Brand Integration Practices in Mergers and Acquisitions

Dr Dũng Anh Vũ
Faculty of International Economics

College of Economics

Vietnam National University, Hanoi

Email: vudung@vnu.edu.vn
Associate Professor Dr Nhạ Xuân Phùng

Faculty of International Economics

College of Economics

Vietnam National University, Hanoi

Email: nhapx@vnu.edu.vn

Brand Integration Practices in Mergers and Acquisitions
Abstract
Purpose – This paper aims to capture and systematise practices which have been proven good skills, tactics, methods, and techniques at effectively and efficiently delivering particular outcomes behind the integration of brands in various mergers and acquisitions (M&As). These practices can be shared and learned to improve the success of brand integration in future M&As.
Design/methodology/approach – The paper adopts the case-study method by interviewing companies which have been involved in M&As.
Findings – Twenty practices are identified and defined from ten M&A events within six case companies (those are multinational corporations – MNCs). 
Practical implications – The paper provides managers insights into good (or winning) practices that MNCs from various industries have adopted in integrating brands in their M&As by addressing a number of specific issues and corresponding solutions. 
Originality/value – The twenty practices for the integration of brands in M&As are classified into eight major clusters according to the dimensions of brand and brand management these practices are related to – brand strategic positioning, brand people, brand knowledge transfer, brand integration planning, brand integration implementation, brand disposal expertise, brand disposal negotiation, and brand due diligence. These clusters allow M&A and integration managers to accumulate their own brand integration practices from time to time systematically. These also help facilitate the adoption of learning approach by firms to their later M&As.
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1. Research Background

Although mergers and acquisitions (M&As) have been becoming a dominant mode for pursuing corporate growth and value creation, the majority of M&As do not result in an increase in shareholder value (Brewis, 2000; Habeck et al., 2000; A.T. Kearney, 1998; KPMG, 1999; PR Newswire, 1999; BusinessWeek, 2002). A number of researchers constantly indicate that more than 80% of corporate combinations do not achieve their desired financial or strategic objectives (Davidson, 1991; Elsass and Veiga, 1994; Lubatkin, 1983; Carleton, 1997). While post-M&A integration is claimed to be vital for success (Child et al., 2001; A.T. Kearney, 1988; Haspeslagh and Jemison, 1991; Simpson, 2000; Appelbaum et al., 2000), research in this area has been rather limited (Shimizu et al., 2004). 

In a great number of M&As the role of brands is central to a firm’s growth and value creation (Vu et al., 2009). Brands are not only major objectives in their own right in M&As but also the starting point for solving problems of overlapping resources in order to realise synergy (ibid). According to Vester (2002), ‘despite the evidence that most acquisitions fail to add value to the acquirer, an acquisition can be successful by following a disciplined integration program based upon best practices’. The good practices of organisations who have been involved in M&As can provide useful knowledge about integration skills, tactics, methods and techniques which can help other companies to improve their own chances of successful future brand integration when involved in a M&A. The following example demonstrates the crucial role of the brand integration practices to the success of M&As.

The merger between Guinness plc and Grand Metropolitan plc

This merger, announced in December 1997, formed Diageo plc - the world’s largest producer of alcoholic drinks. In our interview a senior executive of Diageo revealed that the compelling proposition was an astonishing brand portfolio created when the two companies merged.

The integration was about growth. Every brand strategy Diageo employed in integrating the two spirits portfolios aimed to deliver this growth. One of the big issues that challenged the success of brand integration and the building of a world-class brand position was that initially both Guinness and Grand Met had their own brand building and marketing processes which were quite different to each other. Therefore, the newly formed Diageo organisation had no commonality and consistency of approach, with different sets of brand building and marketing processes underpinning individual brands.
To solve this problem Diageo developed ‘Diageo’s Way of Brand Building’ (DWBB), a tool which pulled together the best marketing and brand building management practices of the two firms. Mr Rob Malcolm, Diageo's President of Global Marketing, Sales and Innovation, highlighted the importance of developing this common approach (DWBB), as well as its costs and payback: ‘We estimate the corporate commitment to DWBB in investment terms over the past four years to be in the order of £35m. That includes the cost of the days invested as well as all the programme and training costs. That is a very big commitment, but once we feel that has an almost immediate payback. As a percentage of the total investment in marketing, advertising and promotion, that number is actually less than one half of 1% of that asset. If we increase the efficiency of efficacy of our marketing programme by only 5% per year, the payback is virtually instantaneous’ (The Coverdale Organisation Ltd).
In this example Diageo employed its own method (i.e. DWBB) to ensure the success of the brand integration in the post-merger. That was needed to overcome difficulties and challenges posed by brand integration. Capturing these should provide a valuable resource of ‘good practices’ to support and facilitate successful brand integration in future M&As.

2. Good Practices vs. Best Practices

The term ‘best practices’ is usually taken to mean the simplest available method that delivers the quickest and most desirable result (Taylor, 1911) or the one-and-only best way (Kanigel, 1997). Industry Week, a publication targeted at manufacturers, sees ‘best practices’ as the stories from America’s and Europe’s best plants that can be shared and learned to improve competitiveness and productivity (Panchak, 2000). Therefore, the term ‘best practices’ is normally understood narrower than (or as a part of) the term ‘good practices’.

In this paper good practices are defined as good skills, tactics, methods, and techniques (which are effective and efficient at delivering particular outcomes) behind the integration of brands in various M&As (such as the ‘DWBB’ method mentioned in the exploratory case above).

3. Clarification on the Term ‘Brand’

By far and away the most commonly quoted definition of a brand is that given by AMA (1960) which states that a brand is a ‘name, term, sign, symbol, or design, or a combination of them intended to identify the goods and services of one seller or group of sellers and to differentiate them from those of competition’. For nearly twenty years this definition remained unchallenged and is still in wide currency even today (e.g. see Kotler and Armstrong, 2008). However, by the late 1970s a number of authors had begun to suggest that a brand included not just the identifying marks created by a brand owner but also the perceptions of these marks by consumers (King, 1970; Cooper, 1979). de Chernatony and McDonald (1992) were able to show that there were at least twelve different brand definitions in use at that time, each one assigning a different role and function to the brand. The issue was further complicated when de Chernatony and Dall’Olmo Riley (1998) showed that even Brand Experts did not share a common brand definition, although most did at least recognise some common elements within their various definitions.
For the sake of this research study a commonsense and pragmatic approach has been adopted to this issue. As the respondents in the various case studies talked about brands it became clear that they also did not share a common definition. However, all did seem to agree that:

· A brand was a complex entity

· It was a mixture of both brand owner and brand user elements

· It contained both functional (= rational) and emotional components.

They did not, though, agree on the relative importance of these latter two components. For example, Diageo and SABMiller both placed greater emphasis upon the emotional aspects of their brands. Sealed Air Cryovac (technical business), on the other hand, tended to see the functional elements as the more important ones. It seemed that the greater the complexity of the technology utilised by a company in creating its products, the greater the probability that it would emphasize the functional components of its brands.

The authors have, therefore, allowed each case study company to define ‘brand’ in its own terms, the primary source of inter-company variation being the degree to which they place greater or less weight on the emotional aspects.

4. Literature Review on M&A and Integration Practices
The existing literature has identified a number of practices during the M&A process and each phase of it (Table 1). These practices help to avoid pitfalls, overcome challenges and enhance the success rate for future M&As and integration phase.
“Take in Table (No.1)”
Fundamentally, these practices can be grouped in some common ones such as leadership; communication; motivating and retaining key people; building commitment and trust; forming a joint team from the two parties; conveying respect for employees of the acquired company; managing acculturation; sharing goals, vision and norms; carefully planning; speed; measuring and tracking. However, most of these are more related to human and cultural aspects of M&As and M&A integration phase and valuable in helping employees manage M&A-related stress, crisis of combination, and culture clash and post-merger culture building. They are also quite generic and apply mostly to the overall implementation of M&As and, therefore, not specifically to the integration of brands in M&As. 
Although some research addressed the focus on continuously serving customers to boost sales and services (Galpin and Herndon, 2000; Nguyen and Kleiner, 2003; de Camara and Renjen, 2004; Papadakis, 2007) which are related to product and brand, these practices are neither enough nor systematic for the integration of brands in post-M&As. For instance, the practice identified in the exploratory case (i.e. DWBB) has not been mentioned.
5. Research Aims and Method

This research aims to capture and systematise practices which have been proven good skills, tactics, methods, and techniques at effectively and efficiently delivering particular outcomes behind the integration of brands in various M&As. These will help firms to benchmark and learn in order to improve the success of brand integration in future M&As.

Case-study method (Yin, 1994) was used to capture these insights (i.e. good practices) because these could not be done through quantitative method. Top-level executives, M&A managers, functional managers and members of M&A projects who were involved in ten M&A events within six case MNCs were interviewed (Table 2). These case firms were selected because brands were the focus of their integration in the post-M&As. The size of these M&As also varied – small, medium, large, and mega in order to allow generalisability of the findings.
“Take in Table (No.2)”
6. Research Findings

According to Vu et al. (2009) firms may not only combine but also divest themselves of some of the merging brands in the post M&A integration process (especially in horizontal M&As that take place when two companies in the same industry with competing products and brands combine – Stacey (1966)). Twenty good practices – as the findings of this research – fit into these two directions and, therefore, are divided into two distinct groups – the combination of merging brands and the divestment of merging brands.

6.1 Practices Related to the Combination of Merging Brands

Each brand has its own identity and value and serves a set of customer groups. Integration of brands should be in line with the post-M&A organisation’s strategic direction for the brands. At the same time it should give the merging brands the best opportunities for growth. 

6.1.1 Always identifying strategic position for the merging brands

When combining the merging brands one of the most important decisions the post-M&A organisation should make is resources allocation for each brand in the newly combined portfolio. Furthermore, the post-M&A organisation needs to create an effective management and communication system for each of those brands. Therefore, identifying strategic position for each of the merging brands is crucial. This involves decisions about the strategic direction for each brand in local and international markets in the integration process.

In Cases 1a and 1b the post-merger Diageo classified its merging brands into 3 classes within each category: global priority brands with global market and global positioning (e.g. ‘Johnnie Walker’, ‘J&B’), local priority brand market units which are very strong in a particular country in terms of consumer preference, high sales and profitability (e.g. ‘Windsor’ in Korea and ‘Buchanan’s’ in Mexico), and category brands which target niche segments with growth prospects and profitability in several countries (e.g. ‘Haig’ in Greece and India and ‘Black & White’ in a few countries). This categorisation is very useful for Diageo in building a portfolio that covers most of the consumer needs in terms of price point, consumer occasions, and motivations. It also helps Diageo allocate the resources and manage around the competitors efficiently and effectively.

In Case 2 the post-merger GSK prioritised their resources and efforts according to three levels of healthcare brand classification – global brand (marketed in multiple markets), lead market brands (marketed in a few markets), and enterprise brands (valuable local brands). This classification enabled GSK to enhance the growth for each brand and achieve the best performance through effective coordination among R&D, marketing and commercial operating functions.

In Cases 5a and 5b SABMiller named and built ‘Pilsner Urquell’, ‘Pernori Nastro Azzurro’, and ‘Miller Draught Genuine’ as its international premium brands after acquiring them from local breweries in the Czech, Italian and US markets respectively. This helped maximise the growth of these brands in international markets.

6.1.2 Balancing between consistency and flexibility in applying the strategic model for merging brands in each market

The post-M&A organisation needs to leverage effective and efficient management of merging brands, particularly those that have an international position. The management and building of each brand in the combined portfolio needs to be consistent around the world and needs to match its identified role. The resulting identity and value of a brand should be the same everywhere. 

Identifying the strategic position for each brand in the combined portfolio only provides managers with a general guide to the consistent management of each brand. Since consumer behaviour may vary from market to market, no single model is applicable to every market and the implementation of the brand strategic model should, therefore, be flexible.

In Cases 1a and 1b Diageo applied its strategic brand positioning model globally but allowed some flexibility on a country by country basis. Diageo did not in fact apply the global priority brands model to each country because of the wide variation in brand standings across these markets. For instance, ‘Johnnie Walker’ is a brand leader in many large markets around the world but not in the UK (where the brand was withdrawn in 70s/80s because of internal European competition and pricing problems). Therefore, ‘Johnnie Walker’ is low priority for the UK whereas the ‘Bell’s’ brand is a big player. The global positioning and size of the brand would drive decisions about ‘Johnnie Walker’ but local strategies would drive decisions about Bell’s or other local priority brands that are only strong in a few local markets such as Spain, Portugal, France, Korea, or Mexico. Focusing on ‘Johnnie Walker’ in the UK would produce little sales growth for Diageo as a whole.

In Cases 5a and 5b, SABMiller has a so-called ‘brand mutual perspective’ when acquiring a local brewery; which means they tend not to impose their international brands on local managers, believing instead that the local acquired portfolio should provide the major contribution to the value creation in the acquired business. Hence SABMiller gives the local team the opportunity to build and develop the local brand portfolio first before bringing in their international brands. As an example, when entering the premium segment gap in the Latin American market, SABMiller’s local management team decided to use ‘Club Colombia’, an existing brand of GEB, as their premium brand. However, for some other local markets such as the US and some European countries, SABMiller deployed its two international brands ‘Pilsner Urquell’ and ‘Pernori’ in the premium position. SABMiller recognises that insisting on building the international brands would be counterproductive in some markets.

6.1.3 Organising human resources in integrating and managing the brands

Effective organisation of human resources for brand management enhances the effectiveness of the implementation of the strategic model for merging brands.

After acquiring Jaguar, Ford formed a group called PAG (Premier Automotive Group) which is in charge of its premium brands. When Ford acquired a new premium brand (such as Land Rover or Volvo) later, this team was responsible for managing and integrating the brands (Cases 3a, 3b and 3c).
In Cases 1a and 1b, in order to facilitate brand management and streamline the assignment of the integration task Diageo split its global teams into:

· a Release Group in America, that was put in charge of the brands in the ‘release’ area of the consumer need segmentation (people go out for party): e.g. ‘Smirnoff’ (Vodka) and ‘Cuervo’ (Tequila).

· a Guinness Group in Dublin, that was in charge of Guinness beer.
· a Whisky, Gin and Reserve Brand (WGRB) Group based in Amsterdam in the Netherlands: these are all based on ‘status’ (drinking to show status) and ‘discernment’ (drinking 'the best brand', the brand as an element of 'good living') categories and include ‘Johnnie Walker’, ‘J&B’, and ‘Tanqueray’.
· a Baileys Group which was responsible for the ‘contentment’ core consumer need (people drink to relax). 

When acquiring a new brand Diageo immediately knows which team is in charge of integrating and managing that brand and how the new brand should be positioned in comparison with other brands. For example, when ‘Captain Morgan’ brand was acquired, Diageo positioned it in the ‘release’ core consumer need. Therefore, ‘Captain Morgan’ was put under the management of the Release Group. Generally speaking the global brand teams take care of the global priority brands while local teams are in charge of the local priority brand units. The global brand teams are in charge of global marketing and innovation and concerned with the growth and development of the global brands.

6.1.4 Being equal and treating people with respect and fair financial benefits in implementing brand integration

Many M&As are at the corporate level. Once a deal gets announced to the market what typically happens next is related to 'people' issues. In many M&As the idea is to get 'the right people' and they will figure it out what to do with the business. In other M&As laying off people is inevitable. ‘How to integrate people?’ is perhaps the most common question that managers usually have to deal with. One common response from the managers in the case studies is that human resources embedded within particular cultures are difficult to integrate. In a regard to brand integration three important rules drawn from the case studies are: select the best brand people equally from both sides; Integrate people quickly and with sensitivity; Treat people with respect and ensure financial benefits are fair.

 The post-M&A organisation should select the best people equally from both sides without trying to impose one culture on the other. The focus is on what talent the firm wants to keep. Both Diageo and GSK prioritised human integration as the first thing to do because appointed people decided the integration plan. 

In Case 1a the first thing Diageo did was senior management appointment: ‘We started with an executive committee where around 12 people were appointed from the previous total of about 20 in the combined Guinness’ UD and Grand Met’s IDV spirits businesses’ (a Vice President of Diageo); or ‘I was marketing director at the IDV of Grand Met. Both I and the marketing director at the UD of Guinness were considered equally for the job. Our goal was to keep the best people, not to impose one culture on another’ (The Global Innovation Director at Diageo). Once Diageo had the executive committee in place, they were able to interview managers in charge of each country and make appointments.

Similarly, people integration was the first thing GSK did (Case 2). The deal was an equal merger with the best of both combined. An executive board of 16 people was appointed from the 25 in the combined boards of the two firms. The number of members of each side was equal. GSK also formed an integration planning committee drawn equally from the top management boards of both GW and SB. 

Treating people with respect involves not only fair financial benefits but also communicating with them. People need to know in advance what is going to happen (to them and to the company) and if and when the firm is going to lay them off. This kind of information also helps to stabilise the best people the firm really wants to keep. The post-M&A organisation should make sure that everybody is informed as soon as possible about expected changes. According to the Global Innovation Director (Case 1a), if Diageo is going to make a decision that is related to human resources in the next few months, Diageo lets people know immediately because it is very important for people to be kept informed. Another good practice Diageo adopted in regard of treating people with respect is to have the person who is not appointed helping the person who is appointed for the integration. 

In the pharmaceutical industry GSK also seemed to employ similar practices together with appropriate financial benefit and communication (Case 2). The integration planning committee was made of both appointed and ‘retired’ people: e.g. Sir Richard Sykes of Glaxo Wellcome, who agreed to step down as the CEO to clear the way for the merger was the co-chair in the integration planning committee. Several other ex-members of the executive boards of GW and SB were also a part of the integration planning committee.

6.1.5 Providing training to brand people where necessary

Brands are managed by people. Firms very often acquire not only a brand but also its marketing and brand people. Different firms have different ways of brand building and use different brand ‘languages’ (or terminologies). Getting people to speak a similar marketing or brand ‘language’ and to do brand building in a common way is a very important part of brand integration. Training can be a useful tool to achieve this.

Diageo (Case 1b) owns ‘Diageo’s way of brand building’ (DWBB), a complete way of doing marketing which consists of tools, processes and practices for brand building. When Diageo buys a brand with associated marketing and brand people, they are immediately sent on the DWBB training course which is a two-week training programme to get people to understand and speak in DWBB. Diageo insists on all marketing and brand staff using the same language and the same techniques around the world.

In Cases 3a, 3b, and 3c people at Ford, Jaguar, Land Rover and Volvo designed cars in different ways. Ford’s resources had evolved independently over time and the result was Ford could not build, for example, a Land Rover in a Volvo factory because they work in different ways. Apart from integrating all the tools and processes together Ford has been trying to train people in order to get them to work on common or sequential process structures and tools (e.g. the same product architecture) for new product development and other aspects of manufacturing. Up until 2008 aspects of the way Ford has designed cars may vary significantly between one car family-type and another, and between one brand and another.
6.1.6 Empowering brand people by assigning tasks to them

M&As especially the horizontal ones usually result in the acquiring firms gaining additional resources and capabilities such as new technologies, new processes, and the supporting systems under new brands. However, people are key to realising the potential of these capabilities and expertise. Therefore, managing people is critical, particularly leadership skills and the ability to motivate people towards achieving common goals. Empowering people can help to enhance leadership. The benefit of empowerment in brand integration is not only to give authorisation to people but also to make people more confident about their expertise and thus enhance their contribution to the organisation.

Ford’s growth by M&As gained them a number of product development centres (or so-called ‘centre of excellence’ CoEs) but none of them took on a central role (Cases 3a, 3b, 3c). Consequently, product and engineering design was different from one centre to another although they might have been working on the same type of car. However, Ford could not shut down some of its CoEs, retaining only one or two major ones, because people would go, losing  Ford the strengths, capabilities, expertise and uniqueness of each brand. 

Ford retained different CoEs but employed a virtual-centralised approach for product development by assigning different technology areas to different brands. Each centre would take a lead in their own area of strength: Volvo for safety and premium; Ford Europe for efficiency, good powertrain, and good driving dynamics; Jaguar for premium, emotional experience, driving dynamics; and Land Rover for off-road or 4-wheel drive capability. These solutions would be shared among the different CoEs. One of the benefits of this was that different brands ‘felt’ that they were particularly important in a particular area and their leadership roles would get more integrated because each brand shared their expertise across other brands. Therefore, empowering people helped the integration process at Ford, particularly the integration of technology.
6.1.7 Learning from the acquired brands

In parallel with the selection of the best people from both acquirer and acquiree, it is very important for the post-M&A organisation not to assume that its existing knowledge about the brand management, market and customers is adequate for the brand integration process. The firm may need to consider further, new, consumer research and other ways to determine the best opportunities for the newly acquired brands; moreover, the firm needs to study and make use of the brand and market knowledge possessed by the acquired firm.

In Case 1b, Diageo tried to not assume that they had better knowledge of the Seagram brands simply because they were bigger and were the acquiring firm. When integrating the ‘Captain Morgan’ brand, Diageo revisited its consumer research on the brand to establish the best need segment for the brand. In addition they called upon the heritage and knowledge of ‘Captain Morgan’ as critical input when establishing the current brand identity in the consumers’ mind. 

In Case 1a the senior executive at Diageo revealed that brand strategy had been much more a centrally managed activity in the IDV division (Grand Met) than it had been in the UD division (Guinness). Diageo ended up with a central governance on brand positioning and advertising, but with most of the marketplace authority and capability given to local market and regional teams.

6.1.8 Codifying the brand management and integration practices and transferring them through different ways in the integration

M&As are frequently involve international issues (Child et al., 2001). Moreover, the M&A process can be viewed as a learning process (Very and Schweiger, 2001). When a firm has been involved in one M&A, they can use the learned knowledge and practices to promote successful integration in later ones. In addition there is always a transfer of brand management or integration knowledge, skills and best practices between the firm and its acquired business. Codifying such knowledge and making it available it in various ways should enhance the success of brand integration (like Diageo in the exploratory case). Sometimes, transferring or introducing codified knowledge and practices can be more effective than training in assisting integration. 
SABMiller (Cases 5a and 5b) used to be a small local brewery in South Africa back in the 1980s and 1990s. At that time SAB split the country into five regions with a local managing director (MD) in each region. The local MD’s responsibilities were to run the brewery, to manage the distribution system, and control the sales force (marketing and finance was centrally managed in Johannesburg). When SABMiller started to acquire overseas breweries, it sent these MDs to run the acquired businesses (e.g. the acquired brewery in Hungary). The organisational capability which had been generated internally was exported with the transfer of managers to the businesses it took over. 

However, it is not suitable for SABMiller to continue this approach because the company becomes too big now (by acquiring many breweries around the world). Moreover, the transfer of skills, knowledge, methods and technologies around the group to enhance growth and efficiency becomes more frequent for SABMiller. SABMiller, therefore, codifies its best practices and transfers these in a variety of different ways. The codification is called ‘the SABMiller’s Way’ and it covers practices in marketing, brand building, and other functional areas. In each functional area it describes how a particular function performs its role and it seeks to achieve standardisation of best practices worldwide. SABMiller seemed to think that integration is not so much about training, development and long-term in thinking but more about meeting aims quickly – their processes aim to drive behaviour to match issues identified in their integration plan. Therefore, SABMiller tends to introduce and use its codified best practice (SABMiller’s Ways) for integration in the short-term instead of longer term training.
6.1.9 Being informal sometimes when planning brand integration

Very often a firm acquires a much smaller local firm and puts the acquired brands into its existing portfolio. Because the size of the acquisition is rather small and the acquisition is less strategically important, getting the top senior management involved will not have a great impact on integration. In this situation having an informal integration process may be more effective. For instance, when Diageo acquired Seagram (Case 1b) they did not have to evaluate the entire brand portfolio again. Although the overall integration approach was formal, in areas such as product and brand innovation, it was a very informal process. Innovation people sat down with a few other functional teams, looked at the work, and figured it out which aspects they would carry forward and what people Diageo needed to do that work. That was quicker and more efficient than following a formal process of implementation.
6.1.10 Well-planned

Any integration decision involves a number of activities, communication across the whole network of a firm, and raises risk management issues. Planning is, therefore, critical.

Planning enhanced the chance of success of the integration process in Cases 5a, 5b and 6. SAB (Cases 5a and 5b) used planning tools to validate whether they could add any value to the acquired businesses of Miller and GEB. Similarly, CS (Case 6) planned for the acquisition of Adams almost one year before Adams business was actually put up for sale by Pfizer Inc. Planning also helped CS to implement successfully the integration of Adams brands and operations and deliver synergy benefits quickly (within two years of the deal being completed). For Diageo (Case 1b) careful pre-planning was a key factor in the success of the integration of Seagram brands, not least because it made it possible to reduce the risk associated with the process even if this cost time. 

6.1.11 Developing a brand integration plan and evaluation methodology driven by the firm’s own practice

The development of a brand integration plan can be marketing, manufacturing or technology-led depending on what industry the firm is in and the motives for the deal. In the beer industry SABMiller developed its integration plan, which was actually marketing and brand-led, and its evaluation using a cash flow methodology (Cases 5a and 5b). 

6.1.12 Controlling, explaining and being ‘brutal’ in implementing changes

Human nature resists change (Lewin, 1951; Klein, 1996; Ford et al., 2002; Trader-Leigh, 2002; Macri et al., 2002). M&As usually stimulate change, to a greater or lesser degree. According to the senior director at SABMiller, the two main reasons promoting resistance to change in Case 5b were that; firstly, people had additional work in assisting and preparing for the sale of the business; and secondly, they were uncertain as to whether they would keep their jobs afterwards. 

A potential downside of any M&A is that it may add considerable operational complexity to the post-M&A organisation. In some cases the scale of the M&As (mega) results in the post-M&A organisation becoming so large that it runs the risk of being unwieldy, or in the worst case unmanageable. Overcomplicated or even contradictory organisational processes and approaches may pre-exist or develop in the merging firms, leading to unpredictable and occasionally destructive outcomes. The network of relationships in such a merged firm will also be huge and complex; and coupled with people's natural resistance to change will require very careful 'joined-up' management from both sides at the integration stage. To deliver the required synergies and operating improvements quickly, it is often necessary to introduce a lot of controls (operating rules, and procedures) to keep the process moving forward. These controls often have to be implemented quite aggressively. The firm will also need to develop and employ a solid common process or approach – preferably one that has been proven effective in the past.

In Case 2 the manufacturing team of GSK proposed using similar packaging, pack types and sizes of drugs in order to reduce production complexity. These issues were considered as a part of each product and thus in the remit of the commercial team, who responded that they were happy with the existing product range and did not want to change. The real reason behind the commercial team's response was that the suggested changes would create more work and uncertainty for them. The manufacturing team then had to demonstrate the potential savings and how such changes could be initiated. In the integration planning process GSK encouraged people at the implementation level to provide feedback which was used to amend the original integration plan. In fact, as the business process was also revised from time to time based upon solid demonstration (cost, timeline and reasons for changes) from the implementation level, GSK developed its processes to control such changes when they were made.

Ford's problem was that as the result of its M&As people worked in very different ways in different locations (Cases 3a, 3b, 3c). As revealed by a manager at Ford Europe, Ford did not have a single universal approach for the way its people worked. Ford had many different systems and tools - the CAT system used to design cars in North America was different from the European system - different engineering tools and different financial tools gave rise to considerable complexity. Ford had to spend time to fix this problem and in 2005 they set up a group to look at PMTI (process, method, tool and implementation) to enable people to work together more effectively.

6.1.13 Dividing brand integration into measurable chunks or milestones

A brand integration project will involve a number of different activities betweeen its start and finish. Dividing the project into measurable chunks or milestones can make it easier to manage and also enhance the effectiveness of integration. 

Diageo (Case 1b) managed the integration of Seagram brands by breaking the process into different functional work chunks (along the timeline). For example, Diageo divided the issues around brands into several chunks such as: identification of strategic positions for Seagram brands; planning for Seagram brands in Diageo’s portfolio; brand people training; and enhancing growth for Seagram brands. The first three chunks ran concurrently in the first six months after the deal was closed. The last chunk was dealt with later.

6.1.14 Rapid integration of information (IS) and reporting systems

Rapid IS and reporting systems integration can enhance the effectiveness of the overall integration in general and of brand integration in particular. In the acquisition of Seagram (Case 1b), IS was the first major process to be integrated because it was related to the brand reporting system and the governance side of the new organisation. Prior to the acquisition, Diageo’s and Seagram’s reporting systems (sales report) were based on different IS platforms. One of the roles of the integration team immediately after the acquisition was implementing the integration of the IS in North America (where Seagram had its headquarters). On the human resources side, arranging for Seagram people (including brand people) to report to the right bosses, and arranging for the consistent setting of objectives and reviewing were also done immediately. As a result of these actions Seagram’s people were quickly made to feel that they belonged to the new business.

In Case 4 IS was also the first thing to be integrated after the SAC’s acquisition of Soten and its products. 

6.1.15 Using professional services to help brand integration if necessary

It may be useful to employ external professional services to help with brand integration. In the process of acquiring and integrating Seagram brands (Case 1b), Diageo used an agency to collect sensitive data from Seagram before the acquisition. Following recommendations from the agency Diageo asked to Seagram to format their clean-room process data in a way optimal to Diageo’s needs. This helped Diageo to secure the acquired business and brands immediately after the acquisition announcement.

However a firm that has already built up its capability and competence in integrating brands may choose not to outside professional services because it can be costly.

6.2 Practices Related to the Divestment of Merging Brands

After a M&A some brand divestments may be required. For any one of a variety of reasons the firm may need to sell one or more of its brands. When selling, the firm obviously wants to maximise a brand’s value and can use the following practices to do so:

6.2.1 Deciding whether to use external services from professional agencies or the firm’s internal expertise in the brand disposal process

Involving a third party professional service firm (e.g. an investment bank) in selling a brand can help to maximise the value of the disposed brand. The third party will create a scenario that maximises the competitive tension between the parties interested in buying the brand. As a part of the formal bidding process for the brand acquisition, the third party will prepare details of the brand such as a 5-year projection, the brand performance history and future strategy. 

In Case 1a the post-merger Diageo sold the ‘Dewar’s’ Scotch whisky and ‘Bombay’ gin brands (as an condition for the merger) through a merchant bank. Similarly, GEB used an investment bank to sell its business and brands to SABMiller (Case 5b). The estimated value of GEB business and brands was around US$7 billion but SABMiller eventually paid US$ 7.8 billion for the purchase of the GEB business and its brands.

If the post-M&A organisation has already developed its own expertise and capability in selling brands, the (costly) use of a third party like the merchant bank might be redundant. In Case 1b the US’ Federal Trade Commission ordered Diageo to dispose of the ‘Malibu’ brand (of Seagram) to another firm because of the antitrust concern in the coconut-flavoured rum segment. Diageo reduced its costs in selling ‘Malibu’ by using its in-house team instead of employing a merchant bank. By the time of the Seagram acquisition Diageo had already built its skills and capabilities in selling brands from the previous merger (between Guinness and Grand Met). Apart from the ‘Malibu’ brand, Diageo also sold more than 50 Seagram brands which neither Diageo nor Pernod Ricard (Diageo’s joint acquisition partner) wanted.
6.2.2 Making the sale of brands more competitive

Competitive interest in the purchase of a brand correlates to its value and relies on there being willing buyers and a willing seller. There is always negotiation around price, influenced by two major factors: the degree of interest in the brand being sold (the number of participating bidders and their willingness to pay) and the state of the financial market. These two factors create a competitive dynamic that normally results in the price paid being different from the ‘true’ value of the brand. Anything the seller can do to make the sale of a brand more competitive by increasing the degree of interest is a good tactic to maximise the value of the brand being divested.

In the sale of its business and brands GEB (through an appointed investment bank) invited all the big players in the beer industry to participate in the bid (Case 5b). By doing this GEB created a degree of competitive tension among all the parties who were interested in acquiring GEB business and brands. Diageo did the same when it put the ‘Malibu’ brand on sale in the post-Seagram acquisition.

When Ford was negotiating to acquire Jaguar (Case 3a), Jaguar was also in talks with General Motors. Ford had failed to develop a premium car brand internally, which increased their desire to acquire a premium brand such as Jaguar. According to a manager at Ford Europe, the chairman of Jaguar at that time did a great job in presenting his company as good to buy and with a great racing heritage. While Ford and Jaguar were negotiating, GM were discussing taking around a 30% stake in Jaguar and shortly announced plans to form a GM/Jaguar joint venture. GM’s interest in Jaguar increased Ford’s interest in buying the Jaguar brand, as a result of which Ford put in a new offer to take over Jaguar 100% by paying a premium price. Ford expressed their intention to increase investment and to retain Jaguar manufacturing in England, and not to cross-franchise Jaguar and Ford dealers; from all of which Jaguar would benefit enormously. Ford agreed to pay US$2.5 billion for Jaguar in total. As analysed in an article by Reuter published in The New York Times (1990), ‘the price of the Ford Motor Company’s $2.5 billion acquisition of Jaguar P.L.C. was five times the British auto maker’s actual net asset value’. The auto analysts criticised Ford for paying such a significant ($2 billion) premium for Jaguar.

6.2.3 Comparative technique

Comparing offers and playing bidders off against one another can help increase the perceived value and hence the selling price of the divested brand. 

In Case 5b throughout the bidding process GEB continually benchmarked the offers of Heineken and SABMiller, the two final bidders, against each other. Even upon picking SABMiller as the winner, GEB still compared SABMiller’s offer with the one from Heineken on all other terms and conditions.
6.2.4 Analysing and evaluating the bidders (for the brand) in advance

The seller can pre-assess potential bidders to gain insight into their organisation and to estimate how much they can afford to pay for the brand. Such assessment should enable the seller to select the most desirable bidders and to increase their own effectiveness in the negotiation process. This technique is complementary to the previous one – the comparative technique. Understanding and deciding to whom the brand should be sold to is particularly important for brand value maximisation, especially when a big brand (in terms of market share, future growth and profitability) is being sold to a big competitor. The risk that the seller must minimise is that the divested brand may be leveraged enormously by the competitor's expertise and competence to become a future challenge to the seller's the existing brands. 

In Case 1a Diageo decided to sell both ‘Dewar’s’ and ‘Bombay Sapphire’ brands to Bacardi to satisfy the Federal Trade Commission’s anti-trust requirement. This decision was facilitated by a pre-deal assessment of potential bidders for the two brands. Not surprisingly Diageo did not simply choose the buyer who was prepared to pay the most; they preferred to sell to a small competitor who was willing to pay a high price rather than to a bigger one who might provide future direct competition. As Bacardi did not have a presence in the Scotch whisky and gin markets they bought the two brands and paid an amount that represented their expectation of the brands’ growth opportunities. Similarly, in Case 2 GSK decided to divest ‘Kytril’ (a 5HT-3 Antiemetic drug for cancer treatment) to F. Hoffman-La Roche Ltd, ‘Famvir’ (Second Generation Oral & Intravenous Antiviral Drugs for the Treatment of Herpes) and ‘Denavir’ (Prescription Topical Antiviral Cremes for Oral Herpes) drugs to Novartis based upon a pre-analysis of these buyers, in order to meet both the FTC’s order and GSK’s own requirements.
6.2.5 Setting a fixed schedule or timeline for the sale of the brand in general and for the due diligence on the disposed brand in particular

In the brand disposal process the seller encouters the risk of disclosing confidential and sensitive information about the brand. Both buyer and seller try to minimise their risks during the ‘due diligence’ stage in which the seller agrees for the buyer to access privileged information about the brand. Setting a fixed schedule or timeline for the sale of the brand in general and for the due diligence on the disposed brand in particular helps the seller to decrease the effect of information disclosure to outsiders. 

In Case 5b GEB allowed the selected bidders a two-month time slot for due diligence, allowing them: to work with data in an agreed format; to attend management presentations; and a site visit. All the bidders had the same information. When GEB picked Heineken and SABMiller for the final round of bidding they gave the two firms two weeks to reach a final agreement. This working schedule helped GEB to reduce the cost, time, and human resources invested in the process.

7. Grouping Brand Integration Practices

As M&As are a learning process (Very and Schweiger, 2001), the past practices can be stored and adopted for later deals. Because issues of organisation, M&As or brand are multi-faceted and varied, good practices for dealing with those issues are quite diversified. Although twenty practices for integrating brands after M&As captured in this paper are among the prominent ones identified from several world’s most admired MNCs, they are certainly not all. In addition these practices are quite scattered if they stand alone. Without a systematic classification it will be difficult for managers to effectively recall for adoption, as well as to pile on other practices that have not been revealed by this research. Therefore, dividing these twenty practices in some major groups will help. 
In fact these twenty practices are related to different aspects (or dimensions) of brand and brand management during and after M&As: brand strategic positioning (practices 6.1.1 and 6.1.2); brand people (practices 6.1.3, 6.1.4, 6.1.5 and 6.1.6); brand knowledge transfer (practices 6.1.7 and 6.1.8); brand integration planning (practices 6.1.9, 6.1.10 and 6.1.11); brand integration implementation (practices 6.1.12, 6.1.13, 6.1.14 and 6.1.15); brand disposal expertise (practice 6.2.1); brand disposal negotiation (practices 6.2.2, 6.2.3 and 6.2.4) and brand due diligence (practice 6.2.5). Therefore, these dimensions can be used to group these practices in a systematic way (Table 3).
“Take in Table (No.3)”

8. Conclusions
Awareness of good practices can enhance the effectiveness and efficiency of the brand integration following M&As. Learning from other firms is a valuable way for a firm to gather possible winning practices to support and facilitate the success of brand integration in their future M&As. This research captures and defines twenty practices – which have been proven good skills, tactics, methods, and techniques – behind the integration of brands in various M&A deals taken by MNCs. It also takes a further step forward by classifying these practices into eight major clusters according to the dimensions of brand and brand management they are related to, so that M&A and integration managers can accumulate their own brand integration practices from time to time systematically and, thereafter, facilitate the adoption of learning approach to their later M&As.
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Table 1: M&A and Integration Practices Reflected by the Existing Literature

	Research Works
	M&A and Integration Practices (in Italic)

	Feldman and Murata (1991)
	Insisting on the importance of good communication to the M&A outcomes. 

	Schweiger and DeNisi (1991)
	Communication with employees.

	Korsgaard et al. (1995)
	Building commitment and trust.

	Covin et al. (1997)
	Leadership is critical for successful integration in M&As.

	Marks (1997)
	Some practices to manage the post-merger integration process appropriately: Effective communications; Persuading employees on the business and personal benefits of the combination; Showing empathy and demonstrating respect for people and their situation; Hands-on and top-level leadership (e.g. dedicating executive time and focus; putting together a leadership team; focusing management on success factors; creating a sense of human purpose and direction; and modelling desired behaviours and rules of the road).

	Pritchett et al. (1997)
	Quick integration to achieve some early wins is critical.
Maintaining closer-than-usual contact is very important.

	Ashkenas et al. (1998)
	GE Capital’s best practices in integrating its acquisitions.

	Management Thinking (1998)
	Four golden rules of integration: Plan assiduously prior to acquisition; Act swiftly to implement plans; Be frank and open about informing all employees; Act correctly and sensitively during the acquisition process.

	Domis (1999)
	Quick integration is an important practice to M&A success.

	Appelbaum et al. (2000)
	Communication influences the employees’ ability to adopt a new culture, sustain the change process and deal with stress.

	Galpin and Herndon (2000)
	Actions to boost sales and service must be overtly planned and quickly executed.

	Bijlsma-Frankema (2001)
	Sharing and exchange, shared norm, shared goals, monitoring and common inquiry, a clear sense of where to go, clarification of goals and expectation, giving feedback on success or failure are some practices in dealing with cultural integration in M&As.

	Thach and Nyman (2001)
	Insisting on the importance of leadership on effectively managing and motivating employees during M&A.

	Very and Schweiger (2001)
	Different issues a firm might face up with in each stage of the M&A process.

	Vester (2002)
	26 general success factors acquired by executives of Xerox from their successful acquisition and integration of Tektronix’s printer division.

	Bert et al. (2003)
	Good communication enhances the success of M&As. 

Retaining capable staff and enhancing staff’s commitment are critical to future company growth and success of M&As.

	Dooley and Zimmerman (2003)
	Communication is critical.

	Gadiesh et al. (2003)
	Speed and careful planning are essential to successful M&A integration. However, they suggest that integration managers need to know how to make trade-offs between these two rules.

	Lazaridis (2003)
	Communication plays a critical role to M&A success. 

	Nguyen and Kleiner (2003)
	Principles for successful integration: Directors must get out of the boardroom; Set direction for the new business; Understand the emotional political and rational issues; Maximise involvement; Focus on communication; Provide clarity around roles and decision lines; Continue to focus on customers; and be flexible.

	Schraeder and Self (2003)
	Practices to enhance the success of post-M&A integration: Developing a flexible and comprehensive integration plan; Sharing information and encouraging communication; Encouraging participation by involving others in the process; Enhancing commitment by establishing relationships and building trust; Managing acculturation through training; Support and socialisation; Respecting individual and temporal aspects of the integration process.

	de Camara and Renjen (2004)
	Practices to accelerate integration: Early and detailed planning; Forming a joint-integration team who share confidential information about the two firms; Direct senior management involvement; Serving customers despite a merger; Communicating the vision; Getting a handle on culture.

	Huang and Kleiner (2004)
	Recommending some practices to M&As: Communication; Clear leadership; Ensuring a focus on Customers; Paying attention to the hidden meanings in communication; Quick integration; Post audit.

	Messmer (2006)
	Early communication (timely, honest and direct information, together with a realistic assessment of future opportunities and obstacles, such as careers diversification and downsizing plans) and staff involvement (exchanging ideas, concerns, proposals and feedbacks) are the two important techniques for dealing with staff’s anxiety (e.g. misunderstanding, rumors, wrong expectations) & change resisance during the M&A process.

	Firstbrook (2007)
	Practices for successful M&As: Start with a clear and compelling strategy; Understand the markets and their environments; Convey respect for employees of acquired company; Execution, execution, execution.

	Papadakis (2007)
	Establishing leadership quickly, involving middle managers, seeking growth opportunities, communicating internally, creating early wins, managing cultural integration, and serving all customers without disruption are the practices for successful integration.

	Kummer (2008)
	Motivating and retaining key people.

	Galpin (2008)
	The author points out several most common ‘killer phrases’ that lead M&As unsuccessfully. Through these, the author implies several good practices to enhance the M&A success: planning early, always communicating and sharing information, quick integration, and measuring and tracking.


Table 2: List of the Conducted Case Studies

	Case
	M&A Firms
	Name of the post-M&A organisation
	Industry
	Year
	Deal Value

(Billion)
	Nationalities

	1a

1b
	Guinness – Grand Metropolitan

Diageo – Seagram
	Diageo

Diageo
	Spirits

Spirits
	1997

2003
	£24.0
$8.2
	UK – UK

UK - France

	2
	Glaxo Wellcome – SmithKline Beecham
	GSK
	Pharma
	2001
	£130.0
	UK - UK

	3a

3b

3c
	Ford – Jaguar

Ford – Volvo

Ford – Land Rover
	Ford

Ford

Ford
	Automobile

Automobile

Automobile
	1989

1999

2001
	$2.6

$6.45

£1.8
	US – UK

US – Sweden

US – UK

	4
	Sealed Air Cryovac – Soten
	SAC
	Packaging
	2001
	$12.0
	US – Italy

	5a

5b
	SAB – Miller

SABMiller – Grupo Emporial Bavaria (GEB)
	SABMiller

SABMiller
	Beer

Beer
	2002

2005
	$5.6

$7.8
	S. Africa – US

UK – Columbia

	6
	Cadbury Schweppes – Adams
	CS
	Confectionery
	2003
	$4.2
	UK – US


Table 3: Grouping Brand Integration Practices in M&As
	
	Brand Integration Practices

	Combination of Merging Brands
	· Always identifying strategic position for the merging brands.

· Balancing between consistency and flexibility in applying the strategic model for merging brands in each market.
	BRAND STRATEGIC POSITIONING

	
	· Organising human resources in integrating and managing the brands.

· Being equal and treating people with respect and fair financial benefits in implementing brand integration.

· Providing training to brand people where necessary.

· Empowering brand people by assigning tasks to them.
	BRAND PEOPLE

	
	· Learning from the acquired brands as well.

· Codifying the brand management and integration practices and transferring them through different ways in the integration.
	BRAND KNOWLEDGE TRANSFER

	
	· Being informal sometimes when planning brand integration.

· Well-planned.

· Developing a brand integration plan and evaluation methodology driven by the firm’s own practice.
	BRAND INTEGRATION PLANNING

	
	· Controlling, explaining and being ‘brutal’ in implementing changes.

· Dividing brand integration into measurable chunks or milestones.

· Rapid integration of information (IS) and reporting systems.

· Using professional services to help brand integration if necessary
	BRAND INTEGRATION IMPLEMENTATION

	Divestment 

of Merging Brands
	· Deciding whether to use external services from professional agencies or the firm’s internal expertise in the brand disposal process.
	BRAND DISPOSAL EXPERTISE

	
	· Making the sale of brands more competitive.

· Comparative technique.

· Analysing and evaluating the bidders (for the brand) in advance.
	BRAND DISPOSAL NEGOTIATION

	
	· Setting a fixed schedule or timeline for the sale of the brand in general and for the due diligence on the diposed brand in particular.
	BRAND DUE DILIGENCE
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