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�is is the �rst M&A research of its kind, providing an  

exclusive focus on the key people risks and related value 

drivers in M&A transactions. 

In our first annual People Risks in M&A 
Transactions research report, we offer insights 
into the emerging trends in the deal activity 
of corporate and private equity buyers and 
sellers, provide an in-depth view of people-
related transaction risks, and offer strategies 
and practical solutions to help organizations 
plan for and address these risks effectively to 
drive deal value. 

People risks in M&A transactions are manifested 
by individuals’ inability to manage uncertainty 
and embrace change — which, in turn, results 
in declining business performance and the 
potential loss of transaction value. Poorly 
executed integrations, failure to consider 
culture and organizational fit, and lack of clarity 
in employee communications are prime examples 
of people risks that can severely undermine 
deals and destroy value.

These risks have profound implications for 



We extend our sincere thanks to the stakeholders 
we interviewed who generously shared their time and 
insights with us, and to the many M&A professionals who 
provided valuable input by participating in our research. 
Without them, we would not have achieved such rich 
results. We also want to thank our colleagues for offering 
their expertise and support throughout the process — 
we’re grateful for the significant contributions they’ve 
made to this report.

For those navigating the complexities and challenges of 
the current deal environment — whether on the buy or  
sell side — this report provides essential information  
and guidance. 

Our findings strongly suggest that the most successful 
organizations are those that minimize the people 
risks and maximize the opportunities by adopting a 
strong people focus before, during, and well after the 
transaction closes. 

JEFF COX  
Senior Partner, 
Global M&A Transaction Services Leader, Mercer

“Addressing human 

capital risks early 

is fundamental to 

successful M&A.”
 

Ravi H. Mehta, 
Director, Corporate Development 

Marsh & McLennan Companies
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E X E C U T I V E 
S U M M A R Y

O�ering robust data and analysis as well as unique insights and guidance,  
Mercer’s �rst annual research report on people risks in M&A transactions provides 
an in-depth view of the human capital issues buyers and sellers are facing in the 
marketplace. In addition, this report identi�es practical solutions and strategies 
organizations are deploying to e�ectively hedge these risks and drive deal value. 

Our findings are drawn from three 
distinct data sets:

• Survey responses from 323  
M&A professionals on both the 
buy (93%) and sell (58%) sides.  
In addition to HR executives,  
56% of respondents were from 
private equity deal teams and 
operations, finance, corporate 
development, and operational 
leadership positions. 

• Seventy-eight interviews with 
corporate and private equity 
clients, investment bankers, and 
M&A advisors between August and 



With global merger and acquisition 
activity at an all-time high, buyers 
face a new reality characterized by 
increased risk, truncated auction 
timelines, and shrinking access to 
critical information.

BUYERS MUST NAVIGATE A  
HOST OF NEW COMPLEXITIES

Buyers face a host of new 
complexities as they enter  
unfamiliar geographies and 
industries, often enticed by the 
promise of reduced costs in 
emerging markets. Our findings  
show that nearly 25% of buyers 
are more inclined to consider 
multicountry transactions than  
they were prior to 2014. Almost  
50% of buyers are willing to 
consider taking on pension and 
post-retiree medical obligations. 

In addition, 41% of buyers surveyed 
report having less time to complete 
due diligence before making a binding 
bid compared to prior years, and 
33% say that sellers are providing 
less information about the asset 
for sale. This trend is expected to 
continue, as companies conducting 
multicountry deals anticipate sellers 
disclosing less information in the 
future, due to the competitive  
nature of transactions.

SELLERS SEEK NEW STRATEGIES  
TO MAXIMIZE PRICE

Although it’s clearly a sellers’ market, 
sellers are not immune to risks. 
Over one-third of those surveyed 
are spending more time than in the 
past on HR issues when preparing 
for divestitures. Armed with more 
than $100 billion in capital,2 activist 
investors continue to pressure  
more companies to unlock value  
for shareholders. 

Sellers choosing to divest assets 
that include defined benefit pension 
and other long-term employee 



Current headlines show that companies recognize that a strong focus on people is 
paramount to success. When asked about his approach to the $120 billion Dow Chemical 
and DuPont megamerger/split, Edward Breen, DuPont’s chairman and chief executive 
and future CEO of the new company, DowDuPont,3 emphasized that the people issues — 
particularly reassuring and motivating employees — are a top priority. 



People risks in this 
category result from 

misalignment between the 
people strategy and the 
business strategy. These 
risks can take the form of 
employees failing to make 
needed behavior changes 

to successfully support  
the new business. 

Financial risks relating 
to employees that are 
identified during due 

diligence can be material 
and must be factored into 





P E O P L E - R E L AT E D  V A L U E 
D R I V E R S  F O R  S E L L E R S

Identify critical 
employee groups and 
consider a retention 

program. 

 
Programs targeted at 
employee groups that 

influence key customer 
relationships or important 
operating initiatives can 

minimize any pre-close exit 
disruption and maximize 

the purchase price.

Leverage experienced 
sell-side advisors and 
separation specialists 

(including SMO 
resources). 

 
Taking a rigorous 

approach to sell-side 
diligence (including the 

auction management 
process and dissemination 

of key data, insights,  
and facts) can help 

improve the purchase 
price and expedite the  

sales process.



Forty-four percent of firms we surveyed had more than 10,000 employees, and 39% had 
revenue exceeding $5 billion.

F I R M S  W E  S U R V E Y E D 
 

N U M B E R  O F  E M P L O Y E E S  
G L O B A L LY  ( N = 3 1 9 )

A N N U A L  
R E V E N U E  ( N = 3 0 2 )

Fewer than 500 7% Less than $100 million 3%

500 to 999 7%
$100 million to less than  

$500 million
15%

1,000 to 4,999 30%
$500 million to less than  

$1 billion
11%

5,000 to 9,999 12% $1 billion to less than $5 billion 32%

10,000 or more 44% $5 billion or more 39%

Mean 18,214 Mean (in millions) 4,911

A B O U T 
T H E  
R E P O R T

323 

corporate and 
private equity buyers 
and sellers surveyed

78 

interviews with  
deal professionals 

and advisors

446 

transactions  
analyzed

Our �ndings are based on 847 unique data points, 
including survey responses from 323 M&A professionals, 
78 interviews, and analysis of nearly 450 transactions (of 
which almost 60% were cross-border deals) during 2015. 
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A total of 323 corporate and private equity buyers and sellers were surveyed 
between April and August 2015 by our research partner SSRS, a leading 
independent research company with deep expertise across multiple industries, 
including health care, technology, and financial services. In addition to human 
resources (HR) executives, 56 percent of respondents were from private 
equity deal and operations teams, corporate development, finance, and 
operational leadership positions, bringing a diverse range of perspectives to 
our research. 
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Mercer also conducted interviews with 78 private equity and corporate clients across a 
broad range of industries between August and November 2015. We interviewed business 
unit leaders and M&A advisors and consultants; executives in corporate development, 
strategy, and finance; private equity deal teams and operations teams; and CHROs and 
HR executives to find out how they’re responding to the heightened challenges of this 
competitive marketplace.

In addition, we analyzed 446 transaction-related projects from 2015 to identify the  
top areas of focus for buyers and sellers in managing the people-related risks involved  
in transactions. Approximately 60% of the transactions we analyzed included more than  
one country.
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K E Y  
F I N D I N G S
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$978.96

$1,464.79

$2,284.62

$1,704.78

$579.85
$472.23

$253.65

$1,039.89

$424.90
$270.18 $201.01

$675.25

$303.71
$141.47 $190.16

G L O B A L
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$6,000
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Inbound Cross-border TransactionsSponsor-related TransactionsStrategic TransactionsTotal Outbound Cross-border Transactions

Cross-border TransactionsSponsor-related TransactionsStrategic TransactionsTotal

$2,591.27

$3,506.39
$3,715.79

$1,025.14
$1,548.25

$2,620.37

$886.02 $1,088.43

$2,060.61

$530.66 $742.46

$4,740.93

US$ BILLION 

Source: Paul, Weiss, Rifkind, Wharton & Garrison LLP. M&A at a Glance: 2015 Year-end Roundup.

2 0 1 5  D E A L  V O L U M E  B Y 
T R A N S A C T I O N  T Y P E
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B U Y E R S  M U S T  N A V I G AT E  A 
H O S T  O F  N E W  C O M P L E X I T I E S

In an M&A environment driven by excess capital, rising competition,  
global economic volatility, and companies’ fundamental need to grow,  
buyers are facing a host of new complexities. Potential buyers must not only 
manage the high costs of the sales process, but also navigate an intensely  
competitive marketplace. 

Investment bankers 
are running aggressive 
sales processes, often 
allowing multiple bidders 
to participate in the 
late stages of bidding. 
In response to the 
competitive tension,  
select buyers are 
attempting to pre-empt 
the entire process by 
swiftly offering up one 
large “best price” bid to 
knock out the competition. 
 
Buyers are also 
considering joint ventures 
and other unconventional 
transactions to avoid 
auctions and uncover  
sole-sourced deals. 

Our research shows that 
buyers are responding in 
several key ways.

B U Y E R S  A R E 
E N T E R I N G  N E W  
A N D  U N F A M I L I A R  
G E O G R A P H I E S 

Businesses are 
aggressively looking to 
new geographies for 
fresh deal opportunities. 
Half (50%) of survey 
respondents reported 
involvement in cross-
border deals. And nearly 
one-quarter of the 
businesses surveyed say 
they are now more  
inclined to consider a  
multicountry transaction. 

Emerging markets are 
enticing many buyers 
with potential exclusivity, 
the promise of a lower 
purchase price, and a 
higher return on exit. But 
they’re also presenting 
new complexities related 
to labor laws, local 
customs, and ways of 
doing business that 
many buyers may not 
be prepared for or 
understand — and that 
may pose compliance risks. 

24%
of businesses surveyed are 
more inclined to consider a 

multicountry transaction  
than they were prior to 

January 2014
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T O P  5  C O U N T R I E S  O F  O R I G I N  O R  D E S T I N AT I O N  F O R  2 0 1 5  U S  
C R O S S - B O R D E R  T R A N S A C T I O N S  A N D  P R I O R  Y E A R  C O M PA R I S O N S

Source: Paul, Weiss, Rifkind, Wharton & Garrison LLP. M&A at a Glance: 2015 Year-end Roundup. Figures compiled using Dealogic data. US cross-border transactions are defined 
as those transactions in which the acquirer and the target have different nationalities, and either the acquirer (“outbound”) or the target (“inbound”) has a US nationality. 
Nationality is based on where a company has either its headquarters or a majority of its operations. 

“We are not prevailing in auctions and are being forced to think of new, 
creative ways to put capital to work. We cannot a�ord to sit on the sidelines 



“Everyone is looking for opportunities for growth, especially now that China is 
cooling o�.  We and others in the industry are now looking beyond traditional 



C U LT U R A L

• National cultures.

• Management style.

• Organizational culture.

• Local customs and 
practices.

G O I N G  G LO B A L :  TA K I N G  AC T I O N
Before going global, prepare thoroughly by considering global HR governance in context.  
By adopting a global view, buyers can mitigate risk by gaining a fuller picture of the issues that can impact deal 
success. A comprehensive global strategy will instill financial discipline and compliance. 

For more information, read the full report: Going Global, Being Global: Addressing Cross-border Human Resource Management Challenges in an Age of Talentism, 
available at www.mercer.com/content/dam/mercer/attachments/global/MandA/Strategy%20%26%20Planning_Due%20Diligence/SPDD1.%20Going%20Global%20
Being%20Global.pdf.

L E G I S L AT I V E  A N D 
R E G U L AT O R Y

• Data protection.

• Tax/remuneration.

• Employment law.

• Works councils.

• Social security.

• Reporting requirements.

• Record-keeping.

http://www.mercer.com/content/dam/mercer/attachments/global/MandA/Strategy%20%26%20Planning_Due%20Diligence/SPDD1.%20Going%20Global%20Being%20Global.pdf.
http://www.mercer.com/content/dam/mercer/attachments/global/MandA/Strategy%20%26%20Planning_Due%20Diligence/SPDD1.%20Going%20Global%20Being%20Global.pdf.




Use of representations (reps) and warranty 
insurance is increasing. 

Due to rising competition among acquirers, transactional risk 
insurance on M&A deals is growing rapidly. Demand for reps and 
warranty insurance rose 15% globally during the first half of 2015.6  

Both private equity and corporate dealmakers in the Americas, 
EMEA, and Asia-Pacific are increasingly using insurance capital to 
help close deals. For the full year 2015 in North America, Mercer’s 
sister company Marsh (the global leader in insurance brokering 
and risk) saw an increase of more than 20% in the number of 



An ultracompetitive marketplace, shorter auction timelines, and shrinking access to information 
are posing big challenges for buyers. Our research identified the following trends:

B U Y E R S  M U S T  O V E R C O M E 
R I S K S  T O  C R E AT E  V A L U E 
B E Y O N D  P U R C H A S E  P R I C E

Buyers are making quicker decisions, 
but with less data available to them. 
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P E R C E N TA G E S  O F  B U S I N E S S E S 
E N G A G I N G  A D V I S O R S  T O 
E V A L U AT E  H U M A N  
C A P I TA L- R E L AT E D  R I S K S

Survey responses are shown for three separate subcategories: (1) Global, North America, and US-only businesses; (2) multiple-country and single-country businesses; and (3) 
corporate and private equity businesses. We use global  to refer to organizations conducting business in at least one country in North America and one country outside North 
America. 





 
E S TA B L I S H I N G  A 
C O M P E T I T I V E  E D G E 

Transaction readiness is the key to success.   

It is not uncommon for serial acquirers to create a detailed and 
comprehensive multifunctional playbook ahead of deal activity.

M E R C E R ’ S  M & A  P L A Y B O O K ™ :  
E F F E C T I V E  M & A  T E A M S  R E Q U I R E 
T H R E E  C O R E  C O M P E T E N C I E S

www.mercer.com/MAReady


Although it’s clearly a sellers’ 
market, sellers are not 
immune to the risks posed 
by an unpredictable deal 
environment. Many are under 
pressure to generate new 
shareholder value and quick 
returns or are involved in the 
sale of companies with complex 
operating challenges.

Armed with more than $100 
billion in capital,8 activist 
investors continue to pressure 
more companies to unlock value 
for shareholders. 

The figure below shows the 
various demands activists are 
making of organizations. The 
resulting actions driven by these 
demands include cost-cutting 
to cash dividends, outright 
sales, divestitures, spinoffs,  
and split-ups.

According to Linklaters’ 
proprietary data analysis, 860 
shareholder activist actions had 
been launched globally through 
October 2015.9 This represents 
an increase of 170% since 2011. 

Separating a highly intertwined 
and complicated conglomerate 
structure can cause costly 
delays and unplanned 
resource drains for the seller. 
A disciplined and planned 
approach is essential.

S E L L E R S  M U S T  R E S P O N D 
T O  C H A L L E N G E S  T O 
M A X I M I Z E  P R I C E

C L A S S I F I C AT I O N  O F  A C T I V I S T S ’  D E M A N D S ,  J A N U A R Y – O C T O B E R  2 0 1 5
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Source: FactSet and Moody’s Investors Service. Shareholder Activism 2015: North American Non-Financial Corporates. November 10, 2015. Note: 2015 data shown as  
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A  B A L A N C E D  A P P R O A C H  T O 
D R I V I N G  R E T U R N  O N  E X I T

Buyers’ willingness to 
assume pension obligations 

is heavily influenced by 
de-risking opportunities. 

Sellers with defined 
benefit obligations can 
help potential bidders 

understand the risk 
management solutions 
available to bidders and 

can reduce pension 
volatility that can occur 
during the sale process. 

(See “Establishing a 
Competitive Edge With 
Mercer’s Pension Debt 
Solution” on page 56).

Take steps to help 
buyers understand 
available de-risking 

options.

Leverage experienced 
sell-side advisors and 
separation specialists 

like Mercer.

Consider providing a 
sensible, appropriately 

priced (cost-plus) 
transition services 
agreement (TSA). 

Document a clear 
talent management/

sta�ng plan. 

 Taking a rigorous 
approach to sell-side 

diligence (including the 
auction management 

process and dissemination 
of key data, insights,  
and facts) can help 

improve the purchase  
price and expedite the  

sales process.
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66%
O F  C O M PA N I E S  S AY 

TA L E N T  I S S U E S  A R E  T H E 

M O S T  I M P O R TA N T  H R 

I N T E G R AT I O N  C H A L L E N G E 

T H E Y  FA C E  P O S T - C L O S E

“Our primary focus in the �rst 
100 days is on senior talent 
acquisition: upgrading talent, 
searching for vacant positions, 
and scaling for growth.”

Managing Director, 
Private Equity Portfolio Operations Executive

P O S T - C L O S E  1 0 0 - D AY  P L A N S

As companies create a post-close 100-day plan, 
talent remains top of mind. 
 
Nearly 89% of the companies we surveyed included talent issues among 
their top three integration challenges overall. Ensuring a good cultural and 
organizational fit, retaining key talent, and making sure the best leadership 
team is in place are the top people issues cited by those surveyed. 

Based on the results of Mercer’s interview findings, most corporates 
(64%) focus on senior talent acquisition and retention. This focus includes 
retaining essential talent, upgrading skills, and scaling for growth. For 
57% of private equity businesses, leadership team effectiveness is the 
top HR issue in transactions. 
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“Communication, communication, communication 
… We tell acquired employees how important 
they are to us. We tell them how they �t into the 



Given the importance of this topic, Mercer took the opportunity to delve 
deeper into this issue during our 78 interviews (with corporate and private 
equity clients, M&A attorneys, and other advisors) to better understand 
the definition of a successful culture. Consistently, those interviewed 
defined a culture of winning to include the following characteristics, 
behaviors, and outcome expectations:

“When we talk about culture risks, what we’re 
really talking about are productivity and 



“Culture is big on our diligence scorecard.  

Our approach to cultural integration involves 

having both teams working together toward the 

same goal. We want integrated teams that work 

well together. …  We bring in target leadership  

early so we can assess culture �t.”

Private Equity Executive, 
Digital Software and Services Company
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B U Y E R S  —  B E S T  P R A C T I C E S 

• Assess leadership team and key employee 
capabilities.

•  Develop effective retention strategies.

•  Have a clear culture, communication, and change 
management plan. 

• Evaluate HR service, delivery, and design needs.

•  Enlist experienced resources to speed the 
transition process and make it more efficient.

•  Adopt an enterprise or global view to effectively 
manage benefits.

•  Understand the market competitiveness of 
rewards, and leverage your total reward programs 
to attract and retain the right talent.

• Retain experienced M&A and core HR dedicated 
tool and project management resources.

S E L L E R S  —  B E S T  P R A C T I C E S

• Identify critical employee groups and consider a 
retention program.

•  



http://www.wsj.com/articles/dow-and-dupont-strive-to-find-the-right-chemistry-1452630298
http://www.wsj.com/articles/dow-and-dupont-strive-to-find-the-right-chemistry-1452630298
https://www.imercer.com/default.aspx?page=pref&url=%2fproducts%2fwbeg.aspx
https://www.imercer.com/default.aspx?page=pref&url=%2fproducts%2fwbeg.aspx
http://uk.marsh.com/Portals/18/Documents/Mid-Year%20Transactional%20Risk%20Report%202015-09-2015.pdf
http://uk.marsh.com/Portals/18/Documents/Mid-Year%20Transactional%20Risk%20Report%202015-09-2015.pdf
http://uk.marsh.com/Portals/18/Documents/Mid-Year%20Transactional%20Risk%20Report%202015-09-2015.pdf
http://www.linklaters.com/News/LatestNews/2015/Pages/Activist-investors-now-targeting-both-large-midcaps-2015-record-year-shareholder-activism-activity.aspx
http://www.linklaters.com/News/LatestNews/2015/Pages/Activist-investors-now-targeting-both-large-midcaps-2015-record-year-shareholder-activism-activity.aspx
http://www.linklaters.com/News/LatestNews/2015/Pages/Activist-investors-now-targeting-both-large-midcaps-2015-record-year-shareholder-activism-activity.aspx
http://www.mercer.com/pensiondiscount
http://www.mercer.us/our-thinking/mercer-us-pension-buyout-index.html
http://www.mercer.us/our-thinking/mercer-us-pension-buyout-index.html


D I G G I N G 
D E E P E R  
I N T O  
P R A C T I C A L 
S O L U T I O N S
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W H AT  M AT T E R S :  TA L E N T 
A S S E S S M E N T  I N  M & A  

Leaders know the success of a new company formed as the result 



“We realized we needed to better de�ne how to view transaction success — 
and needed to identify di�erent success metrics that would focus on talent 
alignment and organizational culture �t as opposed to only �nancial metrics.”

HR M&A Manager, Leading
Multinational Energy Company 

The more information about existing 
employees an acquirer has before 
closing a deal, the better, because it 
can make decisions sooner. But for 
many practical reasons — including 
insufficient time, data, and access 
to personnel — it is rare for the 
acquirer to have a comprehensive 
organizational structure established 
when the final papers are being 
signed. As a result, the lion’s share 
of talent assessment happens  



Thorough, focused, and rigorous evaluations of leaders and key positions ensure that the acquirer’s talent decisions are 
optimized to meet the current and future needs of the new organization. 
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A S S E S S M E N T 
A P P R O A C H  A N D  T O O L S

• Leadership behaviors, cultural 
alignment, future potential, 
motivational and cognitive 
assessments.

• Specific skills, experience, tenure.

A S S E S S M E N T

• Use of formal or external  
testing/assessment tools.

 - Strategic assessment/structured 
development interview.

 - Career achievement record.
 - Psychometric instruments, etc.

• Manager and employee assessments 
of competencies and panel validation 
process with input from:

 - Employee work history  
(pay/performance).

 - Manager/self-evaluations.
 - Interview (as required).

T H E  TA L E N T  A S S E S S M E N T  P Y R A M I D

“Ultimately, the talent the new company employs can mean the  
di�erence between winning and losing in today’s competitive and  
volatile marketplace.”

 CHRO,  







2. Focus on people. Successful deals require keen attention to the people-related issues. Never is this more true than 
in the case of a split, which often requires even greater process and rigor to handle the complicated people challenges 
that invariably arise:  

“When we announce a divestiture, there’s an immediate ‘us versus them’ 

http://www.mercer.com/insights/point/2014/ma-hr-issues-survey.html


3. Get the right support. Organizing the right teams to launch the separation work is critical. 
Identifying dependencies within work streams, HR, and business/functional areas allows 
the separation work to unfold in a logical, efficient way. Dedicated teams bring synergy 
to the process:

http://www.mercer.us/content/dam/mercer/attachments/global/MandA/WorldatWork%20Journal%20-%20Unlocking%20Value%20Through%20Split-Ups%20and%20Stand-Ups%202015.pdf
http://www.mercer.us/content/dam/mercer/attachments/global/MandA/WorldatWork%20Journal%20-%20Unlocking%20Value%20Through%20Split-Ups%20and%20Stand-Ups%202015.pdf
http://www.mercer.us/content/dam/mercer/attachments/global/MandA/WorldatWork%20Journal%20-%20Unlocking%20Value%20Through%20Split-Ups%20and%20Stand-Ups%202015.pdf


E S TA B L I S H I N G  A  C O M P E T I T I V E 
E D G E  W I T H  M E R C E R ’ S  P E N S I O N 
D E B T  S O L U T I O N ™

Q & A  W I T H  M E R C E R  E X P E R T S  D O U G 
J O H N S O N  A N D  C H A D  H U E F F M E I E R



Pension volatility also poses risks 
for sellers during the sales process. 
An example: The average funded 
status of US pension plans dropped 
from 87% to 81% from June 30 to 
September 30 in 2015. This level 
of volatility is not atypical; many 
DB pension funds follow policies 
that reflect long-term investment 
horizons — and accept the short-
term volatility that comes with them. 

But if DB plans are transferring, 
a seller’s investment horizon is 

http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html
http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html
http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html
http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html
http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html
http://www.mercer.us/content/mercer/global/all/en/insights/point/2015/mercer-cfo-research-pension-risk-survey-2015.html


Q: We’ve talked about 
advantages for the seller.  
What are the advantages for 
the buyer?

Doug Johnson: Implementing this 
solution allows the buyer the luxury of 
time — time to set up the governance 
committee the buyer will need to 
administer the plan and turn a short-
term asset back into the long-term 
asset that it was intended to be. 
It also provides stability: Following 
closing, our solution can remain in 
place for a period of time determined 
by the buyer. This creates space for 
the buyer to make decisions about 
how to go about managing the plan 
after the sale.

Mercer’s Pension Debt Solution also 
gives buyers clarity about what it 
is they’re getting, in terms of both 
assets and liabilities. Buyers can 
corroborate their diligence findings 
by comparing them with the seller’s 
findings to get a clearer picture and 

inform decision-making. Buyers can 
also access real-time information 
that can provide them with a more 
accurate view of the mark-to-market 
environment. 

Q: Does Mercer’s pension  
debt solution apply to plans  
of any size assets versus 
funding status?

Chad Hueffmeier: Our solution 
applies to plans of any size. However, 
the size of the plan affects how 
we implement the solution. For 
example, for large plans, we would 
implement the stabilization strategy 
synthetically, with equity and 
treasury features and/or exchange 
rate options. For small plans (e.g., 
$20 million in assets), we would 
generally change the physical 
allocation of assets because the 



A  B A L A N C E D  A P P R O A C H  
T O  C U LT U R E  I N T E G R AT I O N

When all the  
�nancing is done,  
the hard work of 
integration begins. 



Building culture is a long-term, ongoing effort that requires a well-thought-out plan.

2 .  L E A D E R S  AT  A L L  L E V E L S  O F  T H E  O R G A N I Z AT I O N  M U S T  U N D E R S TA N D ,  B U Y  I N T O ,  
A N D  C H A M P I O N  T H E  C H A N G E . 

The CEO and executive leaders must invest in and actively sponsor culture and change management efforts. Although 
HR helps facilitate these efforts, it’s business leaders who must lead the change. By bringing the future vision to life, 
clarifying priorities, and building the desired capabilities within their teams, leaders can engage employees to become 
agents of change. But if leaders themselves aren’t fully invested in the change, employees won’t be either — and the 
inevitable results will be organizational confusion, missed opportunities, and loss of value.

S E T  C O N T E X T 

• Understand  
deal thesis: 

 - Business 
strategy.

 - Integration 
drivers.

 - Performance 
expectations.

 - Purchase 
agreement 
commitments. 

 - Critical 
milestones.



3 .  E F F E C T I V E  C O M M U N I C AT I O N  A C C E L E R AT E S  T H E  PAT H  T O  VA L U E . 

In the absence of facts, people will make assumptions that are often inaccurate. Getting the message out early and often 
— and through multiple people and mediums — paves the way to successful consolidation and integration. A clear and 
purposeful communication plan allows company leaders to engage people in a targeted and timely way, and combat such 
pitfalls as talent attrition and reduced productivity. Tailoring the message to different groups also helps capture the 
hearts and minds of employees by helping them better understand how they’re affected and what they need to do  
to help drive the change. 



4 .  B E H AV I O R  C H A N G E  I S  T H E  B E D R O C K  O F  S U C C E S S F U L  I N T E G R AT I O N S . 

Although communication is absolutely critical during an integration, communication campaigns 
alone will not motivate people to change their behaviors and adopt new ways of working: “Evidence 
overwhelmingly suggests that the most fundamental problem in all stages [of large-scale change] is 
changing the behavior of people.”1 To get people on board and to promote participation in change, 
leaders must “walk the talk” by modeling behaviors congruent with the new culture. Institutionalizing 
new approaches and developing new systems and processes to reinforce new behaviors can help 
accelerate the integration, as well as offering focused training and support that help employees 
meet new demands.

“Top three actions to mitigate risk during an acquisition:  
Disciplined change management and communication from 
the top. Clear messaging about the purpose of the deal and 
what behaviors are required for the deal to be successful for all 
stakeholders.  And getting acquired company senior leadership 
on board and engaged around the deal early.”

Chief Human Resources Officer, 
Leading Global Provider of Environmental Solutions

5 .  S U C C E S S F U L  C U LT U R E  C H A N G E  R E Q U I R E S  C O N S I S T E N C Y  A N D 
F O L L O W - T H R O U G H . 

Put simply, organizations must do what they say they will do. Actions and behaviors, systems and 
processes, and communications and change programs must be consistent to ensure all employee 
populations are engaged in the change. All transformation efforts (whether pre-, during, or post-
integration) should be driven by a focus on people and aligned with business objectives.

T H E  PA S S I O N  F O R  T H E  D E A L  G E T S  L E A D E R S  O U T  O F  T H E  G AT E ;  
T H E  H A R D  PA R T  I S  S U S TA I N I N G  T H E  E F F O R T  O V E R  T I M E . 

Culture provides the means to sustainment: It serves as a powerful vehicle through which 
organizations can embed positive change by enhancing employee engagement, customer 
retention, organizational efficiency, and synergy realization. By adopting these five core 
principles of success, organizations can achieve their integration goals to realize the full  
return on the deal investment.

1     Kotter, John P., and Dan S. Cohen. The Heart of Change: Real-life Stories of How People Change Their Organizations.  
Harvard Business Review Press, 2012.
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H R  O P E R AT I O N S  A N D 
T E C H N O L O G Y  R E A D I N E S S  

In today’s complex transactions environment, investment in HR operations and 



Successful organizations 
understand that HR is more than 
compensation, benefits, and payroll 
processing — it is a “business” 
delivering complex services and 
products to HR customers. 

An effective HR operating model 
addresses sourcing, infrastructure 
(people, technology, process, and 
organization), and governance. 
Depending on timing and priorities, 
operational levers can take on 
different prominence post-close:



HR technology applications that were 
installed only a few years ago are 
already outdated in many cases. Poor 
functional operating and technology 
support choices result in costly 
manual workarounds, redundant 



High-performing organizations use proven methodologies, tools, and processes to assess and build the capabilities of 
HR talent. As result, they have higher-performing HR functions with improved contribution to business performance. 
The figure below offers an example of a tool that assesses current HR competencies against future requirements, 
enabling the systematic design of a plan to address key skill gaps and build capability. Organizations that agree that 
HR is more than just payroll and benefits view HR talent as a strategic enabler. These organizations readily support 
disciplined investments to address skill gaps and grow capability, and see the ROI as self-evident.  

High-performing organizations understand the importance of getting HR operations and technology right at the outset 
of the deal, setting the stage for a smooth integration and creating the crucial foundation needed to enable the business 
strategy. Companies that embrace HR operations and technology as strategic imperatives — rather than dismissing them 
as mere tactical concerns — have the best chance of realizing the full potential of the deal.
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Reports Available from 
Mercer’s M&A Readiness 
Research™ Series
Mitigating Culture Risk to Drive Deal Value joins  

Flight Risk in M&A  and People Risks in M&A Transactions   

as the third in a series of M&A Readiness Research™  

reports from Mercer that analyze and recommend best 

practices in people-related deal issues. To learn more, 

please visit www.mercer.com/ma.

Follow Mercer on Twitter @Mercer

Mercer’s M&A Transaction Services is the pre-eminent global advisor on 

people issues.

We help buyers and sellers in corporate and private equity transactions 

mitigate people risks and manage the complex organizational challenges 

that arise from all types of transactions.

ABOUT MERCER’S 
M&A TRANSACTION SERVICES 

Mercer delivers advice and technology-driven solutions that help organizations meet the health 
wealth and career needs of a changing workforce. Mercer’s more than 23,000 employees are 
based in 44 countries and the firm operates in over 130 countries. Mercer is a wholly owned 
subsidiary of Marsh & McLennan Companies (NYSE:MMC), the leading global professional services 
firm in the areas of risk, strategy and people. With nearly 65,000 colleagues and annual revenue  
over $14 billion, through its market-leading companies including Marsh, Guy Carpenter and  
Oliver Wyman, Marsh & McLennan helps clients navigate an increasingly dynamic and complex  
environment. For more information, visit www.mercer.com. Follow Mercer on Twitter @Mercer.

Visit www.mercer.com
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