
IMPACT OF MERGER AND ACQUISITION ON

Jun 25, A corporate merger or acquisition can have a profound effect on a company's growth prospects and long-term
outlook. But while an acquisition.

Few individuals and departments are willing to make firm decisions, so work stalls. While some people
become numb, others panicâ€”or vacilate back and forth between the two extremes. Some managers gain sway
and authority, while others lose it. The larger the potential target, the bigger the risk to the acquirer. Negative
emotions during this period run the gamut, including anger, fear, worry, and sorrow. This is due to the way
arbitrage typically works; the larger company will sell at a higher multiple of earnings before interest, tax,
depreciation, and amortization EBITDA simply because of its scale economies. Impact on Competition
Mergers and acquisitions have different impact as far as market competitions are concerned. While everyone
will find this period challenging, the uncertainty has a decidedly negative effect on employees who are not
well-adapted to such a work environment. They are as follows: Communication Tangles During a merger
situation, the information flow between departments and business units is one of the first things to suffer.
While there are many human issues that all organizations deal with during these times, the best approach for
employees is to prepare. Even if you thought things were running just fine before, the new leaders may see
room for improvement and want to implement new systems. New Organizational Problems As they are a
natural consequence of mergers and acquisitions, management cannot prevent the three psychological
shockwaves. Even when management is dragging their feet on important decisions and companywide
communication has slowed, resolve to continue working hard. Your department or job function may be
altered. People mince their words and refuse to make definite statements. Stage 3: Resolution At this point,
employees have accepted the reality of their new situation and can begin taking meaningful action toward
becoming productive employees again. On the other hand, the shareholders of the acquiring company suffer
some losses after the acquisition due to the acquisition premium and augmented debt load. They refuse to stick
it out through the merger when it might have been in their best interest to stay on board during the transition.
Perhaps the move you disagree with was actually the lesser of two potential evils, and management simply
chose the best option. During the grieving and mourning period, Pritchett identifies three distinct stages that
leaders should anticipate their employees going through: Stage 1: Shock and Numbness When news of the
merger comes down, many employees are stunned. This is the perfect time to stretch yourself professionally
and set some new career goals. Compare Investment Accounts. But few corporate gambles have paid off as
spectacularly as this one did. The last thing you want to do is add more stress to your professional life by
taking on too much additional responsibility too soon. Infighting can see a dramatic rise, with projects being
abandoned or sabotaged due to people losing their former power and influence. Or perhaps investors believe
that the acquirer is taking on too much debt to finance the acquisition. The impact of mergers and acquisitions
also depend on the structure of the deal. A workplace merger is no different, as this can be felt as a significant
change or loss. To pre-empt competition. No one is to blame, although mourning employees will often view
managers and executives as convenient targets. Perhaps market participants think that the price tag for the
purchase is too steep. Organizations must brace themselves for the onslaught and do their best to maintain
their organizational cohesiveness. These people can cause real damage and must be dealt with accordingly.
Will you view the merger as a career setback, or a prime opportunity to grow professionally? Recognize that
change will most certainly happen and that several different scenarios could occur. Feeling that they cannot
rely on the company, they start acting in ways that serve their best interest. Emotions are raw and at full throat,
which can lead to irrational decision making. This is to be expected, especially if your professional
identityâ€”not to mention your paycheckâ€”is threatened. Probably the most unpalatable thing about mergers
for employees is that they involve considerable change. Still, some people will display anger and lash out at
the most safe and convenient target. This wastes many hours of productivity.


