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BEyord the Deal ebjenfﬂ'e‘s""

2e1ells Mo wWhat is involved in maklng an
JiSition Work in' anl era of ever changing
OO c iealities

; rlng What a “Value Creation” approach to
" €ragingiintangibles in acquisitions Is and why

i
)

=
"-:} Understandlng how to leverage intangibles in
acguisitions to develop the key, complementary
capabilities that are necessary to yield

breakthrough gains
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1T e EW"E‘FQ' f()f AGQEMS’F

MENEANIIET conditionsiof What We Knew' as
“rlogmel have not and will net return

> Hacfelfclfs ess of conditions though, the ability to
JIECOVEN, Ieverage and capture value in

|zl glbles In an integration sets the stage to
%'-fgc d-Unprecedented gains

_ ,Good acquirers continue to judiciously plan to
acquwe and do acquire

Be Prepared and Make Great Gains!!
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—_ i
SeIITIoN Problems: |n Ac oNs...

1_

2 ylgmmfﬁ it value Ieft on the table

erneu 1 appreach and planning leads to
(JJJrL otion of people, processes, customer
: :HOnShIpS

[ :Lack of institutional learning leads to

T

Fill’.;'- I\1 |t |

I||
'\'1

-

= repetition of mistakes and sub-
optimization
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IGhERIS and Low Success Ratesy.
“!W:hy’D "!Em

A Jer_r,rJ»e skill'base to execute the acguisition

A Of]é—\ ded focus on financial synergies that
unrlerr 15 a limited view of the gains that could
COITIE: rom the acquisition

Jag@ e cue diligence

-—_|_-,—.-

- _‘T’_A Wea<er position In negotiating the deal

-—',,_-I

| '-’Unrea ISstic expectations for regulatory approval

e A slow and ineffective integration of the acquirer
and acquiree into a newly combined company
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7 'uire_@d Ac—qu!irg? —

"h ZCOUIErS ane acqwsmon targets need 10

Jo@ readiness ability so they can have their
igikles/capabilities mventoried and guickly

eJ\ dle for valuation

._-.f rieadiness is cultivation of a partnering
= _-;__ ientation which builds trust, knowledge
arlng and speed In |mplementat|on

'_: -eadershlp at all levels engage in seamless
IAtegration planning and implementation
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angibles = Capabilities®

A vm@us Cycle

- Jnrrnng 9lerassets are what enable breakthroughs
Ifl | rmance and strategic outcemes in
£lC r]llug

JaItzLg] gible assets are the basis for capabilities
Gl d-capabilities are the basis for creating
. ;_—-_--,, il tlangible assets

- _j':Capabl ities are a collection of cross-functional

- elements that come together to create the
potential for taking effective action — including
attributes, skills, knowledge systems, structures

(Saint Onge)

June 22, 2010 (c) Progressive Practices ¥,



_ Build on .
asting| Organizationall Capabilities
eIgenizational Capabilities

— Tz <ol ctlve skills, abilities and knowledge of an organization,
Qeif] gg 2ric and! particular to the organization

— UPS. and Fedex have excellent general management capabilities
- but x:eel at specific logistical capabilities, allowing them to
_f‘ |ver items efficiently with high rates of customer satisfaction

_.-ri—'...- -\_....—

ntegration; Capabilities

Those capablilities that are configured and brought to bear in the
- specific context of an acquisition

— Building this configuration on continuing basis allows the
company to repeatedly initiate and implement effective, value
creating acquisitions
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REYIntegration Capal

S JIreLtae)if ma}’mr

Strategy
Making
And Agility

Q bundlng
o Heoof;‘"" janagement

-._ .-:__l...,_—-

== __‘)—_.r) Oject and process
== J.Jfﬂanagement

.—-z_..-.-—

~ = [earning, innovating

—

Orcjeiflzel

Market Agility

Key
Integration
Capabilities

Organization
Building

‘ ~and leveraging
knowledge

People
Management
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Jh-_:g Capabilities SUPPOF
2 mmsﬂmﬁﬂﬂtegration Process

A Jeveioomr ainiel lajie releiiven 2rgsass e fgss AL Ereivo U] tion Phase
e and Core Capabilities
T Peal Phase Postdeal Phase
Agreement

Targeting | Due Diligence Negotiatioas Approvals Initial Integration Breakthrough

5 7
| | ¥

Strategy Market Organization Building People Management Project and Process
Making Agility Management

Learning, Innovating and Leveraging Knowledge
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The value creation approach seeks expense and growth synergies
that mutually support the building of capabilities needed for the
creation of value
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AC 'vmg Quantum Lea Ins._..

N Aﬂ\aismons

- Jrlan"r]'f»' "ey mtanglble assets of both companies

Jezerm e how! ter shape an integration plan that
el <e__§rs Jem into account

__J__ _';:_ Upian integration and post integration
= Srocess to cull and recombine these often
== mbedded capabilities from both companies to

— Create a new, significantly more powerful set of
capabilities that are the basis for the new

company’s success

-
- —— p— —
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quisition Readiness

s

e _ — —
e “Level
?—’_-:z::__.__-'— —="_ Low

= e Readiness
= — ; Low
= Capability
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BEVEINE ""LJe_rer?'-"‘s' for acaui or beinglacquired - Highest risk for failure.

K
Level II: Atz on isito “The Deal.” Readlness to doi the same type(s) of acquisition
rageeride] |y oufis lth liitler new: learning or capacity for value creation. Focus mainly
ofl flrztnlelEl SYIE argies; and efificiencies. Marginal capturing of intangibles.

Level I11: r\rlu, eed Organizations — Holistic view of acquisitions. Capture and
rleveloo glfe r levelsiof codified knowledge, skill and approaches Often have
EXPETTISE C ‘i;ers Greater interest in intangibles but still as “icing on the cake”.

Level \'A Quantum Leap — Substantial capabilities in both readiness and value
CIie sation, Full valuation of both expense and growth synergies. See acquisitions not
S A additive but unigue opportunities for transformation. Solid business planning and
:T..:'c Oject management skills allow for managing the unpredictable. Different
- _.reﬂmpanles have developed particular guantum leap capabilities but no one company
Jaas _yef achieved becoming a Quantum Leap organization.

_-—l-
=

June 22, 2010 (c) Progressive Practices 14



T——
Jiransierring __Cat pabIliti
BUNRG Integration limple

~ Capabilities transfer ISSues
® Al acquiring erganization
needs to think creatively to
plan and capture capabilities

e (Capablilities need to be
identified and captured rapidly
but without being degraded

® (Capablilities are often
embedded and unique

=

ntation,

p—

— e They require trust and
_—— General dialogue to become accessible
Management
Skills
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“BVIS = DuPont Phar

AGATECOUISIHON of DuPent Pharma business unit

r( *ln plpellne Was a principal intangible asset
rthe acquisition

To ACCE 355 this critical knowledge quickly, BMS developed
A rc at anditargeted training for its senior scientists,

e
_--_

—_:__" -Flﬂtlng them to engage in peer-to-peer strategic
= onversations the day the deal was closed.

=" By 8 days after closing, with scientists and BMS KM staff
reviewing this newly captured knowledge in a daily
pasis, BMS made all its “asset” decisions. 15 days later
BMS made all of its “people” decisions
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AUEINNg Strategic C—a-paiaﬂﬁ?'

J=

PEETIINE oW Capabilities are being accessed, shared,
AGRUISE and Withrwhat effiect, as well as who is
VOIVE _g.m ractivating anad moblllzmg these capabilities
SPUIFCOMPanies senior leadership, business unit

FIEIAE agers and sub-managers develop lists of top 3-5
01 -organlzatlonaI capabilities that enable it to meet Its

’teglc goals and differentiate it from competitors
OTnpare the two sets of capabilities

= ,@hart QUL projects the new organization can undertake
to moblilize these capabilities for specific outcomes

“= Evaluate costs and gains from the work of leveraging
these outcomes
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Establish an Expertise Cer

| S—
for mfegratlon

Ceinl '_rmal o Informal depending on the scale of the
orﬁn]-/aé l9g
EEIDESHE readiness of the organization for a range of

sombinations (licensing, joint ventures, strategic
,JJ GES, acquisitions, etc.)

_.:, ‘the repository and development center for what is
= necessary to plan and implement any type of
- combinations (including a knowledge base, skill sets,
‘tools, and networked community of practlce resources)

~® Mentors business leaders on the required skills and
context

e Serves as an interface between corporate leadership and
those involved in . combination initiatives
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Senditions for Leveraging th

Gf Com m.a,ry Ca

Pt

2 DEVEIOP a Hall.gn a commonly eld vision, values and leadership
oflgle Joleg e
REVIEW, rlrg new the dominant business logic for the new
Qrgrmj/ru O

- l\/lrlm u na:strong, shared view of the role of the customer

- eﬁﬁ; reconfigure and capture critical capabilities for use
52-?_%::E fine accountabilities
= _.f_Maln‘taln a sense of urgency

~ & Systain seamless operations during this period of major change and
reconfiguration

-

—
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== furchase Beyond the Deal. Mergers &

'-j' Acquisitions that Achieve Breakthrough
. - Performance Gains through Amazon.com,
BarnesandNoble.com or your favorite bookstore
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