-
mental phases that we mentioned earlier—namely:

—_

Recognition of different business orientations;

Respect for those differences;

3 Reconciliation of business dilemmas resulting from the
above two steps; and finally

4 Realization and rooting, in which the business ben-

efits of connecting different orientations are embedded

throughout the organization.

[\ 9}

The following example illustrates how dilemmas can cap-

ture the core challenges of an integration process.
Attracted by its innovation capability, a large pharma-

ceutical firm buys a smaller company; the dilemma looks

like this:

On the one hand we need to increase the size of our
organization for distribution and economies of
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scale; whilst on the other hand we need to develop
the innovative powers of “small is beautiful” and
exploit flexibility.

If this is not seen as a dilemma, we have to ask why the
larger organization didn’t choose to grow organically.

Centralization versus decentralization is a common
dilemma in integration scenarios. At Linde AG, a highly
centralized German-based organization, one of the main
arguments for buying BOC was its decentralized approach
to international business in which leaders delegated their
authority as deeply as possible into the organization. IBM,
when acquiring PWC Consulting in 2003 experienced the
same dilemma. If we look at the Campofrio Food Group,
consisting of many locally operating brands, it is the same
story.

The reconciliation of this key dilemma makes or breaks
the success of the merger. Remember that a dilemma can be
defined as two propositions that are in apparent tension. A
dilemma describes a situation where there are two conflict-
ing good and desirable options. When a global organiza-
tion is faced with the dilemma of whether to centralize or
to decentralize business activities, there are four possible
choices:

—_

Centralize—this is the “head office dictates” paradigm.
Decentralize—otherwise summed up as “going native.”
3 Compromise—each side gives something up to achieve
a common goal.
4 Reconcile—much more challenging! And at first sight
impossible. The key question is what do we need to
centralize in order to allow for more decentralized
activities? When two apparently opposing views are
reconciled so that instead of “either/or” or “and/and”

[\
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thinking, a “through/through” solution is achieved,
new value is created by combining the best of both.

Our dilemma reconciliation framework is a unique method
of solving such problems. It is a way of looking at a variety
of choices that organizations have to make for both strate-
gic and operational effectiveness. It is a way of clarifying the
difficult choices organizations have to make to balance, or
even better combine, the “local” and “global” orientations
they face. As such it is an invitation to create synergies. To
be able to take both centralized and decentralized strate-
gies and integrate these at a higher level is the strength of
dilemma reconciliation.

Business dilemmas that manifest in mergers

Many business dilemmas are inherent in the different ways
of working, better known as the culture of the legacy orga-
nizations. It is a sign of healthy integration when dilemmas
are approached well and processed in a manner that reflects
the complementarities between the entities.

With Linde and BOC we observed these dilemmas:

e We need to supply (global or standardized) products/
services vs. We need to supply products/services that
respond to local tastes and needs.

® We need to develop our people vs. We need to keep peo-
ple focused on delivering results.

In these cases dilemma reconciliation was crucial to the suc-
cess of the NEWCO.

When UniCredit was integrating the German HVB and
the Austrian BACA organizations they found the following
dilemma crucial:
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® Becoming a “Truly European Bank” vs. Maintaining
close local relationships with clients/customers as a
multi-local bank.

From UniCredit’s meta-strategic dilemma some related
dilemmas could be formulated, such as:

e Centralized vs. Decentralized excellence.

e How to integrate different European cultural traits
(Italian HQ vs. Other European cultural traits).

e Ante-chambering meetings vs. Equal opportunities to
contribute.

e Independence vs. Accountability.

e Proclaimed values vs. Opportunistic behavior.

e Subtlety vs. Communicability.

e Entrepreneurial flair vs. Clear codification.

Similarly, when Geodis bought TNT Express in 2007 the
following dilemmas arose:

e We need to achieve short-term financial objectives vs.
We need to develop a mid/long-term strategy.

e We need to grow bigger for economies of scale and to
match global customer requirements vs. We need to
grow better so we don’t slide behind the competition.

e We need to standardize our processes to raise productiv-
ity vs. We want to be flexible to better answer customer
demands.

e We need a clear and focused IT strategy vs. We need to
keep numerous disparate systems running in the short
term.

e We must grow the business by acquisitions and increased
efficiencies vs. We should keep employee motivation
high during uncertain times.
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Global Computer and Consulting Services
Company merger

In our integration work with a large computer and
information-technology company and a premier consult-
ing company, we elicited over 175 dilemmas and clustered
them into seven major dilemma groupings that could sub-
sequently be addressed by integration teams. We also sup-
ported 25 executive workshops to supportlocal integration
challenges in 25 global locations, where teams competed
to provide the best solution to the most important dilem-
mas. Major dilemmas were noted, such as:

* We need to optimize utilization of people vs. We need
to be more innovative in providing new solutions to
meet our clients’ needs.

o We need to sell solutions to clients now vs. We need to
implement high quality services fast.

o Relationship driven organization vs. Transaction
driven organization.

o Operation through line managers vs. Functional sup-
port by business advisers.

o Experience and subjective judgment vs. Process- and
rule-based ways of working.

o Work—Life balance.

e Hiring and motivating the best and brightest vs.
Maintaining the best current performers.

We managed to categorize a great number of the dilem-
mas and linked these to the core values of the organization.
In this way, the core values were enriched by the recon-
ciliations of the dilemmas that inspired them. Dilemma
thinking and reconciliation became a common language
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that was subsequently adopted in many of the acquirer’s
customer relationships. Framing the acquirer’s offerings
versus the customer’s needs and subsequently co-creating
the reconciliation became a major driver for innovative
solutions and services. Furthermore, it became apparent
that some dilemmas in the US had already been addressed
and resolved in different, previously unconnected corpo-
rate units in South Korea!

Reconciliation of business dilemmas, or assessing
integration potential

The process of reconciling business dilemmas touches the
very core of the integration strategy. The highest chances
of success are found where there is a conscious effort to
harness the strength of each of the legacy organizations. We
guide participants through a dilemma reconciliation pro-
cess which is based on the following elements:

e Identifying the dilemma.

e Charting the dilemma to make it more concrete; label-
ling the axes reflecting the opposing positions (positive
or neutral) and plotting the positions of the actors.

e Stretching the dilemma by describing the positives and
negatives of each side.

e Making epithets to characterize the sweet or sour in
each of the extreme boxes.

e Reconciling the dilemma by asking how value A can
support value B and vice versa.

e Developing an action plan for recognizing potential
obstacles and plan for monitoring.
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Geodis Wilson case

In their integration process, Geodis Wilson was very clear
about the need to combine the achievement of short-term
financial objectives (which was a great strength of TNT-
Express) and the need to develop a mid/long-term secure
strategy—the forte of their French parent Geodis. This
reconciliation would make the organization much more
resilient. This dilemma was discussed at a meeting in Paris
between the country heads and the management team.

The end result is shown in figure 2.2.

The beauty of the discussion framework was that the
positives and negatives of both approaches were openly
discussed without excessive value judgment. The reconcili-
ation of “being more selective in their investment strategy”
was highly appreciated by all participants.

1. Describe the Dilemma:
on the one hand: achieve short term financial objective
on the other hand: develop mid/long term strategy

@ 1,10 10,10
3.ListPositives for Y-axis: || 5| |4 MONEYTALKS, BLS || 5. HIGH PERFORMING f%l’;ﬁi‘;gfﬂ;?on ’
+ Stake holders happy E WALKS VISIONARY mission strategy
N zhort tf?rm' g —Focus/investment on
+ Costef gctlveness = strengths: be selective
+Earntoinvest 2 55 ~ Performance

%)

] incentives
3. List Negatives for Y-axis: || 5 4. HALF PREGNANT
- Not sustainable future g 62.0b |
- Loss of talents % 10,1 a. kSt'iC es g
-Quality of issues > —Lac‘ of immediate

N 4.SOVIET PLANNING | | funding

- Prepare to take risks
- Pressure from stock
markets

2.X-axis label: Long term strategy

3. List Positives for X-axis: || 3.List Negative for X-axis:

+Investment products/ || - Lack of focus on results
talents - Lack of flexibility
+ Creative environment - Lack of pressure

+ Patience for results

Figure 2.2 The Geodis Wilson dilemma
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Selecting the investment decisions based on how they
could harness short-term results whilst realizing the longer-
term vision was an invitation to combine the best of both
worlds and a great opportunity to avoid the stereotypes
about the negatives of both legacy approaches.

Global Computer and Consulting
Services Company merger

We facilitated many sessions for a large global consulting
services company while they were trying to integrate the
consulting branches under the umbrella of their “Role of
the Leader” program.

A frequently occurring dilemma is the need for a sales
oriented culture (as developed by the global computer
services company) and at the same time a need for a service
culture (traditionally a strong point of the large consulting
services firm).

The various groups around the globe that considered
this dilemma recognized it as being fundamental to their
future working and it was reconciled in a variety of ways.
Figure 2.3 shows one example.

Another important dilemma was in the area of people
empowerment versus control by the company. It was cru-
cial for the leadership that this was resolved.

Traditional computer company employees were
accustomed to demonstrating loyalty to the parent organi-
zation and leadership. At the consulting services com-
pany, it was normal to challenge leadership. But in coming
together, which model should be applied? This was very
much a make or break dilemma for the NEWCO.

In the beginning there was a lot of disdain from each
partner about the core values of the other. The stereo-
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1. Describe the Dilemma:
on the one hand: focus on sales/signings metrics is imperative for long term growth
on the other hand: client satisfaction and profitable delivery of services is critical to fuel business growth

3. List Positives 1,10 10,10
for Y-axis: 4.BOOK NOW, 5.THE FLOW
+ Growth &share FIX LATER EXPERIENCE
+ Opportunity
+Bonus ® 6.0Obstacles
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+Revenue up o 4.SALES IN AM, -Team dynamics (impact of global sourcing)
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for Y-axis: S - Sales focus on delivery
—High risk E - Client skills (commitment/focus)
_Delivery % -Client management (meeting of joint commitment)
morale down <2
- Repeat s 4. PRIFITABLE
business risk © JOBS,
—Market 2 FEW NEW SALES
reputation > 10,1
«i | 2. X-axis label: Deliver excellence

3. List Positives for X-axis: List Negative for X-axis:

+Innovation and staff - Slower growth

+Inyearrevenue —Innovation down

+ Profitability - Sales talent risk

+Relationship establishment - Stock price risk

- Market share risk

Figure 2.3 Sales Contracts vs. Service Excellence dilemma

typed long-term career hero on the one end of the spec-
trum was (as might be expected) very often pictured as a
staid, risk avoidant “bureaucrat” and the equally stere-
otyped well-connected consulting executive was seen
as an overpaid artist, shooting from the hip. These two
stereotypes were captured in the epithets “slow dictator-
ship,” pictured as an elephant for the typical computer
company leader, and the “wild, wild West,” represented
by dancers for the consulting services company partner.
Obviously there were a lot of worries that the elephant
would squash the dancers!

In the event, the DRP opened a dialogue in which
a wonderful metaphor was created: a group of dancers
protected by a net held by the elephants, as shown in fig-
ure 2.4.
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1. Describe the Dilemma:
on the one hand: We encourage/empower partners to be creative andtake risks
on the other hand: We have commitments to the corporation, our clients, and each other

1,10 10,10
?dWiId,vx)/iId west 5. Elephants
ancers) .
make a net with
3. List Positives tusks that allows
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N
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-Slow
- Stiffles creativity/accountability
—Frustration

+ Predictable/minimize downside
+Focuses on team goals
+Protects reputation

Figure 2.4 The reconciliation of the "wild, wild West" with the “Slow Dictatorship”

Beauty case

This case concerns a situation involving two anonymous
organizations. Both are Dutch management consultancies.
The “P Inc” organization has 15 consultants and 10 support
staff. Though based in the Netherlands PI has many inter-
national clients. The founders and owners of the organiza-
tion are thought leaders in the area of change management
and leadership development, do research in the area, and
publish books. Their work is known worldwide and mar-
keting is predominantly done by picking up the phone.
During the last five years PI didn’t grow more then
5-10% annually beyond broad expectations. Most disap-
pointments at PI were caused by the fact that the clients
loved the creative interventions, but further implementa-
tions were often hindered by non-scalability and lack of
people to undertake the actual delivery and execution.
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In short, Pl is an inspiring organization with a chal-
lenge in execution. In 2007, after some years of searching,
PI found a partner, “OL Ltd.” This very successful Dutch
consulting firm primarily operates in the Dutch market.
Similar in size to PI its particular strength is staff engage-
ment diagnostics and performance and helping organiza-
tions to implement change processes through web enabled
chat. The ownership structure was quite different from
PI since the shareholders (five in number) were separated
from the management. In PI the two founders were main
shareholders.

The management teams had a common vision for the
NEWCO after integration. As a joint entity they would be
able to serve the market from initial inspiring intervention
at top management level through to execution at all levels
that followed. The main differences between OL and PI
were best captured by:

o The push of cutting edge products and unique services
vs. The pull of scalable and reliable ongoing services
and diagnostics.

o The offering of globally significant services to an inter-
national clientele vs. The offering of a solid Dutch
service to intimate clients.

o The nurturing of creative individuals vs. The develop-
ment of ever better team work.

o The continuous development of people vs. The returns
for sharebolders.

During the integration process all the consultants and sup-
port staff gathered and discussed the various versions of
these business dilemmas in mixed groups. The results were
very encouraging and helped to integrate the variety of per-
spectives and strengths of both organizations.

The first dilemma’s reconciliation is shown in figure 2.5.
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Figure 2.5 The reconciliation between creativity and adaptation

There was real excitement when the OL consultants
explained the positives and negatives of their long-term
relationships with their clients. Though the predictability
and reliability was helping them to fine-tune the products
to perfection, it was also seen as hindering the learning
curve. The consultants of PI said they learned continuously
but had great difficulty in standardizing what they had
learned, leading to high development costs. The reconcili-
ation was found in deciphering the essence that connected
all the unique PI products. Because of the contrast that the
more disciplined OL displayed, the PI consultants realized
that the unique contributions of their founders gave them a
methodology that was often ignored. OL consultants pre-
sented their highly centralized approach to their services
and their focus on having all proposals scanned and edited
by their CEO. “Eureka,” said one of the PI consultants, “if
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we structure all our proposals in a standardized way and
have them assessed by our teams for similar methodolo-
gles that come up across all our work we will have a bet-
ter chance of mass-customizing.” The reconciliation of this
dilemma is shown in figure 2.6.

The reconciliation of this dilemma was crucial for the
success of the merger. The challenging question was: “how
could the PI consulting offering be extended and enriched
by the standardized, mostly Dutch services and how could
the OL consulting services take advantage of the interna-
tional markets that were open but untapped?” On the first
challenge, a lot of effort was put into the enrichment of
the services by looking at how the Dutch services of OL,
more focused on internet chats and benchmark diagnos-

1. Describe the Dilemma:
on the one hand: The offering of globally significant services to an international clientele
on the other hand: The offering of a solid Dutch service to intimate clients
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Figure 2.6 Global vs. local
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tics, could upgrade the more touch-and-go offerings for the
international organizations. In fact, the first experiments
were highly appreciated by the international firms because
they saw that the PI services could be better implemented
and monitored because of the OL service extensions. On
the second challenge a process approach was implemented.
With every PI type of proposal an OL consultant was asked
to see how their services could be added to or even bet-
ter integrated into the more traditional proposal. The total
turnover of the new PIOL organization went up by 23% in
the first year and 41% in the second, now topping 20 mil-
lion Euros annually.

Integrating opposites as a continuous and creative dialogue

Any integration process will throw up similar dilemmas in
many areas—be it HR, loyalty programs, IT or finance. The
process we facilitate generates a “creative space,” where the
ultimate solution is significantly better than any initial one-
dimensional response. We call this the area where synergies
are realized.

In this space a very intense and rewarding process of
dialogue between the different organizational units—both
operating companies and holdings—takes place. This syn-
ergistic process is of long-lasting value.

We have found that people succeed in achieving syner-
gies, not because they are good at choosing one side over
the other, but because they are able to reconcile seem-
ingly opposing values. Integrating two desirable aims,
which were in tension, creates a new, enriched reality. So
in the case of the global computer services company that
acquired a global consulting services company, the choice



50 The Global M&A Tango

wasn’t whether a sales or a service culture would make a
better company. The challenge was, “How can we use a
more sophisticated service culture so we can sell more?”
and vice versa.

In the case of UniCredit, there was no need for a choice
between being an Italian Bank with local characteristics and
becoming a pan-European bank without anything Italian.
Their approach focused on how the NEWCO could become
a pan-European bank with an Italian footprint and how the
best NEWCO offer in Italy could be a springboard for the
other European activities.

And finally, in the case of the European consulting firm,
we saw that mass customization and a transnational Euro-
pean approach made the organization unique by combining
the best features of each of the units.

Organizations that are able to reconcile their differ-
ences will have created competitive advantage. If they do
not, they will end up amongst the 70% of mergers that fail.
But, most importantly, the DRP process invites the parties
involved to participate in a creative dialogue rather than
just complaining about each other in the corridor.

The specific steps in the reconciliation process need
to be followed in a disciplined manner so that the proc-
ess “equalizes” the game. Every party should contribute,
regardless of whether they are the buyer or the bought, the
smaller or the larger.

It is important to address both the business case for
the integration and the cultural issues in this early stage. It
is simpler to make the business case because it can be dem-
onstrated in the financial results or key performance indi-
cators such as ROI, employee retention, market share and
customer satisfaction, etc. But the cultural case for vision,
values, mission and key purpose is what really creates the
motivation for the NEWCO to succeed.
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Step 3: Purpose and values assessment

Having established the envisioned future and assessed the
business case the road is clear to begin an organization-wide
base assessment of personal, current and ideal cultural val-
ues. The measure of these values should be whether they
will support the envisioned future for the NEWCO. This
constitutes the third step in phase A.

Finding purpose

Here again it is effective to start with the larger context and
ask the top group why they exist as a new entity. This is bet-
ter known as the PURPOSE of the organization, its raison
d’étre:

e  Why are we here?
e What can we offer our clients now that we are working
together?

Initially this might need a little push beyond thinking in
terms of “making more profit” or “having more products
to offer.” One needs to go to the ultimate desired state and
not be afraid of exaggerating through brainstorming. Col-
lins and Porras have called this the “key purpose” of an
organization, and they characterize it with the following
fundamental reasons for being:

e A guidingstar on the horizon which we will ever pursue,
but never reach . . .

e That which guides and inspires us . . .

e That which gives meaning to the work one is doing for
an organization.
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This is not to be confused with specific targets and busi-
ness strategies, actual services or the markets one is now
serving. To find the purpose of the new organization one
must think beyond everyday occupations: if we have no
aim beyond living our daily life as we already do, then there
is no potential for growth and there is a risk of standstill.
As Sensei Master Kenshiro Abbe 7" Dan reminds us:

V.o ThiRiERlcgEnERA LR TT

“standing still is the same as lagging behind.”

It is also important to avoid elevating profit making
so that it becomes the highest aim of a company. Certainly,
without money an organization cannot exist. But does that
mean that money is the ultimate reason for being?

Discovering the (key) purpose

How does one discover the (key) purpose of an organi-
zation, its higher goal? Although no quick fix exists, we
can try different approaches to discovering the ultimate
nature of the organization. These can be applied separately
or in combination. In the framework summarized below
we have listed the different approach routes as consecutive
steps.

It is fruitful to begin with discovering the specific iden-
tity characteristics of the organization. Begin by referring
back to the findings from the original assessment of (com-
bined) business opportunities. Review what is specific to
the organization. Try to be as concrete as possible. Does
the organization have particular products or services,
qualities or skills? Try to define entrenched behavior and
communication patterns, and think about their applicabil-
ity to the newly created organization.
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Then it is time to ask what the ambitions for the new
organization are, what motivates the colleagues, and what
makes a difference vis a vis the competitors and other stake-
holders. Concern for realism should not hinder this exercise.

How to elicit the key purpose

We often begin with the so-called “five times why” exercise.
This starts with a statement such as: “We provide quality
products at the lowest possible prices.” To which we might
say: “Why is it so important to provide quality products at
the lowest possible prices?” A more fundamental reason is
given, and again is challenged: “Why is it so important to
allow our clients to minimize the cost of their purchases?”
Continued challenging of the weakness of any statement
ultimately elicits what Peter Checkland calls the “root
definition.”’

Repeated questioning helps to elicit the very core of the
fundamental purpose. “Why” is very important in making
sure organizations follow their bold mission and envisioned
future. “Why do we make furniture?” or, “Why do we want
to consult big organizations?” The purpose anchors the
ultimate meaning. The process is most successful when it
combines the abstract and the concrete—the visionary and
the practical.

Confront the group with questions relating to heritage:
“What would be lost if the organization ceased to exist?”
“Who would mourn our passing?” Such questions can gen-
erate responses that reveal the characteristics that distin-
guish one organization from all the others.

After these exercises have been completed, the (key)
purpose of the organization can be articulated. This must

5 Checkland P, Learning for Action, John Wiley, 2006.
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Campofrio Food Group

When Groupe Smithfield and Campofrio merged in early
2009, the Paris and Madrid based CEQOs and chairman dis-
cussed and formulated a vision statement containing both
mission and purpose elements. The first meeting with the
Leadership Team and the management teams of the local
I1OCs discussed these first draft ideas.

The draft vision statement was:

“To be recognized by all stakeholders as one of
Europe’s leading food companies, offering a variety of high
quality products which contribute to improving the quality
of life and health of our consumers.”

When the larger management team was asked for a
response to this statement a variety of comments were made.
Here are some of their responses to the question “why?”

o “We need this in order to attain a position of admired
company, a reference point within Europe (Top 10), in
order to attract the best people.”

o “Weneedto offer, through constant innovation, a vari-
ety of food products that contribute to improving the
quality of life and health of our customers.”

o “We capture the value of diversity (to enbance the
quality of the product experience we offer).”

® “Because we want to inspire the industry, we are trend
setters.”

o “We like to bebhave like entrepreneurs and act fast; we
are accountable for our results.”

o “Werespect the relationships with our customers, sup-
pliers and colleagues.”

Omne of the marketing managers said: “Why not sum-
marize our purpose as: “TASTY MOMENTS EVERY
DAY, EVERYWHERE.” This was popular because it was
inspirational.
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During the meeting, notes were taken and a next
round of validation was done in different countries apply-
ing the same methodology. All the inputs were given serious
consideration.

The final version was:

“To become one of Europe’s most admired and suc-
cessful leaders of quality food products by 2015, earning
customers’ preference and loyalty by providing them with
delicious and nutritious choices for both everyday and spe-
cial occasions that bring joy and health to the table.”

be formulated in a clear and concise way. The final state-
ment should avoid the cryptic, cliché and trivialization.
Remember, this is the very essence of the company. It must
immediately inspire people.

The process of rolling out the purpose by engaging
more members of the organization, across all legacy com-
panies, creates bonding around what the NEWCO will
share. As we saw in the case of Campofrio and Smithfields,
the validating sessions contribute significantly to increasing
commitment to the purpose. This is one of the reasons we
advise companies to avoid choosing the existing purpose of
one of the legacy organizations. If it is such a good purpose
that it should be adopted for the NEWCO, then it will bub-
ble to the surface anyway.

Culture and values

Once the (bold) mission and the (key) purpose have been for-
mulated it is time to look at the values of the organization(s).

Both the purpose and mission are supported by the val-
ues. Itis in purpose and mission that values and norms origi-
nate and certain types of behaviors are activated. “Values”
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Beauty case: Part 2. ..

And how did the PI/OL integration process, discussed
above, proceed? The identification of the purpose was
facilitated with OL’s technology (called “internet-chat™).
Everyone was invited to enter concepts, words or sentences
that they saw as crucial to the existence of the NEWCO.
There was only one criterion—they needed to support the
vision of a research-driven, global and European consulting
organization that translates values into performance. The
following keywords were selected: connecting, perform-
ance, consulting, viewpoints, reconciliation, diagnostics
and sustainable.

Using these words, a key purpose was formulated:

To help organizations to recognize and connect dif-
ferent (cultural) viewpoints leading to higher sustainable
performance.

From this moment, people felt unity between the two
groups. One commented: “Yes, 1 know there are differ-
ences, but we need them if this organization is to attain its
purpose. The energy it gives is amazing.”

are the good and bad, “norms” the right and wrong. And
behaviors are just expressions of that.

Corporate cultures develop their own values and
behaviors. Values help support their functions, but more
than that, they help organizations to survive in a harsh busi-
ness climate and to achieve the goals they have set. Val-
ues are functional and should be linked to the mission of
the organization. When two or more organizations come
together you can’tignore the deep structure their values rep-
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resent. It would be naive to suggest that one set of values is
superior to the other. All values have a reason for existence
that cannot be ignored. In the process we describe below we
take this as a starting point for the way forward.

Cultural diversity expresses itself in viewpoints and val-
ues, in operational priorities, and in ways of doing things.
In our experience working with organizations facing com-
plexity caused by cross-border M&A, we have found that
issues rooted in cultural differences are best formulated as
dilemmas because this approach allows the tensions that
arise between different cultures to be explored.

Since culture is a key human driver of organizational
performance, in any integration process, people from diverse
backgrounds differ in the specific solutions they choose for
universally shared business issues. Thus we find differences
in management style, decision-making processes, commu-
nication styles, client orientation, reward mechanisms, etc.

Measurements: Our Organization Value Profiler (OVP)

Culture is to the organization what personality is to the
individual—a hidden yet unifying theme providing meaning
and direction that exerts a decisive influence on the overall
ability of the organization to deal with the M&A challenges
and dilemmas. Corporate culture has a profound effect on
an organization’s effectiveness, because it influences how
decisions are made, how human resources are used, and
how the organization responds to the environment.

We use our OVP (Organization Value Profiler) to iden-
tify the similarities and differences of the organizational cul-
tures involved and the values of the existing organizations
that will challenge and influence the merger or acquisition.
The OVP enables participants to review and examine the
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interpretations employees give to relationships with each
other and with the organization as a whole.

Unlike other corporate culture diagnostic tools, the
OVP goes beyond simple diagnosis and serves as the basis
for the reconciliation of the key tensions that arise in merg-
ers/acquisitions, strategic change, diversity, globalization,
etc. Itis also designed to be “culture free”—that is, applica-
ble to a diverse range of organizational cultures across the
world. We have seen too many other models that display an
Anglo-Saxon or US signature and have only been validated
in the (national) cultures where they were developed.

The OVP is able to diagnose the different corporate
cultures of the parties engaged in the integration process
and will clearly show the value dilemmas that the new
group is facing. It is an organizational culture scan that
assesses the degree of formalization and flexibility, hierar-
chy and openness in the environment. It still has our under-
lying four quadrant model of corporate culture as shown
in figure 2.7 and described below, but further sub-divides
each quadrant leading to a full 12 segment model.

Incubator

Essence: A low degree of both centralization and formal-
ization. In this culture, the individualization of all related
individuals is one of the most important features. The orga-
nization exists only to serve the needs of its members. And
its members are motivated by learning on the job and per-
sonal development.

Main characteristics:

e Person-oriented

e Power of the individual
e Management-by-passion
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Figure 2.7 The four segments of the OVP model

Commitment to oneself
Professional recognition
Self-realization

Main orientations:

Things are done in ways that are very flexible and easy
to change; work is done in flexible networks in which
personal development is paramount.

People have a deep understanding of customer/client
wants and needs; customer/client input directly influ-
ences our decisions. Risk taking and innovation are
encouraged and rewarded; people develop their poten-
tial by continuously learning.
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Guided Missile

Essence: A low degree of centralization and a high degree
of formalization. At its ideal, this rational culture is task
and project oriented. “Getting the job done” with “the
right person in the right place” are favorite expressions.
Organizational relationships are very result-oriented,
based on rational and instrumental considerations, and
are limited to the specific functional aspects of the persons
involved.

Achievement and effectiveness are weighed above the
demands of authority, procedures or people. Authority and
responsibility are placed where the qualifications lie, and
they may shift rapidly as the nature of the task changes.
Everything in the Guided Missile culture is subordinated to
an all-encompassing goal.

Main characteristics:

e Task orientation

e Power of knowledge/expertise
* Management-by-objectives

e Commitment to tasks

e Effectiveness

e Pay-for-performance

Main orientations:

e Vision and values excites and motivates for employees;
there is a focus on achieving goals and producing results.

e Work is organized so that each person can see the link
between his or her work and the contribution to deliv-
ering tasks of the organization; feedback is given fre-
quently on how well tasks and targets are met.

e Delivering short-term shareholder value is prime; initia-
tive develops when people anticipate it will create share-
holder value in the near future.
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Family

Essence: A high degree of centralization and a low degree
of formalization. It generally reflects a highly personalized
organization and is predominantly power-oriented. Employ-
ees in the “family” seem to interact around the centralized
power of the father or mother. The power of the organiza-
tion is based on an autocratic leader who—Ilike a spider in a
web—directs the organization. There are few rules and thus
little bureaucracy.

Main characteristics:

e Power orientation

e Power of network

® Personal relationships

e Management-by-subjectives
e Affinity/trust

e Promotion

Main orientations:

e Loyalty, commitment and trust between staff and the
organization are considered important; information is
shared widely so that everyone can get the information
needed when required.

e Thereisa high concern for the relationship between peo-
ple; knowing who is as important than knowing how.

e There is a high degree of team spirit even across differ-
ent parts of the organization; one strives for involving
people so consensus is reached.

Eiffel Tower

Essence: high degree of formalization, together with a high
degree of centralization. This type of culture is steep, stately,
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and very robust. Control is exercised through systems of
rules, legalistic procedures, responsibilities, and assigned
rights. Bureaucracy makes this organization quite inflex-
ible. Respect for authority is based on the respect for
functional position and status. The bureau or desk has
depersonalized authority. Expertise and related formal
titles are very much appreciated.

Main characteristics:

® Role orientation

e Power of position/role

* Management-by-job-description/evaluation
® Rules and procedures

e Order and predictability

e Expertise

Main orientations:

e Staffisstriving for structural efficiency; there is a focus
on doing things in an economical way using know-
how; people work in a stable and structured place with
an atmosphere of efficiency.

e There is great concern for skills and professional
development of people; the professional capability of
people is constantly improving. Main loyalty is to the
profession.

e The focusonthe perfect structure means that each per-
son has a clear division of functions and responsibili-
ties in the organization; issues are settled by referring
to rules, procedures and definitions of responsibility.

The four segments represent how the organization orien-
tates itself to four basic processes in terms of task/strategy/
mission, role/efficiency/consistency, power/human rela-
tions/involvement and person/learning/adaptability. Within
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each of the sub-segments we explore specific aspects that
together determine the major orientations.

The design of the questionnaire reflects our underly-
ing philosophy that bipolar scales (i.e., more of one mean-
ing less than the other) are fundamentally inappropriate
for the type of assessments we are making. We undertook
extensive formal research and field testing to finalize the
questions, including Cronbach Alpha reliability analysis
and triangulation with face-to-face and online semi-struc-
tured interviews.

Because of the way the OVP works, it is possible to
score highly on all four quadrants and all 12 segments.
An organization need no longer be defined by one stere-
otype. This reflects our conceptual framework where an
integrated organization harnesses the strengths of all
extremes and is not restricted to choosing between the
extreme options.

By using cross-validating questions we have verified
whether opposites and contradictions within one corpo-
rate culture have been reconciled. So, for example, we ask
respondents to rate statements such as “There is a clear
and overt strategy for the future” (Guided Missile) and
“Through our short-term thinking we are quick on our
feet” (Incubator). They are validated by a (combination
of) reconciling statement such as “We are able to meet
short-term demands without compromizing our long-
term vision” (Reconciliation).

In older versions of this questionnaire we would have
shown a scale between short- and long-term orientations.
In this new reconciling framework we can score high or
low on both! And a high score on both indicates a more
powerful and higher performance culture.

Another example is the tension between task (Guided
Missile) and people (Family) orientation, which we explore
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with the contrasting statements: “There is a lot of team
work” and “People strive for self-realization” and the val-
idating statement “We have teams that consist of creative
individuals.”

The OVP shows how healthy an organizational cul-
ture is by covering all 12 segments AND the reconciliation
between those segments as shown in figure 2.8. External
validation (i.e., against departmental or functional perform-
ance indictors) shows that higher scores on all segments and
on the validating reconciliation questions correlate directly
with higher long-term organizational performance.

Low performing organizations score low on all seg-
ments. Industry “followers” have an average score and
“market leaders” score high on all segments because they
have an integral culture that is able to reconcile all the con-
tradictions in their business (see figure 2.9).

Person Culture Task Culture

Change/flexibility 1 Strategic alignment

Shareholder value

Customer focus
People Task
Orientation | i Orientation
Relationships ( ‘ Professional
I | development
Loyalty/commitment ” Structure

D

Teamwork H Corporate efficiency

Hierarchical

Power Culture Role Culture

Low Performing

Figure 2.8 The Organizational Value Profiler 1 (continued)
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Figure 2.8 The Organizational Value Profiler 1 (continued)
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We canalso explore “current” and “ideal” by asking respon-
dents to give two sets of ratings for their own organization.

The value dilemmas that were selected from the inter-
view and web-based processes are triangulated with the
dilemmas identified by the OVP.

Linde—BOC measured on OVP

Let us take the example of the integration process of the
German Linde AG and the British BOC Lid. The top 150
leaders were asked to undertake a version of our internet
driven OVP. The results were both revealing and insightful
as is shown in figure 2.10.

Even at first glance the contrasts between BOC and the
Linde Group legacy cultures are obvious. Legacy Linde is
a German-based, highly professional organization with an
excellent R&D division, centralized in its governance and
highly successful after focusing on the gases and engineering
business and divesting lots of unrelated businesses under a
strong, visionary, and powerful leader, Dr. Wolfgang Reit-
zle. BOC was a highly successful global player with a multi-
national management team, rather project based, practical
in its approach, and empowering people wherever possible,
with a bighly committed and loyal population.

Linde could be summarized as a highly professional,
disciplined and mission oriented organization (a Guided-
Eiffel Tower), and legacy BOC’s strength was a combina-
tion of dedicated and empowered people around a clear
set of global goals for the sake of shareholder value (a
Guided-Family).

We derived the following key dilemmas from the OVP
of the Linde Group:




“Ideal” Organization
for Future of the Linde
Group (as described by
participants)

« Less cultural inertia

+ More integration and
connections between values

« BOCand Linde described
the same “ideal” future
organization

- Larger differences between
BOC legacy and “ideal” than
Linde Legacy and “ideal”

Figure 2.10 Linde-BOC measured on OVP

Leammany

Cuslomer focus |

Il | Professional
© development

Stnachure

O e = Corpasate efciency

Family Eiffel Tower

89

obue| W8N [QO|D BYL



Phase A: Creating the compelling business case

69

1 We need to cut costs wherever we can for the sake of
our shareholder’s return vs. We need to invest for long-
term sustainability.

2 We need to supply (global or standardized) products/
services vs. We need to supply products/services that
respond to local tastes and needs.

3 We need to develop our people vs. We need to keep
people focused on delivering results.

4 We need to focus on the human element and take
advantage of the experience of managing diversity vs.
We need to enhance our culture of leading-edge engi-
neering autonomy.

5 We need to develop looser controls and greater man-
agement empowerment vs. We need to develop tight
top down controls and more restricted procedures.

6 Our leadership style should be more participative and
empowering vs. Our leadership style should be more
decisive and directive.

Dilemmas 3 to 6 were clearly value dilemmas; the success
of the future Linde Group would be highly dependent on
their reconciliations.

Norican Group—The Merger of
Wheelabrator and DISA

Another example is the integration of Wheelabrator and
DISA, two market leaders each with 100 years of operating
history. DISA Group, the world’s leading supplier of vertical
molding, sand and core technologies, merged with Whee-
labrator Group, the world’s leading provider of metallic
surface preparation equipment, spare parts and services.
The two companies, both owned by Mid Europa Partners,
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were given official approval by the German Bundeskartel-
lamt to complete their merger process in April 2009.

As a united organization, DISA Group and Wheela-
brator Group employ 2,500 people across five continents
and together serve such diverse industries as aerospace,
automotive, energy, foundry, medical components, rail, and
marine. Following an internal competition within DISA
and Wheelabrator, a new name was chosen for the parent
organization: Norican Group. Robert E. Joyce Jr., president
and CEO of the newly merged company, said:

This is an incredibly exciting time for the company, our
employees, and our customers. I am confident that the
creation of the Norican Group through the merger of
DISA and Wheelabrator will provide our customers
with world-class technologies and local service offers
unparalleled in our industry. . . . In preparation for the
merger, the management teams from DISA and Whee-
labrator have been working together to combine the
best of both companies. “Best of Both” became a theme
during the planning process, and now it becomes reality
as the result of all the planning comes to fruition.

It is in this spirit that we were invited to contribute. We had
a head start because the leaders believed in synergies which
were already reflected in the adoption of a new name.

The “Best of Both” program started with one of our
corporate culture scans supported by measurement on our
seven cultural dimensions. These scans supported, rein-
forced and validated the major dilemmas that came to the
surface as shown in figure 2.11.

The DISA culture was seen as more of a role-based Eif-
fel Tower with the risk that striving for perfection leads to
deadlines being missed. Moreover, change is realized within




Person Culture Task Culture

Change/flexibility Strategic alignment

Learning I .
Customer focus '/ \

People
5 -
Orientation

Relationships

Task orientation

Shareholder value

Professional
development

§

Corporate efficiency

Loyalty/commitment

Teamwork

Power Culture Role Culture

Figure 2.11 Wheelabrator DISA OVP

Task People
bkl Orientation Orientation jus

Person Culture Task Culture

Strategic alignment

ask orientation

Shareholder value
Task
il Orientation
Professional
development

Change/flexibility

Learning
Customer focus ‘

Relationships

Loyalty/commitm.l ructure

Teamwork Corporate efficiency

Power Culture Role Culture

DiSA

LL = 9sedssauisng buijadwod ayy buneald 1y aseyd



72

The Global M&A Tango

the core processes, rules and regulations. As a weak point,
short-term thinking often compromises DISA’s long-term
vision. A strong point is that DISA’s teams consist of creative
individuals, reconciling the loyalty/commitment segment
with the changelflexibility one.

Conversely, in the more sharebholder driven culture of
Wheelabrator, managers/executives at all levels understand
and endorse the mission and objectives, and there is a clear
and overt strategy for the future. People are results and
achievement-orientated and are committed to getting the job
done. In Wheelabrator the skills and capabilities of people
are viewed as an important source of competitive advantage.

As in most international M&As we also used an
additional instrument we call our Intercultural Assess-
ment Profile (IAP). This enables participants to perform
a comprehensive personal analysis of their own cross-cul-
tural orientation. It uses the Seven Dimensions of Culture
model developed by Trompenaars Hampden-Turner over
a 15-year period. Some 80,000 managers have completed
this questionnaire. A range of diagnostic questions is used
to identify personal cross-cultural orientations against the
reference model.

The primary aim is to help managers structure their
experiences in order to facilitate rapid personal development
for working in international business and/or integration
situations. The IAP gives substance to the deeper national
cultural arena in which international mergers are embedded.

Using this toolset, the following value dilemmas were
brought to the fore:

o We need to ensure that quality meets the high standards
that clients expect vs. We need to move into developing
markets to sell to the rest of the world.
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o We want to control our costs to deliver on our targets
vs. We want to be a highly skilled technical company
known for meeting all customer needs.

These first two dilemmas were cross-validated by the
universalism-particularism score between the legacy com-
panies and confirmed the nature of the dilemmas:

o Co-management to stimulate creativity and innovation
vs. One manager to be fully responsible and streamline
decision making.

The third dilemma was cross-validated by the higher indi-
vidualistic score of Wheelabrator compared to DISA:

e We want to control costs to meet the objective of sell-
ing the company vs. We want to develop our people for
future growth and sustainability.

The fourth dilemma was confirmed by our specific (cost-
reduction) and diffuse (developing people) continuum:

o We need to develop our participative style (listening
and reacting skills) vs. We need to develop better broad-
casting and decision making (decisiveness).

Here the dimension of achievement and ascription was dom-
inant, whilst for the sixth dilemma it was the time dimension
that validated its existence:

o We need to focus on short-term goals to meet the objec-
tives of the financiers and keep people motivated vs. We
need to keep our attention on the long-term goals to
ensure a sustainable organization which will be attrac-
tive to a buyer.

Once the dilemmas are formulated and validated by the dif-
ference in corporate and possibly other relevant cultures it
is time to see how the personal values of the top leadership
of the respective organizations can help in reconciling the
dilemmas at stake.
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This process begins by profiling the personal values of
the leadership group and getting their commitment to value
and behavioral change.

Measurements: The Personal Values Profiler (PVP)

We use our Personal Values Profiler (PVP) when assessing the
personal values of key players. There are no right or wrong
answers and no orientation to any particular value is better or
worse, but it offers important insights into the relationships
that employees have with their organization. People from dif-
ferent cultures or professions will have different perspectives
and will wish to pursue and prioritize their own interests,
which are not necessarily the same as those of others.

A variant of our PVP is our CVP (Corporate Values Pro-
filer). This is essentially the same tool but respondents are
asked to indicate what values should drive the organization.

Unity on what matters for the individual and what mat-
ters for the organization is increasingly important. Imagine a
young woman who has chosen a medical career because she
perceives this to be congruent with her personal values (PVP
profile). However, she finds that the reality of working in a
publicly funded, city center hospital involves being verbally
and physically abused by alcoholics and drug addicts and a
focus on monitoring her work for the risk of being sued for
any practice which doesn’t accord with strict (Eiffel Tower)
guidelines. The need for efficiency and conforming to pro-
cedure would be reflected in the hospital CVP and would
be quite different from her PVP. Her response might be low
motivation and performance, or to leave and work for a
private health clinic that would be a closer match to her PVP.

In the case of Wheelabrator and DISA the (mean) PVP
(Personal Value Profiles) are shown in figure 2.12.
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Exploring how the individual gives priority to dif-
ferent values and how these differ from other employees
across an organization offers important insights into the
relationships employees have with their organization. In
the particular case of Wheelabrator and DISA it is surpris-
ing how similar the profiles are. There is perhaps a need for
a little more change and flexibility at DISA and a bit more
professional development and efficiency in the Wheelabra-
tor leadership.

The PVP provides an understanding of matters con-
cerning resistance or support for change and the capacity
for stability, sustainability and innovation. These can exert
a decisive influence on the overall ability of the organization
to deal with the challenges and dilemmas it faces.

This PVP/CVP combination is usually cross-linked to
our OVP (Organization Values Profiler) to provide addi-
tional important comparisons to corporate culture. We
need to be alert for any mismatch between the values that
will support the key purpose of NEWCO and the PVPs of
key players.

Step 4: Choose values and behavior

Core values are instrumental in the achievement of the orga-
nizational goals and need to fit into the key purpose.

There are a variety of approaches to selecting the core
values, including:

e Conceiving values as integral verbs;

® Valuesashelpingkey business dilemmasto bereconciled;
e Valuesashelping key cultural dilemmas to be reconciled;
e Values as giving life to purpose and mission;

® Values as extensions of personal values.



Phase A: Creating the compelling business case 77

The necessity of “core values”

Values are fed by success and are vital in supporting the
dilemma reconciliation process. So the best method for
determining the core values is to end the process of reconcil-
ing the business dilemmas with the question:

What values and behaviors do we need to rec-
oncile this dilemma and support its outcomes?

Some of the examples given below are very telling. In each
case they followed the identification of the reconciliations
for the most significant business dilemmas. An example
from UniCredit may illuminate the importance of the selec-
tion of core values.

Groups of five to six people, including a range of rep-
resentatives from across the organizations involved, were
invited to consider one of the specific business dilemmas
that had been generated. They worked through the six steps
as described above and were then invited to describe which
value(s) and behavior(s) needed to be developed to support
the reconciliation of the dilemma. The first six steps of the
dilemma reconciliation process normally lead to a lot of
discussion around content. The seventh step, which asks
participants to think about the values and behaviors neces-
sary to support the action plan for reconciling the dilemma,
effectively invites people to link the business dilemmas
to certain values and behaviors. The case of UniCredit is
slightly different in that the core values had already been
established by CEO Allessandro Profumo. But he wanted
to check on their validity and reliability. Contributors were
invited to propose which values and behaviors from the
existing set would best help to reconcile the dilemmas. They
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were encouraged to derive a new (set of) value(s), if needed.
Let’s see where this led.

The result, shown in table 2.4, was known as the
“Integrity Charter” at UniCredit.

The process led to a wonderful exercise in which all
the participants of different nationalities felt engaged and
taken seriously. The values, though defined by top manage-
ment, suddenly came alive when participants were invited
to validate them and translate them into actual behavior.
As a consequence UniCredit’s values became the distilled
product of all the different banks and company cultures
that have crossed its path over the years. Although differ-
ent, these cultures share a continual awareness of market
developments, an unfailing commitment to the growth of
added value, corporate social responsibility, staff develop-
ment and customer relationships. As such, the six “Foun-
dations of Integrity” informed the behavior of UniCredit
people in their dealings with all their counterparts, includ-
ing institutional entities such as government authorities and
public officials. We have continued to study the Integrity
Charter and it is a most impressive document. It is easy to
see why the values cited would be important to UniCredit
for guiding the integration process. However, like nearly all
moral statements it contained omissions. It was not wrong.
It was much better than most, yet it was incomplete. It
would be better if the UniCredit values were balanced by
their opposites.

Fairness, respect, reciprocity, transparency, trust and
freedom are all nouns. At school we were taught that “a
noun is a person, place or thing,” although it can be an
abstract idea. Since values are clearly not persons, places or
physical things, they must be abstract ideas. If, say, trust is
good, then “more trust” is better, so values can accumulate
like money in a bank. It is at this point that our values tend
to collapse beneath us! Thinking of values in contrasting
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Effective and

Dilemma Values supporting behaviors

Shared reciprocity, Alignment of the businesses by
commitment: transparency, sharing best practices, improve
Centralized vs. trust communication on existing
Decentralized governance and processes
Excellence

Transnational freedom, trust ~ Defining processes for

Team: Italian vs.

Other European
cultural traits

Communication

success story:
“AWARD”
for champions

managing diversity

Meetings: Ante-
chambering vs.

Equal opportunities

to contribute

First Mover:

Independence vs.

Accountability

Walk Your Talk:
Proclaimed values
vs. Opportunistic

behavior

Communication:

Subtlety vs.

Communicability

Code UniCredit:

Entrepreneurial
flair vs. Clear
codification

respect
transparency,
trust

reciprocity

fairness

respect,
accountability,
transparency

freedom,
transparency,
fairness

talent development and
recruiting consistent with key
competencies, develop process
to complement team diversity

Golden rules for meetings,
where accountability is clarified
and leaders walk the talk

Clear rules, standards and
defined objectives, develop
perimeter of competencies and
link to remuneration system

Develop people evaluation
system, measurement of
customer/people satisfaction,
wide internal communication
and emphasis on reputational
risk

Group meeting architecture with
clearer rules on presentations
and show discipline/consistency

Make heroes and visibly reward
people, develop best practice
sharing forums, reward sharing
and distributing innovative
ideas, and allow for failures
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pairs offers additional insights because values become “dif-
ferences,” not “abstract things.”

Arthur Anderson placed a huge amount of trust in
Enron and ceased to exist as a consequence. Why? Because
AA’sjobwasnotjustto trust but to verify through audits that
Enron was a trustworthy organization and then announce
this to the world. Trust does not exist on its own but has
a relationship with supervision. We learn to trust those we
have frequently supervised, so we can trust them even more.
Yes, trust does increase like money, but not alone. It must
be joined to its opposite. Trust and supervision (or verifica-
tion) grow together in integrity. We were intrigued to note
that UniCredit were careful to apply their values to rela-
tionships. This we applaud, but they might try going one
step further and apply these to relationships between values
espoused by different people.

This same construct applies to all of the remaining val-
ues in their list.

Fairness and respect
Justice is the blind goddess, in both the Greek and Roman
pantheons. She is blindfolded to prevent her seeing the per-
sonal attractiveness of the litigants so that she considers
only the facts and the law. Were she to look upon the parties
she would be unlikely to deem them equals.

In total contrast “respect” comes from Latin respicere,
“to look at.” You respect people when you look deeply into
their souls. Of course in a hyper-culture, you would both
treat people fairly and respect them deeply, but the tension
between these values must be understood and managed.
Everyone is entitled to equal treatment. When you treat
people fairly, they will reveal more of themselves that you
can come to respect.
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Reciprocity and initiation

When people fail to reciprocate it is not usually because
they are ungrateful, but because they did not feel that your
actions towards them merited reciprocity. Presumably Uni-
Credit wants people to initiate valued actions, not just repay
them. The value of pairing reciprocity with initiation is
that those who do not reciprocate can be urged to explain
the circumstances in which they would do so. What would
make them grateful? An investment bank we know calls this
“Managing your Boss.” Why is he not managing to make
you feel grateful for what he does? What more could he do?
If you do not want to reciprocate, at least say why! All of us
have a responsibility to try to initiate better relationships of
reciprocity.

Transparency and discretion

Transparency is an excellent value with a role to play in
giving business units as much independence as possible. But
like all values it needs a little qualification to make it really
effective. Banking is a business where privacy and confiden-
tiality are very important. Private banking customers don’t
want their wealth advertised. There are regions in Europe
where financial mail is not even delivered to your home!
We treat information about customers with discretion while
being transparent about our own efforts to succeed. We
open up our affairs but only to those whose business it is to
know us better; otherwise information is private.

Freedom and responsibility

UniCredit’s CEO, Allessandro Profumo, is responsible to
shareholders. He can and does exercise many kinds of free-
dom in his business, all of which must help to discharge
that responsibility or at least not impede it. He is “free to
be responsible.” He is not free to be irresponsible. This also
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applies to those reporting to him. He gives them “intervals
of freedom,” a month or more free of his scrutiny, but for
that time period they are responsible and the longer the
period the more responsible they become. They have more
freedom but a greater responsibility for how they use it.

Conceiving values as integral verbs

The example of UniCredit typifies one approach to find-
ing the core values—that of asking what values would be
most helpful in reconciling the business dilemmas. There
are alternative scenarios where it may be more appropriate
to follow a more inductive process where management is
asked to develop values that would help them.

Let’s recall the “Beauty” case where the consultants
were building a new organization, PIOL. The end results
were amazing. Let’s first reflect on what were seen as the
major dilemmas of PI and OL joining;:

e The push of cutting edge products and unique services
vs. The pull of scalable and reliable ongoing services and
diagnostics.

e The offering of globally significant services to an inter-
national clientele vs. The offering of a solid Dutch serv-
ice to intimate clients.

e The nurturing of creative individuals vs. The develop-
ment of ever better team work.

e The continuous development of people vs. The contri-
butions for shareholders.

When the participants were looking for values that could
help to resolve these dilemmas, they initially found that all
the suggestions were most beneficial to only one of the two
organizations. So when client-orientation was raised as a
possible value, two questions were asked: “Does it have to
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be a noun?” and, “What about our cutting edge services, the
concepts that clients do not yet understand?” Similarly, the
value of teamwork was highly criticized because some con-
sultants were concerned that it would jeopardize the need for
autonomous creativity. And what about sharebolder value?
Are shareholders coming first yet again? Interestingly, the PI
consultants, who were used to investing at least 25% of total
turnover in R&D, better understood the need for this value,
because in tough times, no compromise had been made in
continuing the R&D effort, even in cases where this led to
losses. They felt this was unsustainable. This became even
clearer in their interactions with the OL consultants who
were used to lower R&D investments and higher shareholder
dividends What to do to connect these different points of
view?

However, after further discussion, they clearly under-
stood that for values to be effective and functional, they
needed to be integrated with their opposite, as we described
above. The process of describing values that was under-
taken at UniCredit was replicated by PIOL. They ended up
including the following;:

e Striving for teamwork that consists of creative
individuals;

e Striving for local learning so that it can be rolled out
globally;

e Striving to continuously develop leading edge products
and services that serve client needs;

e Striving to develop shareholder value to further develop
people.

These values are integrative, and from here on, lots of
attention needs to given to how to make this new mindset
a reality. What behaviors need to be displayed to confirm
that these values are being lived in all sincerity? This imple-
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mentation is discussed later when we explore the “values
to behavior” sessions and the key performance indicators
(KPIs) that form the basis of monitoring take up.

Values as an aid to reconciling key cultural dilemmas

It really is satisfying to see parties engaging around a shared
reality that they want to create together rather than focus-
ing on differences. However, we can’t overlook the risk of
potential value clashes on the path to achieving that shared
reality. A similar approach to that taken in reconciling busi-
ness dilemmas can be used in reconciling cultural dilemmas.

In the case of UniCredit, clashes between “typically”
Italian and German orientations came to the fore, which
were confirmed in the findings of our OVP diagnostic scores.
It was obvious that if these challenges were not overcome,
whilst respecting the strengths of both approaches, the per-
formance of NEWCO would suffer.

The first dilemma we framed focused on the problems
of creating a new pan-European culture:

The new UniCredit Group is committed to
co-creating a European hyper-culture and build-
ing up the future leadership from individuals with
valuable cross-border experience.

But this strategy faces strong counter forces
from the teams in different countries. Local
“old-boy networks” hint that re-integration into
regional teams will be hindered by accepting inter-
national assignments.

The reconciliation of this dilemma (shown in figure 2.13)
was crucial in enabling the future effectiveness of UniCredit.
The new management teams suggested the following:
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1. Describe the dilemma: Building international teams
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Figure 2.13 Unicredit transnational working dilemma

e Create a European-wide “talent program.”

e Identify and develop talents systematically with fast-
track programs.

e Create cross-boundary opportunities for the best
talents.

e Formulate attractive expatriate policies.

e Incentivize international assignments and expatriation.

e Formulate fair and attractive re-integration policies.

e Concentrate European-wide function for expatriate
career development at headquarters.

e Develop and implement promotion and job posting
policies which explicitly favor talent with international
assignment experience.

e Explore dual incumbency with leaders from across
boundaries.

e Support internal networking of talents.
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Offer internet based communication tools.

Encourage bank-wide network directories, personal
yellow pages, etc.

Attract external hires with the opportunities and
projects that only the “first truly European Bank” can
offer.

Bonus programs to incentivize both own and cross
boundary cooperation success.

Create blog-like communication tools and peer group
networking to help foster communities and bridge
distance.

Make networking for all employees a key to better
cooperation across boundaries in the bank.

Conduct regular face to face meetings of sufficient fre-
quency and length to foster development of personal
rapport and trust.

The second dilemma was about the different ways meetings
are held and decisions made:

The Italian executives reach decisions by ante-
chambering before meetings and the non-Italians
often feel excluded from this very subtle and inti-
mate decision-making culture. Italian executives
expect meetings to maintain the pre-decision
consensus.

The Austrian and German executives prepare
for meetings with agendas and detailed docu-
ments distributed to participants for pre-meeting
consideration. They expect to discuss the decision
options during meetings and for agreement to be
reached in meeting.
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Many comments were added about the post-
meeting implementation process. Italian execu-
tives expect decisions to leave them a degree of
freedom in implementation. Austrian and German
executives want clear decisions with specific well-
defined actions. Germans will institute the solu-
tions whilst Austrians will instead find another
solution they like more and implement that!

This dilemma was mapped as shown in figure 2.14 by some
selected groups.

Further follow-up meetings with the initial 60 inter-
viewees led to reconciliations within the following actions:

1. Describe the dilemma: deciding before or during meeting
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Figure 2.14 Unicredit meeting culture dilemma map
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e Find volunteers who are willing to make the implicit
communication rules explicit for each culture.

® Propose a reconciliation of styles that improves the
speed and quality of decision making and then have the
management committee modify and approve it.

e Communicate the results.

e Create learning opportunities to acquire the skills for
communicating in the cross-cultural communication
style.

e Access local support offered by co-facilitators from dif-
ferent cultures.

Another example of how the success of an organization
depends upon the reconciliation of different value orienta-
tions is provided by the leadership principle upon which the
legacy Linde and BOC cultures based their delegation and
accountability.

Through our OVP diagnostic we had found that Linde
was a typically German “Eiffel Tower” culture that embod-
ied the principle: “Vertrauen ist Gut aber Kontrolle ist
besser,” an expression often attributed to Lenin. On the
other hand the “Guided Missile” culture of BOC was gener-
ally led through delegation and management by objectives.
Obviously both orientations (top-down and bottom-up)
had their advantages and disadvantages as shown in the
following dilemma illustrated with cartoons in figure 2.15.

Working with this at the very top level of the Linde
organization led to the value “empowering people.” But
look at the additional text that was added to this attractive
value. It shows they really understand that a value is not a
thing but a process in search of its opposite.

It is best captured by the supporting text: “People are
given the space to contribute and grow.”

Why this value?
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Dilemma - Tog-Down versus Bottom-Up

-

Ever groater knowiedge of ever
wore encaplions] activities

Everlasting
debates about
centralization vs.
decentralization

Overcentralization.
The Kremlin Rules

Centralizing information into knowledge

Adbocracy run wild

Degree of autonomous activty T

Figure 2.15 Linde BOC cultures dilemma

e Our people create our success.

e We believe that capable and responsible people can
make a difference.

e We trust our people and believe in empowering indi-
viduals and teams to do the right thing.

Key supporting values:
e Accountability, trust and transparency.
Behaviors:

e We agree to clear goals and hold people accountable.

e We define boundaries but give people space for taking
the initiative, learning and personal fulfillment.

*  We encourage entrepreneurship.

e We stand up for what we believe in and do the right
thing.
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We support the development of people and coach peo-

ple for success.

We each personally behave in ways consistent with our
foundational principles of safety, integrity, sustainabil-

ity and respect.

We reject:

So,
trust with clear goals. That makes it integrative and it works

Bullying, fear and micromanaging.

for Linde, empowering comes with accountability—

very well in this highly successful organization.

Values giving life to purpose and mission

Having checked their values against their vision and found-

ing principles, the Linde Group CEO, Dr Reitzle, said:

September 6, 2006, marked the beginning of a new
era for our company: the birth of the Linde Group.
The merger of Linde and BOC created a leading
global gases and engineering player with a strong
position in all markets and core areas of expertise
worldwide. . . .

We have the ability to make even greater dif-
ferences to the world through innovative solutions
in areas such as clean energy, energy efficiency,
safer and healthier food processing and distribu-
tion, waste-water treatment, environmental pro-
tection and health care. We will be relentless in
our search for new technologies, applications and
services in these and other areas for the benefit of
mankind and our planet. . . .
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Our vision gives us identity about what we are
as a group, and focuses our energy on the direction
that we move in and what we want to achieve.

Our core values and foundational principles
provide a framework that belps to guide our deci-
sions and actions. They influence the way we
behave and interact with one another. They guide
the way we deal with customers. They set stan-
dards for engaging with other stakeholders. They
affect the way we are viewed, as individuals and
groups, both inside and outside the organization.

Many hundreds of employees have had the
opportunity to participate in the identification of
our core values and foundational principles. Many
different views and perspectives have emerged;
however, there have been some core key values
that people have consistently agreed and identified
with. Linde people around the world agree that
these are the values and principles we should all
live by.

Organizational values as extensions of personal values

In some cases the original organizations have so many dif-
ferent histories and so many vested interests that it is best to
work from a clean slate. Rather then brainstorming about
what existing values would best fit the NEWCO, we often
advise the joint top leadership to respond to our Personal
Value Profiler. The PVP elicits the personal values of the
leadership and compares them to an initial set of values they
individually believe are appropriate for the organization.
Ideally there should be a match between the two of course—
and there usually is. Presumably that is why they are with
the organization in the first place!
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In this way the PVP validates the OVP and the core val-
ues that are defined. In some cases it is most effective to begin
with the leader’s values and work from there. An example of
this approach is provided in our work with the Campofrio
Group. In the beginning the group had consisted of many
independently operating organizations across Europe. They
began to define top down what their values should be:

Our defining values as a company will revolve on
a winning culture that is based on:

®  Our quick responsiveness to customers’ and consum-
ers’ needs.

®  Our adherence to quality and trustworthiness.

®  Our being focused on action and speed.

It was quite clear that people felt uncomfortable at the first
joint meeting of country heads with the European manage-
ment team. Firstly it was just the very top management that
had defined the core values, and secondly they were seen as
too generic. Despite that, they played an important role in
stimulating further discussion.

The responses we obtained from our PVP showed the
rank-order of personal values, as shown in table 2.5.

We clustered these according to the OVP as a means
of deriving some conceptual structure. It was positive to
see that the values were nicely distributed across the 12
segments of our extended corporate culture OVP model.
So customer-orientation, flexibility, open-mindedness
and entrepreneuship loaded the three segments of the
“Incubator.” Reliability, consistency and efficiency loaded
the “Eiffel Tower” segments. Decisiveness, focus, perform-
ance, achievement and result orientation were helping the
“Guided Missile” to get going and, finally, trust, commit-
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Table 2.5 Campofrio PVP results

Customer-oriented
Reliable
Flexibile
Decisive
Efficient
Entrepeneurial
Performance driven
Risk-taking
Achievement
Innovative
Result-oriented
Trusting

Open minded
Straightforward
Committed
Consistent
Encouraging
Energetic
Focused

Loyal
Team-oriented
Transparent

NN WWDRRMDADAOGOo o IO

ment, team-orientation and loyalty suited the three seg-
ments of the “Family Culture.”

From this point we discussed what values would best
summarize the essence of the NEWCO, reconciling the
business dilemmas and the personal values of its leadership.
Gradually, the following credo was agreed on.

Commitment sustained with passion and tal-
ent allows us to deliver the best of ourselves and
command the respect of all of our stakeholders.
Commitment is demonstrated day to day in each
decision and each action creating an environment
that fosters achievement. Commitment is an atti-
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tude that guides us and allows us to responsibly
fulfill our role in the company. Commitment is the
cornerstone of our success.

Relationships are the foundation of our business.
Relationships with each and every one of our stake-
holders and the community at large are built over
time and are our most valuable asset. Relation-
ships that are respectful and sincere drive loyalty
to our company by consumers, clients, suppliers
and employees. Relationships and teamwork that
build on each partner’s strengths are paramount
for creating new opportunities to improve our
business and sustain growth.

Entrepreneurship at all levels will make us more
creative, quicker off the mark, and bolder. Entre-
preneurship means taking initiatives in the relent-
less pursuit of excellence while respecting the
established corporate objectives. Entrepreneur-
ship is expected from each member of the company
and provides us with first-to-market opportunities
that energize our reputation and inspire the indus-
try. Entrepreneurship is an attitude that defies the
status quo and when large corporations act like
small businesses the returns are immeasurable.

Diversity leads to creativity and the development
of groundbreaking ideas. Diversity is a treasure
that should be nurtured and leveraged in every dis-
cipline to accommodate different viewpoints and
practices. Diversity allows us to think outside of
the box and to select and implement the ideas that
will provide us with a competitive edge and sus-
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tained growth over time. Diversity gives employ-
ees ownership of our successes. Diversity drives

leadership.

One team, one vision, one mission

The end result was very inclusive and reflected all the
participants reconciling business and personal needs. The
discussion centerd on what the new Campofrio Group was
sharing rather than all the differences that made up the
organization from the outset.

Exploring the core values of the organization
through metaphors

We sometimes use metaphors to explore an organization’s
core values. In this process we ask leaders and managers to
think about their organization and then name a car brand,
an animal, a football team and/or a movie star that in some
way encapsulates or reflects the essence of the company. In
fact we ask them about metaphors that describe both the
current state of their (legacy) organization and metaphors
that describe the ideal state once they have merged.

An example outcome of this exercise is presented in
figure 2.16, concerning the merging of a French and a Dutch
organization.

Metaphors suggest different PATTERNS of RELA-
TIONSHIPS. The beauty of metaphors in this methodol-
ogy is that they stimulate the participants to detach from
their current reality and come up with a coherent analogue.
This approach enables people to conceptualize issues in a
risk-free and depersonalized format and provides valuable
insights into what people are thinking and what they believe
(figure 2.17 on page 97).
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Corporate Identity—Car Metaphor

Current Ideal Why?

Audi A5 Volvo XC 90 I think in general we are quite well equipped for our task.
Work with dedicated teams and do have good teams in
general

Volvo Toyota Safe, structurally sound, boring and not very trendy,
slow toreact, i.e., like a tank

A bus a four wheel car With a lot of different people in it, having different
destinations

Renault some Japanese brand (don't Pretty national, somehow traditional brand

ask which one, I'm a woman ;))

Toyota on hybrid Toyota Mass brand which appeals to a lot of people. Good

gasoline quality sometimes perceived as too expensive (hence
gasoline)

Logane Toyota Prius (hybrid) Good value for money—acceptable quality for low cost.
Diversified range of products—optimize and simplify
the requirements.

Figure 2.16 Metaphors 1

A metaphor has been defined as the LIKENESS of UNLIKE
characteristics. Hence SNOW is LIKE a blanket. Snow is
also UNLIKE a blanket.

The word comes from meta, meaning “above” and
phor, meaning “description.” Hence, it is “above descrip-
tions.” We can think of it as a BRIDGE between, for
instance, STRATEGY and our capacity to REFLECT on
strategy. Metaphors can STAND IN for what you are trying
to invent, e.g., aluminium cans stood in for Canon’s dispos-
able drums for home copiers. The team was holding beer
cans in their hands as it occurred to them. A paint company,
whose paint sheeted off smooth walls when dry, imagined
themselves to be mountaineers on a vertical cliff face, hack-
ing into the rock to get footholds.




Current Organization—Animal Metaphor

Ideal Organization

Animal Description Animal Description
Octopus Intelligent species that survived in mutations A racehorse Well focused, speed, passion to win.
over many, many years—but with a heavy
head in the center controlling what its Dolphin Agile, flexible, fast, good orientation,
tentacles are doing. good communication, living in groups
but enough space for some
Hippo Big, robust, but a little sedate. individualism.
Antelope Running around in panic, not really sure Lion Powerful, fast and swift, but also lying in
where to and why. the sun, looking around, being calm and
thoughtful, i.e,, notactive all the time,
An octopus which Diversity, agility, constant change. but when active, very focused.
grows from octo to
nona or decapus or Leopard Out to win and profit on everything it
more and the arms are does. Fast, successful hunter, adapts
constantly moving rather quickly to changing
circumstances. Although not the
(Fat) Elephant Powerful, well known, respectable, solid, and biggest animal around very well
robust institution. respected by others. Works in win-win
animal networks as well as alone.
Elephant with tiger Solid, technical, a little bit slow, with good -
mind image and willing to be more aggressive. Fox Smart. Capable. Focus on the family.
Highly adaptable. Willing to hunt.
A zoo?

We are not one
animal, we are many
different types

We arestill a collection of different
organizations not yet quite integrated.
However, thereisalso a great strength in

our diversity (especially as we represent the
diversity of our customers) if we can harness it.

A crossing of lions
and termites

The organized hunting of lions in
line with the high social skills and
willingness to work of termites.

A snake which is in
the middle of the
process of changing
its skin

Changing the skinis a process linked to
growing-up and to evolving to the “next
stage.” This process can take time, can even
be painful and can, for the time it takes, slow
down the ability to react to the challenges of
the environment.

Figure 2.17 Metaphors 2

An eagle Dominating the airspace, flying high but
relaxed, always focused and ready to
hit when the prey is worth the effort.

A hawk The hawk can see targets fromalong

distance, and can move fast towards
them. It can selectits speed and altitude
and easily overcome natural barriers. It
does not have to fear natural enemiesin
itsenvironment.
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The organization of core values

Core values constitute a guiding value framework. There-
fore, limiting the number of core values increases trans-
parency and simplifies the creation of the “value driven
organization.” We generally suggest reducing the list to a
maximum of four. Importantly, the core values will need
translating into effective behavioral values (desired behav-
ior). Subsequently they can be communicated and imple-
mented in the day-to-day business, systems and processes.

We want to stress that there is no priority in these
values—all are important to the daily running of the busi-
ness, whether it is in a meeting, while making a leadership
decision, while dealing with employees individually or in a
group, even in dealing with vendors, customers, and share-
holders. The selected core values need to be the underlying
theme of all communication and action, encapsulating the
company’s cultural essence in support of the strategic busi-
ness case.

Translating values into behaviors

Here we begin to translate values into day-to-day practice
by identifying the behaviors that express and embody the
values. This includes:

1 Giving direction to acceptable and unacceptable
behaviors;

2 Imagining the future;

3 Making crucial decisions.

While the OVP, PVP and IAP focus on diagnosing the
main differences between the key parties and individuals
involved, this step focuses on what the newly created orga-
nization needs to share. It revisits the complete overview of
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the dilemmas that need to be addressed, both in terms of
business and culture, in order to create a sustainable high
performance culture in the post-merger process.

As we said earlier, the “value” of a “shared value” is
in the degree to which it helps to reconcile the basic busi-
ness and cultural dilemmas the organization is facing whilst
integrating towards NEWCO.

So what does the combined organization consider to be
of value? The definition of an organization’s core values is
based on what drives us and what binds us. Core values are
the timeless tenets of an organization. Together with its key
purpose it reflects what the organization stands for and tells
this story to the outside world.

Process and tools for translating values into behaviors
(V2B): “The Integrity Charter”

This is the process of defining desirable and undesirable
behaviors. The end product can be expressed as a “Charter
of Behavior.” The objective is to improve common under-
standing, trust, communication, cooperation and effec-
tiveness in a team. It also initiates actions in the team and
individual team members that help in “living” the behaviors
in the charter.

Two basic processes to define or fine-tune the core val-
ues of the newly established organization can be used:

1 It is important to have started with the leadership
group and their direct reports in a dilemma reconcilia-
tion workshop in which the basic business and cultural
dilemmas are reconciled through a series of parallel
dilemma reconciliation processes (DRP) as described
earlier. This allows us to begin selecting the shared val-
ues and behaviors that support the DRP.
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2 After the first selection of shared (core) values has been
made, a value-to-behavior (V2B) workshop needs
to be run. Again, we begin with the leadership group
(highest level of intact group). The Values to Behavior
(V2B) process uses the organizations’ core values to
re-establish trust and improve communication within
and between teams, thus improving daily cooperation
and performance.

The process consists of several steps, beginning with the cre-
ation of a “Charter of Behavior” and ending with actions for
better “living” these behaviors. The charter lists behaviors,
desirable as well as undesirable, that the team considers key
in the effective handling of the daily workload and the cre-
ation of a positive and constructive work environment.
Every core value is translated into desirable or unde-
sirable behaviors using a facilitating structured worksheet.
Teams discuss the individual statements, and then, again
individually, the statements are ranked before a final phase
of group evaluation. The whole process results in the selec-
tion of the most important core values for the leadership
team, selection of desirable and undesirable behaviors for
the team, and finally the production of a charter.
The following steps need to be followed:

e Select the first core value to “translate” and discuss
barriers.

e Individual team members complete the worksheet by
thinking of specific, concrete, observable behaviors.
Thus, “being trustworthy” is not concrete enough. Ask
how someone would show that they are trustworthy.
Such as: “When you promise something, do it!”

e Be willing to illustrate the behaviors you desire with a
recent example.

e Discuss what has been offered and share examples.
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e Facilitator/scribe: capture what is being said on a flip
chart.

e Select the second, third, fourth, etc. core value, address
any barriers, and repeat the process.

e Prioritize the statements on the flip charts with colored
stickers.

e Record with a photograph of the team.

e Create the Internal Charter of Behavior by collating the
dominant statements per core value (desirable and unde-
sirable behavior) as in the example in figure 2.18.

e Finally, practice what you preach by having a fun “Liv-
ing the Charter” session!

But don’t just put this in a filing cabinet or on a noticeboard.
You need to bring it to life by:

e Connecting whatis in the charter to the current business
challenges.

* Deciding on cascade-down actions to subordinate teams
so that everyone lives the charter.

e Deciding on candidates for external exchange sessions.

* Deciding on the needs for dilemma reconciliation and
intervention.

® Deciding on a scheme for monitoring and measuring
behavior improvement.

* Assessing leadership support requirements.

e Determining internal communication requirements.

e Identifying what other support/actions are needed to
secure momentum.

V2B uses the energy released by values that are genuinely
shared within the organization, such as the core values that
capture what the organization stands for. Typically core
values reflect what binds and connects those working for
the organization and are part and parcel of the corporate



Internal Charter of Behavior

What the Members of the Management Board Expect from Each Other
SHARING (to address the general lack of time and lack of support to prepare properly)

Supporting values Observable behavior

Transparency DESIRABLE: | want you to... UNDESIRABLE: | don’t want you to...
Openness 1. Exchange opinions and values 1. Make promises you cannot keep

Relevance 2. Visibly enjoy work 2. Take things too personally

Clarity 3. React to what | say 3. Make me believe that you can do everything at once

4. Respect non-property people and show it

4. Act with no respect for the past

5. Overwhelm me (leave me room)

PREDICTABLE (to address the need for more trust)

Supporting values

Observable

behavior

DESIRABLE: | want you to...

UNDESIRABLE: | don’t want you to...

Trust

Responsible behavior 1. Anticipate developments and share your vision

1. Tell different stories to different people

Sense of humor 2. Show respect for my solution by reacting: positively or negatively

2. Keep putting p e on peopl

Accountability 3. Be open in all aspects of the subject matter

3. Let yourself be taken by surprise

4."Live”a decision

4. Put the blame elsewhere

5. Be complacent

TEAM PLAY (to address differences in objectives and the need for respect)

Supporting values

_ _Observable behavior

DESIRABLE: | want you to...

UNDESIRABLE: | don’t want you to...

Mutual Respect

Assistance and help 1. State what you really think

1. Criticize team members

2. Support knesses and strengths

2. Attack rather than reconcile

Inspired engagement

3. Beinterested in me and show it

3. Keep your cards close to the chest

4. Show empathy

5. Be relaxed

IMPROVEMENT (to address too much functionality—silo behavior—and “years of experience” mentality)

Supporting values Observable behavior

Creativity DESIRABLE: | want you to... UNDESIRABLE: | don’t want you to...
Pro-activity 1. Focus on high impact items 1. Postpone tough decisions

Benchmarking 2. Share networks 2. Spend too much time on details

Creating win-wins 3. Develop a vision of where to go

3. Lose time on unrealistic deals

4."Manage” two levels down

4. Hire consultants

5. Coach your staff

Figure 2.18 Sample Internal Charter of Behavior
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identity. However, they often fail to energize management
and employees. Why is this? The answer is because core
values are often too abstract to give guidance in real life
situations. Values need to be interpreted or translated for
their relevance in daily work. This is what is happening in
the V2B process, and this is why the charter is important in
bringing it all to life.

V2B builds on the powerful centuries-old adage “Do
unto others as you would have others do unto you.” Ina V2B
workshop, participants explore the behavior they expect from
each other. From this they then jointly create an Internal Char-
ter capturing a limited number of observable desirable and
undesirable behaviors for further embedding and “living.”

Where cooperation between two teams needs improve-
ment a so-called external V2B process is needed. Here both
teams create an External Charter, capturing the behaviors
each team expects from the other (e.g., suppliers or another
department). After exchanging and explaining the External
Charters, both teams will create an action program to better
“live” the desirable behaviors.

Intact teams

This process is designed for intact teams (maximum rec-
ommended size 20) because it helps to operationalize the
translation process into relevant behaviors that help the
team perform better. An “intact team” can be defined as any
group with common tasks and common culture at any level
in the organization. Another reason for working through
this V2B process with intact teams is that the team mem-
bers can monitor whether the actual behaviors are indeed
expressed. For example, it can be useful to have one mem-
ber of the team checking the behavior within meetings and
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devoting some time at the end of the meeting to offering
constructive feedback. Members can rotate this role.

A complex but wonderful example of how values that
appear abstractcan be translated into behaviors was worked
through between the consultants of PI and OL. Recall that
the core values that they agreed for PIOL were:

e Striving for teamwork that consists of creative
individuals;

e Striving for local learning so that it can be rolled out
globally;

e Striving to continuously develop leading edge products
and services that serve client needs;

e Striving to develop shareholder value to further develop
people.

We asked them the questions:

Q1 What could my colleague do that would lead me to truly
and spontaneously say:
“This is really a good example of . . . (e.g.) striving for
teamwork that consists of creative individuals.”

Q2 What should my colleague not do?
“And what is the type of bebavior you would not do for
that same value?”

Q3 Can you illustrate your statement with examples?

Tables 2.6 through 2.9 show some examples of such a dia-
logue. We put all the ideas on paper and asked people to
distribute three votes each (the scores clearly indicate the
most popular suggestions).

Sessions for developing such charters typically take half
a day including discussion on implementation, especially
about how to monitor progress in the expression of behav-
iors. Individual team members can also be invited to suggest
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a particular behavior that they feel needs special attention.
These programs are very successful and are easily extended
and cascaded to support staff and mixed account teams for
larger clients. For PIOL, the process led to a new focus on
shared values and behaviors, and the legacy problems and
past ineffective behaviors were soon left behind.
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Table 2.6 Striving for teamwork that consists of creative individuals

+ Desirable

I would like youto . ..

— Undesirable
Ido not wantyouto...

Share my individual
ideas with the team

- Always go to clients
with colleague

- Paraphrase what
others are saying to
check understanding

Be proactive

Not agree on product
innovations that are
not “Orange”

Bring solutions, not
problems

Explore new
solutions together

Divergent thinking

Challenge each
other constructively
- Open positive
communication
Be persistent/Do not

take “no” for an
answer

Do big thinks + think
big

Actively participate in
an authentic way

Show guts and ask
team to become
safety net

Be supportive of ideas

Keep information for a few selected
people only

Avoid responsibility
Hide behind my back

Cover your back all the time

Make yourself bigger than the
company

» <

Say “we cannot do it,” “we tried it
before, but it didn’t work!”

Focus on individual problems/small
stuff

Become complacent with individual
success

Take things for granted: delegate
without checking

Surround yourself with people who
tell you what they think you would
like to hear

Only raise problems without solutions

Follow each other like lemmings
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Table 2.7 Striving for local learning so that it can be rolled out globally

+ Desirable
I would like youto . . .

— Undesirable
I do not wantyouto...

Avoid unnecessary
complication

Share major problems,
challenges and worries

Be available to all, not just
management and the press

Communicate regularly and
relentlessly to people outside
your local team

Invest time in people and
building trust

Give the “flowers” to the
others

Be fair in judgments about
non-members of your direct
team, even when they are
negative

Proactively approach people

Solicit opinions/actively seek
new ideas

Check understanding by

paraphrasing and opening up
communication channels

Say “yes,” think “no”

Talk about dissatisfaction with
everybody but me

Exhibit passive/hidden
resistance

Hide behind local policy

Be sensitive to “brown-nosing”
Create barriers to access

Misuse hierarchy/reliance on
hierarchy as a filter

Practice politics

Use only email communication
to avoid dialogue

Close your door (managing by
walking around)
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Table 2.8 Striving to continuously develop leading edge products and services that

serve client needs

+ Desirable
I would like youto . . .

— Undesirable
Idonotwantyouto...

Strive for excellent/quality
performance every time and

find out through feedback

Focus on solutions that
delight the client

First think then execute

Deliver what has been
promised

Always think about client
first

Co-produce as much as
possible with client

Focus/maintain your aim

Give actionable feedback
Be specific about expectations

Have sense of urgency, don’t
procrastinate or go for the
perfect service

Ask for a direct, honest
explanation by client

Be sloppy

Find reasons/excuses that
things won’t work

Always have an
excuse—blame!

Cover up mistakes (lack of
ownership)

Not deliver what has been
promised

Focus on short-term success
to please client

Slowly execute to be perfect

Avoid responsibility for the
process or the idea

Switch subjects

Disrespect feedback from
client

Go for the quick buck
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Table 2.9 Striving to develop shareholder value to further develop people

+ Desirable — Undesirable

I would like youto . . . I do not wantyouto. ..

Deliver on promises Just learn without 5
application

Take responsibility for own Have a hidden agenda

actions and income

Talk openly and truthfully Find reasons/excuses for

(walk the talk) things going wrong

Focus on customer needs Avoid issues 1

and shareholders—start the

“thinking” from the customer

but make it profitable

Learn to earn Just learn individually 7
without application

Develop new products with a Think only about the next

business plan quarterly results

Experiment with new Have turnover for the sake 2

products of turnover

Be selective in the type of Participate in gossip and 2

turnover (quality only)

rumor
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Step 5: The business case for integration

This final step in Phase A is aimed at keeping everyone
on course and moving in the same direction. At this stage
the leadership team has enough information to develop a
detailed implementation program.

e They have customized this communication so it aligns
with the key drivers of the total population.

e They have a clear sense of collective direction, vision
and mission.

e Theyknow thecorevalues, principles and (key) purpose.

e They have a set of behaviors and drivers that guide their
day-to-day decision making and actions.

Before implementing a process of whole-system integration
involving culture change, it is vital that the CEO and the
Board have indentified and clarified the compelling rea-
sons for the integration. A convincing link must be made
between the performance issues and the cultural issues. The
CEO and his or her team should present a clear story line
so the reasons for the whole-system integration and change
effort are clearly understood and supported by the execu-
tive and employee populations.

And this goes beyond just improving current perform-
ance; it is more about how they can position themselves
to take advantage of value differences and build long-term
resilience and sustainability.

In summary, after the previous steps, the following will
have been made clear:

e A clearly defined joint visionary framework and
purpose.

e The cultural and value differences and similarities on
personal, team and organizational levels.
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e The main business and cultural dilemmas that need to
be reconciled.

e The main core values and behaviors that will enable the
reconciliations to be successful.

These are all the ingredients necessary to develop the second
phase of the implementation of NEWCQO?s strategy, the key
objectives, and KPIs (key performance indicators).
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PHASE B: DEVELOPING
IMPLEMENTATION STRATEGY
THROUGH OBJECTIVES

AND KPIs

The focus now shifts to planning the implementation strat-
egy and its key performance indicators (KPIs) in order to
realize the business benefits of the merger/alliance. This sec-
ond phase consists of two basic steps and begins to apply the
results of the diagnosis and analysis undertaken in Phase A:

Step 6 Survey of key drivers
Step 7 Develop implementation through objectives
and key performance indicators (KPIs)

Step 6: Survey of key drivers

Organizational identity renewal requires the reconciliation
of divergent goals, values, and structural, functional and
cultural differences. Our approach is to synthesize strategy,
structure, operations, people, and culture into a single inte-
grated whole which also includes the economic, social and
cultural context in which the new organization functions.
Taking the perspective of the company as a whole, we seek
to identify how these elements can be aligned and reconciled
to generate maximum performance.

113
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It is necessary to validate the key drivers for the follow-
ing reasons:

e To customize the design of the communications sur-
rounding the integration process, particularly the com-
pelling reason for change.

® To customize the methodology and content of the cul-
tural integration process.

e To provide executives and managers with personal feed-
back for coaching purposes.

By validation, we mean that the drivers should be objec-
tively assessed rather than simply assumed. But there is a
motivation through participation aspect as well. We use the
process of validating a key purpose and its core values to
align all participants in the process.

Process and tools

It is important that the leadership team validates the BHAG
(big, hairy, audacious goal) and fundamental reason for
being or key purpose because this will give the core values
a context. Because the “key purpose” needs to serve as a
guiding star on the horizon, which the organization will
ever pursue but never reach, it needs to be co-produced with
the involvement of as many participants as possible, rather
than just superimposed from the top. Purpose and values
are what guide, inspire and give meaning to all the work
being done within the integrated organization, so they need
to come from all involved.

Once the key purpose statement has been drafted by
the very top executives, it needs to be validated by the layers
below. It should be easily understood and open to enrich-
ment through constructive criticism.
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As an example, Geodis Wilson proposed the following
to its top 200 meeting;:

Geodis Wilson is recognized as the best freight
management service provider by customers, sup-
pliers and employees.

Your reaction: What is good?

Your reaction: What should be changed to improve
the BHAG?

Deliver cutting edge integrated freight man-
agement solutions to our customers and excel in
our care for information, innovation and consulta-
tion for them to be best in class.

Your reaction: What is good?

Your reaction: What should be changed to improve
the key purpose?

This led to a lively, highly participative and dynamic session
in which people took ownership of the process.

Comparisons of the Organization Value Profiler (OVP) and
Personal Values Profiler (PVP)

As explained earlier, the OVP provides an overview of both
the current and ideal dominant values of the organization
and maps the major differences between the organizations
involved on those orientations. In contrast, the PVP gives an
overview of the dominant personal values of the leadership
of the organization. Tensions between these are a potential
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source of cultural inertia. In the modern workplace, it is
essential to reconcile what matters for the organization and
what matters for the employees.

Any such tensions must be analyzed and key drivers
selected to close these gaps between current and ideal and
between personal and organizational values. Cultural iner-
tia needs to be reconciled at each level (leaders’ personal
values and organizational values) as well as between levels
(what leaders value and what middle management values).

After this analysis the leadership must make a decision
as to what the key drivers for the integration process are.
These key drivers could be in functional areas like HR, mar-
keting or even finance and the way these areas relate with
each other.

Coaching of key players

It is important to connect key players in terms of their indi-
vidual roles to the changes being promoted across the orga-
nization. In addition to more generic communication and
participation in workshops and/or web-based activities,
some selected key players may benefit from more personal
counseling and coaching. Not only does this help them to
sustain their own motivation and meet their goals, but it
also contributes to the total change process through syn-
ergy. We use an approach based the ideas of Marshall Gold-
smith and Pieter ter Kuile. Their method is as simple as it is
powerful. Just ask people to reflect on what to stop, start,
and continue in their behaviors.!

1 Goldsmith, M. “What got you here won't get you there,” in Stop en nu
verder, 2009.
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Step 7: Develop implementation
through objectives and key performance
indicators (KPls)

At this point the CEO and top leadership teams have suf-
ficient information to develop a detailed implementation
program. They have the compelling business reasons for
the integration program; they have customized its commu-
nication and key drivers for the executive and employee
population; they have a clear sense of collective direction—
the vision, mission and purpose; they know the shared core
values and behaviors to which they aspire; and they have a
clear picture of where the parties currently are.

It is of vital importance to set targets for the integration
process in performance, cultural and leadership improve-
ments and capture them in a number of indicators. However,
we go beyond “balanced scorecards” because, following
the logic of our total process as described throughout this
book, “balance” implies that if you have more of one, you
have less of the other. That is not very fruitful when try-
ing to get synergies between organizations. The benefit of
reconciliation lies in integrating differences and connecting
points of view. So we base performance indicators on our
“integrated scorecard” in which we develop “key reconcil-
ing indicators” (KRIs) rather than simple KPIs. Monitoring
change through KRIs takes the benefits of reconciliation
right through to the final achievement of a hyper-culture
and mindset change.

There are three types of indicators: “causal” indicators,
“output” indicators that relate directly to performance, and
“outcome” indicators that relate to end results.
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“Causal” indicators

These are targets set for values and behavior improve-
ment. Success would be reflected in a balanced OVP profile
of NEWCO displaying a full complement of 12 segments
showing that all the key dilemmas were reconciled leading
to high performance. Similarly, measures at the individual
level of the leadership would show improvement.

We often use the PVP and OVP for monitoring progress
on the behavioral and value levels and do half-yearly scans
to check for decrease in cultural inertia. The output of the
V2B charters (as discussed in Step 5) are also taken as a ref-
erence point to see whether the intact teams and their indi-
vidual members are making progress on “causal” indicators
that relate to values and behaviors

On the individual level it is very important that the
appraisal process reinforces the desired shared values and
behaviors. It should be much more than just checking the
completion of previously agreed-on deliverables as in con-
ventional project management because this lacks the behav-
ioral component.

In this process the superior should also check whether
the individual has lived his or her corporate activities
according to the espoused values and behaviors. In more
comprehensive approaches this could be linked to the team
feedback on how the V2B process has been lived by the
individual.

In our “Beauty” case we observed that PIOL was
stimulated in its integration process by introducing an inte-
grated scorecard. How else can it be done if the values are
to be integral? It all started with a workshop where the full
organization of approximately 50 people gathered. The fol-
lowing process was initiated:
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Recall their values:

Striving for teamwork that consists of creative
individuals;

Striving for local learning so that it can be rolled out
globally;

Striving to continuously develop leading edge products
and services that serve client needs;

Striving to develop shareholder value to further develop
people.

Assessing whether these values are being lived cannot be
achieved using a method based on a linear scale. The follow-
ing rhetorical questions, appropriate to the above values,
serve to illustrate what needs to be assessed.

Question 1: What are the supporting values helping to
reconcile teamwork-creative individuals?

Question 2: What are the key reconciling indicators that
help us say: this is clear evidence for progress?
Question 3: What are the key behaviors that can help us
say: this is clear evidence for this value?

Looking at the second question:

First, what is a key reconciling indicator? It is a behav-

ioral output that indicates that you have lived the value.
And it can’t be specific enough; if possible it should be quan-
tifiable or at least benchmarked. For example, on the first
value a KRI was based on their invoices:

What is the percentage of your individual contributions
on all invoices now compared to other consultants on
the team? And what will it be next year?
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And one on information sharing indicators:

e How many times have you given internal seminars/
joint presentations to other consultants so they can take
advantage of your newly developed materials?

On the local-global orientation the following KRIs were
formulated:

e How many concrete examples can you give where a best
consulting practice was communicated and used in the
global network?

e What global offerings have you applied in the local mar-
ket and how?

On the push and pull dilemma, the following KRIs were
designed:

e What concrete examples of co-developed services with
the client can you report?

e How many times were you asked for straight feedback
by the client and adapted the service accordingly?

On shareholder value versus developing people, the follow-
ing suggestions were adopted:

e What concrete and specific examples are there where
the learning process has led to an actual increase in turn-
over and therefore profitability?

e What consulting or training processes were used to
develop junior consultants?
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The benefit of this approach lies in integrating the strengths
of the different PI and OL consultants to create joint suc-
cess. After the workshop, the process was installed on our
web server to provide online access for the individual use of
consultants and their superiors. The screenshots shown in
figures 2.19 and 2.20 tell the story.

In this first screenshot we see that the individual con-
sultant can score himself or herself on a dilemma grid,
indicating previous (lower left) and current (upper right)
positions.

The next screenshot shows how the key measures (or
KRIs) are stored in an online database for retrieval at a later
stage to check progress. This internet supported process pro-
vides the scope to update the KRIs and also indicates how
the organizational leadership can help in making progress.

I need to develop my
own client base and
my own specialist
expertise )

Please ‘click’ appropriate
square on the grid to
indicate your position

6 months ago on this
dilemma and then the
current position that you
have achieved...

@ click on grid records
PREVIOUS position

O click on grid records
CURRENT position

I need to share my knowledge and experiences
of my clients and learning with others

Figure 2.19 PIOL workshop 1
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Q1. In the form, under Key Reconciling Indicators, indicate the three key measures
you had set yourself 6 months ago as evidence for the progress you had intended
with this dilemma. Then describe the actual progress that you have made on each
in the last 6 months (and/or the difficulties/problems you had that constrained your
progress/development).

Key Reconciling Indicators Evidence of Progress (and/or problems)
(as previously conceived by you)

KRI 1:

KRI 2:

KRI 3:

Figure 2.20 PIOL workshop 2

“Output” indicators

We define output targets as indicators of performance
improvement in areas such as productivity, efficiency, inno-
vation, and employee and customer satisfaction. These
measures need to be aligned with the ongoing monitoring
in the organization.

Adaptors versus Innovators: a way to integrate
When a large US-based pharmaceutical firm bought a
much smaller Danish pharmaceutical outlet predominantly
because of their highly innovative culture the US buyer
insisted on pure interventions in the development of staff
professional attitude competencies. The US firm had experi-
ence of using the classic Innovator-Adaptor style inventory
of Kirton, and we were asked to build on that positive expe-
rience and see whether there were significant Kirton profiles
amongst Danish and American professionals.

Kirton’s KAI*> measures individual styles of problem
definition and solving. Style, in this case, refers to an adap-

2 Kirton, M.J. (ed.) Adaptors and Innovators: styles of creativity and
problem solving, New York: Routledge, 1994.
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tive, building or analogic problem-solving style versus an
innovative or pioneering style. Jack Hipple’s summary of
the two groups, and how each group is viewed by its oppo-
sites, is shown in table 2.10.3

Kirton noted that some professionals were able to initiate
change that improved the current system, but were unable
to identify opportunities outside the framework of the
system.* Kirton calls this style “adaptive.” Other manag-

Table 2.10 Characteristics of Adaptors and Innovators

Adaptor

Innovator

Efficient, thorough, adaptable,
methodical, organized, precise,
reliable, dependable

Accepts problem definition
Does things better

Concerned with resolving
problems rather than finding
them

Seeks solutions to problems in
tried and understood ways

Reduces problems by
improvement and greater
efficiency, while aiming at
continuity and stability

Seems impervious to boredom;
able to maintain high accuracy
in long spells of detailed work

Is an authority within
established structures

Ingenious, original, independent,
unconventional

Challenges problem definition
Does things differently

Discovers problems and avenues
for their solutions

Manipulates problems by
questioning existing assumptions

Is a catalyst in unsettled groups,
irreverent of their consensual views

Capable of routine work (system
maintenance) for only short bursts;
quick to delegate routine tasks

Tends to take control in
unstructured situations

3 Hipple, J.,, et al. “Can corporate innovation champions survive?”
Chemical Innovation Magazine, November 2001, vol. 31, no. 11, pp. 14-22.
4 Kirton, M.J. Management Initiative, London: Acton Society Trust, 1961.
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ers were good at generating ideas to lead to more radical
change, but failed to get their radical ideas accepted. Kirton
termed this style “innovative.” These observations gave rise
to Kirton’s hypothesis that there is a personality continuum
called adaptor-innovator, which offers two very different
approaches to change.’

The main weakness of Kirton’s assumptions perhaps
lies in their very succinctness and precision. One of the main
assumptions is that cognitive style, which underlies the KAI
instrument, is conceptually independent of cognitive capac-
ity, success, cognitive techniques and coping behavior. We
agree with this—but this all comes from an assumption that
Kirton makes more implicitly: that the adaptor style and the
innovator style are mutually exclusive. This is confirmed by
the presentation of the scores of the classic KAI instrument
as the scores on a balance, where a higher score on the adap-
tor side automatically results in a lower score on the inno-
vator side.® Much as with the Meyers-Briggs Type Indicator
(MBTT) the main focus is on the preferences that people have.

We asked some 250 managers from a variety of cultural
backgrounds (but predominantly American and Danish) to
complete our Integrated Type Indicator (ITI), which is a
dual axis extension to the classic MBTI. Thus we explore,
for example, how well a respondent can think as well as feel,
not whether he or she thinks OR feels. In the same way, we
extended the logic to produce a more complete version of
the classic Kirton KAL

We found that creative people move more effectively
between intuition and thinking, that innovators extrovertly
publish their introverted calculations and constantly learn
by oscillating between judging and perceiving, and finally

5 Kirton, M.J. “Adaptors and Innovators: a description of a measure,”
Journal of Applied Psychology 61, 1976, pp. 622-629.

6 Kirton, M.J. (ed.) Adaptors and Innovators: styles of creativity and
problem solving, New York: Routledge, 1994.



Phase B: Developing implementation strategy 125

check their feelings through thinking. An additional find-
ing is that culture often determines the extreme side that
respondents start from. We’re not saying that one culture is
more creative than another; only that their starting points
for looking at a problem are different.

An inability to combine opposing logics shows an
absence of creativity. So, instead of questions from Kirton’s
original KAI that are based on linear (Likert) scales, our
“integrated innovation indicator” asks questions in the fol-
lowing format:

Q1 Which of the following four options best describes
how you most frequently behave?

A) Iam efficient, thorough, adaptable, methodical, organ-
ized, precise, reliable and dependable. (5 score in inven-
tion, 0 score in adaptation, 0 score in innovation)

B) I am ingenious, original, independent, unconventional
and unpredictable. (0 score in invention, 5 score in
adaptation, 0 score in innovation)

C) Iamcontinuously checkinginan organized and method-
ical manner whether my original ideas work in practice.
(5 score in invention, 0 score in adaptation, 8 score in
innovation)

D) Iam methodical and organized first, to set the basis for
launching my unconventional ideas. (0 score in inven-
tion, 5 score in adaptation, 8 score in innovation)

This can also be shown graphically, as in figure 2.21.

Once we knew that the American professionals scored
significantly more B (78 %) and D (11 %), whilst the Danish
professionals scored significantly more A and C (which we
expected) we ran development programs to foster a profes-
sional style of A (54%) and C (28%), both leading to higher
innovation.
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Figure 2.21 Integrated innovation indicator graphic

We designed a training program which stimulated the
professionals across the legacy companies to reconcile their
(mostly R&D) dilemmas through a C or D mindset. Every
six months professionals had to complete the Integrated
Kirton Questionnaire (with four options), and this was vali-
dated by 360° peer review. This output indicator was taken
as one of the main measures of progress.

This case illustrates how the integration process can
be guided through the right intervention processes—here
the innovative mindset of the organization. From that point
we introduced the building of a culture of innovation by
integrating the dominant Danish Incubator culture with the
US Guided Missile culture through the intermediate Family
culture. In the first stage this meant that the Danish and US
operations worked on the following dilemmas:

e Leading participating employees vs. Respect for authority.
e Team spirit vs. Individual creativity.
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e Effectiveness of teams vs. Creation of cultural knowl-
edge about these teams.

e Lord, servant, or servant leader?

e How do we centralize lessons reaching us from decen-
tralized locations?

e Social learning vs. Technological learning.

Progress on the reconciliations of these dilemmas was moni-
tored with purpose-designed, online “outcome” indicators.

“Outcome” indicators

We define outcome targets as indicators of performance
improvement that are relevant for the newly created orga-
nization, such as market share and profitability. A very spe-
cific way of monitoring the “outcomes” is to rephrase the
business challenges as dilemmas and make specific KRIs for
the achievement of their reconciliations. The ongoing rec-
onciliations process and monitoring of its progress can be
implemented online. This is achieved through our Dilemma
Community OnLine (DCOL) and enables participants to
share reconciliations and offer inputs and critiques to dilem-
mas faced by other teams and business units. A hierarchical
password system controls which dilemmas can be accessed,
e.g., restricted to their own work team, their department,
functional area or organization as a whole. Examples are
shown in figures 2.22 through to 2.24.

We also provide an online forum and/or instant mes-
saging (“chat version”), allowing different groups to inter-
act and contribute to the reconciliations and have tutorial
contact with us, as shown in figure 2.25.
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Dilemma holder = Marie-Louise’s Boss

The Female Negotiator in Japan
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In the Danish-US pharmaceutical case much attention
was given to the reconciliation of the following three dilem-
mas (from a total of six):

—_

Team spirit vs. Individual creativity.

2 Leading participating employees vs. Respect for
authority.

3 Lord, servant, or servant leader?

We can interpret the first dilemma concerning individual
versus team with insight derived from the concept of Co-
Opetition: that the membership of teams must be diverse,
consisting of people whose values and endowments are
opposite, yet these teams must achieve a unity of purpose
and shared solutions. Once again, we have two polarized
extremes: the prima donnas facing up to the cooperative.

The effective leader can mold an effective team out of
creative individuals. In turn, the team is made accountable
for supporting the creative genius of individuals as they
strive to contribute their best to the team.

At NewPharmCo (figure 2.26), there was no problem
in finding enough individuals to generate ideas—especially
with the Danish onboard. The challenge was the “business
system” or community, which had to translate those ideas
into the reality of viable products and services. It was not
unusual for the American system to impede the realization
of good ideas.

The management team of NewPharmCo has made a
vital intervention. While ideas originate with individuals,
it is insufficient to then simply pass them down to subordi-
nates, who are inhibited in their criticism, for implementa-
tion. It required consultants to legitimize skepticism. It was
agreed that the originator of an idea must work with critics,
implementers and builders of working prototypes to help to
debug his/her idea, where necessary.
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»
»

Team Work

Figure 2.26 NewPharmCo graphic

The top team has seen that it is ineffective to give high
status to the idea (rather than to those who implement it).
This approach had led to defective ideas, disappointing
their backers. Conceptualization and realization are equally
important and the two must be reconciled. Ideas must be
tested to the point of either destruction or success. This cre-
ates the potential for producing a solution that has benefited
from diverse viewpoints, novel inputs, and quality that has
already cleared the hurdles of skepticism.

The problem with highly diverse, competing individu-
als is that they may behave like many prima donnas, singing
their own praises. The problem with unity and team spirit,
above all, is that diverse and novel inputs get squeezed out.
Reconciliation makes the goal so exciting and the process
of creating new shared realities so passionate and enjoyable
that diverse members overcome their differences and realize
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a unity-of-diversities, which makes the solution far more
valuable.

In order to stimulate this process of co-opetition a
reward system was designed where 50% of variable pay
was based on how good individuals were seen to be as team
players and 50% was paid to teams on the basis of what
they could demonstrate they had done to stimulate individ-
ual creativity. The graphic in figure 2.26 was used to remind
people in the organization of its importance.



PHASE C: REALIZING AND
ROOTING THE BENEFITS

After completion of all the preceding activities, we arrive at
the third and last phase. This is the rooting and realization
of the previous activities to develop systemic alignment and
value awareness. To reiterate, there are three steps in this
phase:

8 Systemic alignment

9 Value and cultural awareness programs

10 Continuous re-evaluation: monitoring change towards
the hyper-culture

Step 8: Systemic alignment

This part of the process is aimed at keeping everyone aligned.
At this stage the leadership team has enough information
to develop a detailed implementation program. They have
compelling reasons for the integration, they have custom-
ized this communication so it aligns with the key drivers
of the total population, and they have a clear sense of col-
lective direction, vision and mission; they know the core
values, principles and (key) purpose, and they have a set of

135
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behaviors that guide, their day-to-day decision making and
actions.

The challenge now is to help the CEO and leadership
team in making the vision, mission, values and behavior
permeate the culture/organization.

There are three major components to the integration
process in bringing about a shift in the individual and col-
lective behaviors of the executive population:

e Personal alignment;

e Group alignment and cohesion (values alignment and
mission alignment);

e Structural alignment.

The purpose of the personal alignment and group-cohesion
programs is to give the integration process a head start by
focusing on the alignment of values with the vision and mis-
sion of the top team and those who report to the top team
(top 100 or so). These executives will be the guardians of
the new hyper-culture.

Personal alignment

Having made a start in supporting the leadership team to
“walk the talk” with the V2B exercise, we can now align the
personal values of the larger executive population with the
core values of the new organization. The focus now shifts
to personal programs to support the executive population
in aligning their personal values with the (newly) defined
shared core values.

A personal alignment program (typically a two day
workshop) is usually run with intact teams, but the focus
is on the development of the individual. A variety of instru-
ments are used.
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Alongside the Personal Values Profiler (PVP) we use our
Intercultural Competence Profiler (ICP). The ICP enables
an organization to assess the current intercultural aware-
ness and abilities of employees as a predictor of effectiveness
in multi-cultural or international and/or merger business
environments. It can also be used as an indicator of where
training may be helpful. The ICP addresses the complete
spectrum of cultural behavior from cross-cultural aware-
ness through to the business benefits deriving from effective
action in post-merger situations. We have recently used the
ICP to enhance the skills of leaders in taking advantage of
diversity in a merger or acquisition situation.

The ICP was developed by combining our earlier
frameworks based on extensive research and our intel-
lectual property that originally addressed each area
separately. Each component has been subjected to rigor-
ous research and testing through many PhD projects plus
extensive application in many client situations across the
world. Recently we have confirmed the reliability of the
combined integrated instrument with a sample base that
has included MBA students as well as senior managers and
business leaders from our client base. It comprises some
100 questions that are used in different combinations to
achieve the total profile. Ratings are not simply added and
averaged for the different scales. In many cases the sec-
tors are computed from the RMS quadrature! of competing
questions to assess their mutual interaction. We developed
this ICP because we recognized the limitations of our own
earlier cross-cultural instruments that positioned people
on bipolar scales of mutually exclusive extremes of seven
dimensions.

1 For example, a contributing component score might be the square root
(Question A score x Question B score).
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The ICP instrument

Daily life in the intercultural arena involves judgments,
decisions, and actions which, however minor in themselves,
in the aggregate affect not only our own lives but those of
other individuals and possibly even the future of our society.
Our ICP is an attempt to describe and measure cer-
tain modes of thought, sensitivities, intellectual skills, and
explanatory capacities which might in some measure con-
tribute to the formation of an intercultural competence.
Wedistinguish fouraspectsofintercultural competence:
1 Recognition: How competent is a person in recogniz-
ing cultural differences?
2 Respect: How respectful is a person about those
differences?
3 Reconciliation: How competent is a person in reconcil-
ing cultural differences?
4 Realization: How competent is a person in realizing
the necessary actions to implement the reconciliation
of cultural differences?

The graph shown in figure 2.27 defines the various aspects
of intercultural competence.

Recognition

Recognizing cultural differences has to do with the indi-
vidual’s ability to understand his or her condition in the
community and the world. Skill in this area improves the
ability to make effective judgments. It includes the study
of nations, cultures, and civilizations, including our own
society and the societies of other people, with a focus on
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e

Figure 2.27 Intercultural competence graph

understanding how these are interconnected and how they
change, and on the individual’s responsibility in this pro-
cess. It defines some key elements of what we call a global
consciousness—to flesh out some of the things we need to
know and understand if we are to cope with the challenges
of an increasingly interdependent world.

Operationally, we assume that it consists partly of the
modes of thought, skills, etc. But as conceived here a recog-
nition competence is not a quantum, something you either
have or don’t have. It is a blend of many things and any
given individual may be rich in certain elements and rela-
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tively lacking in others. A very crucial part of intercultural
awareness as Eileen Sheridan (2005) found in her Delphi-
based research is self-awareness.

In the competence of recognition, very much according
to the description of Robert G. Hanvey (2004), we distin-
guish three main areas:

Worldly consciousness
The worldly consciousness consists of the following two
aspects:

e DPerspective consciousness is the recognition or aware-
ness on the part of the individual that he or she has a
view of the world that is not universally shared, that this
view of the world has been and continues to be shaped
by influences that often escape conscious detection and
that others have views of the world that are profoundly
different from one’s own. Perspective consciousness is
an essential element of self-awareness, assuming the
road to discovering oneself is through the contrast with
others.

e “State of the Planet” awareness is an awareness of
prevailing world conditions and development, includ-
ing emerging conditions and trends, e.g., population
growth, migrations, economic conditions, resources
and physical environment, political developments, sci-
ence and technology, law, health, international and
intra-national conflicts, etc.

Cross-cultural awareness

This is an awareness of the diversity of ideas and practices
to be found in human societies around the world, of how
such ideas and practices compare, including some recogni-
tion of how the ideas and ways of one’s own society might
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be viewed from other vantage points. Again, cross-cultural
self-awareness is the result of this endeavour to compare
oneself against others.

Global dynamics

Part of intercultural competence is to be able to have a prime
awareness that ultimately the world is a product of human
interactions. According to Hanvey it consists of:

Knowledge of Global Dynamics—Some modest com-
prehension of key traits and mechanisms of the world sys-
tem, with an emphasis on theories and concepts that may
increase intelligent consciousness of global change.

Awareness of Human Choices—Some awareness of the
problems of choice confronting individuals, nations, and
the human species as consciousness and knowledge of the
global system expands.

The questions we have developed to measure the recog-
nition part of the ICP have many sources such as the ideas
developed by Van der Zee and Brinkmann (2002), Lynn
Rew, et al. (2003), and in particular Robert G. Hanvey
(2004) in An Attainable Global Perspective.

Respect

How respectful is a person about those differences? Respect
serves as the basis for our attitudinal, cognitive and behav-
ioral orientation towards people who hold a diversity of
values. In our professional practice we have focused much
of our work on helping people to recognize cultural differ-
ences. Entrenchment of stereotypes is a risk of stopping at
the level of awareness and recognition. Respect is crucial to
competence in dealing with cultural differences.

Webster’s Dictionary defines the noun respect as “the
giving of particular attention, high or special regard, and
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expressions of deference.” As a verb, “to respect” is to con-
sider another worthy of esteem, to refrain from obtruding
or interfering, to be concerned, and to show deference. We
can create a composite definition of respect that reflects
these characteriztics:

Respect is a basic moral principle and human
right that is accountable to the values of human
dignity, worthiness, uniqueness of persons and
self-determination. As a guiding principle for
actions toward others, respect is conveyed through
the unconditional acceptance, recognition and
acknowledgment of the intrinsicvalue of all people.

Respect is the basis for our attitudinal, cognitive and behav-
ioral orientation. We use the three categories of respect iden-
tified by Kelly (1987) as they are helpful for organizing the
measurement of respect as an attitude. These categories are:

1 Respect for human dignity and the uniqueness of a per-
son from another culture. This means that one would
treat other people equally regardless of who they are
(dignity and inherent worth). It means that a person is
open towards the different working habits of others and
tends to question the norms and values of their own
culture. Self-assessment is helpful in this case, “How do
others see me?” or, “How do others view behavior that
I regard as normal?”

2 Respect for rights to self-determination. In this second
level of respect one considers another person’s opinion
when planning interactions or elicits suggestions for a
plan of action (self-determination). Competence means
that one respects the different goals of others; one is at
ease with those who hold different views or values. If we
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avoid making a judgment on first impressions, we will
be more likely to check with others and clarify meaning.

3 Acceptance of another culture’s values. On the third
level of respect we try to measure whether, if you had a
choice, you would rather deal or not deal with a person
from another culture. People with a highly developed
competence tend to enjoy variety and diversity and
are open to new ideas. In this case, one is seeking new
insights and ways of understanding issues and positively
welcomes people who are different

Reconciliation

When an individual recognizes cultural differences and
ultimately reconciles them by transforming conflicting val-
ues into complementary values? they display a competence
close to the creativity a person displays in combining values
that are, at first sight, contradictory.

As a competent reconciler you have to inspire as well
as listen. You have to make decisions yourself but also del-
egate, and you need to centralize your organization around
local responsibilities. As a competent professional, you need
to master your materials and at the same time you need to
be passionately at one with the mission of the whole organi-
zation. You need to apply your analytical skills in placing
these contributions in a larger context.

We can identify certain categories of reconciliation and
assess an individual’s ability with a series of questions in
the following areas. Though the questions are asked in a
linear fashion, by combining them we see when people have
scored high on both by adding to the score on the recon-
ciliation side of this competence. Next to the reconciliation

2 Hampden-Turner, C. & Trompenaars, F. Building Cross-Cultural
Competence, John Wiley & Sons, 2000.
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score, we are also able to see the preferences for the seven
dimensions, depending on which of the linear scales one
scores highest on.

Standard and adaptation

Do we need to globalize our approach or do we need to
localize? Is it more beneficial for our organization to choose
mass production or to focus on specialized products? Com-
petent people find the solution in the “transnational organi-
zation” where the best local practices are being globalized
on a continuous basis. “Mass customization” is the key-
word for reconciling standardized production and special-
ized adaptations.

Individual creativity and team spirit

This dilemma looks for competence in integrating team spirit
with individual creativity and a competitive mindset. The
competent person knows how to make an excellent team out
of creative individuals. The team is stimulated to support bril-
liant individuals, while these individuals deploy themselves
for the greater whole. This has been called co-opetition.

Passion and control

Is a competent person an emotional and passionate person
or does the control of emotions make a better person? Here
there are two clear types. Passionate people without reason
are neurotics, and neutral individuals without emotions are
robots. An effective person regularly checks his or her pas-
sion with reason, and if we look at more neutral people, we
often see individuals who give controlled reason meaning
by showing passion once in a while.

Analysis and synthesis
Is the competent person a detached, analytical person
who is able to divide the big picture into bite-size pieces,
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always selecting for shareholder value? Or is it somebody
who puts issues in the big picture and gives priority to the
rather vague statement “stakeholder value”? At Shell, Van
Lennep’s “helicopter view” was introduced as a significant
characteristic of a modern leader—the ability to ascend and
keep the overview, while being able to zoom in on certain
aspects of the matter. This is another significant character-
istic of the competent reconciler, namely the ability to know
when and where to go in deep. Pure analysis leads to paraly-
sis, and the overuse of synthesis leads to an infinite overview
and a lack of action.

Doing and being

“Getting things done” is an important characteristic of a
manager. However, shouldn’t we keep the rather vulgar
“doing” in balance with “being,”
As a reconciler you have to be yourself as well. From our
research it appears that successful reconcilers act the way
they really are. They seem to be at one with the business
they are undertaking. One of the important causes of stress
is that “doing” and “being” are not integrated. Excessive
compulsion to perform, when not matching someone’s true
personality, leads to ineffective behavior.

as in our private lives?

Reconciling aspects of time: sequential and parallel

Notably, effective reconcilers are able to plan in a rigor-
ous sequential way, but at the same time have the ability to
stimulate parallel processes. This reconciliation, which we
know as “synchronize processes to increase the sequential
speed”—or “just in time” management—also seems to be
very effective in integrating the long and short term.

Reconciling the inner and the outer worlds: push and pull
This final component for today’s reconcilers is the ability
to connect the voice of the market with the technology the
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company has developed and vice versa. This is not about
technology push or market pull. The competent reconciler
knows that the push of technology finally leads to the ulti-
mate niche market, that part without any clients. But if you
only choose for the market, the client will be dissatisfied.

Realization

After we have recognized, respected and reconciled cultural
differences our task is to develop a process in which the res-
olutions are implemented and rooted in the organization.

This component is well described by John Adair in his
action-centerd leadership model.> Competent managers
and leaders should have full command of three main areas
of the action-centerd leadership model (detailed below),
and should be able to use each of the elements according to
the requirements of the situation.

Being able to be effective in all of these, and keep the
right balance, gets results, builds morale, improves quality,
develops teams and productivity, and is the mark of a suc-
cessful manager and leader. The key to nurturing leaders is
to make sure your company recognizes excellence at three
levels: strategic, operational, and team. “It is a common fal-
lacy that all an organization needs is a good strategic leader
at the helm,” writes Adair.

Achieving the task

A manager competent in achieving the task is a person who
identifies aims and visions for the group connecting a variety
of means. He or she identifies resources, people, processes,
systems and tools that help implementation and establish

3 Interview with John Adair: Strategic Direction 2007, Vol 23, Issue: 4,
pp.30-32, Emerald Group Publishing Limited.
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responsibilities, objectives, accountabilities and measures.
Competence is shown in setting standards, quality, time and
reporting parameters and in monitoring and maintaining
overall progress toward implementation.

Managing the team or group

The competentimplementer for the group establishes, agrees
and communicates standards of performance, behavior and
shared values. He or she monitors and maintains discipline,
ethics, integrity and focus on objectives and resolves group
conflict, struggles or disagreements. This competent man-
ager looks for complementarities in the composition of
the group and develops the collective capability. He or she
motivates the group and provides a collective sense of pur-
pose and identifies, develops and agrees team- and project-
leadership roles.

Managing individuals

The manager needs an understanding of the team members
as individuals—personality, skills, strengths, needs, aims
and fears. He or she gives recognition and praise to individ-
uals—acknowledges effort and good work and identifies,
develops and utilizes each individual’s capabilities in setting
targets and goals. He or she develops individual freedom
and authority and encourages personal development.

The ICP results

The ICP is normally completed online, generating personal
feedback immediately. On completion, participants can
download and save their own personal profile report as a
PDF file for archiving and/or printing. Extensive feedback,
extended interpretations and theoretical background to
the ICP are available in a series of interactive web pages at
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the web-based ICP support center. Participants can explore
their own personal profile through these online tutorials
that offer further insights, “coaching” advice and sugges-
tions for development.

To accommodate different client/participant needs
we have developed several versions. Thus in the 360° ver-
sion, a participant’s own self-assessment scores can be tri-
angulated with peer feedback. This can even be based on
additional input from clients, customers and/or suppliers.
The “organization version” is oriented to an analysis of the
“competence” of the business unit and/or wider organiza-
tion rather than the individual. In the “diversity” version,
the focus is on diversity and ethnicity rather than country
derived cultures.

Data we have collected has already demonstrated that
ICP profiling provides an objective measure for both the
individual and the organization. Significantly it reveals key
support needs: does the client need cross-cultural aware-
ness training or leadership development, for example? And,
of course, “before” and “after” measurements provide evi-
dence of the impact of any intervention that can be corre-
lated with improved business performance.

The PVP instrument

Using the Personal Value Profiler alongside OVP demon-
strates the contrasts between personal and organizational
values. This stage focuses on helping the individual partici-
pants to reconcile the values in a DRP enriching process.
Personalized coaching will help the participants to extend
their mindset by defining a personal roadmap to integrate
personal with corporate values. Coaching sessions will also
inform participants of how to further develop their compe-
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tencies to reconcile value differences across organizational,
national and functional cultures.

Such programs can be designed for the top three layers
of the organization.

Group alignment and cobesion (values alignment and
mission alignment)

This provides the intact team with feedback on the degree of
alignment between the current and desired culture of their
business or functional unit. We use the OVP output as the
base starting point. The performance gaps are used to iden-
tify the underlying dilemmas between current and ideal and
the DRP session is used to close these gaps through recon-
ciliation. This step ends with a set of action points and a
link to the core values of the organization and an exercise in
translating the values to the group (V2B).

Structural alignment
The aim of the structural alignment program is to reconfig-
ure the systems and processes of the organization so that
they align with the vision, mission, values, purpose and
behaviors of the organization.

It redefines systems and processes such as:

e Executive selection and orientation;

e Executive performance evaluation and promotion
criteria;

* Appraisal systems;

e Leadership development programs;

e Management training programs and value and cultural
awareness programs.
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Step 9: Value and cultural
awareness programs

The value and cultural awareness programs extend through-
out the organization to make employees aware of the major
differences in corporate and national cultures and how to
take advantage of those differences within the shared envi-
sioned future, core values and purpose of the organization.
These are conducted as one- or two-day workshops and
begin with an introduction from at least two senior lead-
ers who explain the compelling reasons for the integra-
tion, then outline the vision, mission, values and behaviors
and the structural alignment program, including specific
objectives and KRIs. Simulations and case studies illustrate
how important values are in attaining changes in the busi-
ness approach such as how to work with clients, behav-
ior towards colleagues and managing change. The result
is greater awareness of the importance of value differences
and value similarities in the process of attaining business
success.

This program uses a “blended learning” approach and
employs tools like our web based Culture Compass OnLine
(CCOL), which includes the assessment of individual value
orientations through our Intercultural Assessment Profiler
(IAP). The results of the outputs/action points of the major
dilemmas are reviewed by the senior leaders of the new
organization.

In situations where international differences play a key
role and understanding of those differences makes a crucial
contribution to business effectiveness, setting up an Intercul-
tural Competence Center or team is highly recommended.
This can support the organization’s strategy through rel-
evant intercultural training, consulting and coaching initia-
tives; it can help to define the intercultural competencies that
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managers and staff members need to manage the increased
complexity of their international environment; and it could,
if applicable, include country specific workshops to increase
awareness and competence in dealing with specific national
cultures.

Sustaining the initiatives

Theater, story-telling and art workshops are also highly
effective in creating values awareness. After increasing
awareness, specific projects can be defined in which the
participants can contribute to the major dilemmas that
the senior leadership has identified. These projects might
include topics such as brand image, corruption, promotion
criteria for managers, quality improvement, diversity and
so forth.

Finally, it is important to recognize that in some situ-
ations it is more effective to start with the values and cul-
tural awareness programs before getting to the personal and
group alignment programs after appropriate adjustments
are made.

Progress is monitored using a set of integrated score-
cards which help guide and assess the major value tensions
between personal, cultural and core values.

Step 10: Continuous re-evaluation:
monitoring change towards
the hyper-culture

The progress and speed of the integration process depends
largely on the actual situation. Every merger requires spe-
cific plans, interventions and monitoring systems. Once you
move into full-fledged preparation and beyond, there are
some checklists available to monitor the progress of imple-
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mentation at individual, company and unit level. These
checklists can be integrated into ongoing assessments such
as employee surveys, engagement surveys, etc.

These checklists, combined with the online check on
progress on the reconciliation of main dilemmas, OVP and
the instruments measuring the KRIs in HR systems mean
that we can keep a finger on the pulse of an organization,
and targeted interventions can be made immediately if a
problem or need is identified.
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n this part of the book we analyze trust, basic assump-

tions, and the human relationships that build upon

these. Beyond that, we will investigate the systemic
dualities or dilemmas that form the basis of business dis-
content with integration successes. This offers the reader
deeper insights into the sources of dilemmas and value dif-
ferences to give further assistance in the application of the
ten step framework.

In most mergers and acquisitions, two groups with
years of consistent behaviors and assumptions about how
life needs to be approached come together. Many assump-
tions are challenged. What was taken for granted can’t
be taken for granted any longer. This is a genuine culture
shock, and people start doubting the consistency of giv-
ing and getting feedback, from clients, colleagues, and
management. The issue of trust has been aptly described
as one of the most fundamental values in business and
personal relationships. Many books and research projects
have attempted to define and qualify the value of trust;
from Francis Fukuyama’s groundbreaking work Trust: The
Social Value and the Creation of Prosperity (1996, the Free
Press) to the more recent attempts to accelerate trust build-
ing by Stephen Covey and Rebecca Merrill in The Speed
of Trust: The One Thing That Changes Everything (2008,
the Free Press).

Most books about trust focus on the need for consist-
ency, which is often damaged or at least challenged in the
merger process. The repair process is a long-term integra-
tion challenge.

Trust

Trust, honesty and transparency create substantial business
value. Businesses create wealth and sustainability based
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upon the strength and agility (not simply power) of trust-
worthy relationships, and consistency goes a long way to
“proving” the trust of a relationship. For consistency to be
adequately measured, we need to align our vision, mission,
purpose and strategy. If there is no alignment, or at the very
least the hope of a positive outcome in a business transac-
tion, there is no commitment to trust. We want to believe,
yet not be naive about, an agreement between two well-
intentioned and hopeful merchants. Time and technology
have made us change the way we trust. Once we could say
“my word is my bond,” walk away and expect to conclude
the business deal another day. That time is past, although
the principle still stands. The business culture of today still
acknowledges the sentiment carried in the age-old phrase,
which adorns the London Stock Exchange, but we are now
interacting on a higher scale of complexity and have higher
rates of interaction through various technology-enhanced
communication systems. Computers have made it possible
to transact many more products and services across a vast
and complex network of relationships.

Businesses build empires on the basis of these tangled
relationships, and they appear to be able to measure the risk
of losing trust in all of these. Rarely, do we hear about trust
being abused in the way that has recently rocked the bank-
ing industry (Lehman Brothers collapse, Madoff, bank bail-
outs, etc.) and before that in the accounting world (Enron,
Arthur Andersen, Worldcom, etc.). These fallouts appear
to indicate that we have such deeply held beliefs associated
with trust that some financial entities actually thought that
the complexity of the relationships that they managed cre-
ated a trust that would be too large to fail. We also learned
that too much consistency of profits and margins comes at
a great cost, no matter how much we want to put our trust
in that consistency of payouts.



156 The Global M&A Tango

Of course, itis important to address the underlying moti-
vations for creating and pursuing “trustworthy” professional
business as well as personal relationships as we do not wish
to become a victim of any kind of abuse. Some motivators
(excessive short-term bonus schemes, for example) can cre-
ate trust destroying cultures. Although these cultures could
be highly beneficial for a happy few in the short term, the
individual benefit is not measured against the societal benefit
that the institution/organization is meant to serve. As we will
explain, gaining trust requires the reconciliation of individual
and communitarian motivators. We consider three levels of
trust that will help us to dissect the different relationships
that impact on roles and motivations in business (figure 3.1).!

Three levels of trust

1 Structural trust can be identified as the trust embedded
in the organizational structure of the business. In this
context, we talk about the governance of the business,
its plans to globalize or localize, and the challenges of
centralization versus decentralization. Is the business
structurally sound enough to withstand the trials and
tribulations of the industry it operates in? With this
comes a sense of history (how long has it been suc-
cessful), questions around rigidity as well as flexibility
towards specific needs, questions about scale and scope,
and operating structures that could match specific
customer needs. In short, structural trust provides an
expression of the structural alignment of the organiza-
tion with its strategic plans.

2 Professional trust goes to the expertise of the organi-
zation and its employees (experts) that is required to
address the needs of the customer. Can that level of

1 Adapted from Saj-Nicole Joni, The Third Opinion, Portfolio, 2004.
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PERSONAL
TRUST

EXPERTISE/
PROFESSIONAL
TRUST

STRUCTURAL
TRUST

Figure 3.1 The trust pyramid

expertise be trusted to achieve the strategic goals of the
organization? Individually, can I trust the expertise of
my colleagues to create an environment that sustains my
motivation and warrants my contribution?

3 Personal trust is a deeply felt belief and assumption that
the parties “belong” together and share a bond that
cannot be broken. Personal trust in relationships grows
by sharing common interests, and traits, unrelated to
or separate from professional interests. Seeking to find
something unique in ourselves, we are eager to share
it with someone who appears to recognize and deeply
respect that uniqueness. In the personal relationship, we
share what is common and what is unique and build
trustworthiness out of the interaction of the two. Great
leaders know that strengthening business relation-
ships doesn’t simply depend on formal reviews. Most
leaders seek informal ways to convey important issues
to employees as well. Jack Welch once stated that he
reviewed the business challenges with his direct subor-
dinates at least six times a year. Two of those six times
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were informal. These informal reviews could be done
while attending a barbecue, at a casual family dinner,
or during a day off playing golf. The reconciliation
between informal and formal interaction increases the
personal trustworthiness of the relationship.

It is unlikely that we would achieve all three levels of trust
with any and all business partners. During a merger pro-
cess it is important to increase the trust and communication
both between the merging entities and between the different
levels of the companies. Increasing the number and intensity
of interactions between specific groups of both companies
accelerates the development of a higher level of understand-
ing and respect for professional expertise.

It is important to thoroughly assess the individuals
charged with important parts of the integration process. In
this assessment, we generally identify and clarify underly-
ing assumptions about norms, values, and the artifacts of
business relationships. Recognizing and respecting these
assumptions emboldens the trust factor. For years, the
Trompenaars Hampden-Turner group has studied basic
assumptions and motivators from a cross-cultural per-
spective to describe global corporate cultures and the chal-
lenges businesses face when they merge and integrate across
boundaries. The following section elaborates on the impor-
tance of the systematic assessment of these assumptions in
dimensions of human relationships.

Basic assumptions and dimensions of human relationships

We all, in our own way—and influenced as we are by our
upbringing, our families, our education, our culture, and
the organizations we associate with (work and leisure)—
develop motivators for trust. We are often unaware of the
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way we seek trust and very few of us actively examine how
we come to build trust. More often than not we have cer-
tain assumptions about trust, and sometimes even claim to
know what it should look and feel like. Perhaps it is useful
to establish that trust needs to be an input as well as an out-
put of any new or old relationship.

Identifying what the motivators of trust are and finding
the roots and building blocks for trust in our lives begins
and ends with identifying what and how we communicate.
We constantly communicate values. These values are based
on core beliefs about ourselves, feedback from family and
friends, and the trust we communicate to others. The way
we are perceived through non-verbal and verbal communi-
cation influences the way we build the trust pyramid shown
in figure 3.1. Understanding which values we are communi-
cating and radiating through our business presence becomes
increasingly important as we move up the corporate ladder.

Basic assumptions are the basis upon which values,
beliefs, behaviors and actions are constructed. The most
basic motivator is our shared need to survive our environ-
ment (figure 3.2).

, ACTIONS

, BEHAVIORS
p VALUES
, BELIEFS
BASIC
, ASSUMPTIONS

SURVIVAL

Figure 3.2 Cumulative basic assumptions
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Through our 20-year research on cultural differences
in business, we have come to identify dimensions of basic
assumptions that indicate value differences and seemingly
opposing motivators for trust. This organization of mean-
ing in human relationships with other humans, time and
nature has been well documented and referenced, and we
provide only a brief overview here. It provides a strong
measure for identifying what value orientations we use to
initiate relationships. The subsequent process we developed
with our clientele has delivered invaluable insights into how
we develop trust as an output and an input to a relation-
ship management process, which has a massive impact on
the successful integration of people through restructuring,
reorganization, merging or acquiring.

But let’s look at the dimensions of human relationships
first and identify the underlying basic assumptions and
motivators for initial trust.

Seven dimensions of human relationships in building trust

The dimensions indicated in figure 3.3 display various ways
of assessing relationships. Depending on our preference for
either side of these dimensions, we would initiate relation-
ships and expect trust to be built in particular ways. Our ini-
tial preference has a direct effect on the type of relationships
we prefer to forge. We can measure groups of participants
and point out where the strengths and weaknesses can be
found in a team. We have also managed to identify corpo-
rate cultures based on these dimensions and can match these
against another corporate culture in the case of a merger or
acquisition.



HUMAN RELATIONSHIPS

CONSISTENCY
Structure
Standards Rules

INDIVIDUAL/CREATIVITY
Me first
Competitive

SPECIFIC/ANALYTICAL
LOW CONTEXT

Task focus

Direct

CONTROL
No emotion
Robotic

EGALITARIAN
Doing things

Action/Going for it

1. RULES and TRUTH

2. GLOBAL TEAMWORK

3. INVOLVEMENT/COMMITMENT and CONTEXT

4. EMOTIONS

5. STATUS

FLEXIBILITY
Relationships

Situational, “Itdepends. . .”
GROUP/TEAMWORK
Nolinteam

Helping each other

DIFFUSE/SYNTHESIS
HIGH CONTEXT
People focus
Indirect

PASSION
Emotional
Expressive

HEIRARCHICAL
Seniority/Deep experience
Reflection/Distance

TIME ORIENTATION

SEQUENTIAL

One thing at a time

6. TIME

SYNCHRONIC
Many things at one time

NATURE and PLANNING

PUSH

7. STRATEGY AND PLANNING

Follow the plan/Top down
Talking/Reasoning

PULL
Listen for feedback
Inquiring/Bottom up

Figure 3.3 Seven dimensions of human relationships in building trust
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As can be seen in figure 3.3, the measurement of the
basis of these dimensions is still fairly linear. Whether the
score is higher on consistency or on flexibility, it is still an
either/or situation. This is because in our work we have
found that all human beings and all teams have and need
both orientations for full meaning. What we try to measure
is the preference for starting the reconciliation process on
either end of the dimension, which creates trust. All indi-
viduals and all cultures need rules and exceptions. In some
cultures people start with rules in order to then challenge
those with exceptions. In other cultures there is a prefer-
ence for starting with exceptions from which general rules
are derived.

The process of trust building and the integration of the
dimensions of culture

The real value of our earlier research on the dimensions of
culture lies in each one of the extremes of the dimensions
themselves and the combination of these to illuminate a
systemic approach to value creation that is sustainable and
motivating, and therefore begets trust.

To overcome the linear and strictly analytical process
of assessment and find a more engaging way of assessing
the value of relationships, we decided to create a dual axis
graph, shown in figure 3.4, upon which we could map seem-
ingly opposing value orientations from both sides of the
dimensions, and start to uncover the process of building
trust.

From this picture it is obvious that the two seemingly
opposing sides of the dimension will have to communicate
in order to resolve their differences. As both sides are essen-
tially positive in their connotations, we identify such chal-
lenges as dilemmas.
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CONSISTENCY
Structure,
Standards, Rules

FLEXIBILITY
Relationships,
Situational, “It depends..."

Figure 3.4 Dual axis trust map

As leaders, teams and larger cultures, we share the same
dilemmas, but we have different approaches to integrating the
opposing dualities. A leader needs to set rules and appreci-
ate exceptions, be persistent and flexible, be a team player
and excel as an individual, show passion and be reasonable at
the same time. All leaders need to be able to understand the
big picture and the minute detail, be a servant and lead the
gang, push the organization’s products and listen to the latest
needs of the clients. These dilemmas can be reconciled within
cultures and between individuals where there is a consistent
order. It is in this consistency that trust is built. It leads to
mutual expectations, a crucial aspect of culture, that is rein-
forced regularly, leading to an ever-increasing system of trust.

The difference between cultures doesn’t lie in the differ-
ent type of dilemmas being faced but in the order in which
they are taken and reconciled. We realize that we have dif-
ferent categories of trust, different entry points for engag-
ing in a potentially trustworthy relationship, and we realize
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that we will have to find a way to reconcile the differences
between our points of view. The ensuing dilemmas can be
organized and categorized. Understanding a successful
merger as the reconciliation of a good number of dilemmas
goes a long way to understanding a successful integration
process.

“Ten Golden Dilemmas”

We have collected some 9,000 dilemmas during our research
and consulting, including around 1,500 relating to merg-
ers and acquisitions. These dilemmas can be categorized/
clustered as ten frequently recurring dilemmas. We have
validated the derivation of these ten frequently recurring
dilemmas both inductively by factor analysis of interview
and open question data and deductively by testing prop-
ositions. As explained in Part II, we describe these as the
“Ten Golden Dilemmas.” Every partner organization seems
to have different priorities when focusing on these golden
dilemmas that need to be reconciled in order to achieve
future success and sustainability for the organization.

These generic golden dilemmas manifest themselves in
specific ways in the particular circumstances of each merger.
The ten golden dilemmas are formed on the basis of the
conflicting demands of and relationship between five stake-
holders. It is simply not good enough to focus on just one
of the points of excellence represented by the stakeholders
or on all of them without assessing what happens to the
relationships between these. For example, we are gener-
ally ill advised to focus exclusively on shareholder value to
the detriment of employees or our contribution to society.
Banks, insurance companies, and pharmaceutical compa-
nies, to name a few that have all been in the news recently,
face tough dilemmas in this regard.
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Essentially these dilemmas can only be reconciled once
we start to measure the success of a decision to optimize one
point of excellence (shareholder value for example) in the
context of another point of excellence (e.g., contributions
to society). In order to remain or become sustainable, all
organizations have to pursue these five points of excellence
at the same time. A solution that focuses exclusively on one
side of one of these dilemmas will not take into account the
strength of the combination and the potential to increase
learning and the ultimate production of trustworthy out-
comes. Organizations and their leaders need to develop an
ability to create value from elements that are not easily com-
bined (a dilemma) and the integration must be both tailored
to customers’ needs and profitable (figure 3.5).

Efficient business processes, best captured in the prin-
ciples of scientific management, must drive all organiza-
tions. Yet at the same time, we must take care of our people.
Hence the human relations movement (employee develop-

CORPORATE
EFFICIENCY

EMPLOYEE CONTRIBUTIONS CLIENT/MARKET
DEVELOPMENT TO SOCIETY SATISFACTION

SHAREHOLDER VALUE
/ FIN. PERFORMANCE

Figure 3.5 Dilemmas of the Sustainable Organization
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ment) really only started to take shape after we realized the
abuse that was going on in factories. We needed a systematic
way to address the sole focus on efficiency of business proc-
esses. The efficiency processes were efficient only at the cost
of human development. Once we started to invest in human
relations development and improved production environ-
ments for laborers, we found that efficiency increased as
well.?

Eventually, it became important to understand our mar-
kets better and align our value chains with the needs of the
customers. The client orientation of the mid-seventies over-
threw the reign of the human relations era. But as with the
previous monolithic focus it led to a disproportionate exag-
geration. It was all done at the cost of the shareholder . . .

Our next challenge was to become financially sound,
perform well, and repay those who put their money at
risk with us. Shareholder value and financial performance
became the name of the game, but of course, we still needed
to beefficientand effective with our business processesand at
the same time invest in our people. Shareholders demanded
unrealistic returns on their investments and threatened to
pull their money out of companies if they did not perform
as well as they had hoped they would. Although it may have
seemed necessary to tighten up the financial management
and performance of organizations it also led to massive fluc-
tuations in available capital for some companies and thus a
shift in focus from one side of a dilemma to the other side.
Yet the requirements of efficient and effective business proc-
esses (scientific management), the human relations focus,
client orientation and the shareholder demands had not

2 Elton Mayo, Hawthorne and the Western Electric Company, The Social
Problems of an Industrial Civilization, Routledge, 1949.
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ebbed away either, hence we had a variety of dilemmas in
front of us.

The last focal point added to the mix for many organi-
zations was to provide “tangible contributions to society.”
Earlier entitled “corporate social responsibility,” the focus
has been on gift giving, green production methods, zero
emission standards, and many community based initiatives.
The crux here is that all these investments have to generate
returns of some kind.

The power of looking at this “organization of dilemmas
or dilemmas of the organization” is that each individual ele-
ment can be measured in its singularity, but we get a greater
return when looking at them together. Organizational lead-
ers are always focusing on at least two elements that need to
be reconciled. Take a look back at the merger goals—these
spring from the organizational dilemmas described here.
Figure 3.6 shows a generic list of the ten, high-level global
dilemmas that organizations are facing across the world.

Simply assessing these dilemmas does not in itself cre-
ate value, hence the need to work on resolving them. Over
the years we have further perfected this dilemma reconcili-
ation process and it has become the principal way for us to
explain, measure and process integration to create trust and
shared wealth. In this systematic approach:

e Competition and collaboration creates co-opetition;

® Mass market and high volume entwined with customi-
zation creates mass-customized value;

e Specific technical expertise matched with diffuse
attention to personal requirements and needs creates
moments of truth and shared wealth.

Let’s explore the point of resolving dilemmas in the next
section.



10 Golden Dilemmas

Golden ON THE ONE HAND... ON THE OTHER HAND...
Dilemma

1 (Employees) We need to develop our people (Business Processes) We need to become more
for their future roles. cost conscious and results orientated.

2 (Shareholder) We need to cut costs wherever (Business Processes) We need to invest for
we can for the sake of our shareholder’s return. long term sustainability.

3 (Business Processes) We need to supply standard (Clients) We need to supply products/services
products/services as defined from HQ. that respond to local tastes and needs.

4 (Busines Processes) We need to focus on cash flow (Society) We need to serve the wider community
and working capital. in a sustainable and responsible way.

5 (Employees) We need to motivate and reward (Shareholder) We need to satisfy our shareholder(s).
our people.

6 (Employees) We need to educate clients/customers (Clients) We need to keep the customer in focus
with new solutions we can offer. ahead of our own personal preference.

7 (Employees) We need to retain equal opportunities (Society) We need to apply some positive
for all exisiting staff. discrimination to increase diversity.

8 (Employees) We need to satisfy our client/ (Shareholder) We need to generate both
customer needs. revenue and capital growth for our shareholders.

9 (Shareholder) We need to maximize shareholder (Society) We need to adapt to the future as
return from our existing business. society evolves.

10 (Society) We need to supply products and services (Clients) We need to supply products which our

that enhance our reputation in the wider community.

clients and customers are asking for.

Figure 3.6 Top ten global dilemmas
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Trust: the point of resolving dilemmas

There are always at least two seemingly opposing
approaches to achieving resolution. This conclusion is
based on our ongoing studies of global business decision-
making processes. Although there are very similar business
challenges across the world, we have found that different
cultures often go about resolving their problems/challenges
in completely different ways. The way Americans approach
challenge and crisis is almost opposite to the way their Jap-
anese colleagues would address a crisis situation. Neither
is better than the other; they are simply approaching the
problem from different ends of the spectrum. The point is
that we have to learn from our differences and improve our
global capabilities.

By analyzing thousands of business dilemmas from
companies around the globe, we have found that there is
a way to identify, frame, process, and resolve dilemmas
and that this process creates involvement, commitment,
dedication, and support for the resolutions that the process
creates. This becomes even more apparent when two differ-
ent organizations come together with a wish to integrate.
It is commonplace to see a very client-centric organization
taken over by a shareholder-centric organization facing the
problem of which paradigm should have dominance. Once
a problem is framed as a dilemma and mapped appropri-
ately on our dilemma grids, all participants to the resolution
can identify themselves on the dilemma map and are com-
mitted to finding an integrated solution. The dilemma map
explains differences of opinion and identifies challenges that
were previously “invisible.” It also provides a direction and
a clear visionary description of what a resolution might look
like, before we begin to identify the path of integration and
resolution.
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The illustration in figure 3.7 indicates the current and
ideal scores of a group of senior executives on a high level
dilemma that their teams had to address in a merger proc-
ess. There had been a lot of discussion, and frustrations were
running high on the lack of progress that was being made on
the issue, long before we were asked to facilitate a meeting.
We simply asked participants a few questions online, verified
that we had the correct framing of the dilemma, and subse-
quently scored each participant on our dilemma grid. The
15 pairs of dots on the grid and the discrepancy between the
scores indicated the wide range of disagreement on the issue
between the members of this new executive team. But we
were also able to emphasize that they all saw it as a dilemma
that needed reconciliation. Seeing their colleagues’ interest
and willingness to move towards the 10,10 area encour-
aged them to ask more open questions, identified different
approaches to reaching agreement and created a renewed
sense of common purpose for the team. The problems were
resolved relatively quickly after we performed our conflict
resolution interaction and took the team through the steps
to reconcile the dilemma. We also brought in the “outliers,”

CLIENTS/CUSTOMERS/ ®
SUPPLIERS: © o
We need to satisfy our client/ $
customer needs at all costs. o

@ CURRENT

IDEAL .

SHAREHOLDERS:
We need to satisfy our shareholders

Figure 3.7 Current and ideal perceptions of the dilemma
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team members who held potentially contentious viewpoints
that could be used to improve the resolution and could
therefore no longer be simply ignored.

These maps became dilemma maps or, as some of our
workshop participants called them, trust maps. In our work-
shops, such maps become much more elaborate and consti-
tute a communication tool to reconcile extremely complex
issues and contentious points of view between the parties.

The most important challenges in a business merger
come to us in the form of dilemmas, but we are trained and
accustomed to seeing most problems as requiring a linear
solution; we have difficulty framing our issues as dilemmas.
The dilemma approach is not stimulated during most of
the business management studies that we regularly survey
or even participate in. Most are still focused on trying to
provide the one “best” way of resolving the issues that are
brought forward in elaborate case studies.

Dilemmas offer a method of researching and recogniz-
ing our own value orientations and communicating with
others about these. The potential confrontation with some-
one who believes something entirely different yet is willing
to find a resolution that combines the strength of both con-
victions is thrilling and exactly what wealth creation and
knowledge sharing is all about. As we have already found in
science, interdisciplinary studies are more likely to be truly
innovative. People who are able to understand, process, and
reconcile dilemmas are inherently more innovative than oth-
ers. They appear to learn faster than others, and are gen-
erally seen as better leaders and managers by others. Our
most recent research also shows that those who are skilled
in dilemma reconciliation are more likely to be promoted
and are better bottom line and profit center leaders as well.?

3 Trompenaars, F. Riding the Whirlwind, Infinite Ideas, Oxford, 2008; and
Hampden-Turner, C. The Singapore Experiment, InterCultural
Management Publishers, Amsterdam, 2009.
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Hence we can conclude that framing dilemmas and
reconciling them helps us to identify those crucial value
confrontations that are worth pursuing for organizations,
teams and individuals as these help us focus on building
profitable and sustainable corporations.

In defining human capital and talent management, we
require a systematic process and a measure that we can hold
up for our employees (human resources). Human resources
should be able to leverage capital resources with a multi-
plier that indicates how our collective intelligence improves
the wealth creating moments that our organization sup-
ports. Looking at the organization from the perspective of
the dilemmas that its employees/leaders have to resolve, and
the dilemma reconciliation process that creates the dilemma
and trust maps, provides such a multiplier. As the process
is entirely inclusive, it also forges many innovative, trusting
relationships.

Sustainability, reconciled dilemmas and
integration leadership

In order to fully engage human capital in our organizations
and create trust and thus wealth, business relationships need
to be reframed and restated. Of course, this is especially true
for merging and acquiring organizations that are engaging
in the complex process of integrating people’s talents, skills
and, more importantly, motivations.

If our people are our best assets, we should provide
human capital tools to address the motivational challenges
of building trustworthy human relationships. Trustworthy
relationships are the basis for wealth creation. We identify
organizational dilemmas, strategic tensions and real inte-
gration issues and test the strength of our relationships on
these. Embracing the diversity embedded in the organiza-
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tional relationships ensures a more innovative and inclusive
approach to resolving real business challenges.

Instead of attributing power to specific roles, we can
begin to attribute specific power and weight to relation-
ships in organizations. Relationships of a strategic, struc-
tural, expert, team and individual nature are the engine of
an organization’s growth and of course the key to creating
trust in and between organizations. If these relationships
are mapped, then provided with a common soul (values)
and a clear vision, we simply have to frame these and have
our relevant teams work on the key dilemmas of integrat-
Ing organizations.

The individual alone cannot create value through his
or her actions. The relationship space around that person
needs to be filled with other, preferably diverse, people so
that the foundation for value creation, diversity, is available.
The relationship space between people in the organization
both creates and supports the value of more than the sum
of the people combined. If we apply a multiplier to each
relationship that is slightly larger than two, we will be able
to measure the effect of multiple relationships much more
accurately than by simply attributing so much relational
power to the CEO. The value lies in the strength of the rela-
tionships between employees at and between all levels.

The strength of the relationships in organizations can
be tested by confronting them with structural, strategic,
and team dilemmas. The relationships have to be extended
to achieve decisions, while involving other relationships
depending on the scale of the dilemma. We are frequently
faced with organizational dilemmas that the participants
are not equipped to handle. In these cases they need to be
able to call on the skills of other teams and individuals.

It is important to realize that dilemma reconciliation
is a consistent, repeatable, and reliable process that can
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be taught throughout organization(s). The process also
includes assessment tools and automated ways of identi-
fying dilemmas within organizations to avoid expensive
large-scale interview arrangements.

When cultural and strategic dilemmas are resolved,
they don’t simply disappear. New dilemmas occur and we
need to apply the process of dilemma reconciliation again
and again. Crises are anticipated and dealt with on a contin-
uous basis in organizations. What is different after the first
time is that every crisis is framed in the same dilemma for-
mat so that everybody can get on the dilemma map quickly,
identify where everybody locates themselves, and the team
is focused on the resolution path faster. A common under-
standing of the challenges is mapped out, and the strategic
direction can be decided immediately after assessing the
pros and cons of each strategic step.

Reconciliations generally remain sustainable, until the
environment changes. This usually forces a new and differ-
ent dilemma rather than another solution from the same
dilemma. Nevertheless, the dilemma management process
remains the same—reliable, repeatable and consistent—
wherever it is applied in the organization.

The dilemma reconciliation process

After years of perfecting and testing our approach with our
international client base, we have come to a process descrip-
tion that illuminates four specific process steps. These steps
are not just “something to do” at a certain interval. Each
step is representative of a learning journey in itself and the
four steps can therefore be independently assessed and fur-
ther developed. Each step illuminates a different part of
a mindset change model. We focus here primarily on the
practical side of the process to help give more detail than
the overview in Part II. This helps us to define and frame
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a dilemma and subsequently reconcile the challenges and
benefits from the integration process.

But first let’s look at the practical application of the
four steps in our framework that can integrate important
dilemmas and create valuable connections between con-
trasting values.

Step 1: Recognize the dilemma

The first task is to help all players recognize the existence of
business differences, their importance and how they impact
on business perceptions and results. Culture, like an onion,
consists of layers that can be peeled off.

We can distinguish three layers. First, the outer layer
is what people primarily associate with culture: the visual
reality of behavior, clothes, food, language, the organiza-
tional chart, the handbook for HR policies, etc. This is the
level of explicit culture we referred to earlier.

Second, the middle layer refers to the norms and values
that an organization holds: what is considered right and
wrong (norms) or good and bad (values).

Third, there is the deepest inner layer: the level of unques-
tioned, implicit culture. It is the result of human beings organ-
izing to reconcile frequently occurring dilemmas. It consists
of basic assumptions, the routines and methods developed to
deal with the regular problems that one faces. These methods
of problem solving have become so basic that, like breathing,
we no longer think about how we do it.

For an outsider these basic assumptions are very dif-
ficult to recognize. Understanding the core of the culture
onion is the key to successfully working with other cultures
and to successful alliances and cross border collaboration.

Thus, while we instantly recognize the explicit cultural
differences, we may not recognize the implicit cultural dif-
ferences. This explains the common lack of cultural due
diligence in pre- and post-merger/acquisition management.



176 The Global M&A Tango

A German electronics company had great audio tech-
nology but lacked marketing skills. They decided to buy a
US-based client-centric organization to compensate for that
weakness. In a team meeting to discuss the marketing of their
latest MP3-player, participants from the different organiza-
tions didn’t realize that some consider an MP3-player to be
a device that enables you to listen “to your favorite music
without being disturbed” while others consider it to be a
device that enables you to listen “to your favorite music
without disturbing others!” Such hidden differences require
structured processes and an associated competence mindset
to reveal underlying problems.

Partners in pre- and post-merger discussions might
assume they have common points of view, hold similar
value orientations and give similar meaning to the things
they are debating, without realizing that they are all talking
from different perspectives. When two values are in conflict,
it is quite natural to establish the pros and cons of both sides
as is illustrated in figure 3.8.

Step 2: Respect the dilemma
Different cultural orientations and views of the world are
not right or wrong—they are just different. It is all too easy

-

Centralization Decentralizaton

Figure 3.8 Pros and cons
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to be judgmental and to distrust those who give different
meanings to their world than you do. Thus the next step is
to respect these differences and accept the right of others to
interpret the world in the way they do.

Because of the different views of the world and differ-
ent meaning given to apparently similar constructs, we find
that these differences manifest themselves as dilemmas. We
have two seemingly opposing views, which many people
assume have to be represented on a linear, bipolar scale. You
can have either one or the other, or more of one and less of
the other.

But this thinking is fundamentally flawed and derives
from a Cartesian approach which has gained prominence
in our Western way of thinking. We need to think differ-
ently and open our minds to the possibility of co-existence.
By changing the single bipolar line into two axes, we cre-
ate a “culture space” where we can engage in dialogue and
explore new solutions in this new paradigm as is seen in
figure 3.9.

Centralizing

Culture Space

7l »«“?

Decentralizing E L)

Figure 3.9 Framing tensions as dilemmas
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Step 3: Reconcile the dilemma

Our data provides growing evidence that wealth is created
in alliances (including mergers and acquisitions) by recon-
ciling values. This is a new contribution to the debate on
alliances and mergers in business.

Cultural due diligence is the means to bring about rec-
onciliation of these seemingly opposing views. Our model
helps to identify and define behaviors that really make
mergers effective. This new approach will inform manag-
ers in guiding the social side of alliances of any kind. It has
a logic that integrates differences. It is a series of behaviors
that enable effective interaction with those of contrasting
value systems. It reveals a propensity to share understand-
ing of the position of others in the expectation of reciprocity
and requires a new way of thinking that is initially difficult
for many Westerners.

We look for ways to realize both values at the same time
by asking how we can get more of value A through value B
and vice versa. In the example shown in figure 3.10, we would

Better centralzied knowlegde of ever
more decentralized activities

W

Centralizing knowledge

Decentralizing activity

Figure 3.10 The dilemma between centralization and decentralization
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be decentralizing activities, while at the same time centralizing
knowledge about the activities. We are seeking to connect the
strength of one extreme with the strength of the other and get
not only the best of both, but enrichment through synergy.

Step 4: Realizing and rooting

We now come to the rooting and realization of the previous
activities within and across the organization. Here we look
at the systemic points where we can make the reconciliation
happen and, sometimes even more importantly, sustain it.
Do we go for integration in HR processes, or rather go for
a new branding strategy? Is it best sustained by a leader-
ship style intervention or by the introduction of an IT and
knowledge management solution?

Global dilemmas and integration leadership

Leaders of dilemma reconciliation need to be trained to lead
the executive team through the integration process. We have
found that their progress can be measured and the process
taught. As we researched what good reconcilers actually
do, we found that many of them were intuitive integrators.
Most of them did not realize how good they were at this,
or indeed that they were doing anything at all in terms of
specific process steps. It was just the way they went about
their job. Some were more reflective in their learning style
and had some hint of what process they actually followed in
getting their teams to address challenges. But the majority
appeared fairly instinctive about it and had great difficultly
in making their competence explicit.

Although their subconscious competence is very useful
to them, it does not necessarily create the greatest benefit
to their organizations, as their skill remains unidentified.
Upon testing more than 10,000 leaders and researching the
traits and habits of most of them, we discovered the ele-
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ments that make for these great, instinctive dilemma lead-
ers. We framed their behavior in the same four separate
categories of development outlined in the dilemma reconcil-
iation process, and specifically outlined each one of the four
categorical steps with three specific elements/competencies
that we found in practical research and literature studies to
be of vital importance for leaders of global organizations.

Figure 3.11 is effectively a re-statement of our ICP
model described in Part II but from the perspective of the
competencies required for an effective leader to match our
global leadership model.

Using this assessment tool, we can identify the great
integrating leaders in organizations and highlight what
they are doing. We have found that reconciling leaders are
those that create value by constantly integrating differences
within their organization as well as between their organiza-
tion and other organizations, including customers and sup-
pliers. Those that understand their own abilities and respect
those of others, and subsequently integrate the differences,
generally know how to realize the benefits of dilemmas at
the strategic, organizational, team, and individual levels.
But we also found that great leaders have the competence
to distinguish a dilemma from a problem and make the
right choices between them. We have not just been able to
successfully assess these leaders, but have also been able to
help them by making their implicit competence explicit and
therefore trainable and leverage-able throughout the organ-
ization. To have a consistent, reliable and repeatable proc-
ess to integrate value-based elements in an organization is
tremendously powerful, particularly because this supports
and encourages diversity and innovation.

We have further correlated our findings and scores with
many organizations’ own measures of successful leadership



Competence to manage diversity within
your team

Competence to give feedback and
support, and developing individuals

Competence to set targets, identifying and
allocating resources, allocating resources
and monitoring overall progress
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Competence to recognize dilemmas
originating from relationshops with
environment

Competence to reconcile dilemmas originating
from different time perceptions

Perspective competence
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Competence to reconcile
dilemmas originating from
interpersonal relationships

Relativity competence

Competence to influence
worldly dynamics

Competence to be open to
different opinions and new
ideas?

Competence to check what
others think?

Competence to treat others
with the same respect

Figure 3.11 Components of intercultural competence
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and found that we have a 90% success rate in identifying
potential leaders with this assessment tool. We have also
been able to support existing and high potential leaders
by applying our four-step learning and dilemma reconcili-
ation process in action learning workshops and executive
development sessions for many of our customers. A discus-
sion some years ago with Michael Dell on the subject of
dilemma reconciliation in anticipation of the publication of
our book 21 Leaders for the 21 Century (2001, McGraw-
Hill) prompted Dell to say that he could use the dilemma
methodology to leverage his own intuition to his manage-
ment team. After several workshops and coaching sessions
with us an HSBC executive began opening management
team meetings by posing a dilemma that he needed the team
to address. These leaders have the ability to facilitate the
process of reconciliation, helping them to get the best out of
their teams, particularly on issues requiring some form of
integration or innovation.

What binds us? What divides us? What do we do
to integrate?

In this book we take the reconciling strategy of “riding
high,” where the best of all worlds are synergistically com-
bined. This process unfolds when there is at least as much
attention on what organizations share as on what makes
them different. This process is like a pendulum: it can swing
at the bottom of diversity, because it is anchored at the top.
The strength of that anchor indicates the agility of the val-
ues. The quality of the pendulum string signifies the qual-
ity of management and leadership. During a merger and
acquisition, all three areas are under stress and need to be
addressed thoroughly in order to create both innovative and
organic growth from the integration process. Only if this
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happens during the very first 100 days of a merger will the
merger be a success.

Our process is founded on the Trinity Approach* and it
consists of three main perspectives:

Area 1: What binds and keeps us connected?

What we stand for and decide to go for: this enables us to
generate a vision and values framework for the NEWCO
organization.

Area 2: What separates and keeps us apart?

How we deal with the dilemmas resulting from diversity in
vision and (cultural) values between the partner organiza-
tions involved.

Area 3: What should we do to benefit from the first and

manage the second?

e “Live” the vision and values framework and create
common behavior.

e Reconcile business dilemmas and create “win-win
solutions.”

* Develop key leadership behaviors: awareness, respect,
courage, willpower, humility, discipline and “walking

the talk.”

The Trinity Approach ensures that the culture and corpo-
rate values of any NEWCO are integrated and redefined
and that these support the (re)fined vision and mission of the
organization. Reconciling the differences between the pre-
vious corporations builds a common platform for human
capital, core values, talent management, leadership behav-
ior, executive development, branding, and many business

4 We owe a great deal to Allard Everts, a senior consultant at THT.
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processes for the future. The culture and business devel-
opment process mobilizes energy, motivation and commit-
ment from all staff in times of integration and change. In
this way, a sustainable, future-oriented corporate identity is
created supporting the strategic rationale and market posi-
tion of the NEWCO.

Maximum performance from the integration is only
achieved when strategic, structural, human resource, sup-
plier and client processes are systemically aligned. In this
wider context, our new approach is defined as a process
of reconciling divergent goals, values, structural, functional
and cultural differences for maximum performance.



CONCLUSION

oday’s business world is complex and simplistic

approaches to integration do not work, which is

why too many mergers fail to realize the expected
benefits. We have developed a portfolio of comprehensive
solutions to help client organizations truly reach their hyper-
culture and thus realize and sustain the business benefits of
their merger, acquisitions and alliances. All our consulting
and leadership learning approaches are co-created with our
clients using codified process steps that are tailored to our
clients’ specific needs. We aim to transfer the knowledge
embedded in this process to our clients so that their ongoing
and future operations continue to benefit under their own
leadership and management.

We want to emphasize that this approach is not sim-
ply a matter of avoiding conflict, misunderstanding, and
embarrassment, but a method of using differences to reach
a higher level and deliver business benefits through con-
necting different viewpoints. The task of leaders is that of
continuously co-creating with management and connect-
ing viewpoints that are hard to connect. We hope we have
helped you to identify the underlying value orientations of
such viewpoints and the natural tensions between these that
need to be recognized, respected, and subsequently recon-

185
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ciled to obtain and realize the required benefits from the
integration. Being able to map these tensions on reproduc-
ible strategic grids that actually measure the gaps that need
to be closed but are also very intuitive, helps to move organ-
izations towards an understanding of joint goals and the
creation of a common language—both crucial to achieving
success in any type of business integration.

We have created a measurable set of tools that, when
properly sequenced, can offer a sustainable human integra-
tion process that includes living the vision, mission, values
paradigm while addressing the most salient integration
challenges or dilemmas in a transparent yet directed man-
ner. The process can be led by skilled managers who them-
selves can be assessed on their ability to create value from
integration of human efforts throughout all layers of the
organization. We have found that aside from engaging in a
consistent process, the most important elements of integra-
tion success are:

1 A sense of urgency
2 Executive leadership and commitment

Without these two it is hard to accomplish anything in
an organization, let alone something as complex as an
integration.

One of the great advantages of our work is that all
leaders grasp the dilemma approach as soon as they are
engaged in the initial phases of the process. Leaders are
beset by dilemmas and are often quite skilled at resolving
them. However, their skill is leveraged and exploited in our
approach and we apply a multiplier to this ability. Another
strong part of our process is the inherent need to redefine
some of the fundamental elements of the strategic process of
an organization, such as rebuilding the vision, creating the
BHAG, and re-establishing the values as well as expressing
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these in explicit and “measurable” behaviors. As all this
happens in a consistent manner, the process can serve mul-
tiple purposes and is not exclusively beneficial to mergers
and acquisitions. The dilemma reconciliation process is fre-
quently practiced in strategic leadership development ses-
sions in an action learning approach to point out the various
tensions underlying organizational challenges.

We hope our approach will help you on your own
“Tango to Integration.”
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Sheridan, Eileen, 140

Simulations, 150

SNCF (French railroad company), 33



194 Index

Soft issues, 7
Sony, 30
The Speed of Trust: The One Thing
That Changes Everything (Covey
and Merrill), 154
Stakeholder value, 145
Standard, 144
“State of the Planet” awareness, 140
Strategic alignment, 66
Strategic alliances, 2. See also Mergers
defined, 4
Structural alignment, 149
Structural trust, 156
Structure, 66
Style, 122-23
Supply chain consolidation, 12
Sustainability, 172-74
Synergy
achieving, 49-50
evaluating, 6
Synthesis, 144-45
Systemic alignment, 24, 135-49

“Take over” axis, 16
Talent management, 172
Task, achieving the, 146-47
Task orientation, 66
Tata & Sons, 2, 3
Team, management of, 147
Team spirit, 144
Teamwork, 66, 83, 106
Ten golden dilemmas, 11, 164-68
TNT Express, 42
Transnational organization, 144
Transparency, 81, 154
Triangulation, 8, 63
Trinity Approach, 183-84
Trompenaars, F., 72, 143n, 158, 171n
Trust, 80, 154-84
building of, and integration of the
dimensions of culture, 162-68
dimensions of human relationships in
building, 160-62
motivators of, 159
personal, 157-58
professional, 156-57
resolving dilemmas and, 169-72
structural, 156
Trust: The Social Value and the
Creation of Prosperity (Fukuyama),
154

Trust maps, 171

Trust pyramid, 157

Trustworthy relationships, 172
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“Unicorn” culture, 16
UniCredit, 26, 27-28, 38, 50, 77, 80,
81, 83
future effectiveness of, 84
Integrity Charter at, 78, 79
meta-strategic dilemma of, 39
vision of, 27

Value and cultural awareness programs,
24,150-51
Value behavior choices, 23
Value orientations, 14-15
dualities of, 15
Value-to-behavior (V2B) process,
100-103, 136, 149
Values
acceptance of another culture’s, 143
as aid to reconciling key cultural
dilemmas, 84-90
conceiving, as integral verbs, 82-84
culture and, 55-57
in giving life to purpose and mission,
90-91
organizational, as extensions of
personal, 91-95
translating into behaviors, 97, 99
Van der Zee, 141
Van Lennep, 145
Vision, redefining, 23, 25-35
Vodafone, 5

“Walk the talk,” 136

Walmart, 30

“Water with the wine” position, 17

Wealth creation, 172

“WebCue,” 36

Welch, Jack, 157-58

Wheelabrator, merger with DISA
Group, 69-76

Who Says Elephants Can’t Dance?
(Gerstner), 17

Wilson Logistics, 33

Worldcom, 155

Worldly consciousness, 140

X-y grid, 16
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