How To Make Your Merger, Strategic Alliance,

or joint Venture Successful

The Art of the Merger

By Robert Hargrove

Part . Welcome to the
World of Partnerships

Peter Drucker has written that the chief strategic
resource of the next ten years will be neither
capital nor knowledge, but the ability to form
powerful partnerships.

Winning the race to the future and the rest of
world requires a strong sense of purpose and
speed. Yet, few companies, if any, have what it
takes to run the race on their own. The logic of
forming partnerships with other organizations
that have different
achieve what was previously considered difficult

strategic capabilities to

or impossible on an individual basis is somehow
compelling.

A powerful partnership with another firm can
give your company the critical mass and momen-
tum it needs to capture the attention of the world
market, or to break out of the no-growth-morass,
or to fill the gaps in your knowledge or skills in a
just few months that would otherwise take years.

To be sure, in the past decade, we have just
witnessed some of the biggest strategic alliances

and mergers that will ever happen. Daimler and
Chrysler, Exxon and Mobil, Time Warner and
AOL, HP and Compac Computer, to mention
only a few. In the past year alone there have been
a grand total of 10,401 worldwide deals, adding
up to $1.3 trillion dollars.

It is not only mega mergers and powerful
strategic alliances that are defining what the new
partnerships are all about; it is that the line be-
tween companies and their customers has become
blurred. In a world where producers and consum-
ers are constantly intermingling to produce prod-
ucts and services neither could create on their
own, it may be wise to consider every transaction
an alliance.

Based on studying over 25 major mergers
and dozens of strategic alliances, we at Masterful
Coaching believe that in the next ten years, busi-
ness will be done in a fundamentally different
way. This represents a shift from the traditional
hierarchy to the extended enterprise web or net-
work made up of many different firms. A study
by Andersen Consulting revealed that today’s
successful companies launch three to four times
the number of joint ventures than the medium or
low performers. And yet, all that glitters is not
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gold. For every merger or alliance or outsourcing
joint venture that succeeds, three fail to reach
their objectives.

Why so many mergers and
alliances fail to reach their
goals.

My work with many corporate executives has
led me to the discovery that most CEOs tend to
be “dealmakers” rather than leaders. They often
seek to show their worth by being “transactional”
leaders who practice the “art of the deal” versus
being “transformational” leaders who stand for an
“impossible future” and reinvent their organiza-
tion and its culture accordingly. They tend to pre-
fer growing by acquisition, sometimes because it
is easier than growing organically through game-
changing products and services.

The fact is that, pulling off a big merger is
often more than anything else an exercise in CEO
hubris where the CEO tries to prove something to
themselves and the rest of the world about their
power and might. This can inadvertently lead to
CEOs doing deals that have no clearly defined
vision or goal that people can align behind and is
thus one of the main reasons why mergers fail.

alignment, or working together at strategic and
operational levels. It was just this issue that made
Bank of America’s merger with Fidelity Bancorp
extremely difficult.

Lack of collaborative skills can also be a kil-
ler. When Motorola decide to develop Iridium,
the first satellite phone, they made joint ventures
with twenty-eight different companies. The pro-
ject broke down and the competition got the mar-
ket first due to what former Chairman Bob Galvin
called “Warring Tribes Syndrome,” or the inabil-
ity of Motorola’s managers to communicate and
collaborate internally and externally.

The biggest reason any merger fails is
the one that mangers can't talk about,

can't even name.

As absurd as it may seem, many
acquisitive CEOs have not clearly

defined vision or goals for the merger.

Another reason mergers fail is merger inte-
gration teams are often hastily thrown together
and often lack a step-by-step roadmap for dealing
with the issues of knitting two organizations to-
gether as to truly function as a whole For exam-
ple, creating shared vision of what the two com-
panies could do together that they could not attain
on an individual basis, creating organization

The biggest reason by far that mergers fail is
the invisible context that they take place in. The
context is not one of possibility and opportu-
nity—what can we create with these two compa-
nies that we couldn’t create on an individual ba-
sis. Rather the invisible context is survival on a
personal level, with people asking themselves
“How do I avoid losing?” For example, I spent
some time coaching the Merger Integration leader
of a high tech firm tasked with knitting together
two 50 billion dollar corporations. At least eighty
percent of the executive’s conversations were
about what job they would wind up in after the
merger was over or if they would stay in or leave
the company and twenty percent on substantial
merger issues.

The conversation in the foreground of
the meeting is “What should the new
organization chart look like?” The
background conversation is “Will 1 fill

one of those slots or be forced out?”
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The same fright factor “survival context”
profoundly impacts most Merger Integration
Teams. In meetings of such teams there is the
foreground conversation (what people say) and
background conversation (what they think but
don’t say). The foreground conversation is usu-
ally about how to we bring the R&D, marketing,
or manufacturing departments together to truly
function as a whole. The unspoken background
conversation, however, is often so loud that it
drowns out what people are saying: Will I have a
job next month, or will the guy from the other
company replace me? Will my department survive
the merger? If we move the main office, instead of
keeping it here, I will have to move my kids in
their last year of high school. Am I valued as a
company leader, employee, human being?

The typical human response to the fright fac-
tor and the asking of the question “How do I
avoid losing?” is what I call organization defen-
sive routines. There are many organization defen-
sive routines, but one is to make issues that are
potentially embarrassing or threatening undis-
cussable. Thus at a time when company leaders
ought to communicating and collaborating at a
much higher level than usual to decide what
shape the combined companies will take, they
often close office doors and communicate and
collaborate less. This ineffective collaboration
makes it painfully slow and difficult to bring the
two organizations together, to capture long term
synergies, or pick even the low hanging fruit.

Coaching can make a big difference in
recognizing the dispersing organiza-
tion defensive routines that derail the

merger s chances of success.

According to Michel Renaud of Masterful
Coaching, “When we work with a company
leader going through a merger process, we focus
on how to shift the context of the merger from

survival to opportunity. This starts with the leader
building a shared vision of the combined com-
pany, while at the same time, acknowledging the
anxiety people are going through. We tell merger
integration team members that the best thing they
can do to secure their own future is take their at-
tention off themselves and put it on contributing
to the process of creating the company of the fu-
ture.”

“We sometimes ask people to discuss the
undiscussable, taking the merger integration team
through the Left Hand Column Exercise designed
to bring background conversations to the fore-
ground. We have observed that giving people in a
group a chance to talk openly about their hopes,
fears, and concerns can serve to free people up
and refocus the group on productive conversa-
tions. We have found that asking people to pub-
licly recognize defensive routines happening in
the group, like making issues undiscussable can
be a way to begin to disperse those routines.”

“We also recommend to senior leaders to
name the first three levels of management as fast
as humanly possible. Once people know where
they stand, in or out, they will contribute more
effectively to the merger process. Highly acquisi-
tive companies might follow Cisco Systems ex-
ample, which has standing M&A team with peo-
ple who are almost experts in knitting two differ-
ent companies together.

Why some company leaders
are good at mergers,
alliances, and joint ventures.

A successful merger doesn’t just happen. It
takes leadership at all levels—not to mention
teamwork. The CEO must not only have a busi-
ness vision that represents a powerful new possi-
bility for the company—agetting the size and scale
to become a global competitor, revolutionizing
their industry with new products and services,
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rapidly building organizational capabilities that
would otherwise take years to develop. At the
same time, the leaders must also be able to enroll
potential joint venture partners who can serve to
make a mere possibility a reality.

Once the merger deal is inked, the CEO must
appoint someone with extraordinary leadership
skills to head up the post merger integration ef-
fort. One of the most important jobs is building
shared vision that brings people together around a
purpose
merger leaders recognize that bigger doesn’t nec-

larger than themselves. Successful
essarily equal better.

The mergers of Cisco Systems and Data-
quest, as well as Corning and Siemens prove that
one of the most important keys is to bring two
companies together in a way that creates some-
thing that never existed before rather than merely
consolidating bricks and mortar. Look at the joint
venture between Shell and Mobil. It led to the
formation of Aera, a creative, autonomous, highly
profitable, amalgamation of two giants. It repre-
sents the successful cloning of the best DNA cells
of both of its parents and the creation of a sepa-
rate but effective network.

1t s important that the leaders of the
merger are not only strategic thinkers,
but have collaborative skills and atti-

tudes.

The merger integration leader must also work
with a merger executive team to design an organi-
zation structure that will become a structure for
fulfillment to realize the vision. This includes the
formation of merger integration teams that knit
the processes of two organizations together. Each
one of these teams must have an effective leader,
as well as a high level of collaboration and com-
munication among its members for the merger to
work. Peter Senge, author of the Fifth Discipline,

The Art and Practice of the Learning Organiza-

tion, said that five people can pull off a merger,
but it takes aligning hundreds of thousands of
people to make it work. It also takes inspiring
effective communication and collaboration.

The inspiration to make
mergers successful comes
when people get caught
up in creating something
that never existed before

Roger Ackerman, Chairman of Corning Inc.,
is an excellent example of a leader who is a stra-
tegic thinker who knows how to bring two com-
panies together with different but complementary
skills so that one plus one equals three. He also
has collaborative skills and attitudes that rub off
on those around him. Says Ackerman, “We have
a passion for growth,” which requires coming up
with products that change everything. “In the
80’s, we saw that we had the potential to trans-
form telecommunications with fiber optics. We
had invented fiber optics in the 60’s, but we did-
n’t know anything about cable or distribution. We
knew in these situations you have to act fast be-
fore the window of opportunity closes. So went
looking for a partner.

“We went to AT&T, but they didn’t see this
incredible opportunity for business growth be-
cause they were too invested in fixing their wire
based phone network. And they were not open,
nor had a collaborative attitude. Instead, we went
to Siemens where there was a whole different
attitude.” Today, Corning’s fiber optic business is
still growing very strong says Ackerman, “half
the world has still not received its first phone
call.”

The experience with AT&T and other firms
taught Ackerman and Corning a great deal about
making sure Corning had the skills and attitudes
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necessary for future partnerships like the one with
Siemens. Ackerman spent one day a month for a
year in the mid 90’s with his top management
team coming up with a set of leadership practices
that would poise Corning for dramatic growth in
the year 2000 and beyond.

“Some of these leadership practices were a
bit quirky,” said Ackerman, “such as openness,
rigor, curiosity, focus, tolerance of eccentricity.
We looked in the mirror hard and asked our-
selves: What does it mean to be an open person?
What does it mean to be a rigorous person? toler-
ant? curious? and so on.”

The art of the merger lies in being able to
integrate the strategic focus and basic steps in
building powerful partnerships with the necessary
collaborative attitudes and skills at all levels of
the organization. This article addresses itself to
this. This next part will look at the practical side
of the merger integration process and provide a
step-by-step road map to follow. The third par of
this report will look at the attitudes and skills
needed to make various kinds of partnerships suc-
ceed.

Part Il. A Five Step Process
for Strategic Alliances,
Mergers, Joint Ventures

The purpose of the steps is to put some fence
posts in the swamp to allow leaders to map the
territory.

As said earlier, the art of the merger lies in
combining the attitudes and skills mentioned
above with the tangible steps in the merger proc-
ess. In this part, we are going to look at the spe-
cific steps in the merger process. This includes
everything from pre-merger planning to post-
merger integration and beyond. The purpose of

the steps is to help you to map the territory in
your own mind rather than provide answers to
every question.

A Five Step Alliance Process

1) Clarify Your Strategy—Identify
Your Best Potential Partners

2) Create Glue—Shared Goals,
Values, Best Practices

3) Build a Transition Structure—
Multidisciplinary

4) Seek Synergies that Multiply, Not
Just Add Value

5) Focusing on Collective Work
Products—Quick Wins

Step 1. Clarify Your Strategy:
ldentify Your Best Potential
Partners

The question that Max Depree, former Chair-
man of Herman Miller, often asks is perhaps the
best starting point for thinking about strategy that
we have ever heard: “The question is who do you
want to be as a company vs. what do you need to
do.” Asking these questions can often “force” a
CEO or executives of a company to come up with
powerful new possibilities, as well as to reinvent
itself in the process of making them a reality.

For example, Stephen Jobs found himself
paying close attention to the struggles of Napster,
the online company that allowed people to share
music files making it possible for them to get hit
songs without buying expensive tapes or CD’s.
Napster had the seed of a breakthrough idea, but
got in legal hot water by thumbing its nose at the
recording studios.

Masterful Coaching © 2005




In Napster’s failure, Jobs saw a powerful
new possibility that answered Max Depree’s
question and he decided that Apple would be the
future of the music business” even though they
were at that time basically in the computer busi-
ness. This led to the idea of inventing the Apple
iPod and creating a powerful partnership with the
music studios to the tune of 99 cents per song.

It is interesting to note that the idea of the
iPod and reinventing the music business came
first. Not the idea of creating joint ventures and
mergers. The joint ventures Jobs created were to
serve a powerful new possibility, versus an end in
themselves.

It is therefore always important to clarify
your strategic direction as an organization first
and the mergers, acquisitions, and joint ventures
second. A good question to ask in that process is,
“What new or existing opportunities could we
realize more effectively by combining our own
capabilities with those of an appropriate partner?”
An insightful answer to this question requires a
profound understanding of your company’s stra-
tegic direction, markets, and core capabilities. It
also tells you what kind of partner to look for.

To clarify your goals and motivations for
going into partnerships, a good question to ask at
a collaborative gathering is: In the race to the fu-
ture and the rest of the world, are we seeking to:

» Build critical mass necessary to compete
globally. Exxon and Mobil combined to neutral-
ize each other as a threat and leverage their tre-
mendous resources worldwide. Conoco and Phil-
lips combined to become a truly formidable
global competitor.

» Combine specialties to come up with
new products or enter new markets. Are we
seeking to combine different specialties, such as
the ability to come up with an Apple IPOD and
music business expertise in a way that allows us
to come up with exciting new products or enter
new markets?

» Plug skill gaps needed for profitable
growth. Are we trying to plug different knowl-

edge or skill gaps by matching companies with
different but complementary skills? Coca Cola
knows about the beverage industry, but could
only break into the Chinese market by forming
alliances with people who understood China’s
distribution system.

A good question to ask is: What new or
existing opportunities could we realize

more effectively by combining our own
capabilities with those of an appropri-

ate partner?

Once you figure out what your goals and mo-
tivations are, there are a few other questions to
keep in mind when selecting a partner: 1) Which
companies can become more successful by mak-
ing us more successful? 2) Which companies
have the skills and capabilities we need? 3)
Which companies have a proven track record of
success with alliances and are known for their
attitude of collaboration? Keep in mind that once
you select a partner, it is important to develop a
strong business case by rigorously thinking
through the possible gains, as well as the draw-
backs.

Step 2. Create Organization
Glue—Shared Goals and
Culture

While much of the headlines about mergers
focus on the strategic and financial factors that
the deal hinges on, the art of the merger lies in
focusing on the human factors that are essential to
its success. It starts with recognizing that mergers
bring together two firms that have differing goals
and orientations, and people whose way of seeing
and responding to the world varies greatly. There
needs to be a way to create alignment or you will
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see as the quotation from William Butler Yeats
says that, “Things fall apart, the center cannot
hold.”

Partners need to create some kind of glue that
will hold the two organizations together. This
could include using collaborative gatherings to:
1) create a shared vision, 2) build shared values,
3) adopt a few rules of governance, and 4) de-
velop best practices.

Mergers bring together two firms that
have differing goals and orientations,
and people whose way of seeing and
responding to the world varies greatly.
Partners need to create a kind of glue
that will hold the two organizations

together.

1. Shared Understood Goals. A good exam-
ple of where creating shared goals played an im-
portant role in making a merger successful was
the Smith Kline and Beecham merger. Robert
Bauman, Chairman of the Beecham Group, and
Henry Wendt of Smith Kline came together be-
fore the transaction was completed and created a
shared vision. The two CEQ’s plus about 20 sen-
ior managers from the two companies held a se-
ries of collaborative gathering for over two weeks
in mid-November, 1997. To insure secrecy, they
met in the basement of Smith Kline’s New York
lawyer’s office. The various players got to know
each other very well during the formal and infor-
mal discussions and came together around a vi-
sion of “integrated health care.”

2. Shared Values. Another form of organiza-
tion glue is to create a list of shared values that
become the basis of leadership practices for both
organizations. Honda Motor Company was a
small motorcycle manufacturing company after
World War II. But by the mid 80’s, a Fortune

article made a wry reference to the most popular
family car in America: the Honda Accord. Honda
was the first Japanese company to enter the lux-
ury car market. It was the first to meet U.S. emis-
sion standards and the first to set up an integrated
auto manufacturing plant in Marysville, Ohio.

This and other accomplishments were largely
due to an innovative management culture that
was based on a single value, “Let’s Gamble.”
Honda not only actively cultivated this value in
its own organization, but in its network of part-
ners—advertising firms, parts suppliers, and dis-
tributors.

3. Adopt a Few Rules of Governance. In a net-
work world, where people do not have traditional
bosses, the way they do in a hierarchy, the ques-
tion of, “Who has control?” is less important than
the question, “How do we govern?” A good an-
swer comes from Dee Hock, former chairman of
Visa International, a loose confederation of
banks, merchants, and credit information suppli-
ers. In spite of many overlapping boards and dif-
ferent management cultures, Visa is considered a
very well run organization that can operate deci-
sively.

The reason is that when Dee Hock took over
as Chairman, he emphasized the importance of
creating “a few rules” that would be used as a
basis of making decisions. This occurred by con-
vening a group of Visa’s initial members and cre-
ating a list of critical minimal specifications.
Visa’s ongoing governance process ensures that
these “specifications” are crafted and adjusted as
the network grows and learns.

4. Best Practices. A fourth way to create organi-
zation glue is to hold a gathering of the two com-
panies and ask people to explore best attitudes
and practices in critical areas. Ask people from
both sides: How do you run your business in the
area of R&D? marketing? production? Also, look
at how the people who are most successful in
your industry do things, to give yourselves a
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benchmark. Then choose the best way that will fit
your goals and objectives. This is a good way to
craft a shared management culture. In the mergers
we have helped with in financial services, auto,
biotechnology and other fields, people begin to
see, as a result of this, that the old way was not
necessarily the best way.

Step 3. Create a Merger
Transition Structure— From
Hierarchies to a Fluid
Network Organization

One key ingredient for an effective merger
integration is the notion of teams. First there
needs to be a team at the top that we call a
Merger Executive Committee lead by the per-
son who is in charge of the merger integration
effort. This team’s work is to articulate in a
Source Document the vision of the merger, to-
gether the organization structure, and define the
main blocks of work that need to be done. In
most cases for a Merger Executive Team to be
effective, they need to get past political agendas
and engage in a real quality of dialogue.

It’s a good idea to start meetings by each per-
son “checking in” as to where they are at and

publicly acknowledging any background conver-
sations in their mind that could get in the way of
the dialogue. For example, “This is supposed to
be a merger of equals, but I am afraid the point of
view of company X or Y will dominate that of
company Z in deciding the organization structure
and who will fill the different boxes in it. I am
also afraid it’s a done deal and this is just a politi-
cal exercise.”

1t is critical to tapping collective intel-
ligence toward the mergers success
that people know that they will be
treated fairly.

Making such provocative statements may
seem risky to some, but let me assure you, that
this will only serve to stimulate a meaningful
conversation in the group. It’s important to keep
in mind that the secret of a good dialogue is mak-
ing it ok to disagree. Encouraging people to ex-
press divergent views lights creative sparks and
leads to solutions that would not be attainable on
an individual basis. It is not a “your way or my
way” dialogue, it is often about finding the third
way that represents the breakthrough solution
everyone is looking for. It is also a good idea for
each member of the merger executive team to

A merger transition structure can provide the means to knit the two organizations into a single team

in a coherent way.
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“check out” at the end of the meeting with a clos-
ing comment telling where they stand: “I am opti-
mistic,” or “I am still skeptical.”

The Merger Executive Committee also has
the task of appointing a merger integration team
leader for each main functional area, such as
R&D, Marketing, Manufacturing, HR, and ap-
points members to make up the functional
Merger Integration Team. The team’s job is to
decide not just the “what”—the goals, roles and
responsibilities of the function, but the “how”—

how it will work. It is important here to cre-
ate enough collaborative gatherings where people
from both companies can explore best attitudes
and practices in critical areas.

Ask people from both sides to look at how
the most successful companies in the industry are
do things. This gives a benchmark. Then ask,
“How do we run our R&D? Marketing? Produc-
tion? What are our best practices?”” In the mergers
we have helped with in financial services, auto,
biotechnology and other fields, people begin to
see, as a result of this, that the old way was not
necessarily the best way.

In designing a merger transition structure that
will knit the two organizations together, keep in
mind that today’s organizations were designed for
functionality, not for complexity. People in a net-
work of firms usually do not report to each other
the way they do in a hierarchy. Breakthrough
thinking and collaborative attitudes and commu-
nication skill are needed to create fluid network
structures. At the same time, structure influences
behavior. Putting into place structures can foster
breakthrough thinking and the emergence of col-
laborative attitudes and skills.

For example, ABB (a merger of the Dutch
Asea and the Swiss Brown and Boveri) represents
a fluid network organization of 60 companies.
This network is connected by a large number of
counsels including an executive committee that
makes broad gauged strategic decisions, a board
for every business area, country counsels to con-
nect all companies in a country, and functional

coordination teams that span business area. In
addition, executives travel constantly spreading
the word about the importance of coordination.
Average employees are connected by exchanging
visits regularly with others from all over the
world, and everyone in the company is connected
through e-mail or its abacus system.

Step 4. Seek Synergies in
Innovation and Cost that
Multiply, Not Just Add Value

The idea behind an alliance partnership is to
bring parties together whose differences represent
the latent potential. Yet, this potential must actu-
ally be realized in order to justify managing a
bigger and more complex organization. There-
fore, it is important for managers to seek syner-
gies in innovation and cost that multiply, not just
add value. A good example comes from the
$30.09 billion merger of Sandoz and Ciba-Geigy
into a company called Novartis, which was an-
nounced in early 1996 amid a flurry of big deals
in the pharmaceutical industry.

A collaborative approach to achieving cost
synergies. At an early gathering of executives
from both sides, Daniel Vasella, Novartis’ presi-
dent, previously head of Sandoz Pharma Division
said, “The company has been created not through
internal growth, but in a deal.” Someone from the
Ciba side responded, “The reinvention process
that has to occur is one to change it from a leader
in size to a leader in performance. We need to use
the merger as a catalyst for change.”

A collaborative gathering is an effec-
tive way to bring diverse groups of
people together from both companies
to discover synergies in innovation and

COSLS.
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Novartis’ management called for a company
wide review and, where appropriate, the reengi-
neering of all processes, from research and devel-
opment to marketing and sales. “During negotia-
tions, we didn’t want to involve too many people,
so we took a top down approach,” said Raymond
Breu, Novartis’ chief financial officer. “However,
when it came time to arrive at goals for reducing
costs and jobs, we decided to use a bottom-up
approach.”

1ts important to maintain the flexibility
to have people from both sides shifting
back and forth between strategy and

operational accomplishments.

Worldwide, Novartis deployed 600 task
forces, each holding their own gathering to find
cost synergies in specific areas, to identify possi-
ble cuts and to create a time plan. The groups
were supplied competitor benchmarks for indus-
try costs. This resulted in a target for cost reduc-
tion of two billion Swiss Francs, $500 million
more than the benchmarks. “By the time we com-
pleted the merger,” said Vasella “we had all these
plans, done by the responsible managers, not
MBA guys. So, on Jan. 1, 1997, we said, ‘Okay,
do it.” It will take two years to implement the
changes.

They committed themselves to a break-
through in the oncology drugs. Pharmaceutical
companies live or die by their research and devel-
opment, so it is not surprising that these two sec-
tors received the most scrutiny in Novartis’ re-
view. Research discovers new drug candidates,
while Development shepherds these new chemi-
cal or molecular entities through the laboratory
and clinical trials that lead to regulatory approval.
From discovery to new drug approval often takes
10 years or more, and 9 out of 10 drug candidates
fail somewhere along the way. Any increased
efficiency in this process would pay dispropor-
tionate returns.

10

To further innovative breakthroughs, the
number of drug development projects was re-
duced on both sides from 165 to 15. Then they
weighted each of the remaining ones. For exam-
ple, their first priority was to achieve a break-
through in oncology drugs, a cure for certain
kinds of cancers by 2005. They then needed to
design an organization that would be much more
focused so they could accomplish these goals.

Traditionally, both Ciba Geigy practiced in-
novation in a serial (or sequential manner). Senior
executives would decide which drugs to allocate
capital investment to. The Research area would
develop the drugs, and then the Development area
would test them, to be followed by the Quality
Control Department, which administered more
tests. Innovation was often slowed down by the
fact that the Quality area did not have an opportu-
nity to be involved until after six to seven months
of testing. Then, they would start shooting holes
in the testing methods or outcomes, requiring
everyone to go back and start over.

According to Doctor Robert Herrling, the
merger created an impetus for change that al-
lowed them to implement an approach that in-
volved reducing hierarchical levels and being
more collaborative speeding up drug develop-
ment. In essence, getting the Research, Develop-
ment, and Quality areas all working concurrently.
Training was provided in collaboration and com-
munication. Getting everybody thinking and in-
teracting together immediately lead to a rapid
increase in speed and productivity.

Step 5. Focus on Collective
Workproducts— Quick Wins

Each success becomes the nexus of an expanding
circle of successes.

One of the most important things to keep in
mind in a merger is to maintain the flexibility to
have people from both sides shifting back and
forth between strategy and operational accom-
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The Breakthrough Technique:

Generating Quick Wins

1) Find a sponsor who identifies a
high leverage project to spear-
head the alliance partnership

2) Select a team leader based on a
proven track record of success,
not title or status

3) Set measurable breakthrough
goals that can be achieved in
weeks, not months, e.g., product
prototype or new process

4) Create a written work plan where
the goal can be achieved faster,
better, cheaper i.e., with existing
resources

5) Get people going and produce a
result now!

plishments. Failure to do so can lead to disaster.
In the 80’s, there was joint venture between
AT&T and Olivetti. AT&T was supposed to
bring its advanced PC technology. Olivetti its
marketing clout.

The two firms talked about how they would
build a PC that would capture the world market
by using AT&T’s powerful machine and Oli-
vetti’s user friendly operating system. In the end,
the two firms never moved from this strategy to
learning something from each other about making
and selling computers. Several years into the alli-
ance, the computers of the two companies were
totally incompatible.

The moral of the story is to move quickly
from strategy to operational levels. A great way
to translate latent synergies of a partnership into
realities is to focus on collective workproducts. In
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the case of Olivetti and AT&T, it might have
worked to jointly build a personal computer that
combined their different strengths or perhaps a
new service offering.

We have found in our work with companies
that a shared assignment where there is individual
and collective accountability for results is a great
way to build team work and collaborative learn-
ing. It is important to have people from both sides
involved in the teams and for there to be dead-
lines and clear deliverables.

It is a good idea to use what we call the
“breakthrough technique” so as not to make the
task over whelming. This means focusing on
quick wins— things that can be achieved in
weeks, not months. For example, a prototype of a
new product, a new service package that wows
customers, a catalog that combines both com-
pany’s products and prices, a sales presentation
that combines both companies offering.

* Quick wins are visible—large numbers of
people on both sides of the house can tell the dif-
ference between tangible achievements and hype.

* Quick wins build a team across traditional
boundaries.

e FEach success can be transformed into a wid-
ening circle of successes that leads to both cost
and growth synergies.

Part Ill. The Skills and
Attitudes of Successful
Alliances, Mergers, JVs

We have found that the following skills and
attitudes were crucial for success in alliances,
mergers, and joint ventures: 1) Lateral Leader-
ship, 2) Breakthrough Thinking, 3) Authentic
Dialogue, 4) Attitude of Collaboration, 5) Coach-
ing and Facilitation.
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Skill 1: Lateral Leadership

In the past, the CEO was like an emperor
who presided over the corporation with top-down
control. Today, there is just as likely to be a Co-
CEO (or leader) who must collaborate with others
in order to manage an alliance, merger, or part-
nership. While the top-down leadership that we
have inherited from the past is smoothly and
quickly executed by most managers without even
having to think about it, the new lateral leader-
ship style required for alliances is often executed
haltingly and with some awkwardness.

There are four aspects of lateral leadership
that need to be developed: 1) Shifting from the
old power of authority to the new power of col-
laboration; 2) Lateral thinking—reaching goals
and solving problems by thinking differently
which leads to doing different things; 3) Being a
knowledge broker or bringing extraordinary com-
binations of people together in an extended enter-
prise web; 4) Being a “convener’—getting people
to sit down at the table to discuss a merger takes
leadership, it just doesn’t happen.

For example, several years ago during the
Frankfurt Auto Show, Juergen Schrempp, Chair-
man of DaimlerBenz, a man known more for au-
thoritarian than collaborative traits, pounded his
fist on the table so hard in talking with executives
that papers flew in all directions. He had been in
strategy sessions with executives all day looking
for ways to give Mercedes a competitive edge in
the world auto market. He wasn’t happy with the
answers he heard.

That night, as he stood in his hotel room
looking out the window at the gilded buildings
that stood in the Schathaussen Square, it came to
him: a partnership with another firm. Schrempp
was definitely thinking outside the box, when
Chrysler entered his mind. Who would imagine a
German company that held the benchmark for
luxury autos would partner with an American
company like Chrysler that sold K cars to Middle
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Skills and attitudes were crucial
for success in alliances, mergers,
and joint ventures:

1) Lateral Leadership,

2) Breakthrough Thinking,

3) Authentic Dialogue,

4) Attitude of Collaboration,

5) Coaching and Facilitation.

Americans to keep itself out of bankruptcy? His
next step was to convene a meeting.

In fact, the road to the biggest industrial
merger in history started with a seventeen minute
meeting on January 12th at Chrysler Corp’s sil-
very, sleek, new headquarter complex in Detroit.
It wound through luxury hotels in New York
City, executive dining rooms at Deutsche Bank
AG Frankfurt, and a secret rendezvous in Swit-
zerland before concluding May 1st with a cham-
pagne toast at the Dorchester Hotel in London at
10:30 pm. In between, there were a dozen or
more secret meetings between a handful of high
level executives of Daimler Benz AG and Chrys-
ler Corp shuttling across the Atlantic. There were
tons of details to be worked out.

Getting people to sit down at the table
to discuss a merger takes leadership, it

just doesn t happen.

However, these nitty gritty’s weren’t what
was on Juergen Schrempp’s mind when he called
Robert Eaton, Chrysler Chairman, while attend-
ing the Detroit Auto Show in January, 1998. The
message was, would Mr. Eaton please sit down
with him for a meeting? When they sat down, Mr.
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Schrempp’s agenda was audacious, “I would like
to explore with you the possibility of a merger.”
The merger would give the highly profitable Mer-
cedes a stronger U.S. distribution channel and a
core competence in light trucks and sports utility
vehicles. It would provide the highly profitable
Chrysler more international clout than it presently
had.

The merger didn’t come out of the blue. For
about six months in 1995 and 96 the two compa-
nies had held many gatherings to discuss the pos-
sibility of a major joint venture in Latin America
or Asia. Those talks came to nothing, but execu-
tives from both companies got to know each other
and get comfortable with each other’s corporate
culture.

After the merger papers were signed and the
smoke cleared, there were many pundits who
wondered whether the tough guy Schrempp
would be able to work as a successful CEO with
Robert Eaton of Chrysler. Others who knew
about Eaton’s practiced skills at co-leadership
thought differently. Eaton had already proven his
ability to think and operate as a co-leader when
Chrysler CEO, Lee lacocca, resigned and made
him CEO and Robert Lutz President. Lutz was an
ex-Czech fighter pilot with a reputation for not
getting along with CEOs. If Eaton had treated
him as a subordinate, Lutz would have para-
chuted out fast. Instead, he treated him as an
equal and the two became excellent partners.

Says
“Eaton’s great skill is being able to submerge his

leadership expert Warren Bennis,
own ego to get along with a difficult partner in
order to reach the soaring goals he sets.” It was
Eaton who graciously offered to resign and let
Schrempp take over as CEO. Instead, Schrempp
felt moved to offer to resign as well. This created
the opening for Eaton to pose the idea of being
Co-CEQ’s. Both men agreed to make all major
decisions by consensus during the first year then
pass the torch to another leader.

Says Edward E. Lawler, a business professor
at the University of Southern California, “If ever
there was an ally with Schrempp, it is Bob
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Eaton.” The lessons in this story about lateral
leadership not only apply to CEO’s, but also to
leaders at all levels of the organization who are
going through a merger or alliance building proc-
ess.

Skill 2. Breakthrough Thinking

How do you knit two organizations with differing
goals and orientations into a single team?

As Nicholas Negroponte, of the MIT Media
Lab, has said, “You see the future best through
peripheral vision. Sometimes looking straight
ahead just misses the big picture.” Breakthrough
ideas often come out of left field. As AT&T CEO
Mike Armstrong said of the AT&T and TCI
merger, “Why hack your way through the jungle
doing everything yourself when there is a free-
way ten feet to the right of you?” The merger not
only gave AT&T a local line into your home, but
also it opened up rich possibilities.

Breakthrough thinking involves the
ability to transform “either or” dilem-
mas into “both and” propositions by

seeing things in a new way.

An Arthur D. Little study of 2000 executives
revealed that by far the executive’s biggest source
of tension in various kinds of alliance partner-
ships and other business situations was being able
to reconcile the tension between two necessary
but seemingly contradictory goals, that could
only be solved by breakthrough thinking or see-
ing things in a new way
* How do I run my SBU and still find time to
integrate with partners?

* How do I create a structure that is decentral-
ized enough to foster innovation, yet central-
ized enough to coordinate functions?
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* How do I build worker confidence and trust, yet
consolidate operations?

The study revealed that the managers also
had to deal with another kind of tension — the
tension between the need to be separate and the
need to be integrated. Whether it’s a matter of
partners in a merger or alliance, business units of
a large corporation, teams in business units, or
even individuals on teams, there is always vary-
ing degrees of competition between the different
parts and varying degrees of cooperation. The
ability to manage this tension is the key to creat-
ing effective collaboration within an organization
and between organizations.

The solution to both kinds of tension requires
breakthrough thinking. This requires the ability to
transform the tyranny of the “either or” into the
genius of “both and.” In other words, to transform
“either or” dilemmas into “both and” propositions
by seeing things in a new way. NUMMI, a joint
venture of Toyota and General Motors, faced a
dilemma which involved the need to improve
customer service and the need to reduce inven-
tory. Reframing the dilemma led to a just-in-time
approach to manufacturing. They looked for
small changes that could make a big difference,
such as reduction of change over time.

In essence, alliance partnerships require lead-
ers who are capable of reframing issues and com-
ing up with innovative solutions on a day-in, day-
out basis.

Skill 3. Powerful Forums for
Dialogue

Conversation is the vehicle for capturing collec-
tive intelligence of the group in attending to the
complex issues and problems a merger presents.

Our research shows that a real quality of dia-
logue is a powerful vehicle for both exploring a
potential alliance partnership or knitting two re-
cently merged organizations together into a single
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team, and dealing with the complex issues in-
volved. In many mergers, however, dialogue of-
ten shows up as missing: 1) There is a lack of
forums that are powerful enough to bring stake-
holders together and explore issues in depth; 2)
The agendas of team meetings tend to be jam-
packed, keeping discussions of complex issues
on a superficial level; 3) People mistakenly
equate being a good “alliance partner” with nod-
ding their heads in agreement or avoiding con-
flicts; 4) People do not have any training in the
art and practice of collaborative conversations or,
if they do, have not sufficiently mastered it.

Collaborative Gatherings for bringing
unlikely collaborators together. One way that
leaders can foster dialogue is to sponsor collabo-
rative gatherings that introduce people, lay out
the goals of the partnership, as well as the roles
involved. For example, the Mars Project landed a
scientific payload called the Rover on the surface
of the red planet on July 4th, 1997. This feat was
made possible through lateral leadership and
breakthrough thinking. NASA’s Jet Propulsion
Lab created an alliance with other NASA labs,
Hughes Aerospace, and over a dozen other firms.

Early in the project, Mission Director Brian
Moorhead held a collaborative gathering where
he announced the goals of the project, then asked
people from different professions and organiza-
tions (e.g., astrophysicists, geologists, engineers,
MBA’s, etc.) to explain their job to a layperson.
The informal dialogue that was created at this
meeting had a lasting effect over the next two
years.

Collaborative Conversations or “Deep
Dives” for focused problem solving. There also
needs to be a forum for focused problem solving
on complex issues. AT&T Chairman, Mike Arm-
strong, regularly interrupted merger talks with
TCI’s John Malone and their staffs when he sus-
pected a complex issue needed deeper reflection
and said, “Wait a minute, let’s do a deep dive on
this.” He and others would then discuss the issue
for hours on end, if necessary.
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These kinds of forums need to be con-
sciously and intentionally created to foster col-
laboration. At Masterful Coaching, we have de-
veloped a process called a CollabLab—an accel-
erated solutions environment for helping clients
gain the insights needed to deal with the complex
issues of a merger or partnership.

Skill 4. A Universal Attitude of
Collaboration

In most alliances, there are teams and processes.
The distinguishing success factor is whether there
is an attitude of collaboration.

As Charles Handy has written, in the future,
organizations will be important as organizers, not
employers. What that means is that in the future,
most professionals are most likely to be working
on some project with people from three or four
different organizations. When your company is
thinking about reaching its goals, it would be
wise to be thinking in terms of bringing an ex-
traordinary combination of people together in an
extended enterprise web based on a scheme of
semi-permeable boundaries.

In other words, what is required is a univer-
sal attitude of collaboration in which the notion of
“insiders” and “outsiders” becomes blurred. If
you call up a company looking for a partner in a
win/win proposition and they are more interested
in screening your call because you are an outsider
than they are in finding out what you’re up to,
you are probably looking in the wrong place.

This universal attitude of collaboration not
only means blurring the line between insiders and
outsiders, it means being open to exploring new
ideas, especially those that may initially seem like
they may come out of left field and that may re-
quire doing something different. AT&T’s early
rejection of fiber optic cable was probably predi-
cated on the fact that the company was heavily
invested in its wire based phone network.

The universal attitude of collaboration in-
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volves being a kind of alchemist, who delights in
bringing together a crazy combination of people
and creating something that never existed before.
It involves creating a corporate culture where
people look at being invited to a brainstorming
session on a new product or service as an honor.
It involves seeing yourself as having one piece of
a puzzle that, combined with other pieces of a
puzzle that others in your group may have, can
create something truly extraordinary. The early
invention of radar, for example, was made possi-
ble by an alliance that combined the skills of
physicists and engineers in one team.

Although many organizations may try
to get collaboration going by setting
up teams and processes, they may not
be collaborative in their attitude. It is
possible to be part of a team and suffer
from “silo mentality,” “not invented

here syndrome,” or “Let George do it!”

Finally, it is important to point out that, al-
though many organizations may try to get col-
laboration by setting up teams and processes,
these teams and processes may not be collabora-
tive in their attitude. It is possible to be part of a
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team and suffer from “silo mentality,” “not in-
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vented here syndrome,” or “Let George do it!”
For example, Ford Motor Company in Australia
found that it was lagging behind most Ford opera-
tions in production, deliveries, and sales. They
had set up teams and processes, but the real barri-
ers to collaboration and communication re-
mained, the ones in people’s heads. The results
did not improve.

The head of the factory set up a three day
off-site with people from the factory, part suppli-
ers, distributors, the ad agency, and outside de-
sign people. At the meeting, they decided that
what was missing was a universal attitude of col-
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laboration that would allow people to collaborate
smoothly, whether they were on a team or not.

They began to instill an attitude of collabora-
tion by: 1) Getting rid of their top down attitudes
and treating everyone as a colleague; 2) Creating
shared understood goals that gave everyone in-
volved the feeling they were part of some great
undertaking; 3) Creating a series of shared values,
such as learning vs. knowing as embodied in the
slogan, “You may not know as much as you
think”; and 4) Providing transparency of informa-
tion regarding production quotas, sales, etc. In six
months, Ford Australia increased on-time deliver-
ies by 85% and sales by 65%.

Skill 5. Coaching and
Facilitation

Coaching is the vehicle for instilling each of the
skills and attitudes mentioned above.

It is important not to underestimate the level
of personal and organization learning involved in
mergers, strategic alliances, or partnerships. Most
managers were not born lateral leaders or systems
thinkers, and collaborative attitudes often run
counter to our business tradition. This learning
will require more than a “talking head” in a cor-
porate training room for two to three days. It will
require masterful coaching and facilitation.

A book or classroom intervention can show
you the leadership practices you need, but may
not get to the underlying beliefs and assumptions
which actually shape your behavior. One of the
key things a coach does is to help people recog-
nize when they are espousing a certain set of
leadership practices, but acting in a way that is
180 degrees opposite.

To illustrate the point, in attempting to settle
the recent GM strike, CEO John Smith began a
conversation with Union Reps saying, “We have
to find a better way to work together,” citing the
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importance of collaboration and communication.
Fifteen minutes later, there was a disagreement
about something. Smith became very vocal about
getting his way, lecturing the union folks about
world class competition. He became so heated, he
began pounding his fist on the table.

At Masterful Coaching, we have observed
that executives are the business people who re-
ceive the least amount of coaching, and who of-
ten need it the most. The same applies to execu-
tives providing coaching to others. Executives
can play a vital role as “conversation partners” to
help local line leaders do the breakthrough think-
ing needed to reframe complex issues that the
merger surfaces. Then there’s the often underesti-
mated need for skilled facilitators in a merger
process to help inter-organization groups with
differing goals and differing orientations come
into alignment.

Executives can play a vital role as
“conversation partners” to help local
line leaders do the breakthrough think-
ing needed to reframe complex issues
that the merger surfaces. Also, there is
an often underestimated need for
skilled facilitators in a merger process
to help inter-organization groups with
differing goals and differing orienta-

tions come into alignment.

You can almost guarantee that the merger
will not roll out as planned. It can be highly ef-
fective for executives and line leaders to sponsor
collaborative gatherings in order to build shared
goals, make plans, launch projects, etc. Just as
important is the need for other gatherings whose
purpose is to document what happened, reflect on
events, and modify actions in the face of unin-
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tended results. Skilled facilitation of such gather-
ings can lead to sharing insights into the merger
process that are not only valuable now, but which
can also be applied in the future.

Four ways Masterful Coaching
can help make your merger
successful

The following is from a letter we wrote to a
client that shows how Masterful Coaching Ser-
vices can help in merger.

» Coaching the Merger Executive Team
Leader to stand for the possibility that the merger
represents, thus transforming the context from
“survival” to “opportunity.” The coach acts as a
thinking partner on a 1001 issues. For example,
some issues might be what job the merger inte-
gration leader will wind up with after the merger,
building a shared vision for the new company, the
organization structure, dealing with other mem-
bers of the Executive Merger Team, and who to
pick as the merger integration team leaders.

» Coaching the Merger Executive Team.
One important role a coach can play with this
group is the orchestrating a real quality of dia-
logue around formulating a Source Document or
blueprint for the future of the new organization.
The Source Document which includes vision,
goals, change initiatives, guiding principles and
methodologies is a document that gives everyone
in the new organization a place to stand. The
coach can also be very helpful in making sure the
MET stays focused on “sourcing” the vision vs.
getting bogged down in organization defensive
routines.

» Skilled Facilitators for Merger Integra-
tion Teams. We often act as communication and
collaboration consultants to Merger Integration
Leaders with a special role to play in making sure
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Merger Integration Team members think and
work together effectively in knitting the two or-
ganizations together. We do this by playing the
role of skilled facilitator for key meetings, mak-
ing sure people really listen to each other, debate
with each other, and draw conclusions without
getting mired in defensive routines.

» Coaching Breakthrough Projects to
Capture Synergies Fast. To be successful, a
merger must produce synergies in cost or value
during the first 12 to 18 months. Often in coach-
ing merger integration teams, we are able to help
the group identify potential breakthrough projects
for capturing synergies in either “value innova-
tion” or “cost.” This often leads to a group of ten
or so people getting involved with our Team
Based Action Coaching program which produces
breakthroughs
rather than by accident. The breakthrough pro-

consciously and intentionally
jects can be long-term gameOchangers in areas
like new product development, or quick wins
aimed at low hanging fruit in terms of cost sav-
ings.
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