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Abstract
Aims of the study

The thesis examines the contextual framework ofnieegers and acquisitions (M&As) of t
case company in the Finnish ITC field. The aim asidentify key factors affecting M&A
especially from the viewpoints of strategy process&rategic meters, pre-acquisition factors and
the integration phase, as regards the most imgartai&As of the case company (acquisitions
of Firm A by Firm B, Firm B by Firm C and Firm C tiirm D). The &n also is to identif
possible connections between the strategy procésssftect in the case company. Researc
the field is offered a shift in emphasis from thedy of individual acquisitions to that of cha

of multiple acquisitions.

Theoretical framework, methods and data of the stug

The literature review of the study concentratestlogory and concepts central to M&A; the
motivational factors and aims behind the deals,lkaydfactors in the post-acquisition integration
phase. The theoretic part also introduces the analytical backgroundhef study, the M&A
execution contextual frameworklhe method of the study is qualitative case sttaypbtaining

a holistic picture of the phenomena under studye $tudy makes use of both internal and
external documentation of the case company andviates of its experienced strategic leaders.

Results

In examining the chain of key acquisitions in these company, it appears thedpecially
strategic processes combining top-down and bottpralements, executed in a line organization
where responsibilities are unambiguously localizedje proven favorable from the viewpoint
M&As (Firms B and D).Also the stability of strategic meters and theiretal targeting ha
proven effective for the ca companies on completing the ultimate goal of M&#®eution, that

is, integration. The greatest challenge in exeguM&As was considered to be success in the
integration phase. In this, research results eniphése significance of execution, discipline and
communication.

Keywords mergers and acquisitions (M&A), strategy process, pre-acquisition phase, post-
acquisition integration, M&A execution contextual framework
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Tiivistelma
Tutkimuksen tavoitteet

Tutkimuksessa tarkastellaan case-yrityksen yrityphajen kontekstuaalista viitekehysta ICT-
alalla Suomessa. Tavoitteena on tunnistaa kesksisgtskauppoihin vaikuttaneet tekijat
erityisesti strategiaprosessien, strategisten raittan, yrityskauppaa edeltavien tekijdiden seka
integraatiovaihneen nakokulmista case-yrityksen digénpien yrityskauppojen tapauksissa
(Yrityksen B ostaessa yrityksen A, yrityksen C esta yrityksen B seka yrityksen D ostaessa
yrityksen C.). Tavoitteena on myds osoitaa mahsitliyhteydet case-yrityksessa vaikuttaneiden
strategiaprosessien valilla. Alan tutkimukselle jaan painopisteen siirtoa yksittaisten
yrityskauppojen tutkimuksesta yha enemman yritypkajen tutkimiseen osana useamman
yrityskaupan ketjua.

Tutkimuksen teoreettinen tausta, metodit ja data

Tutkimuksen kirjallisuuskatsauksessa keskitytaatysostojen ja fuusioiden kannalta keskeiseen
teoriaan ja kasitteistoon; yrityskauppojen tauatalhikuttaviin motivationaalisiin tekijoihin ja
tavoitteisiin  sekad yrityskauppojen jalkeisiin intagtiovaineen keskeisiin  tekijoihin.
Teoreettisessa osiossa esitellddn myods tutkimuisalyyttinen tausta "Fuusion ja yritysoston
toimeenpanon kontekstuaalinen viitekehys". Tutkiserkmetodina kaytetaan kvalitatiivista case-
tutkimusta mahdollisimman kokonaisvaltaisen kuvaaarsiseksi tutkittavista ilmidista.
Tutkimuksessa hyddynnetdan seka case-yrityksen puolista arkistomateriaalia sisdisen ja
julkisen dokumentaation osalta etta yrityksen kakeéen strategisten johtajien haastatteluja.

Tulokset

Tarkasteltaessa case-yrityksen keskeisten yritygh@en ketjua nayttaa silta, etta erityisesti sekéa
top-down ettd bottom-up elementteja yhdistelevéatratsgiaprosessit hyodynnettyna
linjaorganisaatiossa, jossa vastuut on selvaskapaiettavissa ovat osoittautuneet suotuisiksi
yrityskauppojen toteuttamisesta kasin tarkasteltQfidtykset B ja D). Niin ikaan strategisten
mittareiden stabiilius ja kohdentuminen tarkasti ani#ltyihin kohteisiin on case-yrityksen
tapauksessa  osoittautunut  yritysostojen toteutemmis paamaaran eli  integraation
loppuunsaattamisen kannalta toimivaksi. Suurimpaaesteena yrityskauppojen toteuttamisessa
nahtiin nimenomaan integraatiovaiheessa onnistumingiina tutkimustulokset puoltavat
erityisesti toimeenpanon, kurin ja viestinnan migta.

Avainsanat  fuusiot ja yrityskaupat, strategiaprosessi, yrityskauppaa edeltiva vaihe,
yrityskaupan jilkeinen intagraatio, Fuusion ja yritysoston toteuttamisen kontekstuaalinen
viitekehys
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INTRODUCTION

1 Introduction

1.1 Motivation and Background for the Research

Quick strategic change is essential for most cormegan today’s business climate of
globalization, hyper competition and acceleratedhnielogical change. Within this
kind of market and competition environment, manggitne change through
acquisitions appears as an attractive chance. (B@d61)

The importance of the topic is evident from theeef§ of acquisitions on intellectual
property in the working community, as well as thxéeasive business implications
the acquisitions have. Also the frequency of adfjaiss in today’s business world
and their complex nature support the value of dpect Acquisitions often involve

difficulties in implementation phase and unsatisfac post-acquisition business
performance that need to be carefully managed.odlih only a few of the mergers
and acquisitions (M&A) add value for the acquireome of the companies have

beaten the odds and succeeded in acquiring (LigdeXens, 2004).

The acquisition process consists of two intercotetephases: the phase preceding
the deal (the pre-acquisition phase) and the plialtmving the deal (the post-
acquisition integration phase). The acquiring comypahas to compare the
attractiveness of the deal against its stratediomale. The integration process can
be defined as a directed process to implement @g@onal change, affecting
largely the acquired unit(s), into the desiredtsgec direction. The ultimate financial
success of the acquisition is defined by the chaggeng effectively implemented
during the post-acquisition integration phase. (f¢atagh & Jemison, 1991,
Schweiger et al., 1993)

The principal message of Haspeslagh & Jemison (1@9that the main distinction
between successful and unsuccessful acquisitiessriiunderstanding and managing

the processes by which acquisition decisions ameedaout. The key objective of
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this research is to deepen the understanding dfrtheacquisition contextual factors
affecting the major M&As within the case companyeTlresearch issue examining
the case company’s firm-acquisition contextual ®amrk in order to enhance the
understanding over the phenomenon includes the gmmé-post-acquisition factors;
organization and strategy -related contextual factthe global and societal drivers

and acquirer- and acquisition target-related cdntdxactors.

The case company’s several consecutive acquisitiorthe ICT field are under

examination from the perspective of the Finnishntpuorganization. The research
focus covers years ranging from 2004 to 2012: thgmacquisitions of Firm A by

Firm B in 2004, Firm B by Firm C in 2006 and, theshrecently, Firm C being

acquired by Firm D in 2012.

The research is carried out by using the case mdthancover the abundance of
strategic pre-acquisition and post-acquisition dextinfluencing the acquisition

contextual framework. For an acquisition to be ssgstul, the company needs to
manage the whole process from choosing a righetargmpany to having a suitable
culture in place to accept the acquisition as &aspossible (MacDonald & Thomas,
2003).

The particular setting is extremely rewarding fesearch purposes because the
acquisitions under investigation have occurredraya relatively short time period,
which makes it possible for a researcher to gettivaly comprehensive data over
the research phenomenon, exposing the distinctcespd the firm-acquisition
contextual framework.Thus, the strategic development phases of thisaiocert
company’s development from a relatively small F&milCT company into a world
class global company in just fifteen years’ timeegi a fruitful structuring and
analyzing instrument for the fascinating and tobighenomenon of firm-
acquisitions. As for example Barkema & Schiven @f)Ostate, instead of focusing
on a single acquisition, focus should be on tha’groverall acquisition strategy and

the stream of acquisitions.

The research objective is to formulate an overaliupe of the contextual framework

of the case company’s consecutive firm-acquisitinalsiding the strategy processes,

2
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strategic measures representing the practicaldditiee strategy process within each
acquisition, pre-acquisition factors, as well asstgacquisition integration

characteristics and actions. This overall pictwsefdrmulated by combining the
findings from multiple data sources, including avelh internal documentation data
sources (strategy descriptions, process descritiontegration project plans,

manuals, reports), archival strategic measures (lzance scorecard samples,
performance measuring principles) and external oh@ruation data (statistic data,
annual reports, press releases, internet pagesd. #dmi-structured interviews are
utilized (material recorded in interviews of stgits’ views over case company

M&As, and strategy processes).

In addition, learning from M&As beyond single acsjtion is one of the perspectives
to be examined in the research’s semi-structuréehiilews. Potential integration
problems may arise from many-sided, unclear cudtared views on cultural issues,
which need to be carefully managed. (Bjorkman gt28105) The essential decision
makers in the case company are the ones who cahefuladvance their
understanding through the learning from M&As beyaidgle acquisition. Thus,
within the thesis context, one of the aims of tesearch is to investigate the
understanding and learning of the key strategi$tthe case company over the
research phenomenon and exploit their knowledgéh@fmajor M&As that have
occurred in the case company during the last deaadme of the data sources and

further promote the learning.

Research aims to improve understanding over theifgpeontextual framework of
the case company’s consecutive firm-acquisitionsliring all the influential factors
and reciprocal connections between acquisitionsirmpdove the changes to succeed
in realizing of M&A planned synergy advantages asllvas to avoid potential
integration problems according to the understandaiipered through the analyzing
of the data from the multiple M&As of the case ca@np. When structuring and
analyzing the distinct acquisitions the regulasitisimilarities and deviances are to
be marked out in order to understand the phenomandrto be capable to manage
the cultural differences endogenous in a compamyesh through case company’s

M&A historical background.
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This thesis research will potentially help the arigation in the future to overcome
the obstacles faced in the human, operational asthéss senses during acquisition
processes by increasing the understanding of tmtexbbound aspects of the
acquisitions. It may also give more perspectiverésearch purposes, widening the
current research focus from individual acquisitignes se to the stream of several

acquisitions settled in their contextual backgraind

1.2 Research Questions

Research questions concentrate on the followinig#tie topics utilized to create the
comprehensive picture of the case company’s firquasition contextual framework.
Questions are assessed and reflected againstcthigadata findings as well as case

company’s Finnish top strategic management intertiedings:

What kind of strategy process did each of the casmmpany firms have?

The presentation of the strategy process desctitgepractices, emphasis and other
characteristics by which the strategy is carried, dormulated, implemented and
reviewed in the particular firm, and also the powelation between the Finnish

country organization and the headquarters.

How did the strategic measures express the practickevel of strategy
process of each of the case company firms?

Characteristics such as the number, emphasis anidyabf the strategic measures

reflect the practical level of the strategy process

What were the pre-acquisition acquirer-side motivaional as well as
influential background market factors behind each @ the M&As?

* Firm B acquiring Firm A

= Firm C acquiring Firm B

= Firm D acquiring Firm C
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Analyzing the background market -related as wellaeguirer motivation -related
aspects “Why did the particular acquisition target selected as a target?” might

reveal important firm-acquisition context factors.

What was each of the post-acquisition integrationtsategies like?
» Post-acquisition integration strategy of B/A
= Post-acquisition integration strategy of C/B
= Post-acquisition integration strategy of D/C

Post-acquisition strategy analysis is an importpatt of the M&A post-deal
execution level of the firm-acquisition contextdattors and has to be covered in

order to build a comprehensive understanding dvwephenomenon.

1.3 Structure of the Thesis

The thesis contains six main chapters. The firaptdr justifies the relevance of the

research in today’s business life. It also outlitiestopic of the research and defines
the scope and objectives of the study from thepeets/es of the case company’s
interest as well as the interests of the wideraietecommunity. Also the motive and

background for the study is built up in Chapter 1.

The second chapter includes the literature reviger ¢he significant background
research done in the field. The literature reftattconcentrates on historical M&A
waves, motivational aspects and objectives of M&Rsen the process of M&A and
the main phases as well as learning related to M&#es covered. In the end of

Chapter 2, the research analytical framework i®thiced.

The third chapter deals with methods and data. Thaepter illustrates the
methodological choices of the thesis researchistt sluminates the data collection
and analysis methods and characteristics of thermapdata, and gives justification
for the choices made. The empirical data gathdrexligh internal (non-public) and
external (publicly available) literature and sigraint information from the

qualitative semi-structured interviews are alscegivn Chapter 3. In the conclusion
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of the chapter, the generalization, validity antlalglity estimations of the thesis

research are done.

The fourth chapter goes through the empirical figdi generated by analyzing the
data. The findings are classified according to fimer central research question
themes. The first of the themes is strategy presestthe firms and the influencing
on strategy work from the Finnish country organ@atin each of the acquisition

phases of the case company. The strategic meaatgehen covered as practical
examples of the strategy processes. In the theth#) the pre-acquisition motives in
each of the acquisitions are discussed in eaclmeofphases according to external
material and interviews. In the fourth theme, tlstgacquisition integration phases
of the cases are examined according to internalyiation material and interview

findings.

The fifth chapter contains the discussion aboutfthdings. The central findings

presented in Chapter 4 are assessed and conteagtex$t the literature reviewed in
Chapter 2; after reflecting on those, the mostr@séng points of convergence are
highlighted.

The sixth chapter provides the summing up of thele/tthesis and the conclusions
of the research, being responses to the reseasdtigps derived from data analysis
and reflecting on the background theoretical lign@ Chapter 6 also gives the final
conclusion of the whole thesis research, and ex@snine aspects raising questions

to be further discussed.
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2 Theoretical Background

The empirical data of the thesis contains rich nmtereceding and following
acquisitions in the course of the case company&ohcal timeframe and the
interviews assessing the acquisition experiencelssamtegy work related to that.
The focal theory and concepts behind M&As, acqaisimotives and objectives as
well as post-acquisition factors and consequencesassessed in this theoretical
framework chapter. Also the analytical researchm&aork, a context of M&A

execution, is presented in the chapter.

2.1 Mergers and Acquisitions (M&A)

The thesis concentrates on mergers and acquiséi®msucial strategic occurrences
in the case company’s historical timeframe and es éxplanatory elements in its
growth path. The primary interest of the thesigrisacquisitions defined as inter-firm
associations where one firm buys another. These ttebe separated from mergers
where two companies merge to form a joint new gntitat is, previously separate
companies become one by combining their operatinsacquisition refers to a
transaction in which an acquirer uses capital @agk, debt or cash) to buy another
company. The acquiring party tends to be biggenare important than the acquired
one in terms of market share or going-concern valWllden the acquiring and
acquired parties in acquisition are roughly the esasize or position, the term

“merger” is usually used instead.

There can be also reverse takeovers where a sncaltlepany buys a larger one.
(Faulkner, 2012) If the first offer is objectedlg the incumbent management, the
takeover is defined as hostile. A bid is succesHftihe bidder acquires the target
with its original or revised bid. If the firm staysdependent or is later acquired by
another bidder, a bid is unsuccessful. (Franks &&nal996) In economic terms,
most mergers are acquisitions because there ters & buying party that buys out

a majority stake or all shares of a firm. Howevgenuine mergers indeed exist

7
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comprising value chains and management teams otawgoanies jointly providing
competitive advantage. It is also known that in ecrases acquisitions are called
mergers to mark their innate or desired equityullieer, 2012)

2.1.1 The historical timeframe of mergers and acquisgion

The history of mergers and acquisitions (M&A) candescribed as separate waves,
as shown to have occurred in the course of time (Sgure 1). This division has
been done based on intense M&A activity in the beigig of each wave. The
activity of each wave later returns to the previtmvel of merger frequency. There is
a slight delay before M&A failures are recognizadd then the M&A wave can be
identified in full. Once the failures are realizatl a critical rate, the M&A wave
breaks down. The first of the mergers and acqaisstivaves dates back to the turn
of the 28" century in the United States and is viewed aspamse to major changes
in technology, economic expansion, legislation al as industrial stock exchanges.
(Kolev et al., 2012; Martynova & Renneboog, 2008nkner & Steger, 2008)

Share of Merger & Acquisition Deals per Merger
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Figure 1. The Life-cycle of mergers and acquisitionvaves (Kummer & Steger,

2008)
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The first two waves were characteristically USA4cien and the third wave (1960s)
concentrated on the US, United Kingdom and Contaldurope. From the fourth
one (1980s) on, the international scale has beevafant. The fifth M&A wave is
interesting as regards the research time frame hef thesis. It occurred
simultaneously with increased economic globalizatemd technology revolution
starting with the 1990s. The wave was charactealyi global, including intense
acquisition activity in the United States, Europel #sia. In agreement with global
strategy, cross-border acquisitions increased ebogly, which helped domestic
companies compete against international competi@ostrary to the 1980s merger
and acquisition wave, acquirers presumably reliedstock in order to complete
transactions. In 58 per cent of the cases, traiosactvere financed with stock as a
whole. Ultimately, the main driver of the fifth wawseems to be deregulation and
privatization that especially affected acquisitiaativity within industries like
communications and information technology. (Martya@& Renneboog, 2008) Also
Haspeslagh & Jemison (1991) noted that while inghst acquisitions tended to
happen in waves, in the nineties the acquisitioenpmenon appeared to become

increasingly broad based, fragmented and global.

2.1.2 Motives for mergers and acquisitions

Even though research has presented a number td#gitracquisition backgrounds,
they can be categorized broadly into four primargtiwational categories: value
creation, managerial self-interest, environmentaitdrs and firm characteristics.
(Haleblian et al., 2009)

The value creation category includes the subcaegof market power, efficiency,
resource redeployment and market discipline. Mapkster refers to the attempt to
reserve more value to the customers. The generalbehind this is that when there
are fewer firms in an industry, the industry-lepeking power increases. In order to
diminish the cost part of value creation, econosnisave also assessed that
acquisitions could be motivated by the wish to éase efficiency. Scholars have

also proposed that managers view horizontal adeunsias a tool of simplifying the
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redeployment of assets and competency transferderdo develop economies of

scope. (Haleblian et al., 2009)

Equivalent with this was the finding of Capron &€(1998) stating that horizontal
acquisitions tend to lead to considerable resotgakgnment between acquirers and
acquired companies, particularly with the resourtest regularly face market
failure. The research categorizes resources inforeaparty typology of R&D,
manufacturing, marketing, managerial and financedources. In their research
Capron et al. (1998) state that redeploying ressurdéollowing horizontal
acquisitions provides a means by which a businassexpand and utilize strong
firm-specific resources. Redeployment of the resesirto acquirer also gives an
opportunity for the strong resources of an unswsfoebusiness, as well as for those
successful businesses that have reached theis lmhitheir success, to survive in
industry. The research of Capron et al. (1998)athithe focus of theoretical analysis
of M&A from neoclassical economic industrial orgzation theory, highlighting
similarities between different businesses, intoeaource-based and evolutionary
view underlining the relevance of organizationdfedences in competitive markets.
(Capron et al., 1998)

Market discipline is a dimension of value creatrmantives stating that acquisitions
may enhance value when exerted to discipline iogffe managers. Thus,
acquisitions can assist in protecting shareholfter® bad management. With the
exception of actions excluding potential biddets,can be difficult to identify

corporate control managerial actions that woulduatt damage shareholders.
Jensen & Ruback (1983) define corporate contréhaset of rights to determine the
management of corporate resources, including tiietsito hire, fire and set the

compensation level of top management. (Jensen,, J@88en & Ruback, 1983).

Although many frameworks suppose that acquisitiame made to maximize
shareholder value, a significant amount of reseatdws the contrary to be true.
According to that evidence, acquisitions destrogrsholder value when managers
try to maximize their own self-interest. The sulbbegmries of this motive are

compensation, managerial hubris and target defeawsies. (Haleblian et al., 2009)

10



THEORETICAL BACKGROUND

A group of finance and management scholars havedsimated essential correlation
between upper grade compensation, ownership andisetcon manners. For

instance, industries having higher compensationG&Os generally demonstrate
greater acquisition activity (Angrawal & Walklingl994). Furthermore, the
acquiring CEO and director stock option payments @ositively connected with

such activity (Sanders, 2001; Deutch et al., 208part from compensation, other
work has shown that also managerial confidence imagase acquisition behavior.
Finance scholars were the first ones to noticeghenomenon called “CEO hubris”:
fulsome self-confidence and exaggerated pride pt@EDs into believing that they
can make money with acquisitions. (Roll, 1986) Adoog to Kummer & Steger

(2008) the main reasons for M&A failures stem fromrealistic expectations and
(over)confidence, with promoters and external aglvdistrust and group dynamics

all playing crucial roles.

Environmental factors as background motivationatives for acquisitions refer to
environmental uncertainty and regulation, imitateamd resource dependency, and
network ties. As noted earlier, strategic managenitrature has researched the
issue whether the fit between environment and tmepany strategy is favorable for
acquisition behavior. Part of this research hasvshihat uncertainty in environment
defines whether a company chooses to acquire ectdirinto other cooperative
technigues. Haleblian et al. (2009) state thatoalgihh uncertainty in environment
increases the probability of collaboration compaiethe probability of acquisition
(Folta, 1998), commercial uncertainty decreasegtbbability of acquisition vis-a-
vis licensing agreement (Schilling & Steensma, 200@mpared to acquisition of a
partner equity, collaborations provide a diminishedallity to fight opportunistic
behavior. (Folta, 1998) Environmental factors iweolimitation and resource
dependence — the category stems from sociologiadies from firm acquisitions.
The first aspect refers to the widening inter-orgational imitation that Sterns and
Allan (1996) noticed while investigating fringe arg that first initiated innovations
that enabled them to merge and become success$iigl.id further discussed when
examining research done by Yang & Hyland (2006 $acond aspect mentioned —

resource dependence — was pioneered in Pfeffed&2j1study in which he pointed
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out that companies manage organizational interdbgenes by adopting needed
resources through mergers: to integrate symbiatespto absorb competitive ones
and to merge for diversification or merge to evadesting interdependencies by
diminishing them. (Pfeffer, 1972) Management sci®laave also underlined the
importance of network ties as a force behind adtpisbehavior as the third source
of environmental motivational factors. Managers tMangain peeresemblance as a
vital consequence of acquisitions. (Haleblian gt2409)

Firm characteristics as motivational factors can digided into acquisition
experience and the firms’ historical operationalrf@@enance in acquisition
occasions, as well as firm strategy and positialated factors. Acquisitions are an
excellent context to study organizational learniggacquisitions are separate events
having strategic significance. (Haleblian et al002) Research on acquisition
experience has pointed out that recent track relsasda positive correlation to later
acquisition probability, especially when this expece is successful (Haleblian et
al., 2006). Certain types of acquisition experientay also direct the acquisition
actions taken, according to another study. For gkatmorizontal, vertical or product
extension types of acquisitions can contributeht likelihood of the same kind of
acquisition actions being conducted later (AmburgeMiner, 1992) and decrease
the probability of other types of acquisitions (\ga& Hyland, 2006). Amburgey &
Miner (1992) define three categories of strategiommantum referring to the
tendency to maintain or widen the emphasis andtiire of prior strategic behavior.
Momentum is repetitive when organizations repeagvipus strategic actions
whereas it is positional when organizations cargt actions maintaining or
extending existing strategic positions. Contextuamentum in turn occurs when an
organization’s general traits like organizationalsture shape the strategic action.
In terms of repetitive momentum, the expressiomefgers tends to increase the rate
of mergers of the same kind, while according to ¢batextual momentum model,
organizational decentralization in turn raises phabability of diversifying mergers
(Amburgey & Miner, 1992).

Results of Folta (1998) support the existence pétidve and contextual momentum

in merger activity. According to Yang & Hyland (2)) companies can imitate on
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three levels, which can occur independently as a®lsimultaneously — individual
firm level, market level and industry level. Thetudy within these multiple sources
states that companies are strongly influenced hgratompanies. In the individual
firm-level, as a company takes actions, it builgsroutines and competencies to be
utilized as engines of future actions. In the indukevel, companies tend to mimic
the actions of their closest competitors, and enrtiarket-level to follow the masses
in exploring novel strategies, especially when camnenvironment expresses a
higher degree of instability of actions. In additiohe study refers to the tendency to
make explicit the companies they are the most frigbgoing to imitate. (Yang &
Hyland, 2006)

Efficiency theory of mergers dominates the fieldcofporate strategy as well as the
research on merger motives. Efficiency theoriesvvigergers as being motivated by
the quest for mainly three types of synergies:riaia ones resulting in lower costs
of capital, operational ones combining functionsddferent units, and managerial
synergies from the bidder's managers having prbferalanning and monitoring
abilities which should also benefit the target’'srfpenance. Financial synergy
theories are in conflict with efficient market. Alsaluation theories relying on the
concept that the managers who have planned anditesemergers become more
aware of the target’s value than stock market ai@eatly in conflict with efficient
market. By investing in unrelated business, a camman gain financial synergies
and lower the systematic risk of the company’s stnent portfolio. Another way is
to increase the company’s size, which may give t¢e inexpensive capital. The
third means is to establish an internal capitalketathat may operate on preferable
information and grant capital more efficiently. &titwein, 1990)

2.1.3 M&A Objectives

Recent theoretical frameworks state that there moee than the four possible
acquisition strategies traditionally described hie earlier ones. Although many of
the strategies proposed by Bower (2001) are relgtiakin to those examined earlier
— like product/market expansion — Bower recogniaks® complementary types of

strategies.
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According to Bower (2001), acquisitions occur fimefcentral objectives:

* To manage overcapacity in mature industries by reaciliation
e Toroll-up competitors in industries geographicallydispersed
e To broaden into new products or markets

* To act as a replacement to R&D

» To capitalize on eroding industry boundaries by crating an

industry

The different activities mean varying challengebe Tovercapacity M&A strategic
objectives refer to the fact that a vast numbethefmergers and acquisitions takes
place in industries that have significant overcégadhese tend to be older and
capital-intensive sectors. Industries in this catggnclude automotive, steel and
petrochemical. From the viewpoint of the acquitbge motive of the acquisition is
evident: “eat or be eaten”. Thus, the acquirer shddwn the less competitive
facilities, prunes back the less effective managerd rationalizes administrative
processes — all these make strategic sense. A roajarern according to Bower
within the overcapacity and M&A activities framewas to decide quickly what to
eliminate, because the merged company cannot béetore rationalization has
been done. If the acquired company is as largen@satquiring company and the
processes and values between those differ graatijning can be expected to be
easy. In addition, if it is a merger of equals,réhwill presumably be a struggle for
control between the management groups of both coiepa

The geographic roll-up M&A generally takes placélieain an industry’s life cycle

than overcapacity acquisitions. Companies havingcessful strategies widen
geographically by rolling up other companies inaaént territories. Often the
operating unit stays local if the relationship witle local customers is felt to be
important. As both the overcapacity acquisitiond gaographic roll-ups consolidate
business, those can be hard to distinguish. Rdl-ae planned for achieving
economics of scale and scope, and associated mgtlereating of industry giants.
Unlike overcapacity M&A, geographic roll-ups arenwwin scenarios and thus they

are often easier to follow through.
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The product and market extension M&As are aimecdexending a company’s
product line or reaching international coveragan8ames these are quite similar to
geographic roll-ups, whereas at times containirgjsieetween large companies. The
probability of success depends partly on the adgriscompanies’ relative sizes. A
chief concern within product and market extensio&Ad is the anticipation of
cultural and governmental differences that mayrmentered with integration. The
bigger the size of the company compared to ther gthety, the bigger the chances of

success; the more experienced party also has aat@die over the other.

The M&A as a R&D category is a substitute for indke R&D. Some high-tech and
biotech companies utilize acquisitions insteadheirtown R&D in order to quickly
create a market position to respond to shortenirgiyct life-cycles. The final
category is called the industry convergence M&Aoririthe M&A target’s point of
view, the acquisition in these cases is often dbkrbecause of the excessive costs
of building a sustainable company in technical ratgsk Apart from these actually
conceptualized mergers and acquisitions strateBmaser (2001) highlights also the

existence of plain financial investments as antaafthl form of M&A strategy.

2.1.4 Process of M&A

The acquisition process consists of two intercotetephases: the phase preceding
the deal (the pre-acquisition phase) and the plialtmving the deal (the post-
acquisition phase). The objective of the pre-adtjors evaluation phase is to
estimate whether it is profitable for the acquiterengage in an acquisition in the
first place or not. The acquiring company compdhes attractiveness of the deal
against its strategic rationale. The integratioocpss can be defined as a directed
process to implement organizational change, affgckargely the acquired unit(s),
into the desired strategic direction. (Haspeslagle&ison, 1991)

The principal message of Haspeslagh & Jemison (1@9that the main distinction
between successful and unsuccessful acquisitiessiiunderstanding and managing

the processes by which acquisition decisions amieda out. Deepening the
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understanding of these processes and their coondstihe primary objective of this

chapter.

The process of M&A can be divided into phases atiogrto task complexity (see
Figure 2). The first of the phases are pre-M&A stadike searching and selecting a
potential target and then performing the integrajidanning and price evaluation.
After that, in the order of increasing task compglexfollows the M&A transaction
phase containing negotiations and due diligencenpeising reviews of the seller’s
documentation, contractual relationships, operatimgtory and organizational
history; McSweeney & Happonen, 2012) and finallyas the most demanding phase
— the post-M&A phase: the actual integration. Thejanty of the theoretical
concepts sorts the integration process and itgt®igto short-, mid- and long-term
timeframes. Short-term goals are relatively easy &mst to realize, covering
presumably just 20% of all synergies; the remairaler the strategic ones, to be

realized in the course of time. (Kummer & Steg@0&)

Task Complexity

3

Pre-M&A (1) Pre-M&A (2)
Potentail Targets Integration Planning
Search/Selection Price Evaluation

+ Time

Figure 2. The process and task complexity of M&A (Kimmer & Steger, 2008)

Although the importance of post-acquisition intdigna was noticed in earlier
literature (Howell, 1970) the characteristic praced nature wasn’t noticed before
the studies of Jemison and Sitkin (1986) and Hdaglks& Jemison (1991). For
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instance Howell (1970) identified the consecutiages in acquisition process to be
1) Strategy formation, 2) Investigation and setatti3) Negotiating the contract and
4) Integrating the operations and 5) Planning & tmmnsystems. According to
Howell, successful integration of operations degend the organization of the
acquisition relative to the parent, the utilizati@ihopportunities for integration, and

the creating of systems for planning and contiebdwell, 1970)

Acquisitions could be observed both from strategied financial “choice”
perspectives and from a “process” perspective @@mi& Sitkin, 1986). The
viewpoint refers to the argumentation that the sasful outcome of an acquisition
depends on the entire acquisition process involath the pre- and post-phases.
Acquisitions don’t depend solely on the *“choice” dea(choosing the right
acquisition target) but also on the “process” (t@nner in which the whole process
is managed). Before this view, acquisitions werensas individual deals, the main
focus of which was on price. In addition, the decismaking process leading to
acquisition was seen as sequential and linear,acong the setting of strategic
objectives, searching and screening, strategic uatiah, financial evaluation,
negotiation, agreement and integration. The propesspective underlines that the
acquisition process as a whole, in addition totegia fit and organizational fit, is a
factor affecting acquisition outcomes.

In the research of Jemison & Sitkin (1986) the a@dimuous nature of acquisition
occurrences in organization history is also poirgeadt It is emphasized that only a
few companies carry out acquisitions on a routiasid) and as a result of this, the
activities of the firms are more structured towaaodBer businesses. (Jemison &
Sitkin, 1986) In contrast, the process view sumzbrby Haspeslagh & Jemison
(1991) illustrates acquisitions as belonging to twenpany’s long-term renewal
strategy, not as independent, once-off deals. Aaiditly, they argue that value is
created only if the acquired company is integrakedright way. According to them,
integration can better be understood by breakimgfdat a process of interactions that
generate an atmosphere promoting the transferringapabilities to reach the
acquisition’s purpose. The core of the integrapoocess is the interactions between

the two companies setting up the atmosphere faalbty transfer; more about this
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in chapter 2.1.4.2.1 "Managing the Implementatioithportant argumentation here
is that instead of seeing pre-acquisition decisi@aking and post-acquisition
management as separate activities, those shouldrea¢ed as interdependent,

although both present different challenges. (Hdaghs& Jemison, 1991)

2.1.4.1 Pre-acquisition strategic frameworks

As acquisition is a synthesis of the assets ofiaoguand acquired companies, value
is created when these assets are used more edfgdby the merged company than
by the acquiring and acquired company singly. Thastruction classifying the
acquisitions, by measuring the strategic fit betwaequired company and acquirer
as well as the relative significance of differeitd,falso serves to test the hypothesis
about the value the mergers generate. Because ogmphave a plethora of
contractually bound assets, it is evident thataaltin merger as a whole creates
value, specific combinations of assets may redneesalue. The strategic fit system
offers a more detailed means for addressing theevahnpact of certain asset
combinations. (Shelton, 1988)

Shelton’s acquisition classification system issthated in Figure 3. In the figure, the
ways in which an acquired business changes thauprodarket opportunities for the
acquirer company are shown. It is based on théedleomplementary and related-
supplementary concepts that originated with S&t&keinhold (1979). A correctly
related-complementary fit is vertical integrationyhereas a pure related-
supplementary fit is horizontal integration. Inshespect, a related-supplementary
acquired business mainly offers the acquirer actesgew customers and markets
and little in the way of new assets or productslated-complementary target
businesses offer the acquirer new products, assedkills for product markets, but

not access to new markets.

Within the context of the framework, technologypgwction and distribution in the
particular case need to be evaluated by determitnagrelationships between the
businesses. For one business to be related toaanathleast three of the following

four criteria should be met: 1) same type of cusi@mmserved, 2) same type of
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product sold, 3) similar technology utilized in duextion and 4) similar purpose
served in use. Customers are likewise classified four groups as follows: 1)

consumer, 2) professional, 3) industrial and 4)egoment customers. Because
businesses are selling products at different stafjéiee production process, products
can be grouped into three categories: 1) retafinished goods, 2) wholesale and

intermediate goods and 3) raw materials. (Shelt888)

Business fits in which the assets of either thaumeq or the acquired firm are used
more intensively — identical, related-complementary related-supplementary —
create value according to Shelton. Nevertheless nibst value is created through
acquisitions allowing access to new markets (rdiatgplementary) or occurring in
the same business (identical), according to thearek. (Shelton, 1988)

Related-Complementary Unrelated

E New Products New Products

-E Similar Customers New Customers

'

E Identical Related-Supplementary

'-E Similar Products Similar Products

&| Similar Customers New Customers
SenvingNew-Customers >

Figure 3. Strategic fit between a target and a bder business (Adapted from
Shelton, 1988)

Framework studies beginning with Shelton conceetraton the strategic
compatibility of how the acquisition target wouldnoplement the acquiring
company in terms of products and markets. (Shelt6B88) Other kinds of matrixes

concentrated on positioning the business in iteres context, having an optimal
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competitive position focusing more on the fit betwethe capabilities of the parent
company and the acquisition target. An example hié kind of matrix is the
Parenting Fit matrix (Figure 4).

For assessing purposes in the Parenting Fix Mdtuginesses are classified into five
types: heartland, edge of heartland, ballast, atemntory and value trap. The
classification can be done by asking two questiadljsWill there be internal
synergies between parent’'s value creation insigind opportunities in business?
and 2)Will those point out the most important externapopunities?Answers will
range from high fit where the value creation viemp® fit with the most important
possibilities, to low fit where the value creatiglewpoints are not concentrated on
any of the crucial opportunities. In the case tradtie creation viewpoints point out
all the important opportunities, there is no chafmea rival parent to generate

superior value creation viewpoints. (Goold et H95)
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Figure 4. Parenting Fit Matrix (Goold et al., 1995)

2.1.4.2 Post-acquisition integration phase

The serious work starts when the deal has beerdigfi and the whole new phase
in the participating organization’s corporate lifegins. The post-deal phase has been
referred to in numerous ways in literature: thetyaasgjuisition integration phase, the
post-merger integration phase, post-acquisitiongerephase etc. Regardless of the
terminology utilized, it is from this moment onwatdat the desired objectives,
synergies and cost effectives should be pursueld avwengeance. (Teerikangas &
Joseph, 2012; Haspeslagh & Jemison, 1991) As Hasgpe& Jemison (1991) put it

"All value creation takes place after the acquisitio
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2.1.4.2.1Managing the Implementation

An important question in post-deal integration cams the optimal degree of
integration. In the case of mergers, this means dbegree to which the two
organizations should be merged. Another key quessillow eager the acquirer is to
learn from the target company’s best practices.oftiog to Teerikangas et al.
(2012), in the ideal case, integration is two-way &ransfer of post-deal knowledge

and capabilities is mutual.

The most widely known framework presenting acqusiintegration approaches is
the one presented by Haspeslagh and Jemison in (B@dre 5). According to
Haspeslagh & Jemison, the acquisition integratitatesis the source of value
creation and the stage that makes acquisition wbik.evident that value cannot be
created until the two companies come together aad svorking towards the

acquisition’s objective.

While managers recognize the significance of thegration process, negotiators
often gloss over detailed discussion of integrati@mtause of its uncertainty and
complex nature or other pressures during negotiapoocess. In addition, the
meaning of integration varies between differente/mf acquisitions — who are
involved in a process and what types of capalsliteee transferred in a certain
acquisition type. Haspeslagh & Jemison (1991) eoirdut a uniform set of factors
that remained the same regardless of acquisitipa ty differences in integration
requirements. In integration, two organizationsrdedo work together in an
interactive process and cooperate in transferniog fthe capability transfer itself;
creating an atmosphere that can promote it is dleclyg®e too. (Haspeslagh &
Jemison, 1991)
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Figure 5. The Acquisition Integration Process (Adaped from Haspeslagh &
Jemison, 1991)

Schweiger et al. (1993) introduced a theoreticalehdo be utilized in managing
different M&A implementation requirements. The frework focuses on M&As

having value-creative focus and transacted fortegra reasons. In order for the
M&A to preserve effectiveness, strategy must rermasnthe driving force of the
acquisition implementation. The fundamental valtithe deal will be determined by

the extent to which strategy is realized.

M&As require changes to be made in both of the camgs for strategic advantages
to be realized. Finally, the quality of the changebkieved and the extent to which
they are effectively implemented will decide theaiincial success of M&As. The
change process demands decisions covering the,dep#tion and nature of the
changes and the speed of the change process aaswatiblications for facilitating
the change process. Characteristic changes madieincourse of M&A are
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eliminating or shutting down units, combining uni@nd constituting new

interrelationships among units. (Schweiger et1&93)

Schweiger et al. (1993) point out two crucial elatse in managing the
implementation process. Firstly, the workforce rseéunl be stabilized in the early
phases of M&A to avoid unwanted turnover of key fpssionals and losses in
productivity. Secondly, change process of integrahieeds to be managed. A badly
managed change process may lead to inadequateniemigtion and thus deficiency
of strategic targets of M&As. This will result imfavorable financial performance.
Before closing the acquisition deal, in the duégditice phase, the uncertainty and
insecurity are notable problems that can lead ¢vemployee trauma, absenteeism,
turnover and lower productivity and morale (Napdar al, 1989; Schweiger &
DeNisi, 1991; Schweiger & Walsh, 1990). Althouglerdn are various reasons why
managers cannot communicate promptly and honestyl of the related situations,
the study of Schweiger et al. (1993) emphasizeddbethat every effort to do so
should be made.

The core activity in the change process of postsdipn integration is to combine
two previously independent organizations into drtee final form of the blended
organization will vary depending on the strategattis currently driving the merger
or acquisition. Strategy also affects the compyeaitthe change process. The issues
to be addressed in the change process include:vibtine decisions concerning the
change be made? How will the differences betwegarozations and units be
managed? How are employee dislocations managedeverdually, how will the

combined organization be rebuilt and solidified@hi{Beiger et al., 1993)

Change decision-making is of particular importamecethe integration. Although
many might say that representatives from both conesashould have equal power
in change decisions, this is rarely the case, @speevhen one company is fully
assimilated to another. There are advantages asadwdintages to different levels of
distribution of decision-making power. In the scemaf equal distribution of power,
both of the companies are likely to be representece equally in crucial situations

like HR policies, employee retention, work procesturetc. Also learning and
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understanding is enhanced between organizationsinBsome cases, for example
when there is only a short time to follow throughplementation in a chaotic
situation, autocratic decisions could be very @dde. Equal distribution may also be
challenging to achieve because of demanding effectiooperation as well as
conflict resolution and sharing of the power amdog managers, which is not
always among things top managers are willing orehaatience to do. (Schweiger et
al., 1993)

The ultimate challenge in M&A is to manage the iikbig of an organization. This

presumes advancement and solidification of top mpament and teams within the
units. Rebuilding the organization demands thaitatjies, organizational and unit
goals, cultural norms and reward systems as wahdigidual role and expectations
are clarified, developed and communicated. Natyrdhe blending of two large

firms where multiplicity of the units is affectedillwequire more rebuilding work

than the acquisition of a small company where anlfew units and people are
involved. (Schweiger et al., 1993)

2.1.4.2.2Time-span of integration phase

There has been plenty of evidence that acquisisbiosild be set in the buying firm’s
broader corporate historical context in order todemtand the acquisitions
integration-wise and performance-wise. For instamtea study of 25 Dutch
multinationals’ acquisitions patterns, Barkema &uhiven (2008b) reasserted the
previous evaluation given by Biggadike (1979), istatthat complete post-
acquisition performance might not be achieved uililyears have passed since the
acquisition deal. In today’s dynamic fast-movingrkeds there tend to happen many
significant acquisitions in that time-range witham organization’s history. A
sequence of acquisitions increases the internal faerestructuring, affecting the
management of a particular acquisition. Recentaresefindings highlight the need
of long-term post-acquisition perspective, and ldrggth of the integration process
can be seen as five to twelve years post-dealeddsof focusing on a single
acquisition, the integration work should be focusadhe firm’s overall acquisition

strategy and stream of acquisitions. Today, a vasjority of multinational
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companies consist of a multiple companies acquoedr the firm’'s corporate
history. This in turn results in a volume of cudisy structures and ways of working.
(Teerikangas, 2006; Barkema and Schiven, 2008b).

2.1.4.2.3Success Factors of Integration
Drucker (1981) has proposed a traditional set wle’s for successful acquisition”:

Rule I: Acquire a company having “common core oftyin— either a common
technology or markets or in some situations pradacprocesses. Financial links

alone are not sufficient.

Rule II: Consider company’s potential contribution$ skills to the company

acquired. There should be contribution and it baset more than money.

Rule Ill: Respect the products, markets and custemé the acquired company.

There should be “temperamental fit”.

Rule IV: Within approximately a year, there mustébop management provided to

the acquired company.

Rule V: In the course of the first year after meygelarge number of managers from
both acquisition party companies should acceptbietaromotions from one of the

previous companies to the other. (Drucker, 1981)

As Paine & Power (1984) point out, Drucker’s rutel/ on two basic beliefs: that
M&A can be financially successful or meet the oligational goals or needs and, on
the other hand, that the actions of managers hasmgraficant influence on the
success of the acquisition. Managers can excel padicularly by getting
information and by planning their activities. Maereg presumably need experience
and/or skills to make successful acquisitions. rhplementation phase following
acquisition is crucial, as are human relationsassWill in all, there are no rules
without exception in dealing with successful acgiss. Drucker's conservative

rules may be applicable in some circumstances. tievertheless evident that there
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are lots of risks connected to acquisitions thas¢hrules of Drucker do not take into

account at all. (Paine & Power, 1984)

More recent framework for integration managemenbudt by Birkinshaw et al.
(2000) whose research is done by studying thresgiation processes of foreign
acquisitions made by Swedish multinationals. Thagggest that task integration
processes and human integration processes managemeconcert with the
traditional work of Drucker are key to acquisitisnccess. Their research results
state that in the first phase of the post-acqoisitntegration process taking five to
seven years in all, the relevant processes ardasieintegration process and the
human integration process. The goal in the taskgmation process is to manage
units and divide responsibilities in several cowestrand to deliberately limit the
integration between different units, and in the homintegration process the
integration aims at employee satisfaction and degdional convergence. As a
consequence of these, the second phase of theqmssition integration process is
the constantly ongoing phase of shared identity @mdmon respect that enables
closer task integration and, as a consequenceweeheffort to achieve synergies,

gain knowledge transfer and connect. (Birkinshaal.e2000)
2.1.4.2.4M&A Power Pyramid

One of the models describing crucial elements istqaoquisition integration is the
one provided by McGrath (2011). In the M&A poweramyid, he pictures the main
factors to be clarity-, speed- and capacity-relatedrder to get the M&A deal into

completion and finally achieve the integration. fyeamid is illustrated in Figure 6.
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Figure 6. M&A Power Pyramid (McGrath, 2011)

In order for an organization to reach its objedivié needs to be capable of stating
the objectives clearly and in a consistent manAkrthe decisions made should be
weighed against that clearly stated strategic d@darity” gives the direction and
reason for the M&A action of a company — beforeompany can even select an
acquisition target, it needs to have a clearlycaliited goal, a vision of its industry
and its place in it. Secondly, there is a “capdaiyerring to the capability to deliver
the M&A project and the equivalent benefits. Thedlcomponent of the model is
“speed”. The significance of speed is underlinedthe model. Speed creates
momentum, which in turn carries the integration goamn through challenges.
Resistance and lethargy encountered in the iniegrarocess can be defeated with
the sense of urgency. Speed also has a motivafiiegt eas it signals that the
organization is moving forward and progressing. #lthe M&A are also inherently
risky. Thus, moving forward fast means that thasksrare met and handled more
quickly. The firm also has a chance to collecthkeefits of the deal sooner. This in
turn means that the company can position itselfneodor the next strategic
movement and also has a wider range of opportsni@# course, the integration

project also runs for a shorter period which mdamgr costs. The opposite is true
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of a prolonged integration: the longer the integratasts, the bigger the risks and
the bigger the change that the deal will neverdrapteted. (McGrath, 2011)

2.1.5 Learning from M&As

As acquisitions are heavily complex and multidimenal in nature, learning from
them beyond single acquisition plays a crucial inl&&A management. Learning
happens at the level of individuals involved in @sgions as well as at the level of
the entire company (Haspeslagh & Jemison, 1991)ualls research has
concentrated on acquisitions as such, observinglgmres such as performance and
implementation. (Vermeulen & Barkema, 2001) Howewas many of the firms
accumulate experience from multiple acquisitiohs, tiewpoint of learning through

acquisitions appears to become more and more rdleva

One dimension of learning from acquisition expecgens organizational change
literature. According to change theories, compaagept to a changing environment
by continually renewing themselves in global contjuet (Bettis & Hitt, 1995; Hitt,

Keats & DeMarie, 1998). This renewal can be acldelvg different strategies but
one of those suggested is to create new knowledge thhirough acquisitions. This in
turn tends to enhance the firm’s later initiatiae®sl thus promotes its survival in the

long run. (Vermeulen & Barkema, 2001)

Based on theories of organizational learning aratniag curve, scholars have
presumed that firms having extensive prior acqoisiexperience are better prepared
to pick suitable acquisition target companies a#l @& manage post-acquisition
integration processes than those having little or experience. As companies
accumulate acquisition experience, they advanceisiign management expertise
and are more likely to enter into successful adtjois. (Meschi & Métais, 2013)
Nevertheless, empirical findings have shown thaé telationship between
acquisition experience and acquisition performarsc@&ot automatic, positive or
monotonic (Barkema & Schijven, 2008a; Haleblian &kKelstein, 1999; Meschi &
Métais, 2006; Zollo & Singh, 2004). Acquisition exfence as such may not be

adequate to essentially secure superior acquisigerformance (Haleblian &
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Finkelstein, 1999) Learning from acquisitions atkmands attention to the nature,
accomplishment and timing of the experience (Mad®91; Hayward, 2002). An
important interpretation stemming from learning vaurtheory is that acquisition
performance is mostly affected by the latest exgmee (Ingram & Baum, 1997).
Contrary to that, the knowledge-based view on astijomns states that time is needed
to consolidate the experience gathered from a teaequisition, for it to be
transformed into competence (Zollo & Singh, 20Maschi & Métais (2013) offer
implications to managers based on their reseamngtthat a forgetting process
may depreciate the experience over past acquisiaod that managers have to make
sure that acquisition experience accumulates thr@uguitable experience feedback
process. Moreover, managers have to take into attbat enough time is dedicated
to experience consolidation and the efforts nedgdembllect and encode significant
information. Memory of an organization can decagrovme and it also needs to be
managed. Organizational memory bin is a target émptying process but this
process can be slowed by management practicerelikeeing the turnover of critical
people (people involved in the management of adguis) and reinforcing old
experiences with the new ones. Three main reasonthé organizational memory
decay over time are ineffective encoding, degemmraand disuse. (Marchi &
Métais, 2013)

Vermeulen & Barkema (2001) also examined how previacquisitions affected a
firm’s later acquisitions. They argued in conceithmKogut & Zander (1992) that
acquisitions may widen a firm’s knowledge base, patend to stagnation, and
promote new knowledge from combining current forwis knowledge. Thus,
acquisitions may increase the odds of successicdmpany’s later acquisitions. In
addition, learning through acquisitions needs sbéutely be a deliberate strategy —
acquisitions can contribute to learning even whesytare not mainly intended to.
(Vermeulen & Barkema, 2001) Another study by ZaidSingh (2004) underlines
the knowledge-based perspective that deliberataiteprocesses, contrary to semi-
automatic, learning-by-doing ones, have a cruoid fin forecasting acquisition

performance and formulating the manner in whichugition capabilities develop.
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An interesting study has also been done over tthgeimce of acquisition experience
and performance feedback on acquisition behavitiaintking industry, by Haleblian

et al (2006). According to their study based orglterm data from the years 1988-
2001, both acquisition experience and focal actjorsiperformance had a positive
effect on the probability of later acquisitions.tie acquisition performance was
strong, the effect was even more positive. Haviathered acquisition experience,
the acquirers were more likely to carry out morguégitions. Managers tended also
to respond to performance feedback by repeatin@nd®d actions and refraining
from punished ones. Haleblian et al. (2006) poirgetthat the joint effect of these
two was the most powerful when both acquisitionezignce and performance were
high (i.e. positive).

Greenberg et al. (2005) suggest that successlorean learning and transferring of
knowledge may be a central factor in determinirggdticcess in M&A. This can also
contribute to the high failure rates of mergers.sMdiscourse about M&A and

learning refers to knowledge transfer during thetfaezquisition phase when a newly
formed organization is aiming to achieve presumgteies by constructing new
products, processes and services, and to lessairmedefrom earlier acquisitions and
the management’s capability to take advantage adethn later M&As. (Greenberg

et al., 2005)

According to the study of Laamanen & Keil (2008)qairers develop capabilities in
multiple levels concerning individual acquisitioas well as, in the course of time,
program-level acquisition capabilities for managihgir acquisition programs as
they learn what is the optimal amount of compangescquire, how to time the
acquisitions and how to target those. AcquiringBrdevelop collective competences
not only by accumulating the acquisition experiebaealso by making an effort on
articulating and codifying the lessons learned freemlier acquisitions. The learning
could happen more in the inventive process of fdatmg acquisition specific tools
than in the results as such. (Zollo & Singh, 2004)

As Bjorkman et al. (2005) state, central actordinms having merger experience

learned from their previous integration backgrolabwledge, and the lessons
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learned are as likely as not to direct their lategrger actions, so the learning
perspective on sociocultural integration learning freasonable. Plenty of
sociocultural integration in M&A research has beduom the assumption that
potential integration problems are produced by utalt differences. In terms of
reference in mergers there are complex organizaiiorolved, thus multiple, many-
sided and unclear cultures and views on culturtiérdinces need to be managed.
There are many challenges linked to the culturffiedinces. Cultural identity-
building is conceptualized as a metaphoric proasientrating on two innate
processes in the cross-border merger contextieneat Us and Them and images of
the shared future to be managed with the mergey papresentative actions. (Vaara
et al., 2003) Learning in the M&A context may helyanagers to better realize the
processes in their own organization promoting sadtaral integration in the future.
Also the learning perspective in the M&A contexitsuvell the thesis context as
learning from one merger may provide valuable vielwsbe transferred into
subsequent ones accompanied with positive perfaenaffects and also increase
understanding of when the utilization of previouperiences could be harmful in
subsequent mergers. Fundamentally, bad successciocsltural integration may
lead to failures to achieve the planned synergyaathges and growth potential
generated by merger. (Bjorkman et al., 2005)

For this reason, the essential decision makereeotompanies should develop their
integration capabilities through learning — it isalning that counts, not the
experience as such. (Lind & Stevens, 2004; Bjorkmial., 2005) Firms carrying
out a lot of acquisitions do not inevitably succéetter if they haven’t learned from
their experience and improved their capability tstidguish and practice the

strategic consequences of transactions. (Lind &estg, 2004)
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2.1.6 Research framework

The research framework is illustrated in the Figlre

A
/- Global and Societal Historical Drivers

- Organizational and Strategic Context
f M&A Pre- and Post-deal

Execution

Actors involved

Time

v

o -J/

Figure 7. Research framework: A context of M&A exeation (Adapted from
Faulkner et al., 2012)

As literature review states the historical time agafticular global and societal
drivers affecting at the time influence on theirtpéae success and nature of the
M&A. Also the fitting of the M&As in the organizains’ wider strategic context
should be assessed and especially the processuaé rd the pre- and post-deal
executive phases in those should be examined. Tier vstrategy process and
organizational context are the contextual factdvat heed to be figured out by
utilizing the archival data sources as well asringsvee findings to formulate the

comprehensive picture of the research phenomenon.
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Also the actors involved in acquisitions naturdipve a crucial role, as in this study
the research will concentrate on analyzing the westiof the acquirer and the
choosing of the acquisition target as well as aitjan strategy role -related

characteristics in each of the case company phases.

All the contextual factors illustrated in the Figur are also in interaction with each
other. Organization structure, strategy procesaiegjic measures etc. all are linked
and the interest of the research is to analyzestmdture these factors in the case

company’s contextual framework to formulate a cazhensive picture.
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3 Methods and Data

This chapter illustrates the methodological choicegle in thesis research. It also
clarifies the data collection and analyzing methadgure of the empirical data as
well as gives justification for these choices madéastly, the generalization,

validation and reliability estimations of the thesesearch are done in the chapter.

3.1 Case study method

The characteristic opportunity of the case studynéschance to gain a holistic view
of the research phenomenon. The detailed methobdlemn&xamining of various
perspectives, comparing those against each othegrang the phenomenon in its
wider context as well as aiming for understandifge tresearch problem.
(Gummesson, 2000) Generally, but not invariablysecatudy method research is
associated with theory building rather than thetsting — generating hypotheses
rather than testing those — but the oppositesis pbssible, as is combining the two
approaches (Gummesson, 2000; Woodside and Wil€e%)2Thus, a case study
offers a worthy method for examining the thesiddofhe series of acquisitions and
the vast amount of pre-acquisition as well as peoguisition strategic factors
affecting those in the ICT-field covering the casempany firm-acquisition
contextual framework continuum covering the acquiss of Firm B acquiring firm
A, Firm C acquiring firm B and Firm D acquiring Fir C. The first of the
acquisitions occurred in 2004 when Firm B acquifedh A and the last one in 2012

when the North American Firm D acquired the Briti€T company Firm C.

Case study research having open-ended questioed &skn interviewees relies on
inductive methods of research, and thus not so mtatnarily testing hypotheses but
building and generating them instead. (Cassell &@&y, 2004) Although interviews,
observations and archival sources are especiathyramn data sources in case study
method, researchers are not restricted in thosserfgardt, 1989) When linked to

other case study empirical data analysis (her&esis research examining the case
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company internal and external material) the thdesting is also provided in the
form of applying the research analytical frameworihe findings are finally
produced in iterative fashion after returning te tielevant background theory. The
two sources of empirical data gathered — archiedh dinternal as well as external
company material) and semi-structured interviewd—aare utilized in order to reach
deeper understanding over the phenomenon; orgamzatd its context; but also to
enhance the validity of the research. The entioezgss of theory building in case
study approach tends to be sensationally iteratime as the process involves
constant iteration backward and forward betweerindis research steps of for
example redefining the research question and gathenore information over the
case. Process is also alive with the tension oeheays to understand the data and

convergence to a theoretical framework. (Eisenha@g9)

Case study may contain qualitative data only, gtaive data only or both of the
data types (Yin, 1984). In this research the gatah¢ data is utilized.

3.2 Qualitative research

This thesis research is done utilizing the qualigatapproach, which is usually

supported by the interpretivist paradigm describiagld as a socially constructed,
complex and continuously changing entity. Qual&texamination is evolutionary

l.e. emergent in nature. It has a problem staten@edésign and interview questions
and interpretations evolving and changing during tesearch process. (Glesne &
Peshkin, 1992)

As qualitative research considers multiple, sogialbnstructed realities, being
complex and undetected to discrete variables, ésearch question has to do with
coming to understand and interpret the construatfahe distinct participants of the
social settings. In order to make interpretatidhs,researcher has to get one’s hands
on multiple perspectives of the participants of sbeial settings under examination.
(Glesne & Peshkin, 1992) Lives and careers comtaitivational aspects, emotions,
empathy, symbols and their meanings and, in genaednings individuals assign to

experience and other subjective aspects naturdélpisg up their behavior as
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individuals and as groups. Qualitative research lwamitilized when words and the
individual’'s own perceptions, “primacy of subjecatter”’, are needed to gather the
better understanding over the phenomenon, ratlaer gbcial facts having objective
reality and gathering of statistical data (GlesnBe&shkin, 1992; Berg, 2009)

3.3 Data collection methods

The methods utilized in the research were compraherarchival data gathering of
all the case company Firms comprising internal {poblic) material as well as
external (publicly available) company material.dadition to the archival material,
also the semi-structured interviews of the keytsgiats of the case company were
carried out to collect a versatile view over thempbmenon of contextual framework
of M&As carried out in the course of case compary&ory within the last decade.

The methods and data utilized are introduced inmtdse 1.
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Table 1. Methods and Data

Method

Data

Archival Data

Internal documentation

Strategy descriptions, msckescriptions, integration
project plans, quality manuals, reports, strategic
measures (balanced Scorecard samples, performance

measuring principles)

External documentation

Statistical data, annuabntsppress releases, internet

pages

Interviews

Recorded material over interviews of strategigitsws

over case company M&As

Written material over the interviews of stratedisisws

over case company M&As

3.3.1 Archival data: Internal and external company litera

Cautious checking of the constructs with multipturges of evidence will help

prevent being biased by early impressions. (Cag&&ymon, 2004) A vast amount

of archival internal and external data was utilizedenrich the thesis research.

External material was examined by studying compamyual reports from 1997 to

2013 and the company web site information. Intecoahpany material researched in

turn comprised non-public data gathered from Firm BBm C and Firm D
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integration plan material; the material per se wasfidential in nature. Internal

documentation included also process descriptioascrgptions of standard operating
processes and strategy-related documentation dsawestrategic measures as a
practical manifestation of strategy processes. Atspresentative samples of
managerial balance scorecards used at differemistishiring the acquisition history
were analyzed, and these were also categorizedassified internal information.

These internal and external company materials assessed through the theoretical
background information dealt with in the theordtipart, as well as through the

viewpoints given by interviewees.

Analyzing of the data, both from internal and emé¢rcompany literature as well as
data from interviews, is enhanced by referencéecekisting literature that is used to
evaluate whether the research findings are consigtigh existing research. (Cassell
& Symon, 2004)

3.3.2 Semi-structured interviews

There were three interviews carried out in the sewf the research. The relevance
and role of each interviewee in the research isnddfin the first section, and

detailed information about the interview occasimngiven in Table 2.

Table 1 illustrates the three semi-structured wisvs held. As the research problem
involves the firm-acquisition historical backgrounél the case company from the
managerial learning perspective, covering the prp#sition motivational aspects as
well as post-acquisition integration phase andstingtegy processes interconnected
to these, the strategic management decision-malanger and capabilities as well as
the duration of the career in the case companyanerally the main aspects when

choosing the interviewees.
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Table 2: The semi-structured interviews

Executive Director 03.12.2013 58:53
Executive Directc 19.12.201 01:0<
Chief executive officer (CE( 23.01.201 52:1F

The first interviewee has joined the case compangdiling his own business to
Firm A in 1998. Today he is one of the Board meraberthe Finland Country
Corporation Board and is responsible for Qualitg 8nocesses. In addition, he is in
charge of the latest Firm D-Firm C integration inl&nd in a project sense. Hence,
his position, background and current role wereeawrly compatible with this kind

of study.

The second of the interviewees is a member of théarkd Country Corporation
Board. He joined the case company through a meogenis own firm to the
predecessor of the Firm A, and he has served the @ampany for 17 years. Thus,
he has a long history in the case company in maisg®sitions, also providing
widespread viewpoints considering acquisitions wnithhe particular historical
framework under investigation. He has assessedeapédrienced acquisitions from

multiple directions and viewpoints.

The third of the interviewees is the Chief Execait®fficer (CEO) of the Firm D
Corporation in Finland. He has been in the positdrCEO in the case company
since 2008 and thus run the business of Firm Calkas Firm D Finland Country

Corporation. He also has experience from managpoaitions from Firm B. He
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came to work in the Firm B concern in 1986 and lbesn working in the company
ever since. As a CEO has a great vantage pointtheestrategic management and
the acquisition historical maneuvers linked tdis, relevance to the study is obvious.

3.3.2.1 Interviews and interview questions

The interviews were carried out in semi-structurederviewing, which has
descriptive characteristics of flexible structuralike a structured interview in which
a structured sequence of standardized questiorts niedbe presented identically to
all interviewees. Within a semi-structured intewjehere are usually topics, themes
or areas that are supposed to be encompassed dhengterviews, but there is
freedom in choosing how and in what sequence tbstouns are asked. (Lewis-Beck
et al., 2004) The interview questions are preseimtdgppendix 1.

There was some variance between the sequence anldenwf questions asked,
depending on the answers already obtained durileg ctburse of the specific
interview. There was purposefully some potentiabrap in the design of the
guestions to, ensure that the important themesarered. The ultimate goal was to
shed light on the learning process of the decismakers in integration processes.
The questions were planned so that learning coaldelbealed also in the earlier
questions, but finally the theme four and its guest should explicitly underline the
key lessons learned from the point of the intereesy

All of the interviews were executed in Finnish asithe mother tongue of all of the
interview participants. It is usually much eastedescribe the subjective phenomena
in one’s mother tongue and thus get as rich anid data as possible. The interviews
were recorded and then transcribed word-for-wordheWV it was considered
necessary, the interviewees were cited and theoritawere translated into English.
The citations can be found in the appendix patih@tend of the thesis. The research
guestions were also sent to the interviewees hiedoick to make it possible for them
to orientate to the theme, as the themes were gxiemsive and potentially required

some recalling of information.
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3.4 Analyzing method

In analysis, the data can be organized around fapéapics, key themes or central
guestions (Cassell & Symon, 2004). The data oftllesis research are categorized
into four most important categories under which i&n findings are classified in
the Findings chapter. The key themes are strateapepses, pre-acquisition strategic
actions and post-acquisition integration strategfjoa. The next step is to see how
well the data fits these categories (Cassell & Sym2004). For example the
qualities of the Balanced Scorecards and strateggasures identified in the
managerial Balanced Scorecard samples, annualtseqoai interviews are analyzed
and compared to get the strategic characteristiceach of the phases in the
acquisition history at the practical level, to pret the holistic firm-acquisition

history of the case company having gone througindisstrategy processes.

As Cassell and Symon (2004) present in their bodken the analysis is ready,
verifying the findings with the case study partamps can be a worthy part of the
analysis and increase validity. This procedure alas conducted with the research.

Gathering as complete as possible understanding tee research question of
understanding the context of consecutive firm-asitjons in the particular case
company asks for connecting the aiming to reveasidy hiding relationships
between multiple data sources was utilized. In shedy the archival data and
interview findings were analyzed against the thecamk framework (Figure 7)
reflecting the thematic topics of strategy procesgee-acquisition strategic actions
and post-acquisition integration strategy actionhef different acquisition processes
in case company’s history (from the acquisitionFadm B acquiring Firm A into

Firm D acquiring Firm C).

3.5 Generalizability, validity and reliability of thesearch

The key feature of a case study is the emphasexploring the interactions between
context and the phenomenon under investigation.tiduitional qualitative research
focus in case studies isn't consistent with theumegnents of statistical sampling

procedures, which are in most cases seen as fumtinikethe results are to be
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generalized. (Schofield, 2000) Peculiar to casdystuethodology is the gaining of
potentially deep and holistic information over tlesearch phenomenon, but one
should be extremely cautious with the generalimatd research findings. Thus,
generalizability is often irrelevant for the resdaars’ goals and usually even outside
the scope of the research phenomenon. The thegstiogb was to obtain some
possible future guidelines for managers in the cam@mpany to enhance their
understanding over past experiences about succesmsfailures considering
strategic firm-acquisition management practicesrpand after acquisitions, to be
cultivated and utilized in future in this particulease company and its context. The
other objective, to gain understanding over then{arcquisition history and the
effective factors in a particular historical cortteper se, isn’t in touch with

generalization at all. It has its intrinsic value.

Validity is closely related to generalization. Acdimg to Lincoln and Cuba (1985),
because there can’'t exist validity without relidijl demonstrating validity is
sufficient to establish reliability. Validity mearsow precisely the researcher has
actually used the method to study the phenomenanite be researched in the
particular case — has the research (often subaarsdg) focused on something else
and how truthful are the results? These questiaes farther assessed in the
Discussion chapter. The preferential criterion ofesce, however, is reliability.
Some of the essential criteria of research reltgbéccording to Lincoln & Guba
(1985) are credibility, neutrality or conformabylitconsistency or dependability and
transferability. In this research, researches bginglved in a study setting and also
working in a case company can naturally affect phesuppositions, findings and
conclusions. The researcher is a person with esqpess of his or her own, and must
continuously pay attention to keeping a neutratuaté towards research material and
findings. Transferability is limited only to the s company managerial actions
within the limits of which the key learning fromgsious acquisitions could possibly
be reassessed. These issues have consciouslyalzearirito account.

As stated earlier, the interviews were recorded @madscribed. Also some notes
were made during the interviews, enabling full cage and verifiability of the

information going through during the interview sess. The final version of the
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research work was shown to interviewees beforeighihfg to let them check the
validity of those. The questions were carefully s#m according to the theory, and
their relevance justifiable to gain as holistic @sssible a picture over the firm-
historical background over the predominant circamseés within each of the

contextual periods.

The external material analysis was done systentigtibg examining each of the
annual reports from the year 1997 to the year 2848 studying the strategic
measures involved in implementation of the straf@@ygesses in practice at a certain
historical phase of the case company. The strategasures of the case firms were
also examined by studying the managers’ BalancedeSard used at certain times
(internal material). Integration material was adssimilated to similar extent with
each of the cases, Firm B, Firm C and Firm D. Tiernal use only material was the
kind of material produced at the time of a certaitegration process, thus the
historical evidence value was as rich as it cowdirb this sense, and subsequent
occurrences did not have influence on these mé&eadanhance the reliability of the
study. All in all, multiple sources of empirical tedal were utilized in the case
study internal (classified) material, external camp material and interviews, to
state how well the different data sources matchh eather and theoretical
background information, i.e. the results other asedgers have gained, and

conclusions were finally drawn from the research.
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4 Findings

In this chapter, the central empirical findings geghered, compared in relation to
each other and classified from the data consideairgdpival data as well as the
interviews. Findings are presented divided into historical continuum of the case

company.

The first of the themes considered is the differgnategy processes utilized, and
their influence on strategy work from the Finlaraiotry organization in each of the
cases starting with Firm A. Also the organizatidructure’s role in the strategy
process in each of the case organization phassséssed in the first of the themes.
In the second theme, the strategic measures ahea&@ as practical examples of

the strategy process manifestations.

In the third theme, the pre-acquisition motivesesch of the acquisitions in the
contemporary ICT market are expressed, in eachhef garticular situations

according to external data material and interviews.

In the fourth theme, the post-acquisition integnatphase characteristics in each of
the case company’s acquisition historical phases ewamined and compared

according to internal integration material and vigw findings.

The major lessons learned, which the intervieweephasized especially from the
point of integration process challenges, and detnatesl major success factors are

included in the findings of the main four themajicestions addressed above.
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41 FirmA

Although the actual scope of the research staoi® fFirm B acquiring Firm A in
2004, it is important to understand also the natiirthe acquired firm (Firm A) to
get the holistic picture of the strategy procesgézed within the times of all of the
M&AS.

In the days of the Firm A, the case company’s Bhrtop strategic management
interviewed pointed out the interesting phase attinn of the 2% century as the ICT
market went through “the bubble years”, with ICTmganies having their market
share growing heavily. The strategy process wamgly vision-directed back then
as growth intentions were vast. Implementation umtdid not have that much
weight in Firm A’s times. The strategy process wasiracterized as containing
major analysis of markets and rivals but no comcmeipacts according to interview.
This led to the fact that the small ICT companieserbought by Firm A, resulting in
today’s situation in which firm D Finland has a ptaiof hundred small customers in

Finland.

Firm A was a company that offered overall serviceshe IT sector including
software, hardware, network and support serviceslved in the design and use of
information technology. The Firm had its headquarte Helsinki, Finland, and was
supported by a services network covering the ertoentry. Firm A also had
business in Estonia. As established, the Firm stediof the parent company and its
subsidiaries (Firm A, 1997).
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4.1.1 Firm A Organization Structure

The Firm A organization was conducted as a mataxryg functional dimensions.
There were on one hand business divisions, anti@other hand areas of business
with managers in charge. The number of businessidhs as well as areas of
business varied in the course of the company lyisteor instance, in 1999 the
organization was remodeled into five business has and entities of fields of
competence (Infra Solutions, Software Product $wist Customized Software
Solutions, Foreign Subsidiaries and GIS Solutiond Blew Business Solutions).
(Firm A, 1999) In the year 2002, two years befdre Firm B acquisition, the three
businesses divisions of Firm A created four arddsusiness. The Software product
solutions and Customized software solutions divisidooth formed their own
separate areas of business. The Infra solutionsidivisplit into two areas of
business: Operating and network services as welaslware servicegFirm A,
2002)

Interviewees reported that the characteristicetiaprocess principles utilized in the
times of firm A were navigating in matrix organimat, which led to excesses of
internal meetings at the expense of customer oglaianagement, and the role of

the organization structure was also met with angiq

"We navigated or challenged each other in matrixganization. It
was again proof that matrix organizations don’t wiaf

On the other hand, the organization structure'atia to the strategy process in the
case of Firm A turned out not to be necessarily de¢ermining factor when

assessing the success of the strategy processoftsea interviewee put it:

"We modified the organization to support the strgie but still the
implementation of the strategy was hobbled, andageldn’t get

the profitability and in a way the key ratios todlrequired level.”
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The fluctuating organization structure was alsoidatkd in the external company
material of Firm A where the changing numbers ae@asof business divisions were
reported.

4.1.2 Firm A Strategy Process

Firm A had two principal strategic targets: fromogth through acquisitions into
internationalizationIln 1998, Firm A made various acquisitions like amnpany
operating within information technology businessyagement consultancy business.
Some others were marketing knowledge managememtiolcompanies bought in
the same year, as well as share capital of a coyfaat was developing and
marketing GIS-place information technology. In 199899, Firm A’s business
extended into Estonia, Great Britain and ChinanfFA, 1998; 1999)

“And enormous growth ambitions, and somehow thead®as, in
my opinion, that when the strong enough vision iated, it will

direct everything else.”

In 1998 and 1999, Firm A took advantage of two-pattategies in its
internationalization efforts. Firm A strove to reed itself in Finland’s backyards
while at the same time entering global markets wétefully chosen niche products.
In Estonia, Firm A offered software products foe tBaltic Counties market. In Great
Britain, marketing sales solutions were utilized eamployee transport for their
customers around the world. In China, Firm A seaupmpany that was owned 65
percent by Firm A. The first products were spez&di mapping software. (Firm A
1998, 1999)

In the year 2000, Firm A bought the Dutch compang astablished subsidiaries in
Germany and China. It also expanded its operatimiasAmerica as one company
bought Firm A’s software — Firm A had subsidiariesGreat-Britain, Germany,
Estonia, China, Netherlands and the United StatesAmerica. The main
developmental stages in Firm A’s business and drdwgtory are named in Figure 8.
(Firm A, 2000)
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Growth and Time
development

Figure 8. The growth and development stages of FirrA (adapted from Firm A,
2000)

However, the internationalization strategy was eulisorganized as all the above
mentioned subsidiaries practiced their own buseebsaving unrelated niche areas —
executing a niche strategy. A British company cotreéed on airlines and a
subsidiary in Netherland specialized in shift plagnoptimizing. As per the
interviewee, the Chinese subsidiary “concentrateavbatever”. In one sense, Firm
A had a product strategy, and in another sensgstars-integration strategy. As the

interviewee also stated, the basic business wasmyiategration, infra services and
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services delivery, but Firm A also had a producsibess. Certain problems were

reported to be driven from this to the strategycpss:

"It was quite messed up in a sense, what was pradusiness and
what was of the other type, while the earning logjiaf those were

anyway quite different ”

Strategy processes of Firm A were consultant-drevash at the same time when Firm
A acquired a consulting company with the thouglat tthe company could open
markets with the consulting business (mentioneexiernal material and as well in
interview) the teachings of one consultant beirgjovi-oriented were turned into the
ones offered by another, and the strategy prochgted from vision-oriented

process more towards a framework called “kite-mbdehe core of the strategy

thinking was, as was revealed in interviews, thattips of the kite were sharpening
the process of vision, process of knowledge andpebemcies, and the process
related to customers, and the leading thought hatsone has to choose the principal
tip. In the previous times of Firm A strategy preggethe principal guiding point was
vision, but back then it already shifted to thetooser point as the determining factor
in strategy process of Firm A. This didn’t meanttlision and mission wasn’t

needed anymore. This just meant that things weflected principally through

customer ships and fields of operations withougétting what those would mean

for competencies, processes and operations.

4.1.2.1 Firm A Strategy Process Practical Level: Measures

Instruction in Firm A was based on the Balanced&=rd. The Balanced Scorecard
instruction was systematized and scheduled foviies spanning the whole year. In
2000, performance-related payment was extendedovercmanagement, middle
management and sales force and pilot teams. Fuadity of management and
internal customer satisfaction was measured twigea. At the end of the year,
there was value management measurement encompé#ssimdiole concern. (Firm
A, 2000)
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Management of the concern was based on the cofeesh budget and Balanced
Scorecard confirmed by the board and Balanced Saais of divisions and concern
management derived from those by concern execudism. Performance-related
payment in the concern was based on the objectiees the budget and Balanced
Scorecard. Through this monitoring, the achieveroétite objectives was promoted
and followed. (Firm A, 2002)

As interviewees expressed, the Balanced Scoreaarstracted in Firm A could be
experienced as elegant and fine in a theoreticgadesdut perhaps not in practice,
because of its complicated nature and lack of @irzéng. There were no systems
producing the kind of data required for the measuamd the amount of measures
was excessive. The time required for counting nregsand navigating was felt as
detracting from actual working as was describednierview when telling about
Firm A’s strategic measures. Also the skimming tiglo management level Balanced
Scorecard’s of Firm A’s time supports the view afexcessive number of different
measures and lack of emphasis on a certain typeeaisures. The central choice
between strategic measures hadn’t been made. Tledéad Scorecard of Firm A
had multiple items to be constantly measured afidwed. The empirical analysis
made by browsing through the Balanced Scorecard ums€&irm A Finland reveals
the following nature and distribution of the measurutilized: The domains
represented were economic result, customer resdltdavelopment result oriented,
and a few measures were devoted to functional teestihe overall number of the
measures was relatively high and there seems twlstress on any particular kind

of measures according to internal (non-publicyditere and other Firm A material.

According to interviews, the strategy process inmFA in Finland was top-down
oriented but there was a change involved in styabeglding, despite the relatively
authoritarian leadership style of CEO in chargeéhat time having a strong vision

and trust on management consultants.

Firm A was planning to acquire a ICT company, araatiations had already
progressed quite far. In a year, the situation tuased around as the company was

going to carry out a kind of hostile acquisitioteatpt. This acquisition would have
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meant that the particular company being a much lsmebmpany than Firm A —
would have acquired Firm A. The negotiation processhis kind was interrupted
when Firm B came and made a new, better offer fimn A in a week’s time, and at
the turn of the year 2003/2004 the acquisitiorhefEirm A by Firm B was reality.

"It was perhaps the sort — with these things it @ft seems to be —
that these are thought to be rational moves, butgk personal

chemistries and coincidence are at play instead”

When Firm B acquired Firm A, it was the second éatglCT company in Finland
and had grown through many acquisitions. (Firm A &irm B external material) It
was in that sense quite a tempting acquisitioretafggrm A had relatively good cash
flow, but profitability was poor at the time of thecquisition. According to the
interviewee results the main economic strategic smesment of Firm A was the

absolute amount of money gained at the bottonHitiee result.

42 FirmB

In the turn of the year 2003-2004, Firm B acquiF@éan A that was back then the
second largest IT-company in Finland, and the nunadfeemployees in Finland
increased into 2500. The improvement of the comigaBRITA in Finland was also
notable.After the Firm B acquisition of Firm A, EBITA in Rland increased from
~4% to ~12%, being 3,6% in Firm A 2003 and 11,692094 within the Firm B +
Firm A context. At the same time with the acqusiti 150 persons were laid off and
the hardware business was divested. (Firm D intgrages; Firm B, 2003; Firm CY

company’s internal material, 2006)

Firm B had approximately 10 per cent market sharéh@ IT market in the Nordic
Countries (without hardware), thus being one ofléngest actors in the Nordic and
Baltic States, with Finland and Sweden as its sirgearkets (Firm B, 2005)

As for the strategy process of Firm B, the growti-om B had happened through
acquisitions from the end of 1980 according to rineav findings. The actual

strategy process of Firm B was back then more dheidgeting even though Firm B
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was an exchange-listed company. It was more a binggend customer ship process
for bigger customers than a strategy process. Wbhitiad to that, Firm B had
international representation for software saleswmlagy but no systematic human
resources or customer strategy work back thenhéncburse of 1990, profitability
and more systematic customer satisfaction, humsourees satisfaction thinking as
well as the significance of those increased, agogrtb interview statements in the

thesis interview.

4.2.1 Firm B Organization Structure

Firm B aimed to organize itself as flat and as bareaucratic as possible for
decision-making close to the customers and emptoy@euntry-based organizations
in each of the four Nordic countries (Finland, Ser®dNorway and Denmark) had
industry-oriented structures. Only design and pecbddevelopment operation,

performed as an individual unit alongside the coast The operations of the parent
company were restricted to finance and treasuryarR information, co-ordination

of IT-processes, leadership processes and a somalber of support resources. The
organization in Finland had industry specific anolss industry business units (BUs)
having common customer and result oriented approgod organization had central
support and control functions as well as strongpsupfor common processes,
methods and tools. (Firm B 2004, 2005)

All the interviewees underlined the role of therkgih country organization in Firm
B’s strategy process. Firm B functioned as a hgldoompany comprised of
independent country organizations and only thinceom functions in Sweden.
Individual country organization could do what it mred — apart from product
strategies — as long as desired objectives were Asetinderlined in the interview,
the concern did not even have an objective of rabenpassing, concern-wide
common tools and methods. If a country organipatm well, the Group did not

interfere.
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4.2.2 Post-acquisition integration strategy of Firm BifiA

According to Firm B’s internal integration plan aefg the key integration

organization chart and a plan comprising of timletathe target is to proceed from
organizational differences into manifesting valtede expressed through strategic
fit and realization of synergy benefits in the grion. The first of the phases is
structural integration, planned to take approxityattne month, and the second
phase is strategic integration concentrating omahatealization of the synergies.
Getting together to know each other’s businessarupgtion, strategy and measures,
working procedures as well as leadership practiseighlighted in the initial

assignments of the business group integration te&ts® emphasis on customer
satisfaction and quality levels as well as proj@einagement practices is mentioned
in internal material such as organizational cultamd values. In the material, the best
practice suggestions and areas of synergy are stggg@s key objectives to be
presented covering the overall integration procd3se objective is to join the

business, strategy and processes and activate atheh to make best practice
suggestions. Also, the ones involved were freerésgnt other ideas or suggestions
with relation to the integration process accorditog internal integration plan

material. (Firm B integration plan material, Jaryu2004)

Interviewee described how CEO of Finnish countrygamization of Firm B
established an integration work group for eachhefdreas and gave it one month’s
time to perform their work. Each of the groups kaan A employee as a chairman
and Firm B employee as a secretary and the rastealeam comprised of members
from both of the acquisition parties. One of théeimiewees participated in a
marketing team whose task was to plan common magkerganization and focus
points. Also another interviewee mentioned thenisitée planning sessions initiated
by CEO of Finnish country organization in which tiepresentatives of both Firm B
and Firm A were present and the newly formed ommion and its function was
planned. The second step in the Firm B/Firm A grééion was supposed to take
three years, if the measure utilized is how longpte talk about “them and us”;
CEO of Finnish country organization of Firm B hddoastated that he wanted it to

be less than three years. For that, people neemdak tgiven "goose pimples”
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according to CEO of Finnish country organization Eifm B principles. The
interviewee also told that giving more informatign’t enough — people should get
involved in the integration with emotion. A largeeat was organized in a tent
pitched in the company’s parking lot, with an ings®e talk on the theme of
integration and joining people together. As a restithat, in less than a year there
was no separation between Firm B and Firm A pewmp&nmployee talk, according to
the interviewee. Readiness for change was needed:

“ ... "goose pimples", which is nonetheless the imgant thing in
those things (=integrations). He did it, he brougabout the
readiness for change...”

Firm B acquisition could be seen as successful filmenpoint of Firm A as well as
from the Firm B owners’, in the sense that Firm Anmaged to get integrated fairly
easily into Firm B and the direction was reverseamf very poor profitability

towards profitable business, and money began flgwiack quite soon in the post-

acquisition phase according to interview

Firm B’s internal integration plan points out thgrsficance of gathering the
advantages of the synergies. The starting pointth@getting together to know each
other’s business, organization, strategy and measworking procedures as well as
leadership practices highlighted in the initial igsments of the business group
integration teams. Emphasis was among other thongsustomer satisfaction. The
objective was to join the business, strategy amdgeses and to activate each other
to make best practices suggestions. The ones iedatv integration were activated
to give their best for the common good, and thenngaial was the realization of the

synergies.

4.2.3 Firm B Balanced Scorecard — Operational ControlStadtegic

management

After being tested in parts of the Group, Balan&edrecard was being introduced
throughout Firm B in 2005. Separately from finahai@easurements, there were

customer satisfaction and employee satisfactionsarea included. In addition, the
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Balanced Scorecard was linked to the salary madelder to encourage long-term

achievements and long-term value building. (Firn2@04)

Unit managers were the ones having the resporgilidr the results achieved. An
important feature of the measures is that the whiali# had the same three measures

that were also the base for the bonus system amti¢dl to Balanced Scorecard.
The three measures in Firm B Balanced Scorecard
* Result (Equals profit)
e Several organizational levels included
* Weighted on one’s organizational position andenirrstrategy
e Customer perspective (Equals satisfaction)

» Customers answered annually to 15 questions coinggtime entire

Finnish country organization
e Target level average 69 (scale 1-5)

* One’s result was the average of all the customee&sdeam(s) were
having relationships with

« Employee perspective (Equals satisfaction)
* Annually, employees answered to 60 questions
e Target level wag,3 (scale 1-5)

» One’s result was the average of all employees @isaieam(s)

The principal economical strategic measure wasitplolity rather than absolute
result and that didn't actually support growth hessaone can get the profit with

smaller revenue by keeping costs in control acogrth interviewee results.

Every Firm B country made its own operations madgetreate a solution for the

challenge of making steady and high profit for ovgnd he fundamental restrictions
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were that a company had to handle its customersemneluigh to keep them buying
from them, and had to handle their employees welugh to keep them motivated
and effective and attract them to stay with the gany. The solution generated was
a collection of interlinked cultures, models andesuof compensation that was
shared with all employees in Firm B Finland. Théuson aimed to combine the

effectiveness of minor units and synergy of the Mhorganization. (Firm B

company internal material, 2006) The framework wased after its creator, the

long-standing CEO of the company. The model wae alled the "Triangle of
Success" (Figure 9).

Results

Customer Employee

Figure 9. Triangle of Success. Triangle of Succeggerformed by two BUs
example cases in Firm B Finland. (Firm B company iternal material, 2006)
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The bonus system in Firm B was bound to the stiategasures and thus the
implications of success or failure seemed to begeized. The variable part could
be 40% at maximum with management and 10% at mawinvith personnel. The

actual measures were result (+) and Customer @)Employee Satisfaction (-).

Thus, one’s bonus depended on reaching the resgkts of one’s own unit and the
unit one’s unit belonged to. Several organizatievels were thus included in the
bonus calculation. Weights depended on one’s jposénd strategy of that time with
annual fine tuning. One’s bonus was reduced if naiit didn't reach the target
customer satisfaction. Furthermore, one’s bonusre@sced if one’s team didn’t run

to the target employee satisfaction value.

The Firm B strategy process had a strong emphasidiwonan resources. As

interviewees put it, good employees were valued andg on. One of the

interviewees in turn highlighted the fact that asds he knows, during Firm B times,
no one left the house because of the bad resuitqgdor personnel satisfaction was
not tolerated at all. If a manager got under timgefavalues in personnel satisfaction
assessment for two years in succession, it meamg.fin Firm B, it was considered

that an employee leaves a poor manager, not thepammyn Measures were also
connected to utilization according to interviewdiimgs so that a lot of work was sold
in a “time and material” -based manner. Personeeldad to be active and gather
assignments for themselves. The whole strategybaasd on selling person-days
and taking care of employees, and customer strategytargeted towards customer

companies’ ADP chiefs and their resource needs.

From the Finnish country organization’s viewpoititie Firm B strategy process
contained both top-down and bottom-up elements.n@pudevel strategic targets
like how much emphasis was on profitability and howch on revenue were given
in a top-down manner. In other respects, Finlardifree hands in strategizing. And
the strategy process exercised in the Finland cpuwrganization turned out to be
successful. Firm B Finland managed well with itsatggy process, having

profitability figures of two digits all the timeinterviews, Firm B external material)
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The CEO of Firm B Finland had a very strong viseon strategy for the functioning
of the Finnish Firm B organization. He had a cortgdleunique way of thinking and
his mindset was that every unit, every cost poal every team was responsible for
their results — human resource satisfaction, custa@atisfaction and financial results

— the Triangle of Success.

"I think that the strong thing back then was Firm Brinland’s
CEO, or thinking about Firm B concern strategy, itmained

unfamiliar for me at that time”

Finnish country organization CEO of firm B had easdgy starting from customer
and customer ship and field of business, and cosdpty Firm A and models of

consultants dominant back then the strategy imph¢atien had a much stronger role
and, significantly, the Balanced Scorecard was iheaimplified according to

interviews. Kaplan’s four-column model was shorténeto three as the column
measuring operation was removed. Only the resuti® wneasured, not operations.
These interviewee comments are easily verified liseoving the samples of actual
Triangles of Success utilized in Firm B Businessté&Jas well as the simple plot of

the model from Firm B company internal materiab(ie 9).

“It highlights the communication and intelligibility in human

business. This machinery is people. Like this. ”

Firm B’s strategy process was an annual processdaoth top-down and bottom-
up elements according to interviews. This was ettida country-level strategic
analyses, which were given to the units by yeadgidto be utilized in their own
strategizing processes. In addition, all of thearing systems were built to support
these three basic measures. Also in the internakrmah the bonus system’s
relatedness to the Triangle of Success is illustrads comprising revenue or
profitability while the customer and human resoarsatisfaction acted as cutters of
the bonus measurement. As management by resultdakes to very low levels,
rewarding happened at the team-level in Firm B &fling to interview. It was
pointed out in the interview that it possibly als@sented weak spots although the

country organization’s success formed a big sharhe bonus measurement. The
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next quote from interview illustrates the essentcéhe possible weaknesses of the

bonus measurement carried out in Firm B:

“There was none of that kind of steering that wouldhve searched
for synergy, for example from internationality. Andlso internally
such tight management by results in the low levet it didn’t
perhaps contribute in the best possible way to tbh#aboration

and working together. It may be that it would evérad into too

much competition between units.”

424 FirmC

Firm CY had articulated an evident strategy forvgtoby a combination of organic
development and carefully targeted acquisitionsnkL and Y were already fused in
2002 and in 2006 Firm CY acquired Firm B. The nawhéhe company changed
from “Firm CY FirmB” into “Firm C” in 27.2.2008 (Fm CY, 2006; Firm D

intranet)

The composition of the Group after 2006 acquisgion

Firm C (UK) + Firm X (France) + Firm Y (Netherlands) + Firm B (Nordics)

Firm X and Firm B were carefully targeted acquasis. The determining factor was
their strong cultural fit with Firm CY. Quality dhe people, work and customers was
of a same type. Companies operated in high-qudlitginesses having strong
margins. Via these two notable acquisitions, Firth srengthened its geographical
position and expanded its capabilities. For instaRirm X and Firm B provided
Firm CY a leading utilities billing solutions caphbty added to their business
process outsourcing (BPO) resources and broughtestablished management
consulting capability to the Group. These transastialso enabled former Firm X

and Firm B operations to further enlarge their dwasinesses. The companies were
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significant players in their respective local maskéout they had reached a
development stage where continued growth dependetlaging access to wide-
ranging international operation to extend theiratality to support major profitable
organizations. The acquisition gave Firm B accessitm CY's global capabilities,

propositions and international network. (Firm C00B)

In the process of integration, Firm X and Firm Bn¥CY strove to apply an

approach similar to that exploited in the mergeFiom C and Y. The basic idea was
to combine the best of Firm CY and the companiemiaed by sharing good ideas
and know-how throughout the Group. Firm CY’s goaswo create one company

with common set of values and shared systems auwgses. (Firm CY, 2006)

"They collected, in a manner of speaking, best ptiaes for
strategy and integration. | also was so naive inath wrote, | had
seen the light of Firm B and | believed in those ohals, because |

knew that those functioned as opposed to Firm A.”

In January 2006 after the acquisition of Firm X,n#iCY became the fourth largest
IT services provider in France and a top ten pravicd Germany. In addition, in

August 2006 Firm CY announced their plan to acqtiren B, the third largest IT-

company in Nordics. The acquisition was completiegaaly in October. (Firm CY,

2006)

The turn of the 2% century and introduction of the euro were bothciau
background factors in ICT markets. Back then, theas a lot of work to be done
and profitability was good, there wasn’'t even erowgprkforce to fill all the jobs
available according to interview findings. But afteat the market began to change
in the Nordic countries. Globalization began towhim Sweden already in the
beginning of the 21 century, as time and material based work dimimishe
Especially in Sweden the net earnings of Firm Brpheted. The Finland country
organization made a fairly good profit in companist2-13% EBITA, but it was not
enough to correct the Firm B concern’s economy. ddnewas twice as big as

Finland operations, making roughly 5% EBITA, antless didn’t manage that well
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either — end result being 5-6%, which didn’t satisfarkets in the long run and a

readiness to give up Firm B ownership existed.

From the viewpoint of the existing Firm B organinat the interviewee illustrated

the acquisition and the acquirer company as follows

“Globalization impacted increasingly on our domesttustomers,
and | guess for Firm B it was really good that Firf@ acquired
Firm B in 2006 because, well, starting with 2007&&) we could
approach the kind of customers that operate, likegrnational

companies and others, that operate also outsideNloedics.”

The interviewee pointed out that the message obrbawy “European” and “more
global” wasn't at all bad to be sent to the custamalong with the Firm C

acquisition.

The basic concept was to combine the best of Fivhad the companies it acquired
by sharing best practices and know-how throughlo@itGroup. Firm CY’s goal was
to create one company with common set of valuesshaded systems and processes.

(external material)

Firm CY accomplished fairly aggressive acquisitiasscompany CEO, having been
CEO had a strong growth strategy. Firm CY bought @ company called X from
France, which was a rather big acquisition. Contipetitoughened and Firm CY
decided to apply its growth strategy by acquiritgpaFirm B. According to the
CEO interview, coming to 2004-2005, it was evidémat managing such a big
company that still was a local operator in the Noregion was a difficult strategy
for survival in the long run. The main reasonstfat were new rivals and offshore
capability from India. At that point, Firm B had ¢arefully consider possible options
— whether they would get a chance to buy some houtsede the Nordic countries.
When chances for that didn’t appear strategicaliaatageous, Firm B was selected
as an acquisition target. There were several pesatquirers, and the interviewee
characterized Firm C’s suitability from the viewpbiof the former Firm B

organization as follows:
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“Firm C was for example good for the acquired compain the
sense that Firm C didn’t have anything overlappimgthe Nordic
countries, so we didn’t get any enormous eruptiafdurbulence
and posturing from the Firm B personnel. Firm C was a way
the best acquirer candidate and a good match ashibekground

was at least partially compatible.”

According to Firm C external material (2006), thetetmining factor behind
acquisition targeting was the strong cultural fitthwFirm CY and the target
company. Quality of the people, work, and custonveese of the same type. The
companies operated in high-quality businesses bastiong margins. Via these two
notable acquisitions, Firm CY strengthened its gaplical position and expanded

its capabilities, according to the external materia

4.2.5 Firm C’s Strategy Process articulation — Firm Cr{to

Firm C Story was the way Firm C’s strategy wascatéted for all of the Group’s
employees on annual basis. One typical Firm C Stwrfrom 2010. In the first
picture, central group-level successes from theipous year are presented. In the
second picture, there are main challenges or thggthat need to be worked upon.
The rest of the pictures concentrate on actuatisolsi to the challenges detected and
creating of mutual spirit. Customer orientationostmut as a central development
area in 2010 and got major attention.

The strategy process was communicated in a form stbry containing the things
organization is strong in at the moment, the onhasili needs to work on, next the
solutions provided, and finally at the end of therg the building of the mutual
commitment and spirit.(Firm C internal material 12)

Firm C Story as a strategy communication method avhg complicated compared
to models like Triangle of Success. The interviewealuated that Firm C Story
didn’t get the message across. Thinking about tfvaten where one would have
taken company representatives from different coemtand asked what the pattern

was, presumably the answers would have been quifereht, according to
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interviewee viewpoint. Logic and clarity are of grevalue in strategy
communication as well as ease of communicationpaadumably these goals were

not optimally reached.

"The most demanding things in integration are impteentation,
communication and discipline. Intelligibility of tie
communication: in expert organization, people areite smart and
want to understand, why something is done, and hessaof that

the message needs to be clear.”

4.2.6 Integration process of Firm C/Firm B

In the internal integration material of Firm C/FirB1 launched in the middle of
November 2006, an integration “project” is mentidndhere is also a principle
about “best of both companies” stating the goalipgrade Group capabilities and
processes from Firm B experience. Aim for one camgps explicit; one set of
values and one set of processes and systems. Tingecof action is phased into
three stages: the first is a day-long startingoagtine second takes 100 days, and the
third one the whole remainder of the year 2007. Kawciples in the integration
project are, amongst others, to minimize harm tir®ss, concentrate on customers
and maximize cross selling possibilities and grosgenues as well as minimize
restructuring effects through redeployment anditiattr and explicit and timely
communication. Relating to this, one thing Firm @derlined in its integration
project plan was that misunderstandings happeryeagih different languages.
Thus, one should not assume anything and has tk ¢dhe/her understanding. Also,
a key notion in the integration plan was that theup had doubled its size in less
than 12 months and it had to find the right balabheéveen producing common
practices and local freedom to do the optimal tHmgthe business. Some of the
challenges mentioned in the integration plan weohrology-related. In addition to
those, the material mentioned challenges of acsgone company, contacts
management, decentralization vs. centralizatiod, @jectives setting. (Integration

project material, Firm B Firm CY company, NovemBe06)
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As for Firm C’s integration phase, the interviewuks stated that integration in the
Finnish country organization was self-directed eatihan guided from the acquirer
company. The next quote is quite telling:

"I don’t know if the integration even existed. Thiategration was,

well, more like we ourselves actually turned it anintegration.”

The interviewee also told that although Firm C aegFirm B in summer 2006, the
name wasn’'t changed to Firm C Finland until Febru2Z008. Thus, the company
operated as “Firm B Firm CY” for one and a half nigeaAlso Firm X operated using
its own company name. This was also evident inettternal and internal company

material.

As the company functioned in holding company fashio the beginning, any
integration was also limited. It can be said thed tompany just started to report
numbers to a new location as Firm B continued psration as a sub-concern which
Finland belonged to. It was more like product- angtomer- originating than
starting from the idea of beginning to function @se company, according to

interview results.

In Firm C’s integration plan, the goal to upgradeo@ capabilities and processes
from Firm B experience was announced explicitlymAflor one company was also
presented: “One set of values and one set of pseseand systems”. Firm C also
stated in the material that it would implement iptactice “best of both companies”
thus referring to the similar kind of thinking thatas announced in Firm B’s

integration plan. Those best practices and attémpollect those also mentioned in
the internal material didn’'t appear in organizagiopractice despite the formal

integration plan.

The interviewees stated that systems were nevemcasd in the time of Firm C.
The organization, brand or incentive system didmahage to get canonized either
in the Firm C era. All the reporting was built upofd practices. The country
organization had its own systems and own reportiagd then from all the

dimensions of the matrix organization came theirnomeporting demands and
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manifold systems. Explicitly mentioned in the iview was that integration simply

didn’t happen.

“Integration didn’t happen, because this was toldéeal — Firm C

wasn’t strong enough to push through the common imeds”

In the case of Firm C, many of the processes wefiaetl but also plenty of those
were still in progress and others were completeigetined, which did not fully

support a global approach in strategy processtasviawee told.

4.2.7 Firm C’s Strategic Measures

The Group Balanced Scorecard translated Firm C&egfic business targets into a
defined set of measures called Key Performancecdtalis (KPI). These measures
offered visibility for realization of the organizan’s vision. The KPIs were grouped
into the four perspectives of Balanced Scorecardopwed against the next

quadrant:

» Performance Objectives: Relating to the organizatinal outputs
in strategic and management plans. Generally hard easures
against defined targets.

* Financial Performance: Bringing the components ofhie financial
performance together: these are also hard financiaheasures
given against defined targets.

e Resources: Relating to the processes of the orgaaiion in
exploiting and acquiring resources. These are oftea
combination of hard and soft measures.

* Learning and Development: Relating to the processf@ngoing
improvement; the KPIs being again a combination ohard and

soft measures.

The Balanced Scorecard described was used in @ithen-off contract environment
or ongoing service delivery. The main differenceyrhave been the frequency of the

scorecard usability; only applied for key milestoner routinely used to assess the
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overall health of the project. Firm C’s attitudeveords Balanced Scorecard was that
the powerful methodology needed careful thought aodmitment to deliver
maximum benefit. Also highlighted were the mordidifit questions such as “How
are the softer constituents (innovation, satistectlearning and development) to be
measured effectively?” and “How should Balancedr&card be factored into the
commercial relationship?”. These questions werefalbf answered but the faults
were noticed. (Firm C internal material, 2006, Rurm C internal material Group

Balanced Scorecard v3.5)

The management of Group Balanced Scorecard wasuctatt so that during the
business strategy phase, the KPIs determined éoGtbup Balanced Scorecard were
reviewed to confirm they were still focused on thesiness objectives and strategy.
In the business planning phase, the KPIs determiioedthe Group Balanced
Scorecard were set as target values for the famimgp financial year. Finally, the
Group Balanced Scorecard results were reviewechsigthie KP| objective values set
in order to recognize potential business procegmpnities. (Run Firm C internal

material Group Balanced Scorecard v3.5)

When examining Firm C’s KPIs, eight of the ten meas were related to financial
result and two were related to employees; one tpl@me attrition and the other to
employee satisfaction (Firm CY 2006). Thus, theeravmno measures connected to
customer satisfaction. In 2008 Firm C took three &Pl as the Group started to
follow nearshore and offshore headcount and coginga reinvested in future
growth and finally also customer satisfaction. Ye2010 brought improved
sustainability of operation as one of the 13 KRfs.2011, engaging clients was
picked up as the first strategic goal, and “clisatisfaction” was mentioned as the
first KPI in annual report. “Client focused people/as highlighted as a second
important one, and KPlIs related to that — peoplisfaation, attrition and nearshore

and offshore headcount — were emphasized in sigmiée. (Firm C 2007-2010)

Empirical examination of Firm C's management inoentrelated Balanced

Scorecard from 2012 reveals a high connect to filmhmeasures and no stress on
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customer or HR-measures. (Firm C internal mateAddp according to interviews

the principal measure was hard to recognize irtithes of Firm C.

43 FirmD

Before the acquisition of Firm C, Firm D was a venypfitable company having
30 000 employees. As the IT industry is maturirgj énd the tempo of globalization
and consolidation increases as well, Firm D haseha@ strategy of “ build and buy”
growth, focusing on expanding through both orgagrowth (i.e. build) and
acquisitions (i.e. buy)Historically Firm D has doubled its size every e five
years. Through the acquisition of Firm C in 2012mFD increased its size from
31 000 employees to 69 000 having operations incdéntries. However before
acquiring Firm C, it had 90% of its workforce (iffghore is not taken into account)
in North America, and especially in Europe the camphad a fairly weak position.
Firm D had something in the UK, Germany, Spain anthething very small in
Portugal, but nothing in the Nordic countries, asdnterviewee pointed out roughly
75% of all the world’s ICT spending decisions arad@ in North America and
Europe. Firm D has a big market share in Canadagaod chances to grow in the
USA, but partly the boundaries of growth are alyeagproaching in USA, in the
sense that if Firm D had only North American opera without global reach, it
would not be considered as potential actor compéweitis competitors. Keeping
these background factors in mind, the acquisitionEurope and particularly in
Nordic countries was quite a natural move for FPnto make. (interview, Firm D,

2012; Firm D internet homepage; Firm D internal enat)

4.3.1 Firm D Strategy Process — Main principles

The strategy process of Firm D is based on a deepratanding over the field of
business containing the detailed planning of thegirations. In Firm D strategy
work, understanding over the field of business, suezs and organization structure

all support each other, according to interviewees.
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Another key element in Firm D’s strategy procesha it wants to be locally strong,
which means that local customers are listened ma, @perating is local. The
company operates near its clients and aims to geoaihigh level of responsiveness,
local language and profound understanding of bgse® (Firm D external material)
The company is oriented so that it aims to rea¢h lmm local and global market
needs like cost development and quality issuessgich country has a lot of freedom
in relation to the customership, so that busineskimg strategy is given back to
country organization, but on the other hand praeesse strongly global, as well as

measures and steering descending from qualityreygteterviews)

As the interviewee also stated, Firm D’s basic gguphy and measures brought
understandability into the business and in thasedalt like a return to the Firm B
era. The story goes that one of the founders oh Bbr drew the basic elements of
Quality System onto a flip chart in 1991, and ili stery much resembles that first
version. (interviews) The Quality System containscpsses, operations models and
guidelines related to clients, employees and stkehs — the key stakeholders of
the company towards whom the strategic measurds'eafompany are also focused.
(Firm D internal material) The fundamental role tfe business model was

emphasized as follows:

"If there is a known business model on the recoidtegration is
possible. If you don’t know what this business modewhere new
acquisitions are going to be integrated, it is extnely difficult,
because then you're integrating something that istrexisting yet,
right?”

The interviewee stated that the elements in Firm Sifategy process match Jim
Collins’ “Hedgehog” strategy thinking in which cain core thinking dating back at
least to the year 1991 remains the same (Qualisye8yfundamentals). Of course it
is updated but still it is preserved persistenifie characteristic efficiency and

power of the Firm D strategy process is illustraasdollows by interviewee:

"I don’t think that the vision is any brighter thant is in any other
company, or the mission. | think those are quitdfaiult to
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understand, to be honest. But how it will be implented — it is

rather the core question in this.”

When assessing Firm D’s organization structurgyrits out to resemble a function-
typed organization as applied in Firm B. Firm D hasambiguous client

responsibility to be monitored. In Firm D, unamhogs, personal responsibility is
strongly required in every matter, and matrixes alesolutely forbidden. All

organization charts that could be interpreted asixes are also forbidden. In firm D
there are units responsible for the customershiygs uits delivering services to
other fields of businesses. Those two types of hewe completely different internal
calculation models for cross revenue, profit, netenue and net contribution.
Interviewee also highlighted his experiences onrigageen many attempts at trying
to solve the problem of digging in and respondipifior customerships, and he
praised the functioning of the one utilized in filnin the sense of responsibility,

customerships, and financial calculations relatetthbse.

Strategic directions and plans are done basedtbrea-year planning horizon and a
three-year rolling-plan. The main principle is nsult Firm D’s three stakeholders
— clients, members and shareholders. This inptlteis utilized in the actual strategy
process guiding the strategic planning. This ingslhsearching for the optimal

equilibrium among client interviews in each of ttegget industry verticals and

geographies concerning trends and priorities, dgwed) innovation ideas, and all the
members consulted on Firm D’s priorities and taages well as shareholders. In
addition, making sure that the participation isesyr to all management levels is also
important. The plan is structured around thoseetlstakeholders’ insights to aspire

to the optimum equilibrium. (Firm D internal matdriinterviews)

The Firm D Quality System guides the managemerkimoh D to assure optimally
satisfying the needs of the three stakeholdersofAlhe business operations in Firm
D are acted out according to the same quality systeming for consistency and
cohesion across the company. However, it doesiwetdgtailed instructions of how
things should be done in the country level, it gestermines the common guidelines.

(Firm D internal material)
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4.3.2 Integration process of Firm C-Firm D

The target of the Firm C integration program accwdo internal material released
in September 2012 was to integrate the Firm C orgéon and transition into Firm

D Quality System. Objectives were to implement tleev Firm D organization by

August 20" of 2012 and integrate the Firm D members as weltdetermine and

manage Firm D Quality System implementation alloasrthe strategic business
units. The program was divided into key milestoogsr a 60-day timeline, to be
achieved and carefully reported according to thegm@m plan. The plan also
contains unambiguous roles and responsibilitiesstablish who is accountable for
implementing the Firm D Business Model and whcesponsible for transferring the
knowledge of the Firm D Business Model, as wellv&® is accountable for overall

integration planning and support. Also the duratbthe roles and responsibilities is
determined in the plan. The program plan contaihne tools and process
introductions to carry out the needed tasks. In finances sense, Firm D’s
philosophy is to proceed quickly through the intg¢gm phase to enable arriving fast
at the desired state and focus of operations. (Birnmtegration material, September
2012)

"To make sure that the drive is on and then commuoate, monitor
and resolve. If there is something that is not aack, then figure
out why it is not. Then resolve it. Instead like some cultures,
when the thing is not on track it is reported to be track. Full

Transparency!”

Each one of the Strategic Business Units is adetm for its own integration costs
according to the program plan. The HR harmonizatimtedure takes into account
all working conditions and compensation componehtarmonization in a given
country cannot be made before all of the global lmedl plans are reviewed and
assessed and also approved by a steering comn{ftie®. D integration material,
September 2012)

According to interviews, the post-acquisition inegon phase of firm D has been

quite the opposite to the process of firm C. WhamFD started the integration
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process, the first thing was that decision makinthaerities were checked to avoid
possible further damages to business. The secepdasts to go through all the risks
in the big contracts to be mitigated. The Firm [Qasrization informed, in 60-day
periods at a time, what to do to get the integratits goals. In the Finnish Country
organization strategic management, one got a skdedefining how to handle the

things, and those slides were not allowed to et

"As if driving a car in a fog, you can see only anall distance
ahead at once, you see 60 days ahead. You don’tnkwbat
happens after that, but they will tell you aftervehile.”

The interviewee characterized that in a Firm D, paze in which the system
integration was pushed through is almost incompreibée. Firm D has extremely

exact plans and operation models on how to integratacquisition target.

Firm D’s integration plan is extremely organizedtsmform. The main target of the
plan was to integrate Firm C organization and membgo Firm D and implement
the Quality System as such all across the stratbgginess units. The whole
integration program was strictly divided into ph&sand roles and responsibilities
were given in an exact manner. Deviations or dlgjes were not tolerated and the
implementation pace was high. Thus, the integrapiam departs from the Firm B/
Firm C —type integration plan in which also the @oed part has a say and best

practices are collected — at least on the levédi@plan.

However, as the interviewee pointed out, now thah P has acquired a company
bigger than itself, integration doesn’'t happen cletgby without floundering, but
when counting on strong implementation practicess ihappening in leaps and

bounds.

As another interviewee pointed out, the strateg¥iah D as such is probably not
that clear at least when it comes to vision and siois statements, yet
implementation must be key to its success andagason why Firm D has managed
to grow in such a skyrocketing manner. They havesicered extremely carefully
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how the implementation will be carried out, andfas interviewee also pointed out,

in the implementation process there is no spacadgotiation.

” Sometimes it feels, like for us at the momentattsome things
are senseless, like we are going towards worse niaybe the
principle here is that these things are not negdtie. These are
just carried out, full stop. It is however the mommportant part in

all that...Those are just carried out and that’s”it

As the interviewee told, during the Firm C era éhavasn’'t the kind of hard
discipline and implementation power forcing coun@mganizations to move into
single processes, systems or even under one conmzang. Integration remained
incomplete because there are always discordans natel those were not managed
with assertive manner. The determining thing frdra point of integration to be
realized is how these counter-arguments are harallga integration: assertively or

loosely.

There exist many truths in the world — there are maways of
doing business quite successfully — but if you dioimave the
capability to push through that one truth, then thetegration

won't happen.”

4.3.3 Key Strategic measures of Firm D

Shareholder satisfaction is measured once a yehit @ evaluated in a scale from
one to ten. Responses are compared to the indaisthytotal market. The score is
calculated based on 20 questions concentrating tengths and weaknesses,
opportunities and threats, valuation, managemerd &rvestor relation. The

Shareholder Satisfaction Assessment Process (SiSAfhed at studying retail and
institutional investors (buy-side) as well as fioah analysts (sell-side) to measure
their amount of knowledge and satisfaction accaydinthe strategy, execution, and
manager and investor relations program in Firm Be $SAP program is carried out

once a year between April and May. The interviewagormed by a respected third
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party and Firm D selects 100 participants to berinéwed — 30 out of those will be
chosen for SSAP. Anonymity is optional in the pssgFirm D internal material)

Customers are measured in Client Satisfaction Assest Program (CSAP) were
Firm D’s target value is > 9/10 (scale 1-10). CSédhtains a client loyalty score
(how likely clients are to do business again withmFD). The target number of

9.1/10 is the target in Finland in annual cliergessments. Within the commitment
to world-class service-levels, the target is th&9fulfills or exceeds customer
expectations. Target value of projects deliveretinte and in budget in turn is 95%.
Also the number of client satisfaction questionesicompleted is one of the key
metrics. The Client Satisfaction Assessment Progf@®AP) is part of Firm D’s

Quality System. It contains face-to-face discussiand should take a form of open
and meaningful dialogue with Firm D’s clients ahdsiused across the company. It
is founded on ten plain questions that have beewl @igr years. The satisfaction
score is calculated based on those ten questioti® iquestionnaire. This survey is
done twice a year to give feedback to continuougravement process. CSAP is
designed to strengthen the quality of Firm D’srdieelationships keeping eye on the
long-term progression. The overall score of FirminDCSAP is 9.1 if including all

the Firm D counties. (Firm D internal material;&iD, 2010).

The third dimension are the employees (Member faatisn Assessment Program,
MSAP). Employees answer annually to MSAP questioanand the target level
aims for continuous improvement and also being abb®/10 (scale 1-10). MSAP
participation target is over 90%. Voluntary turnovate target is below 10%. SPP
(share purchase plan) participation target is 100%#en Firm D was founded, the
founders also gave a possibility for any employeédcome an owner. This was in
line with founders’ fundamental dream: “to create environment where to enjoy
working together and, as owners, contribute toding a company to be proud of*.
The Share Purchase Plan (SPP) gives an opportonaly regular members of Firm
D, full-time and part-time, to buy Firm D shares tre open market with no
brokerage fees. Firm D matches one’s contributjpriouthe maximum set and apart

from that amount corresponding to a set percentdgene’s salary without an
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equivalent contribution from Firm D. However, onetgthe same benefits. (Firm D

internal material)

"Ownership as one of the important things — stri\grto get the
whole personnel somehow involved and becoming owradrthe
company and hence to experience the financial megsand so it

makes more sense.”

Within Firm D terminology, employees are referreml as members. Member
Satisfaction Assessment Program (MSAP) is part oémder Partnership
Management Framework (MPMF). The crucial idea beéMPMF is to encourage
members and managers to develop open communicatioall the levels of

organization and share information about the diwacbf the company. This aims to
underline the importance of all the members’ rateBirm D’s success and foster the
ownership mentality. MSAP is the process by whickenbers express their
satisfaction regarding essential management redpliess. The actual

guestionnaire comprises of questions structuredratdhe five strategic goals of
Firm D’s. All of the three key stakeholder groupee a&ocused on, and the
introduction to each section in the questionnaies@nts the background information

needed for answering the questions. (Firm D interregerial)

As put in the interview, Firm D’s Quality systematares reported goals, which are
extremely demanding as very few will satisfy albslk goals. The best ones have
been chosen as goals for all. Many don’t reachethbat that's not the trick — it is
how one can make things even better. Thus, theafuedtal idea behind the goals is
continuous improvement. How to get there and sbhaoihbest practices are at the
core of this kind of extremely rewarding target swa setting, according to
interview results. The goals and target measuresshown in the chapter Key
strategic Measures of Firm D. It is evident thag tralue of 9/10 for customer
satisfaction is high, but given the background nosmtd in the interview, it is
reasonable, and knowing it is reachable can aldo/ate.

Among the economic measures Firm D emphasizes ribfegbility, but there is

additionally stress on the cross revenue, refemioigonly to the revenue from one’s
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own business unit but the one produced in othentri®s in one’s own business unit.
Revenue is observed from how much one’s custonemergte; another principle of
Firm D is that it doesn’t matter for the organipatiif the revenue is generated in
Finland or offshore as long as it focuses on ocasomer. In the Firm D system,
one is not rewarded solely based on profitabilify,one doesn't grow. And
conversely, if one grows but profitability is poot,will especially be punished.

(interviews, internal material)

"Success factors derive from successful concept @#sdletermined
compliance. And of course from the point of viewttie country
organization, it is after all great that top manageent is interested
in this business and understands this business. Anen the
common measuring system: KPIs are understandablesibess
fundamentals are understandable. We are in a manoéspeaking
all of the same opinion that if the company is notofitable and if
it doesn’t grow, it won't be involved in the busis®for long. But a
company cannot be profitable and grow without gooastomers
and customer ships as well as quality under contmoleaning
having processes and people under control and thelihgs of the
people assessed. And also acting according to thedges.”
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5 Discussion

In this chapter, the findings of the study are casted against the theoretical
background of the study referred in Chapter 2. ifiaén points of convergence with
the literature and the findings are underlinedthils chapter, the research analytical
framework (Figure 10) including the various themadt viewpoints introduced in
chapter two for M&A execution is assessed agaimstrhajor acquisitions executed
in the history of the case company - Firm B acaggifrirm A, Firm C acquiring Firm
B and finally Firm D acquiring Firm C. The summarfythe key findings reflecting
the M&A execution characteristics of different casempany firms within the
framework of contextual execution of M&As in casempany continuum of firm-

acquisitions is given in Table 3.

A
/- Global and Societal Historical Drivers

- Organizational and Strategic Context
[ M&A Pre- and Post-deal

Execution

Actors involved

Time

S 2

Figure 10. Analytical Research Framework
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5.1 Strategic management in M&A execution history @& tase company

Firm A utilized a niche product -guided strategyvesl as a more market-guided
internalization strategy to broaden its operati@soad, according to findings.
According to Bower (2001), both the product and ketiextension M&As are aimed
at extending the company’s product line to readerimational coverage. Firm A
grew by utilizing both of these strategies in asgigns, with both good and bad
results, with the end result of finally becomingaaquisition target of Firm B itself.

Synergy motives belong to efficiency theory, dontimg the theories of merger
motives, which contain the synergies of costs, ajmms and management.
(Trautwein, 1990) When assessing acquisition msfiv&ynergy motives were
explicitly underlined in the cases of Firm B’s aRtm C'’s integration plans, but
were not concretized in a desired manner, moslylikecause of the weaknesses in
the implementation phase. In Firm B’s internal gnegion plan, the significance of
gathering the advantages of the synergies wasogtkplinderlined, just as it was in
Firm C’s where it was said that the parties invdlvwe integration were activated to
give their best for the common good and the maial gas the realization of the
synergies. In the case of Firm D, the synergy neotigs been put into practice from
the level of common processes to the level of t®rmmon system, with measures
and organization structure in every country andr@ss unit aiming to optimize the

efficiency.

The Parenting Fit matrix underlines the synergigtsvben the acquirer company and
the company to be acquired and the possibilitiesdhgive for the newly formed
company to meet the external market opportuni{@eold et al.) Within the external
company material of Firm C, it was stated that FXnand Firm B were carefully
targeted acquisitions in which the determiningdagtas their strong cultural fit with
Firm CY, meaning quality of the people, work andtomers being of the same type.
Thus, this kind of positioning the business indidernal context and searching for
synergies in the parent company’s value creatisnyell as for possibilities in future
external business, was also recognizable at theepb& choosing the acquisition

target.
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When utilizing the classical acquisition categadtima framework of Shelton (1988)

presented in Figure 4 the related-supplementanf fiorizontal integration seems to
be convenient at least in the cases of Firm B, Erand Firm D acting as acquirers.
These types of acquirers target principally newtausrs and markets (having
similar enough a background to the acquiring corgpaather than new products
and skills, which were at least partially in theds of Firm A in their acquisition

strategy. According to Shelton, related-supplemgnis one of the two strategies

which most probably will create value through asgigns.

According to Haspeslagh & Jemison (1991), valuadquisition is created only if
the acquired company is integrated the right wdeylstated that the core of the
integration process is the interactions betweenttfze companies setting up the
atmosphere for capability transfer. However, whia¢ toptimal atmosphere of
capability transfer is may differ depending on ffeeties involved and the current
contextual situation. As also stated in one ofreent studies, a further key question
is how eager the acquirer is to learn from targetnmany’s best practices.
(Teerikangas et al. 2012) This is also not a simaple straightforward question to be
answered in the dimension of what could be thenwgdtievel of sharing of practices
and management power. Teerikangas et al. (20189 #tat in the ideal case, the
integration is two-way and the transfer of postidasowledge and capabilities is
mutual. As has been noticed in uncovering the tgsthis ideal rarely works. Like
Schweiger et al. (1993) put it, despite many pdgshying that acquisition parties
should have equal power in change decisions, shigrely the case, especially when
one company is fully assimilated to another. ABeumerating the unquestionable
benefits of equal distribution of power, he poiotg the fact that in some cases, such
as on the occasion of having only a short timeotlm#v through the implementation
phase, autocratic decision-making could be moreatds. (Schweiger et al., 1993)
Also the results of the thesis support this vieweast in part. In the complex and
dynamic business environment where fast proceedéndgavorable, autocratic
decision-making accompanied with discipline couédrbore functional in the post-

acquisition integration phase in order to get thplementation done.
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The key aspects having to do with the atmosphereapgbility transfer and also
power relations came up in the findings as crudadtors in post-acquisition
integration phase. The first of those was changeagement and in particular how

to manage change resistance, and the third wad.spee

Within the model of McGrath’s (2011) Power Pyrammtinaging the change can be
seen as part of the leadership capabilities negessaM&A. Change decision-
making is of particular importance in the integoat(Schweiger et al., 1993) As also
became evident in the findings, the role of chamnggnagement is crucial for
integration to be successful. The interviews eghbd that people need to get
emotionally involved in the change. This was thestndearly illustrated with the
case of Firm B integration. In the interviews, échme evident that integration has to
be experienced personally one way or another foethployee to commit to it. If the
acquired unit or company can continue its operatemit pleases, integration doesn’t
happen, as was underlined in the interviews. Asssriess and discipline are needed
in order for integration to happen. Even the bightintegration plan doesn’t bring
about anything without control and if deviation®orfr the integration plan are
tolerated. Monitoring and corrective actions sholkdundertaken when needed, as

was highlighted in the interviewee findings.

Ultimately, the essence and role of speed as arfaftsetting up the atmosphere of
capability transfer seems to be even more crucidl @mofound than that. The ways
in which Firm D has successfully exploited speedtsnpost-acquisition integration
plan in contrast to Firm C whose integration pladnd even manage to be
implemented reflect this illustratively. Accordingp McGrath’'s (2011) Power
Pyramid, speed creates momentum that pushes thgratibn program through
challenges. Speed has a motivating effect as ftatsgthat the company is moving
forward and making progress. Firm D has thus famted on the speed momentum
In its post-acquisition integration strategy andhass proved to be successful as its
integration strategy has been progressing at a pagle. Benefits will be realized
sooner and risks can be mitigated earlier. Als@ ttean of future strategic
possibilities opens up earlier and the costs emgriyjom prolonged integration have

no time to be realized. This doesn’t mean that neblpms will occur. Integration is
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the hardest part of the acquisition as illustrate@rigure 3. “The process and task
complexity of M&A”. Also, as rebuilding the orgamizon demands that strategies,
organizational and unit goals, cultural norms amdvard systems as well as
individual role and expectations be clarified, deped and communicated, the
merging of two large firms where a great numbeurafs are influenced will require

more rebuilding work than the acquisition of a dnt@mpany where only a few

units and people are involved. (Schweiger et &93) With a concise and clearly
communicated and implemented strategy, the demgnudiagration phase could be

managed successfully, though.

As Eisenhardt & Sull (2011) put it, when businegedmes complicated, strategy
should be simple. According to McGrath’s (2011) RoWwyramid, a company needs
to state its strategic objectives clearly and inoasistent manner because all the
decisions made could be evaluated in light of theairly stated strategic goal, as that
clarity also gives the direction and reason for M&A actions the company carries
out. Thus, the significance of the consistency @adty of the strategy as well as the
completeness and consistency of the processetegtravork, understanding over
the field of business, measures and organizationctste should be managed
carefully and communicated: this was clearly mastdd in the findings. The
significance of the strategy, its content, form &oe easily it can be communicated,
is of great importance. The illustrative exampletlus was Firm B’s “Triangle of
Success” compared to “Firm C Story” as a means tadtegyy launching and
communication. The whole package of strategy poegds to be carefully thought
out and all the elements have to support each .otk&rSchweiger et al. stated
(1993), strategy has an all-encompassing effecthenacquisition process, as the
final form of the merged company varies dependingtlee strategy driving the
M&A.

In the sense of the fundamental strategy dimensbig¢her&® andHow? (Brown &

Eisenhardt, 1998), it seems in general toHm? that ultimately counts in the
success of the M&A. The core lesson for how thatsgists do strategizing in the
context of M&A would be in the spirit of interviewdindings: that, in the end, the

vision or the strategy Where does the company want to go@¥) such is not that
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important compared to thelow? part, because there are many ways of doing
successful business. The distinctive factor is g¢hpability to follow through the
implementation of the post-acquisition integratiand to put that strategy into
practice. Without the capability to push the impégation through, the integration

won't happen.

5.2 Main regularities of case company M&A execution teom

Global and societal contextual drivers in effectinly the case company firm-
acquisitions of interest have been related to ti&AMvaves of characteristically
global nature, including intense acquisition atyivh the United States, Europe and

Asia.

The most important regularities concerning orgdaronal and strategic context are
the resemblance of the organizational structurdsrofs A and C, and Firms B and

D, respectively.

Firms A and C were structured as matrixes havisg atrategy process decision
making constructed in a top-down manner, whereasFiims B and D the
organization structure was function-like and thatsgy process included elements
from both top-down and bottom-up decision-makingctices. The difference
between B and D could be seen to lie in managemetdunching the synergy.
Although Firm D wants business to be carried owrribe customers and country-
organizations have lot of freedom in organizingirthecal operations, it aims at
synergy through common processes and models paotpréctice by a common
qguality system, which is fundamental in the orgatian. Thus, the top-down
dimension of strategy process in Firm D’s caseelatively powerful compared to
Firm B where it was restricted to desired financiambers and prevailing emphasis
between profitability and revenue. In contrastnFi€ was not that interested in
country organization -related matters, becausehimking was based on “one-size-

fits-all”, top-down management.

The resemblance between these two "firm-pairs" ccalso be observed in the

practical level of the strategy processes as gliat@meters represented the same
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division. Firms A and C had more vague strategi¢emse and no central choice
between different strategic meters had been madiér@ms B and D exploited three
fundamentally similar stable core strategic meters.

Firms B, C and D targeted principally new marketd austomers when selecting an
acquisition target. Firm A targeted more new prasgliiand skills compared to the
other firms. When assessing post-acquisition i@tggn factors, Firm D makes an
exception from others, having the strongest acguw@nagement in integration

implementation compared to others.

Table 3. Results of applying the contextual framew® of M&A execution to the

case company’s history of M&As

Global and societal

drivers

5th and 6th 6th M&A Hyper
6th M&A wave N
M&A waves wave competition
Organizational and
strategic context
Organization . ) ] )
Matrix Function Matrix Function

structure
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Strategy process

decision-making

Strategy process

characteristics

Number of

strategic measures

Stability of

strategic measures

Vision-directed  Holding

directed (later)  Finjand)

Top-down Top-down
Top-down Top-down
Bottom-up Bottom-up

Upperdevel anc Quality System-

holding based (Commorn
company like a processes)
Group level in

the beginning SIEIDERS ENE

(in the company like (before 2008): customers have
beginning) at Group ' possibility to
level; Triangle  After that influence the

Customership- of Syccess (ir “One-size-fits- Quality System
all’; (Strategy) on

yearly basis
Launching

method called Ownership of

"Firm C Story" Members

Varying
number of
Multiple; measures anc
2040 KPIs, number
of KPIs usually

10-12

Changing,
Changing Stable Stable
not a clear viev
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Multiple
Characteristics of Balance Simple,
key measures Scorecard - constant
based measure
Customer

satisfaction,
No central employee

The most imporant choice betweer satisfaction

measure
been made outcome
equally
important
The most
important of the Result Profitability
financial measures
M&A pre- and
post-deal execution
Niche-product - _
, Cultural Fit:
o guided and _
Motivational quality of
market-
factors for M&A people, work

extension M&A

and customer

strategy

85

measures had and business

Strict and
~ demanding target
Concentration )
_ _ value setting; e.g.
on financial _ _ )
Client satisfactior
factors

9.1 and Member
satisfaction 7.78

Capital turnove

(according to

external Customer

material), satisfaction,

interviewees employee

didn’t recogniz¢ satisfaction and

the most business outcome
important
measure
Not a clear Profitability and
view

Cross Revenue

Did not have
anything in

Seeking strong ,
Nordics and only

cultural fit with ' _
o minor business in
acquisition
Europe, has
"build and buy" -

growth strategy

targets
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Acquisition

targeting

Post-integration

management

Actors involved

Personnel in
Finland/Altogether

EBITA in Finland

Acting as an Acting as an

Acting as an _ ) Acting as an
_ acquirer acquirer _ ,
acquirer _ _ acquirer targeting
i targeting targeting o
targeting also o o principally new
principally  principally new
new products customers and
_ new customer customers anc
and skills markets

and markets markets

Synergy Synergy
Motives Motives Disciplined,

underlined in underlined in planned, acquirer-

plans-> Not  plans-> Not managed
actualized actualized
~2300 ~2500/10 00C ~32 000/40 00( ~30 000/ 69 00C
~3% ~12% ~6% ~14%
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6 Conclusion

In this chapter, the findings of the research aesgnted in light of the research
questions; the limitations of the research are disoussed. Finally, suggestions for

future research are introduced in this final chaptehe research.

6.1 Results

By examining the research questions below, thearekebuilds up a picture of the
case company’s contextual framework of firm-acdisies (Chapter 4: Findings).
First, the research shows the characteristicsefitms A, B, C and D and then the
similarities and major differences between the {aoguisition context-related
factors of the different firms, shedding light dretinfluential factors on those. The
key findings of the research are revealed by utidjzzhe analyzing framework of
“Context of M&A execution” (Figure 7) which repregs the main theoretical

viewpoints presented in Chapter 2: Theoretical &awork.

The results of the research include the most @bferorganizational structure and
strategy process in a particular case companys-dicquisition context from the

point of acquisition integration success. The mssalso include the significance of
the post-acquisition integration phase in the pgead acquisitions and the favorable
characteristics in those. The findings from emapiridata as well as from the
previous research underline the central signifieammf the post-acquisition

integration phase in comparison with other phasethé acquisition process. The
crucial importance of implementation power, discipl and communication were

especially highlighted.
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« What kind of strategy processes did the case coynframs have?

* How did the strategic measures express the pratdica of strategy
process of the case company firms?

* What were the pre-acquisition acquirer-side moibretl as well as
influential background market factors behind the A&

* What was the post-acquisition integration-stratidg?

6.2 Limitations of the Research

This research is done only in one empirical casempamy context. Thus, it is
strongly related to the time and place. It is afsthe nature of the research to get as

holistic as possible a picture over the phenomendine case company context.

6.3 Questions to be further researched

Once the fundamental global and societal drivegaoizational and structural, M&A
pre- and post-deal execution as well as actorsegbleontextual factors are assessed
and the points of similarities are shown, a degyatuation between the influential
factors should be made. Certain strategy proce$sted characteristics have at least
thus far turned out to be relatively successfutha context of the Finnish ICT-
acquisition business field. This phenomenon wowdnberesting to research in more
detail. The relatively successful strategy proaasaracteristics including function-
structured organization, strategy processes inotuéiements from both top-down
and bottom-up management as well as practicingegitameters focusing on three
basic elements economic result, employee satisfacind customer satisfaction

should be studied with various methods and widéx daurces.

The contextual framework of M&As executed in theseaompany should also be
complemented by adding more actors involved inattgpiisitions, assessing not only

the roles of the particular acquirers and acqoisittargets but also rivals and
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potential acquirers etc. In addition, pre- and jtest| factors like communication,
cultural and emotional side should be examined anentletail. The focus points and
thematic questions chosen within this study weoked in order to reveal the most
important M&A execution context characteristics gfie for each of the case

company firm-acquisitions, not to encompass the&eagtof the wide phenomenon.
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APPENDICES

Appendix 1: Interview questions

1. Strategy processes

o How would you describe the strategy processesaf eampany?
e Firm A
* Firm B
* Firm C
* Firm D
o What kind of influence on strategy work have FirmFxm B, Firm
C and Firm D Finnish Country Corporation had?
o How have the Firm A, Firm B, Firm C and Firm D ongzation
structures affected this?

2. Pre-acquisition phase — effective factors in eaof the historical

market situations

o Which do you consider to be the central strategitivas for each of
the acquisitions — how has the acquisition targenlseen as part of

the acquirer’s strategy?

3. Post-acquisition phase — integration process

o How would you describe the integration strategy id
implementation within the
* Firm B and Firm A,
* Firm C and Firm B and

* Firm D and Firm C cases?
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4. Measures — how strategy processes appeared iraptice

o What kind of key measures have been used in tleectaspany
(within Firm A, Firm B, Firm C and Firm D context)?
o What kind of influence have the measures had @ategty work and

management (budgeting, reward systems etc.)?

5. Learning

o What do you consider to be the major challengékerintegration
processes?

o What do you consider to be the most important ssctactors in

integrations, according to your experience?
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Appendix 2: Interview citations before translation

Page N.o.| Citations

p. 47 "Me navigoimme eli haastoimme toisiamme matisiorganisaatiossa. Se
oli taas esimerkki siitd, ettd matriisiorganisaatia eivat toimi.”

p. 47 "Muokattiin organisaatiota sen mukaan, mika #ten tuki sita
strategiaa, mutta edelleen se tavallaan se strategi toteuttaminen se
ontui, ja eihan me kuitenkaan saatu sitéa kannattavutta ja tavallaan
tunnuslukuja sille tasolle, mita edellytettiin”

p. 48 “ Ja huimat kasvutavoitteet ja jollakin tapaa se aptus oli mun mielesta
se, etta kun luodaan riittavan voimakas visio, niirse ohjaa kaikkea
muuta.”

p. 50 "se oli niinku aika sekasin tavallaan se ajattelutpa, et mika on
tuotebisnesta ja mika on tammaosta toisentyyppisté&un ne on
kuitenkin ansaintalogiikaltaan aika erilaisia”

p.52 "Se oli varmaan tammonen, naissa monta kertaa tuntu olevan, etta
naissa kuvitellaan, ettd olis hyvin rationaalistamutta tédssa vaikuttaa
tammoset ihan tammaoset niinku henkilokemiat ja satima”

p. 55 “....iIhmiset kananlihalle, mik& on ehk& noiss asioissa (=integraatioissa
se iso asia. Et se sai sen aikaseks, et han sairseitosvalmiuden...”

p. 59 "Mun mielesta voimakkaana asiana oli sit tdd FirmaB:n Suomen
toimitusjohtaja, elikka jos ajatellaan niinkun mull e jai tavallaan itse se
vieraammaksi se Firma B:n konsernistrategia”

p.59 "Korostuu viestinta ja ymmarrettavyys ihmisbusineksessa. Taa
koneisto on ihmisia. Nain.”

p.60 “Ei ollu niinku mitddn semmosta ohjausta, joka olishakenu

voimakasta synergiaa esimerkiks kansainvalisyydestda mydskin
maan sisalla niin tiukka tulosohjaus, joka meni sime matalalle tasolle,
niin se ei valttdmatta parhaalla mahdollisella tavéa edista yhteistyota
ja yhteista tekemista. Saattaa olla, ettd tulee &ksi tallaista yksikoiden
valista jopa kilpailua.”
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p. 61

"He keras ik&an kuin best practices seka strategiaaetté integraatioon
liittyen. Min&kin sinisilmaisena kirjoittelin, olin nahnyt Firma B:n
valon ja uskoin niihin malleihin, koska tiesin, et ne toimivat
verrattuna Firma A:han.”

p.62

“Globalisaatio iski enenevassa maarin suomalaisiigrityksiin, meidan
asiakkaisiin, ja kylla niinku Firma B:lle oli eritt ain hyva etta Firma C
osti Firma B:n 2006, koska tota 2007-2008 alkaen piyttiin alkaa
lahestyy sellasii asiakkuuksia, jotka toimi, niinkukansainvalisia
yrityksia ja muita, jotka toimi mydskin Pohjoismait ten ulkopuolella.”

p. 63

“Firma C oli siind mielessa esimerkiksi talle liitdtavalle yritykselle
hyva, ettd Firma C:lla ei ollut Pohjoismaissa mitaa eli ei ollut
paallekkaista, eika tullut valtavaa niinku turbulenssia ja showta siita,
ettd Firma B:n henkilditten kannalta Firma C oli varmaan niinku
paras ostajakandidaatti ja osu siina mielessa hyvisiihen, etté tausta
kuitenkin ainakin joltain osin oli samantyyppinen”

p. 64

"Haastavinta integraatiossa on toimeenpano, viestié ja kuri.
Viestinndn ymmarrettavyys: asiantuntijaorganisaaticssa porukka on
kokolailla fiksua ja ne haluaa ymmartaa, miksi jotan asiaa tehdaan ja
sen takia niin viestin on oltava selkea.”

p. 65

"Ma en tieda oliko sitd integraatiota edes. &integraatio oli enemman
sellanen, etta me itte itse asiassa tehtiin sitategraatiota.”

p. 66

“Ei integraatiota tapahtunut, koska se sallittiin — se, etta Firma C ei
ollut riittavan vahva ajamaan lapi yhdenmukaistettuja toimintoja”

p. 69

"Jos on olemassa businessmalli tiedossa, niin séagraatio on
mahdollista. Jos et tieda, mika on se businessmaljohon integraoidaan
uusia ostoja, niin se on ihan mahdottoman vaikea &g koska silloin sa
integroit johonkin, mita ei oo vield olemassa, eiksiin.”

p. 69

"Ei se mun mielesta se visio 0o yhtdan sen kirkkaapn kuin monella
muullakaan yrityksella tai missio. Mun mielesta neon aika
vaikeeselkosia, jos rehellisia ollaan. Mutta ettaesetta miten se
toimeenpannaan. Se on niinku se ydin tassa.”

100




Contextual Framework of Firm-Acquisitions: Caseditin Finnish ICT-Field

p. 71

"Pidetaan huoli siitd, ettd on niinku vauhti paallaja sitten
kommunikoidaan, seurataan, ratkaistaan. Jos jotairhommaa ei oo
saatu kuntoon, niin selvitetdan, miksei se oo kunrssa. Sit se
ratkaistaan. Sen sijaan etta joissain kulttuureisshan, jossei homma 0o
kunnossa niin raportoidaan, etta se on kunnossa. Hulr'ransparency”

p. 72

"Kuin sumussa ajaisi autolla, sa ndat vaan vahan nikaa eteen pain, s
naat 60 paivaa eteen pain. Sa et tieda, mita sitteapahtuu, mutta kylla
ne kertoo sitten vahan ajan paasta.”

p. 73

" Joskus se tuntuu, niinku meista tuntuu talla hetlella, et jotkut asiat
on niinku ihan alyttémia, et mennéan tassa huonompan, mut tas on
ehka periaatteena, et niista ei keskustella. Ne vaaiinku toteutetaan
ja piste. Se on niinku kuitenkin se tarkeempi puolsiina. .. Ne vaan
toteutetaan ja silla hyva.”

p. 73

"Maailmassa on olemassa monta totuutta — on olemassnonta tapaa
tehda businesta ihan onnistuneesti — mutta jos eokykya ajaa sita
yhta totuutta lapi, niin sita integraatiota ei tapahdu.”

p.75

"Omistajuus yhtena tarkedna asiana, etta pyritdan aamaan koko
henkilostd jollakin tavalla osalliseksi ja omistajksi yrityksessa ja siten
kokemaan se taloudellinen viesti ja siten se on matyksellisempaa.”

p. 76

"Menestystekijat tulee siitd kun on menestyva kongai ja sen
maaratietoinen noudattaminen. Ja tietysti maayhtiornakokulmasta,
onhan se loistojuttu, ettd on ylin johto, joka on knnostunut tasta
busineksesta ja ymmartaa tata businesta ja sit seénteinen
mittausmalli: KPIt ymmarrettavia, busineksen fundamentaalit
ymmarrettavia. Ollaan ikdan kuin kaikki samaa mieltd, etta jos firma
mukana. Mutta sit ettd firma ei voi olla kannattava ja kasvaa, ellei sil
00 hyvat asiakkaat ja hyvat asiakassuhteet, et laatkunnossa, joka
tarkottaa et sil on prosessit kunnossa ja et sil oporukka kunnossa ja
sen porukan fiilistd kans pyritadn mittaamaan. Ja bimitaan niitten
arvojen mukaisesti.”

101



