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Introduction: Why Culture Matters in M&A

Cultural integration is often cited as the primary reason for M&A failure, with
studies showing:

* 50-70% of mergers fail to achieve expected value
«  30% of failures are directly attributed to cultural incompatibility

« 83% of M&A deals fail to create shareholder value

Cultural issues affect every aspect of integration, from employee retention to CULTURAL ISSUES

operational efficiency and customer relationships. ki
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Types of Cultural Differences in M&A
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The Cultural Integration Lifecycle @sTTuTIoNS

N

Pre-Deal Cultural Due Diligence Integration Planning

Assess cultural compatibility before finalizing the deal Develop strategies to address identified cultural gaps
»  Cultural audits »  Cultural integration roadmap

» Leadership interviews «  Communication plan

« Employee surveys « Change management approach

Implementation Monitoring & Refinement
Execute cultural integration initiatives Track progress and adjust as needed
« Joint workshops e  Cultural integration metrics

»  Cross-functional teams »  Feedback mechanisms

»  Cultural ambassadors «  Continuous improvement
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Cultural Due Diligence Framework @577UTIoNs

Effective cultural due diligence requires a structured approach to identify potential

: : Assessment Area Key Questions

integration challenges:

1. Map key cultural dimensions of both organizations Leadership Style How are decisions made? How is
: . : : authority distributed?

2. ldentify critical gaps and potential conflict areas 4

3. Assess impact on business objectives and integration timeline Communication How open is information sharing?

4. Develop mitigation strategies for high-risk areas What channels are preferred?

5.

Create cultural integration KPIs to track progress

Performance How is success defined and
rewarded? What behaviors are
valued?

Innovation How is risk viewed? How are new
ideas encouraged?

Customer Focus How are customer relationships
prioritized and managed?
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Cultural Integration Approaches

Q 2
Absorption Preservation
Target company fully adopts acquirer's culture Target company maintains its distinct culture
»  Best for small acquisitions »  Preserves unique capabilities
«  Faster integration timeline «  Minimal disruption to operations
»  Higher risk of talent loss «  Limited synergy realization
«  Example: Facebook's acquisition of Instagram «  Example: Amazon's acquisition of Whole Foods

Ea W

Transformation Best of Both

Both organizations evolve into a new culture Selective integration of cultural elements

»  Creates unified identity «  Combines strengths from each organization
«  Highest integration complexity «  Requires careful selection process

*  Requires significant resources «  Moderate complexity

«  Example: Disney-Pixar merger «  Example: Microsoft-LinkedIn integration
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Case Study 1: Microsoft-LinkedIn (2016)

UTIONS

Background

Microsoft acquired LinkedIn for $26.2 billion in 2016, representing one of the largest tech acquisitions in

history.
Cultural Approach

Microsoft adopted a preservation strategy, allowing LinkedIn to maintain its distinct culture, leadership

team, and brand identity while leveraging Microsoft's resources.
Results

. LinkedIn retained 90% of key talent post-acquisition
. Revenue grew from $3.7B (2016) to $10B+ (2021)

. Successful integration of products while preserving LinkedIn's culture

=& Microsoft
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Connect. Grow. Achieve.

Key Success Factors: Clear cultural integration strategy, autonomy for LinkedIn, focus on

complementary strengths rather than forced assimilation.
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Case Study 2: Amazon-Whole Foods (2017)
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Background

Amazon acquired Whole Foods for $13.7 billion in 2017, marking its major entry into physical retail.

Cultural Challenges

Amazon's centralized, metrics-driven approach vs. Whole Foods' decentralized decision-making
. Shift from relationship-based to algorithm-based inventory management

. Employee autonomy reduction and standardization of processes

Outcomes

High executive turnover, employee dissatisfaction, and cultural resistance despite business improvements in

efficiency and pricing.
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Key Challenges: Clash between Amazon's data-driven efficiency culture and Whole Foods' décentraliied,
relationship-focused approach led to significant cultural friction.
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Case Study 3: Disney-Fox (2019)

Background
Disney acquired 21st Century Fox for $71.3 billion in 2019, one of the largest media mergers in history.
Cultural Integration Challenges

Significant workforce reduction (4,000+ layoffs)
. Merging of distinct creative cultures and content approaches
Integration during COVID-19 pandemic complications

Reconciling different content strategies and brand identities

Ongoing Integration
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