
Is Lowering  
Operating Costs  
Your Motivation  
for a Merger or  
Acquisition?



Culture sets expectations and a common denominator by  
which people prepare for and respond to these changes.

Pre-deal diagnostic  
and planning

Value of performing a pre-deal diagnostic

In the early stages of a “Deal” focused on lowering costs, attention usually is  
placed on the financials as well as on the leadership team and its business strategy.

Moving forward, the factors that enable lower costs through integration can  
be easily forgotten or eroded during the “Integrate and Operationalize” stage. 

This risk can be mitigated by keeping the primary motivations for the M&A in focus, 
and carefully examining the people, culture and leadership aspects of integration.  
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In the midst of organizational change, culture and workforce differences drive new challenges in employee  
engagement and commitment: 

 • Organization structure and reporting relationships  
are changing 

 • People are being asked to trust and believe in 
new leaders 

 • Day-to-day roles and responsibilities are  
being redefined 

 • Prior relationship-driven ways of working may  
no longer be effective

 • Compensation may need to change as pay 
equity issues are identified and addressed 

 • Processes, policies, tools and systems may  
be different 

 • Physical location and proximity to colleagues  
may be different, impacting employee 
engagement 

 • New manager/employee teams are learning  
how to work with one another 

 • Job security fears are likely, driven by a desire  
to “prove oneself”

 • The longstanding and comfortable ratios in total 
rewards packages may require rebalancing 

Ignoring factors like these when planning the deal can slow or derail optimal integration.
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4

Maximizing synergy value

During M&A, successful companies focus on business optimization, not  
just on elimination of people, process and technology redundancies.  
Segal helps you unlock this source of tremendous value.

By taking a top- 
down approach, 
companies seldom  
realize the full 
potential value  
of the deal

Time Horizon

Realized 
Value

Accelerated  
Value Creation
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Leadership How well does your leadership team 
recognize and embrace opportunities for 
improvement (process changes, increased 
automation, organizational changes)?

Not Well   
1

       

 
   2

   

 
   3

                

 
4

                

Very Well 
   5

   

How well is your leadership team 
prepared to take on the challenges  
of an underperforming organization?

Not Well   
1

       

 
   2

   

 
   3

                

 
4

                

Very Well 
   5

   

Culture How have you handled redundancies in 
the past in ways that did not do lasting 
damage to your organization’s culture?

Products 
and/or  
Services

How confident are you in your 
company’s ability to provision, deploy, 
and support new solutions and/or 
services in accelerated schedules?

Not Very   
Confident 

1

       

 
 

   2
   

 
 

   3
                

 
 
4

                

Very  
Confident 

5

 

How confident are you in your ability to 
evaluate potential M&A targets?

Not Very   
Confident 

1

       

 
 

   2
   

 
 

   3
                

 
 
4

                

Very  
Confident 

5

 

Customers How well can you realistically achieve 
economies of scale without significant 
disruption to customer service?

Not Well   
1

       

 
   2

   

 
   3

                

 
4

                

Very Well 
   5

   

How well are you positioned to pass 
along the savings to customers as you 
achieve lower operating costs?

Not Well    
1

       

 
   2

   

 
   3

                

 
4

                

Very Well 
   5

   

Governance How well can your current organizational 
structure and manager span of control 
absorb an increase in the number of 
employees and customer accounts?

Not Well    
1

       

 
   2

   

 
   3

                

 
4

                

Very Well 
   5

   

Organization How recently have you benchmarked 
your operating model to compare your 
current cost structures with industry 
standards?

Never   
1

       

 
   2

   

 
   3

                

 
4

                

Very Recent 
   5

   

Will an acquisition improve your ability to 
negotiate better volume discounts with 
your suppliers and vendors?

Key questions to address

5

No

  

Partially

 

Yes

 



Leadership
How well does your 
leadership team recognize 
and embrace opportunities 
for improvement (process 
changes, increased 
automation, organizational 
changes)?

If you answered “3” or lower, consider conducting process mapping 
workshops to document how work is being performed, including the 
systems and tools utilized, while identifying potential bottlenecks and 
opportunities to streamline operations. 

If you answered “4” or higher, this indicates a strong business 
operations governance process that utilizes relevant metrics and 
operations visibility needed to feed continuous improvement initiatives.

How well is your leadership 
team prepared to take 
on the challenges of 
an underperforming 
organization?

Scoring below “3” may indicate your leadership team is focusing too 
much of their time on day-to-day operations and has minimal capacity to 
work on uncovering potential improvements as well as embracing new 
challenges and opportunities.

Scoring “3” suggests that you may be ready for an M&A deal but may 
need some updates to your planned processes. Scoring “4” or above 
suggests you have a solid M&A Playbook with the experience and 
resource capacity to quickly identify short- and long-term initiatives to 
both integrate and leverage the acquired or merged organization.

Culture
How have you handled 
redundancies in the past 
in ways that did not do 
lasting damage to your 
organization’s culture?

Offering early retirement and buyout packages, not backfilling roles 
when people voluntarily leave the organization, along with third-
party career counseling services are the most common approaches. 
Companies should also consider focusing on change management  
and culture transformation to help attract and retain employees.

Products  
and/or Services
How well is your leadership 
team prepared to take 
on the challenges of 
an underperforming 
organization? 

How confident are you 
in your ability to evaluate 
potential M&A targets?

Scoring below “3” may indicate some process, technology or 
organization challenges that may get magnified with the addition of an 
acquired company. Scoring above “3” means your operating model has 
matured to a point where adding additional volume or new products/
services to the mix may only require some minor reconfiguration rather 
than major changes.

Scoring below “3” may indicate the need to evaluate the operational  
fit aspects of your M&A strategy and approach to due diligence.  
Scoring above “3” means your M&A strategy includes the appropriate 
search and evaluation criteria to quickly narrow down the list of  
potential candidates.
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Customers
How well can you realistically  
achieve economies of 
scale without significant 
disruption to  customer 
service?

Scoring below “3” may indicate your current customer service 
organization is not equipped or performing well, or it is experiencing 
high turnover. Consider investing in better tools, training and incentives. 
Scoring “3” or above may mean your current customers are satisfied 
and you have the capacity to integrate the acquired organization and 
bring on additional customers.

How well are you positioned 
to pass along the savings to 
customers as you achieve 
lower operating costs?

Scoring below “3” suggests you have made the decision to use the 
savings to invest in your people, business operations or future business 
growth strategies. Scoring above “3” may mean you are seeking to be 
more price competitive.

Governance
How well can your current 
organizational structure and 
manager span of control 
absorb an increase in the 
number of employees and 
customer accounts?

Scoring below “3” may indicate the need to prepare the organization 
for future M&A deals by re-aligning the organizational aspects of your 
operating model. Scoring “3” or above may indicate you can add 
additional capacity and responsibilities to your current management team 
and continue to govern your business operations without delays or loss  
of visibility.

Organization
How recently have 
you benchmarked your 
operating model to compare 
your current cost structures 
with industry standards?

If you scored below “3,” consider conducting a business operations 
benchmark study, focused on FTEs per back office function, 
management span of control, revenue per employee and benefits cost 
per employee. Scoring “3” or above suggests you have some or all 
the baseline information you need to determine the impacts of adding 
additional employees and cost structures to your operating model.  
As benchmarking grows stale over time, information more than two 
years old may need to be refreshed.

Will an acquisition improve 
your ability to negotiate 
better volume discounts 
with your suppliers and 
vendors?

If you answered “No or Partially”, consider forming a team to consolidate 
and renegotiate contracts and pricing once the M&A deal has been 
approved. Answering “Yes” suggests you have already built volume 
discount thresholds into your contracts that will automatically be 
triggered as the volume increases. 
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As a leader in working with clients to find solutions to HR, 
benefits, workforce management and enterprise change 
management challenges, Segal welcomes an opportunity  
to discuss your readiness to embark on your next merger  
or acquisition.

To learn more, contact Fred L. Hencke,  
SVP & Senior Consultant. 

fhencke@segalco.com 
917.946.3588

© 2020 by The Segal Group, Inc.

This diagnostic tool is just a 
sample of our strategic approach 

These questions, others in our initial conversations –  
and your responses – are used to develop a set of tactical 
recommendations, which differ for each organization.

Let’s work together... 
to dig deeper and explore in more detail ways that can  
improve the outcome of an upcoming merger or acquisition – 
or even help re-align a deal in progress that is encountering 
unexpected challenges.


