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Abstract 
 
The aim of this case study is to investigate if mergers and acquisition transactions are a value 
creating activity within engineering consultancy companies before and after the merger and who 
actually benefits from this activity. The method used for this case study was through qualitative 
interviews (open-ended & focused interviews), collection of archival records and documents.  
 
We began our research by studying different theoretical perspectives presented by numerous 
researches both historic and present. We searched for different theoretical tools, ways to measure 
success and failure beyond economic short term profit and also looked into how cultural 
differences affects the value creation after merging. We looked into hidden motives and what the 
general opinions are about mergers and acquisitions.  
 
Our investigation showed that those who benefited from the merger and acquisition activity were 
management itself and the shareholders. Those who did not benefit but lost on this activity is the 
personnel. Our results show that the personnel would have been better off without the 
acquisition transaction. This explains to some extent the negative and scepticism opinions 
surrounding this concept. 
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Perhaps one of the most common words used by upper management today is growth. Growth 
can either be of an organic type where focus lays on productivity enhancement and cost 
reduction or of an inorganic type where focus lays on acquiring new businesses through mergers, 
acquisitions and take-overs in order to increase the company’s reach and financial output.  
 
During the last decades society has seen more and more inorganic growth through mergers and 
acquisitions at large multinational companies (Statistics on Mergers & Acquisitions, 2012). One 
might ask oneself; what are the incentives behind these actions? The dominant explanation is that 
M&A activities seek to improve financial performance, higher customer value, satisfaction and a 
broader offer (DePamphilis, 2003; Seth, 1990; Sevenius, 2003).  
 
However, is this really the result? Do these investment decisions result in a better long run profit 
than what would have been possible if the companies carried out their businesses independently? 
 
If not, as the inorganic growth trend seems to favour the creation of large multinational 
companies with a broad variety of products or services it seems reasonable to also question 
whether old such companies, not necessarily created through mergers and acquisitions, should be 
split up in order to increase long run profit? The relevance of our chosen topic is that even when 
most of the M&A fail (Cartwright & Cooper, 1996; Hazelkorn, 2004) the transactions between 
companies still increase. This underlying behaviour gave rise to our research question later on.  
 
The known types of M&A mergers are named; horizontal, vertical and conglomerate mergers and 
are often confused or used interchangeably (Sherman, 2010). M&A are dealing with aspects such 
as corporate strategy, finance and management (leadership) and therefore our audience is 
intended primarily for executives involved in decision making but also other interest groups such 
as M&A consultants, employees and students. As companies have merged throughout history the 
managements challenges has always been to create a business valuation for ensuring the 
incentives of the M&A (Sherman, 2010).  
 
Unfortunately companies’ management team seems to pay very little attention to history facts 
around M&A transactions and also cultural differences. This is often noticed by the lack of due-
diligence and cultural assessment comparison tests. Some of the reasons for why organizations 
undertake M&As are: getting into new markets, achieve economies of scale, and create value through 
synergy between the two businesses (Zhou & Cannella, 2008; Gaughan, 2010). Another reason for 
an M&A is to increase the competitiveness of a company, which was the reason behind our chosen 
case study company.  
 
When an M&A transaction takes place the management are the one most positive about it. Why 
is that? A very simple explanation is that they are the initiative and decision takers and therefore 
expect M&A to fulfill the desired incentives. In this thesis the acquirer case company chosen and 
studied has a leading position within the industrial consultancy services, primarily within product 
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development and industrial engineering such as automotive, aerospace and household industries 
in the Nordic countries. The transaction between the two similar operating companies was 
published in July 2007. 

 
 
As already mentioned in the introduction chapter the growing tendency towards mergers and 
acquisitions world-wide has been driven by intensifying competition where there is a need to 
reduce costs, reach global size, take benefit of economies of scale, increase investment in 
technology for strategic gains, desire to expand business into new areas and improve shareholder 
value.  
 
Different research questions have been raised by the academic world for some time where this 
type of activity is questioned. Besides the academic world media and citizens have also 
questioned and wondered about M&A transactions motives and benefit. For instance the trend in 
the banking business sector is slowly moving from an area of large number of small banks to 
small number of larger banks. The larger bank the higher its competitiveness and better prospects 
of survival’ appears to be the success factor at least in the mind of the people in charge (Sinha, 
Kaushik & Chaudhary, 2010).  
 
The scientific material (books and articles) we found regarding M&A transactions concerning 
engineering consultancy firms was limited and the research questioned raised weren’t specific 
enough. For this reason we wanted to take a deeper “dive” into this topic and look specifically at 
consultancy engineering firms to find out if M&A transaction delivers the results expected as in 
other sectors and who actually benefits.  
 
Our assumption is that it might not always be such a good idea with an M&A, as it often is 
portrayed from the stakeholder of the merger. Could it be that those behind the initiative of an 
M&A transaction have a second agenda on their thoughts, so to speak, a personal incentive for 
an empire building? The CEO (Chief Executive Officer) of a company may have sometimes 
other reasons with their choices than the corporate values and its benefit to the shareholders 
according to Berk & DeMarzo (2011). This study’s relevancy is essential for consultancy 
engineering companies that want to understand how their future decisions regarding M&A might 
impact their finance, employees and the management team itself.   

 
 
The purpose with this thesis is to investigate the value creation of an M&A transaction before 
and after the merger for shareholders. We are interested in understanding what lies behind 
empire building of a company through a merger and who actually benefits from the transaction. 
An altruistic purpose with this thesis is to contribute with better understanding around the M&A 
concept, its open and hidden incentives and cultural impact. 

 
 
As Etteplan, the corporation that acquired Gesab, is a multinational corporation being 
represented in two continents whereas Gesab was only represented in two European countries 
this study is limited to their Swedish operations within the consultant business area mainly 
focusing on mechanical engineering. Since the acquisitions took place in year 2007 we will begin 
and limit our research from year 2008 to 2011 with comparative statistics taken from 2006 and 
onwards. 
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• How does the corporate value evolve pre-merger to post-merger, for the shareholders? 
I.e. is there any other factor, than maximizing corporate values? 

• Who benefits from a merger, the management, employees or the shareholders? 

 
 
M&A       Mergers and Acquisition 
 
EPS        Earnings per share  
 
EqPS       Equity per share 
 
P/E        Price-to-earnings 
 
EBITA   Earnings before interest, taxes and amortization 
 
HR        Human Resources 
 
CEO     Chief Executive Officer  
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M&A stand for merger and acquisition and it is a corporate strategy dealing with buying, selling, 
dividing and combining different companies (Sevenius, 2003; DePamphilis, 2003). There is a 
slight difference between merger and acquisition. In the case of a merger two companies form a 
new entity. Financially this means that the stocks of both companies are surrendered and new 
stocks in the name of new company are issued.  
 
Normally a merger takes place between to equally big companies. However, with acquisition, the 
company that takes over another and establishes its power as the single owner. The less powerful 
and smaller company looses its existence and the company taking over runs the whole business. 
Financially this means that stocks of the acquired firm are not surrendered, but bought by the 
public prior to the acquisition, which continue to be traded in the stock market (DePamphilis, 
2003). There are different types of M&A; these are vertical, horizontal, diversified conglomerate, 
hostile and friendly, which will be presented and explained in more detail below.  

 
Horizontal mergers are a transaction where a competitor buys another competitor with the 
purpose to obtain economies of scale in overlapping operations and to eliminate competition 
(Sevenius, 2003; DePamphilis, 2003). This type of transaction occurs when companies offer the 
same or closely related products or services in the same geographical market (Buono & 
Bowditch, 2003). Example of horizontal acquisitions include Exxon and Mobile (1999), 
NationsBank and Bank of America, and for an example in Sweden we have the engineering 
consultancy companies Caran and Semcon.  
 
Vertical mergers are best understood as a transaction where a customer buys a supplier or vice 
versa with the purpose to reduce transaction costs between the corporate value chains (Sevenius, 
2003). The corporate value chain is defined as making something of value with raw resources, 
driven by different departments within a company where departments are for example, logistics, 
production, marketing, distribution, sales and customer support (DePamphilis, 2003).  
 
In order to exert more control over its operations, an organization can choose to acquire a 
supplier (backward integration) or a company that could distribute its products and services 
(forward integration) where the rationale is often defensive (Buono & Bowditch, 2003) for 
instance to stop a supplier from engaging in direct sales or to stop a customer from developing 
its own supply capability (Hopkins, 1983).  
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Diversified conglomerate mergers are transactions where the buyer company allocates a portfolio 
of multiple companies with different kinds of businesses without any clear collaborative synergies 
(Sevenius, 2003). A conglomerate merger represents a third classification, not strongly horizontal 
or vertical, and having few characteristics of either. An example would be U.S steel’s acquisition 
of Marathon Oil to form USX (DePamphilis, 2003). Conglomerate mergers are overall seen as an 
evil transaction according to Felton (1971) because they promote a dangerous concentration of 
economic power and also diminish the effectiveness of competition.  
 
Hostile and friendly M&A reflects the people’s attitude, i.e. in what way the transaction is 
perceived. A hostile transaction is when the targeted company board of directors opposes the bid 
from the buyer (Sevenius, 2003), or when the target was not seeking a merger at the time of the 
approach (DePamphilis, 2003). A friendly takeover is when the targets management is receptive 
to the idea and recommends shareholder approval (DePamphilis, 2003; Buono & Bowditch, 
2003). 

 
To better understand the incentives behind M&A activities, the motives, the corporate/enterprise 
values, the strategies and for whom this kind of activity benefits we have to begin by study their 
history and their economical output. In finance there is very little attention paid to the history of 
the field (Gaughan, 2010). It is generally known that M&A has always coincided historically with 
the existence of companies as late as 17th century but most stories of M&A with 
tracked/statistical records begin in the late 19th U.S (DePamphilis, 2003,). Most of the material 
available about M&A is Anglo-American and this is due to that they are the most transaction 
intensive with the most deals. M&A have happened during the last 100 years in waves 
(Sudarsanam, 2003,) and the first movement is known as the great merger movement between 
the years 1897-1905 which is also a horizontal consolidation (DePamphilis, 2003). 
 
Since then we have seen an increase in M&A activity Figure 1, (Number & Value of Announced 
Transactions) worldwide (Imaa-institute.org, 2012) and therefore it is interesting for us as well as 
relevant to answer questions like; do mergers and acquisitions add or destroy shareholder value? 
 
According to (Sudarsanam, 2003) evidence from management surveys confirms with a large 
sample of statistical studies and surveys that the majority of M&A fail to deliver according to 
their incentives. M&A more often destroy rather than enhance value for the acquirer 
shareholders. It is also important to notice that the answer to such a question is ambiguous since 
it depends over what period of time.  Since most of the M&A seems to end in disappointment it 
is interesting to evaluate why there is an increase in activity and optimism around M&A. The 
market seems to have a short memory regarding the flawed M&A reoccurrence. It is for this 
reason that we need to be aware of the history surrounding M&A. The field of M&A is 
nevertheless one of the most frequently studied areas in business strategy (Oberndorfer, 2004).  
 
Six periods of high merger activity, often called merger waves, have taken place for example in 
U.S. history. The waves occurred between 1897 and 1904 (Horizontal mergers), 1916 and 1929 
(Vertical mergers), 1965 and 1969 (Diversified conglomerate mergers), and 1984 and 1989 
(Congeneric mergers; Hostile takeovers), 1992 and 2000 (Cross-border/mega mergers), 2003 and 
2008 (Shareholder Activism, Private Equity) (DePamphilis, 2003; Gaughan, 2010). Each merger 
movement occurred when the economy experienced sustained high rates of growth and 
coincided with specific developments in the economy such as rising stock market, low interest 
rates and technological development/breakthrough, (Mitchell & Mulherin, 1996). Shortly it could 
be said that M&A is a faster form of expansion than internal, organic growth.  
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Now let’s take a short overview look over the history of M&A waves in U.S and then closing up 
with a summary on M&A waves in Sweden. The first merger wave occurred after the depression 
of 1883, peaked between 1898 and 1902, and ended in 1904 (Gaughan, 2010), (Figure 2).  
 
Mergers during this period were largely horizontal and resulted in increased concentration in 
primary metals, transportation and mining (DePamphilis, 2003; Gaughan, 2010), Table 1, due to 
a spurred drive for efficiency and of lax enforcement of the Sherman Anti-trust Act. It is during 
this period large companies absorbed small ones. For example in 1901 J.P Morgan created 
America’s first billion-dollar corporation, U.S Steel. It was a combination of 785 separate 
companies the largest of which was Carnegie Steel. 
 
Table 1 Type of Merger 

 
Source:  

(Gaughan, 2010, p. 38) 
 
The activity during the second wave between years 1916-1929 was according to Nobel prize-
winning economists George Stigler more of an oligopolistic industry structure rather than 
monopolistic (Gaughan, 2010). The consolidation pattern established in the first merger period 
continued in to the second period. Under this period the U.S economy still continued to evolve 
which was a result of the entry of U.S into World War I which provided investment capital for 
eagerly waiting securities markets.  
 
This era ended with the stock crash of 1929 and the passage of the Clayton Act which was first 
established in 1914 under the Woodrow Wilson administration. With more stringent antitrust 
environment, the second merger wave produced fewer monopolies but more oligopolies and 
many vertical mergers (Gaughan, 2010). During the 1940 there weren’t any increase in M&A 
activity, probably due to the Second World War, nonetheless the Celler-Kefauver Act in 1950 
was passed which just strengthened Section 7 of the Clayton Act.  
 
Third wave is known as the conglomerate merger period seen in Figure 3 and featured a 
historically high level of merger activity. It has the longest period of uninterrupted growth in the 
U.S nation’s history with records in price-to-earnings (P/E) ratios. The price-earnings ratio (P/E) 
is the ratio of the market price of a firm’s stock divided by the earnings available to common 
stockholders on a per-share basis. Companies with high P/E ratios given by investors learned 
how to grow earnings per share (EPS) through acquisition rather than through reinvestment 
(DePamphilis, 2003). Companies with high P/E would buy other companies with low P/E and 
increase in EPS of the combined companies.  
 
This EPS raise boosted the share price as long as the P/E applied to the stock price of the 
combined companies did not fall below P/E of the acquiring company before the transaction. It 
is important to mention that this type of behavior causes a pyramid effect which often ends up in 
a collapse. High P/E ratios indicate investor optimism.  
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Before the fourth wave in the 1970 the number of M&A announcements in the 1970s fell 
dramatically, as shown in (Figure 4). By 1984 the M&A has taken momentum and started to go 
up again in frequency deals as shown in Table 2.   
 
Table 2 Frequency of deals year 1986-1988 

 
Source: 

(Gaughan, 2010, p. 60) 
 

What’s characteristic about the fourth wave is that it saw the rise of corporate raider and hostile 
mergers (DePamphilis, 2003; Gaughan, 2010). Hostile mergers had simply become an acceptable 
form of corporate expansion within the 1980s and high speculative profitable activity gained 
status.  
 
Whether takeovers are considered friendly or not depends on the reaction from the board of 
directors from the targeted company. This wave started to give birth to the fifth wave as the 
wave of mega-mergers with M&A of billion-dollars, as shown in Figure 5 and it ended in 1989 as 
it entered into the mild recession of 1990. 
 
In 1992, the number of M&A; s once again began to increase, as shown in Figure 6 except now 
there were more strategic deals than hostile (DePamphilis, 2003). These deals were financed 
through the increased use of equity and not as the debt-financed bust-up transactions of the 
fourth merger (Gaughan, 2010). Once again by a combination of the information technology 
revolution, deregulations, open “free” market policies and global trend towards privatizations of 
stated-owned enterprises powered the longest economic expansion and stock market boom in 
U.S history. According to Financial Times Services the volume of dollars in global M&A in year 
2000 reached a new record of 3.48 trillion dollars. 
 
The fifth wave ended in 2001 as the economic shock of 9/11 took place. Sixth wave began in 
2002 with the low interest rates set by Alan Greenspan Federal Reserve Chairman. These low 
rates provided the fuel for a speculative bubble in real estate’s which later became an 
international “bubble” (Gaughan, 2010). The low interest rates also gave a major boost to the 
private equity business. Private equity firms found it easy to raise equity capital and equally easy 
to borrow money at extremely attractive rates. This fueled the demand for M&A targets which 
can be seen in Figure 7 which reflect the increase in the P/Es paid for targets. This wave ended 
with recent economic crisis in year 2008.   
 
M&A transactions are relatively a normal phenomenon in the Swedish business sector despite 
not being as equally transaction intensive as in the Anglo-American businesses (Sevenius, 2003). 
Previously M & A has been seen as an activity which only larger companies had the experience 
and resources to implement. Today it is relevant to consider M&A activities even for smaller 
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companies, in order for them to achieve their growth goals. In Figure 8 we can see the number of 
M&A deals in Sweden with Swedish interests from 1994-2002. In Figure 9 we can see the total 
amount of M&A of Swedish companies abroad and the total amount of foreign companies doing 
M&A deals in Sweden. The transactions in Figure 9 are a subset of the transactions in (Figure 8). 
In Figure 10 we can see the total number of transactions/waves from 2000-2012 of M&A in the 
Nordic countries.  

 
 

Edith Penrose, who takes on a resource-based view of the company, presents several 
explanations to mergers and acquisitions. For starters, acquisition can be an attractive solution 
when the needed production resources can be accessed more cheaply by buying a company that’s 
already producing theses resources rather than setting up an own production plant. Especially if 
the company to be bought uses its resources in an ineffective way or is having an owner 
considering retiring as these two cases can cause a low valuation of the company (Penrose, 2011).  
 
The acquisition can be even more attractive if the company being bought also is a tough 
competitor holding a large market-share in a oligopoly market type (Keat & Young, 2009) as the 
competition would becomes less intense (Penrose, 2011). But perhaps one of the most interesting 
benefits of company mergers according to Penrose’s resource based view is the fact that 
company growth requires excessive management capacity. A traditional organic growth is hence 
severely limited by this, whereas a merger already includes the management capacity necessary to 
handle the acquired resources (Penrose, 2011). 
 
As the acquisition process in itself requires excessive management capacity, Penrose claims that 
mergers and acquisitions as a method of growth reaches a peak in effectiveness as the remaining 
companies that can be bought gets smaller. This because acquiring many small firms instead of 
one large firm requires more management capacity, and hence acquisitions will ultimately no 
longer be an effective growth method (Penrose, 2011). 
 
Taking on a rival approach to Penrose’s resource-based view, Coase has presented the 
transaction cost theory. Coase takes on the theory of resource allocation conducted through the 
price mechanism by introducing transaction costs; costs related to discovering what the relevant 
prices are and cost of negotiating and concluding contracts on a market (Coase, 1937). Hence it 
may be economically wiser to allocate resources internally rather than through the market, but 
there is a limit to the size of a firm.  
 
As the firm grows larger, the costs of organizing additional transactions within the firm will rise, 
the entrepreneur might fail in using the allocated resources in the most effective way or the 
supply price of the allocated resources (managers) may rise faster for large firms than for small 
firms (Coase, 1937).  
 
Hence growth through insourcing, for example through mergers or acquisitions, could be seen as 
a way to avoid transaction costs but only to a certain degree. What is interesting about the 
transaction cost theory is that some of these costs are related to the current technology, as for 
example the cost of discovering the relevant prices. Since Coase presented his paper in 1930’s, 
information technology has taken great leaps forward as through the fax machine, the computer 
and Internet. As a result of this, it is today far easier to obtain a good view of what the relevant 
prices are and hence the transaction costs are lowered.  
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This would imply a structural change where companies tend to out-source more operations and 
hence one would expect the wave of mergers and acquisitions to decline. History shows us even 
today that that is not the case. Instead we see an increase or recurrent M&A waves due to low 
interests by central banks, technological breakthrough and “free” market policies. 
 
Williamson extends the work of Coase on transaction cost theory even further giving three 
critical dimensions describing the transaction costs; recurrence frequency, uncertainty and the 
degree to which transaction specific investments are needed (Williamson, 1981). Out of these 
three, the degree to which transaction specific investments are needed is the most important 
parameter describing the transaction costs according to Williamson. He labels it as asset 
specificity and divides it into three categories; site, physical and human asset specificity. 
Williamson gives a number of examples; proximity as site specificity, a die for stamping out metal 
shapes as physical asset specificity and learning by doing or firm-specific training as human asset 
specificity (Williamson, 2002). 
 
Coase’s and Williamson’s theory of transaction cost can be applied to a consultant company in 
numerous ways. One example being when large customers narrows down their selection of 
consultant suppliers to two or three preferred suppliers. As the number of suppliers is severely 
limited, the suppliers need to provide the customer with consultant services within a very broad 
scope of services. For small to medium-sized firms this implies that they cannot provide the full 
scope of services on their own, but needs to team-up with other firms working in adjacent fields 
of services in order to be competitive in the tender. These negotiations and contracts come at a 
cost, the transaction cost. These external factors contribute in an increase of M&A activity and 
the factors are translated into motives/reasons by the merging companies which later can be read 
in the press releases and the news given by media. 
 
The nature of these transaction cost varies with the parties involved. If, for example one supplier 
is utterly dependent on the contract because the customer stands for the majority of its income, 
which implies having dedicated assets towards the customer, whereas the other supplier sees the 
customer as of marginal interest, the two suppliers are bilaterally dependent (Williamson, 2002). 
Meaning one supplier could easily take advantage of the supplier’s situation by requesting a non-
proportional part of the contract value.  
 
The risk of bilaterally dependence can be somewhat addressed by credible contracting where 
safeguards are introduced, but these safeguards and this contract comes with a transaction cost. 
If this cost is high enough, it may be more feasible to take the transaction out of the market and 
to organize the necessary services internally; bearing in mind that such an operation on the other 
side renders a bureaucratic cost. Practically this means that one of the suppliers could merge or 
acquire the other and hence the transaction cost can be considered as a driver for these actions.  
 
These actions are something that Harford (2005) elaborates further on saying that one driver 
behind M&A is the market trend in business. Harford (2005) could proof that the merger wave 
theory exist which means that mergers are performed in waves. The driver behind the waves is 
the trend instead of basic economic key factors. Harford (2005) found out that the occurrence of 
these waves was based on the following facts: 
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1. Merger waves after periods of abnormally high growth of the stock. Or if there is an 
increasing gap between booked value and stock returns. 

 
2. Industries undergoing waves will experience abnormally poor returns following the height 

of the wave. 
 

3. Since there is no economic driver to the wave, economic shocks will not in a 
systematically manner precede the wave. 

 
4. The method of payment in a wave should be overwhelmingly that of stock, such that 

cash mergers should not increase in frequency during waves. 
 

5. Because the wave is being driven by the acquisition of real assets with overvalued stock, 
partial firm (divisional) transactions for cash should not be common and they should be 
especially rare by firms that are bidding for other firms with stock. 

 
M&As are very common world-wide, especially in the U.S where short wins and focus on 
quarterly economic business report are important. Penrose (2011) lists several positive reasons 
for performing mergers to power performance. 
 
In the corporate world, bigger is often better. One tends to think the same way with mergers and 
acquisitions. Some mergers are successful and some even extremely successful. However, not all 
are that successful in reality. DiMaggio (2009) lists and explains some major mergers in USA that 
went well and some that went wrong and why that happened. 
 
Statistics indicate that approximately half of all mergers or less are successful, but why not the 
rest? The process starts with detailed analysis and valuation of the acquired organisations and 
high expectations of increased productivity, share value, profit, and eliminating potentially 
redundant tasks (Bulent, 2005). Let’s now take a closer look at some examples of M&A that 
failed and some that succeeded.   

 

One reason for failure can be that people working in the merged organisations, who must 
implement the planned changes, are normally disregarded during the pre-deal stage. However, 
once the integration starts people begin to play crucial roles in the execution of the plan. 
Managers should not underestimate the people issues that might arise during this period (Bulent, 
2005) and neither the cultural aspects (Buono & Bowditch, 2003).  

Communication through the company can create either an effective or discouraging working 
environment. It is a difficult task to keep people motivated and engage people in the business 
particularly when those people are at risk of losing their jobs (Bulent, 2005; Buono & Bowditch, 
2003). 

Companies could grow organically, but if you are looking for a quick growth, then a merger is the 
fastest way to go. This approach is, however, not without its problems. A merged company might 
look good on paper but not in reality during implementation. Key to this is staff. The people 
working for the taken-over company might not take too well to new management and leave 
(Buono & Bowditch, 2003). In the technology industry, especially within consultancy firms with 
hardly any value except the staff, which means a lot of talent, could be wasted to competitors. 

In business one should look forward, but learn from the past. (DiMaggio, 2005; Thomson & 
Nichols, 2010) lists the ten top worst mergers in US during 1998 to present time. It is stated that 
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there doesn’t seem to be a single issue to why some corporate mergers fail or why others succeed. 
Mergers are always a risk and without the proper strategy, intuition, and knowledge, mergers 
might go either way. 

A famous kitchen chef (Gordon Ramsey) once said, “Be happy about all positive comments, but focus on 
the negative ones”. In a similar manner Thomson & Nichols (2010) said it is better to focus on why 
some merger went bad instead of trying to copy the successful ones. 

The merger between AOL and Time Warner on the Jan. 10, 2000: 
The takeover of Time Warner by AOL was considered at first to have a very good potential. The 
new company, AOL Time Warner combined the two businesses of online services and media 
assets to create one of the biggest media company up to that time. However, during its 
evolvement it was surrounded by internal conflicts between employees due to different business 
cultures (Bulent, 2005). 
 
“Of course the merger was a success. Neither company could have lost that much 
money on its own” 

Steve Case, Former Chairman of the board, 
AOL\Time Warner 

 
It seems that the biggest mistake that a company can make in an acquisition is to buy a company 
because it is successful right now. If the company is already big, you have waited too long to get 
involved and you are taking a huge risk. This was definitely the case with AOL/Time Warner.  
Apparently nobody did look into the long-term outlook and emerging technologies according to 
Thomson & Nichols (2010) and they continue. AOL based its business on a dial-up internet. 
However that was getting old fashioned and local cable firms picked up on how easy it was to 
transmit digital information over their current connections. AOL started to decline from its lead 
position in technology and service. 
 
Oracle Acquired Sun in January 27, 2010: Sun is a Silicon Valley company that in the end lost 
its technology top position and pace, which is one reason it is being bought out (Thomson & 
Nichols, 2010) 
 
Daimler Benz Acquired Chrysler in 1998: A good example of culture difference as one of the 
major issues to the failure. Chrysler was not near the premium position as high-end Daimler 
Benz had. Many felt that Daimler went in and tried to tell the Chrysler side how things should be 
done.  

Sears and Kmart M&A in March 24, 2005: Department store Sears found itself stuck in 
between the success of low-end box stores like Target and Walmart, and high-end department 
stores. Sears was slowly failing. A hedge fund investor purchased both a failing Sears and Kmart 
in 2005 and merged them to become Sears Holdings. 

However, Sears Holdings continued the downward spiral of both companies. Some blame their 
focus on “soft goods” (clothes and home goods) rather than hard goods. Others think Sears tried 
to compete with mega giant Walmart with a variety of stores. 

Quaker/Snapple: In 1994, grocery store Quaker Oats purchased the Snapple. Quaker Oats had 
the brand Gatorade. Quaker Oats wanted to also make Snapple drinks popular. Quaker Oats 
were criticised from the stock market regarding a too high purchase price for Snapper. On top of 
that Quaker Oats started a new marketing campaign to bring Snapple to every grocery store and 
chain restaurant. However, their efforts failed because Snapple had become successful just 
because they marketed to small independent stores since the brand was not big enough to get 
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their own space at large grocery stores. Also, Pepsi and Coca-Cola began releasing Snapple-like 
drinks and at this time people start to leave Snappers products. 

Failure of mergers can be explained with that people working in the merged organisations who 
must implement the planned changes are normally disregarded during the pre-deal stage see 
Figure 11, but once the integration starts people begin to play crucial roles in the execution of the 
plan. Managers might underestimate the people issues that could arise during this period (Bulent, 
2005). 

 

However, there are quite a few successes as well. As pointed out by (Bulent, 2005) he rate 
bad/success to about 50/50. Here is some US mergers that are considered to be good examples 
because there is a difference in culture, preparation and how well they did fit together as will be 
explained below. However, as pointed out by (Thomson & Nichols, 2010), and mentioned earlier 
we could learn more from those that failed than those that succeeded. What did the successful 
mergers do right and which are the most famous ones? 

Disney-Pixar: The Disney-Pixar merger was launched in 2006 and considered to be the perfect 
match and happened when Disney put up a bid to buy out Pixar. The two companies have often 
worked together and the merger became as a natural continuation of their businesses (Disneys 
distribution chain with Pixars innovative culture) and the two companies have continued well 
after the merger. Pixar has now plans for two films per year after the merger which was not 
economically possible before the merger. Disney brings expert advice into the equation when it 
comes to advertising and marketing and especially marketing to children where Disney is 
outstanding (DiMaggio, 2009; Thomson & Nichols 2010). 

Chase Manhattan and JP Morgan: According to (DiMaggio, 2009) the merger between these 
two major financial service houses took place in ear 2000 and they became one of the biggest 
financial service companies in the world. In the financial market big is important and by 
performing this merger the customer base increased and hence gave a positive input to the cost 
structure for financial transactions. 

Exxon-Mobil: In 1999 Exxon and Mobil merged and form Exxon Mobil and became the largest 
company in the world. The merger was too big to be accepted without the sell of many of Exxon 
& Mobil’s gas stations, in order to avoid monopolization and it remains the strongest leader in 
the oil market with a very large earning. In 2008, ExxonMobil occupied all ten spots in the “Top 
Ten Corporate Quarterly Earnings”. The reasons to the success could be several, some explained 
from a case study on a well-known and highly appreciated Advisory firm on M&A issues. Hoang 
(2007) found out when he asked “What are the critical factors that lead to the success of merger 
& acquisition projects in which your company involved as an M&A advisor?” Following key 
issues came up and are presented in Table 3 below: 
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Table 3 Critical success factors identified by interviewees and findings in the case study 

Success factors identified by interviewees Findings from case study 
1. Project team competence, skills and effort 1. Complete and clear objectives, goals and 

scope of the Project 
Having a number of key potential buyers/ 

sellers which may have ‘good fit’ with Client’s 
portfolio 

2. Client consultation and acceptance 

3. Good coordination both internally and 
externally 

3. Project manager’s competence and 
commitment 

4. Having a well-structured of process 4. Team members’ competence and 
commitment 

5. Right, correct and complete information and 
data in the data room 

5. Communication and information sharing 
and exchange 

6. Aligning and managing Client’s expectations 6. Time management and tight secrecy 

7. Obtaining Client’s agreement on the strategy 
for the M&A process 

7. Price evaluation and financing scheme 

8. Quality of the selling company, e.g. 
performance, company value, market position, 
future growth 

 

 
Source: (Hoang, 2007, p. 53) 

Also Bulent (2005) explains three major reasons to a successful merger: 

1. A solution to keep the best personnel in the company is to be honest to the employees 
and remember that we all appreciate frankness. Employess may not like to discover that 
their job no longer exists, but they would rather know it up front than to receive limited 
notice to leave the company. Mergers need good employees to accomplish their goals. 

2. Another essential factor is effective leadership and having crystal clear objectives and 
direction. Not only the general purpose of the new organisation, but 3 month, 6 month 
and the medium and long term goals of the organisation should be so clear that it is 
virtually impossible for employees, management and customers to misunderstand them. 

3. Effective communication is essential for companies to perform well and is even more 
vital for successful mergers. Both internal and external communication is the key to keep 
employees on the right track, retaining customers and maintaining organisational stability. 
Internal communication is not a legal obligation and might therefore be overlooked, 
however, external communication, being a legal requirement, is generally better handled 
than internal communications.  

The communication should also be: 

1. Clear and consistent 

2.  Considering specific communication for key talent 

3. Getting senior leaders to lead the effort, and model the required behaviours and finally 
training and supporting managers to leverage the power of face to face communication 
with their employees. 
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A schedule is presented in Figure 11 where Bulent (2005) structures the three steps pre-deal, 
transition and implementation that need to be prepared thoroughly to achieve a successful 
merger. The phenomenon M&A is very well rewritten in media and this has led to some myth 
creation around the subject where different opinions are expressed. For example M&A are often 
associated with foreign takeovers, layoffs and hostile acquisitions. 

Also Hoang (2007) presents a schedule, 4 phase schedule for a M&A process on the buyer side 
used by a M&A advisory firm, which is shown in Figure 12. 

 
 
M&A has become an important phenomenon within academia because of the massive interest 
from media, society and consultant companies. The commonly important question raised is if 
M&A activities really create value. A fundamental problem is that it is difficult to prove that 
M&A really adds value for the buying company (Sevenius, 2003). This known problem is 
sometimes called as the success paradox. The variety of research executed is done through empirical 
studies of the stock exchange data before and after a certain event, accounting-based 
measurements, questioner surveys and different models of case studies.  
 
The academic research around M&A is more than just studies of the fundamental value problem. 
Within the business economic disciplines M&A has become a decisive empirical touchstone 
(Burleson, 2002).  This means that research is done within the human resources area with studies 
on how reconciliation affects the corporate culture, economical results, judicial and fiscal aspects. 
 
This may be because there is no uniform and clear definition of the M&A phenomenon. Answers 
concerning what M&A is, what they mean and their role in the society are seldom universal or 
generally valid to people. Researchers within economics haven’t been able to unambiguously 
demonstrate that M&A actually adds value to the acquiring company (Sevenius, 2003), which in 
terms show us how sensitive and risky these types of businesses can be. While opinions are a 
general way of expressing ones thoughts in understanding the incentives behind an M&A 
transaction, motives on the other hand is a more specific approach used by academia to 
understand M&A transaction incentives. 

 
 
The motives behind M&A transactions can be many and shift over time. Many of the motives 
given by companies are similar in nature, but as with any transaction different aspects are 
emphasized and strategic goals mentioned every time (Sevenius, 2003; Oberndorfer, 2004). 
According to worldwide consultant companies such as KPMG, ERNST& YOUNG, PWC, and 
many empirical studies across various industry sectors a high rate of failure from M&A activity 
are shown.  
 
Engineering consulting firms as in our case study do not for example have a tangible 
product/asset; this means that an M&A transaction failure risk in this sector are even higher. The 
companies employees are its asset and some may decide to leave the company and start a new 
company if the integration process is not carried out properly (Trautwein, 1990).  
 
Corporate cultures may for example not be compatible and expected synergy effects do not 
materialize etc. Academic literature in M&A suggests that there are several motives behind a deal 
(Trautwein, 1990; Walter & Barney, 1990; McCann, 1996). It goes without saying that the most 
common motive behind M&A transactions occur at generation shifts or changes within the 
company’s owner’s part which often occurs during the owner’s lifetime or in cases of death. In 
some cases M&A are a part of a company’s business development strategy.  
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It is important to mention that all of the motives/elements behind an M&A deal are impossible 
to grasp hence Figure 13 will give us a better comprehension of the common expectations which 
are often discussed and mediated.  
 
The normal preference is that M&A should cater some specific operations motives such as 
increased marketing shares and reduced costs. It can be said that it is for increasing growth either 
through expansion or concentration/consolidation. When it comes to owner motive the targeted 
company is seen as an entity of income. The buying company is seen as portfolio with separate 
business ideas and risk where its goal is to get its hand on the targets material or intellectual assets 
and rights. The actual motive is to come over a unique asset such as a brand or some kind of 
other special asset which is specially valued in that sector.  
 
In the media we mostly hear about the operating designs motives and not the other ones. The 
management motives can for example be to spread the company’s risk by having multiple 
businesses areas (Sevenius, 2003). Management tries sometimes to create different changes in a 
certain sector through new marketing demands or business logic, the actual transaction then 
becomes a way of exporting their new business methods/offer.  
 
It is important to mention that there is often a conflict of interest with the owner and 
management motive. According to (Walter & Barney, 1990; McCann, 1996) top management has 
many motives and not a single motive for carrying out M&A activity.  
 
In the survey investigation “Survey of critical valuation issues in mergers and acquisitions” done 
by Coopers & Lybrand in 1994 as can be seen in Table 4 from (Sevenius, 2003) they presented 
the most common motives behind an M&A activity in different countries. The motive of 
increased market shares is the top goal in all the countries. The second motive that all (nine in 
total) the countries mentioned was sales and distribution area besides Sweden. (All the countries 
are not presented in the table). The survey question was: “What where you looking for when planning to 
make the acquisition?”  
 
Table 4 Hierarchy of motives for acquisitions 

Motive Total Sweden England USA 

Market shares 1 1 1 1 
Sales and distribution area 2 3 2 2 
Cost reduction 3 2 3 5 
Technology  4 4 4 4 
Production facilities 5 5 5 3 

Source; (Sevenius, 2003, p.46) 
 
There is also a psychological side to acquisition which shouldn’t be ignored or neglected.  These 
motives are often called illegitimate, where only the economic and juridical perspectives are taken 
into account instead of having a more holistic approach. For example it is more important for the 
company itself to have an involved management team throughout the integration process with a 
strong director/leader for reaching long sustained success (positive financial, customer 
satisfaction, employee development) than a year after shortly concrete (EBITA) Earnings before 
interest, taxes and amortization result. Other motives which trigger leaders in management position 
to M&A activity is that these types of actions show decisiveness and power to others, especially 
media.  
 
There are even negative factors that trigger leaders into M&A activity, for example when their 
own company has stagnated economically, the fear of being left behind when competitors are 
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merging into bigger and bigger companies. For example in Sweden there is a long tradition of 
influential power spheres which are driven as investment companies such as Investor and 
Industrivärden (Sevenius, 2003). 
 
Some leaders like to demonstrate their power by adding more and more companies “beneath” 
existing organization without any synergies, or in worst cases without any particular reasons. 
Hence, there are seven theories of why mergers actually take place (Trautwein, 1990). The 
theories of the merger motives are known by their name as efficiency theory, monopoly theory, 
valuation theory, empire-building theory, process theory, raider theory and disturbance theory 
(Trautwein, 1990), but no further explanation around these theories are to be mentioned here. 
 
Studying (Oberndorfer, 2004) article it’s possible to get a deeper confirmation understanding 
about the motives with M&A in consulting engineering firms. The collection of data was done 
with a questionnaire survey among 100 top engineering consulting firms (measured by number of 
employees) in Europe. The targeted people were CEOs/chairman and the form of contact was 
through a letter. The CEOs and other respondents were asked to indicate the relative importance 
of each of the given 14 motives for the underlying transaction on a five-point Likert-type scale 
(5=very important, 1=very unimportant).  
 
The most important M&A-motives according to this survey was penetration of new market 
shares. This result coincides with the previous survey investigation done by Coopers & Lybrand 
1994 in Table 4. Important to notice is that only 32 of 100 firms had the possibility to participate 
in the survey where the criteria was that at least one M&A-transaction had to be taken place 
between year 1990-1997. The results from the (Oberndorfer, 2004) article motives are shown in 
Table 5. 
 
Table 5 Importance of diverse motives for undertaking the M&A transaction 

Motives for M&A transaction Nᵃ Meanᵇ SD  ͨ Range (max-min)  ᵇ 

Penetrate new service/client markets 29 4.52 0.78 5-2 
Penetrate new geographic markets 30 4.17 1.15 5-1 
Increased market share 30 4.13 1.11 5-1 
Accelerate growth  30 3.83 1.12 5-1 
Broaden customer base for existing services of acquiring firm 31 3.61 1.33 5-1 
Acquisition of expert talent 29 3.59 1.18 5-1 
Ability to provide different services to existing clients 29 3.28 1.39 5-1 
Easier access to large-sized projects 29 2.86 1.48 5-1 
Inefficient management of target firm 29 2.31 1.26 5-1 
Geographic closeness to major clients 30 2.3 1.34 5-1 
As a reaction to its competitors 30 2.03 1.22 5-1 
Elimination or reduction of competition  30 2.03 1.27 5-1 
Investing of excess cash 29 1.66 1.04 4-1 
Tax reduction (savings) 29 1.55 0.95 4-1 

 
Notes: ᵃDifference in n (=sample size) are due to insufficient answering of respondents to some items; ᵇ5=very 
important, 1=very unimportant; ͨ SD=standard deviation  

Source; 
 Motives for acquisitions among engineering consulting firms, Review 2004 16 December, p.695 

Gerhard Kreitel and Wolfgang J. Oberndorfer 
 
One of the important findings in the mentioned study is that the surveyed firms only engaged in 
M&A transactions among themselves, i.e. consulting engineering firms only acquired another 
engineering consulting firm. This may be a good thing because the way of doing business within 
the consultancy engineering market isn’t so extremely different. The employees in a consultancy 
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engineering company are familiar with the type of working methods even if the culture differs 
from company to company.  In its “core” it is still a consultant engineering company but where 
the cultures are different. Culture discussions is something that we don’t find to much of in the 
press releases and media seldom talks about, nevertheless it plays a crucial role when merging two 
companies.  

 
 
Culture has no exact definition in the scientific world and most definitions of culture today uses 
Tyler’s (1871) definition of the concept as; “Culture is a whole in which it includes knowledge, belief, art, 
morals, law, custom and any capabilities and habits acquired by a man as a member of a society”. The term has 
been criticized because of being too conceptually weak since it has been defined in a number of 
different ways and where no clear consensus has emerged (Child, 1981; Bhagat & McQuaid, 
1982). 
 
For instance (Kroeber & Kluckhohn´s, 1952) has defined culture in 164 different ways. Culture is 
often used as a “catch-all” concept in merger and acquisition for covering behaviours, objectives, 
self-interest, ego and other reasons people do not want do discuss openly. As culture affects 
almost everything people do when they interact with each other (Weber, 1996), it is easy to 
understand that it will influence the outcome of an integration as well.  
 
Sociologists, anthropologist, psychologists and management scientist all have their own 
definitions from their own particular perspective. Often the company’s culture (assumptions, 
beliefs and rules) are not written down and most people would have difficulties measuring, 
describing or articulate what they are but by knowing and sharing the beliefs and rules defines an 
us feeling and anyone who does not follow the rules is classified as them. Culture is created by 
the employees within the company and more especially by the leaders (Habeck, Kröger & Träm, 
2000).   
 
Cultural differences are the most frequently quoted reasons for failure in mergers and 
acquisitions both before and after the deal has been done (Habeck, Kröger & Träm, 2000; Buono 
& Bowditch 2003; Sundberg & Sjödahl, 2012). This often depends on the conflicts and tensions 
that emerge when companies try to combine different cultures. According to (Habeck, Kröger & 
Träm 2000) a survey of 115 transactions done by A.T. Kearny in year 1998/1999 around the 
world show what factors determines why many mergers are unsuccessful and why cultural 
differences are blamed. The survey also revealed that 58 percent of the mergers failed to reach 
the value goals set by top management. 
 
The most visible fact is that imposing one culture on another can be valid in some cases but 
more often it destroys the value the merger was supposed to create if it is applied without 
thought or implemented badly (no strategy and planning). If two companies serve very different 
markets as in a conglomerate merger for example, it is often best to leave the cultures separate 
and intact (Habeck, Kröger & Träm 2000).  
 
If a horizontal M&A transaction is to be established where the new organization need to be fully 
integrated to release value then a compound should be created with a new culture taking the best 
elements from each company to create a superior and stronger company. In the survey 
mentioned earlier done by (A.T. Kearny Global PMI Survey) in year 1998/1999 an interesting 
question was raised to those companies involved in M&A transactions which is; Which phase bears 
the greatest failure risk?  
 
The result retrieved shows that 53 percent believe that the post-merger integration bears the 
greatest risk of failure, 30 percent stressed out the importance of the pre-merger phase. M&A 
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affects the whole company and its employee’s attitudes and behaviour throughout the M&A 
preparation and transaction. The HR managerial functions/operations are very important 
especially during M&A transactions where it is put to the ultimate test. In Figure 14 we would 
like to illustrate how employee’s reaction expresses itself over time. This behaviour has to do 
with the five factors found in any situation where people and change are involved (Habeck, 
Kröger & Träm, 2000).  
 
These five factors are:  

1. Loss of status and former sphere of influence. 
2. Lack of transparency about the company’s intentions.  
3. Fierce fight for survival. 
4. Increased workloads because some people leave either voluntarily or opposite.  
5. Spill over effect on personal lives.  

 

 
Much of the merger and acquisition research puts the headlight on financial variables when trying 
to describe success or failure, but apparently corporate differences and integration efforts during 
post-merger integration period are truly crucial. At least if a high degree of commitment towards 
the acquiring firm and a high degree of cooperation is wanted. This challenge is best observed in 
high-tech industry where the intention is to acquire knowledge-based resources, as the integration 
process in itself introduces a risk of accelerating turnover rates which could quickly erode the 
knowledge-based being of interest at the very beginning (Weber, Tarba & Bachar, 2012). 
 
To examine the corporate culture differences between two companies, Weber uses seven cultural 
dimensions; Innovation and action orientation, risk taking attitude, integration and lateral 
interdependence, top management contact, autonomy in decision making, performance 
orientation and reward orientation (Weber, Tarba & Bachar, 2012).  
 
And to examine the national culture differences between two countries, Hofstede’s dimensions 
power distance, uncertainty avoidance, individualism and masculinity could be used as by Weber 
(Weber, Tarba & Bachar, 2012). Bearing the measured corporate and national culture differences 
in mind, together with the potential synergy, Weber (Weber, Tarba & Bachar, 2012) introduces a 
modified framework to describe the post-merger integration strategy to be applied: 
 
Table 6 Post-merger Integration Approaches  

 
 

Corporate & 
National Culture 

Differences 

 
High 

 
Preservation 

 

 
Symbiosis 

 
Low 

 
(Holding) 

 

 
Absorption 

   
Low 

 
High 

   
              Synergy Potential 

 
Source;  

(Weber, Tarba & Bachar, 2012, p. 107) 
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The conclusion in Weber’s paper is that mergers could be more successful if a tailor made post-
acquisition integration approach was taken on, for example by using the previous mentioned 
post-merger approach classification. And the wanted level of integration and cultural dimensions 
should be considered as early as possible in the M&A process, perhaps already in the screening 
(Weber, Tarba & Bachar, 2012). 
 

 
Diagnosing and deciphering a particular company’s culture is a highly interpretive and subjective 
process that requires insights into historical as well as current activities, (Buono & Bowditch, 
2003). This difficulty comes from the fact that much of the culture is hidden, even to the people 
within the culture itself (Habeck, Kröger & Träm 2000). Nevertheless it is essential to conduct an 
initial cultural assessment very early on to minimize failure risks. Conducting an assessment 
allows management to define areas which can be handled swiftly, areas where friction may occur 
or areas of similarities. This kind of information enables the new organization to capitalize on the 
strengths and create a new powerful force.  
 
Understanding the differences between the cultures can help management to create a new 
“cultural currency” within the new company so the employees get a common goal. To illustrate 
how a survey test result can look like when measuring or assessing culture can be viewed in 
(Figure 15). There are several consultant companies on the market which perform cultural 
assessment tests, here are some to name a few:  
1. www.walkingthetalk.com (Culture Assessment Tools),  
2. www.ocai-online.com (Organizational Culture Assessment),  
3. www.culturaldesigngroup.com (Measuring Culture and Managing Performance).  
 
We must not forget that whilst financial considerations can determine if a deal is desirable, it is 
the cultural considerations that determines if the merger will actually be successful. History and 
facts should not be neglected as it helps consultant engineering companies prepare for the future 
better and minimize M&A failure risks. 

 
We are facing an uncertain time since M&A transactions are influenced of technology 
breakthroughs, rising or descending stock markets and high/low interest’s rates as mentioned 
before. As the sixth M&A wave ended with the economic collapse in 2008, the next M&A wave 
is probably waiting “around the corner”.   
 
People’s expectations form/create the future to some extent, by this we mean that if enough 
people in high positions believe that the economy will get better it will impact the market in that 
direction to some extend since they will invest if optimism is in the “air”. Mergermarket latest 
report (Wickman, 2011) show how private equity practitioners, corporate executives, legal 
advisors and financial advisors in high position responded when asked about their opinions on 
three major areas of M&A; valuations, regulatory changes and economic conditions. On the 
question: “Which of the following best reflects your view of the state of the global economy in the next 12-24 
months?” 
 
Asia-Pacific answered that 75 percent, Europe answered that 71 percent and North America 
answered that 74 percent will improve moderately. Almost three-quarters of all surveyed believe 
that the economic conditions will improve moderately. For more details and similar questions 
please view mergermarket document (Wickman, 2011) cited in references.  
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M&A consultant companies for example seem to predict an increase in M&A transaction in 
general for most field markets in their reports. It is nevertheless wise and healthy for your 
business to have a little bit of scepticism to these statements, since they want to influence the 
market because high M&A activity means more money for them.  
 
Unfortunately very little is written about M&A transaction within consultant engineering 
companies instead the subject of M&A is discussed more broadly and internationally then locally 
and most of the material is Anglo-American. A consisting challenge consultant engineering 
company’s face is the uncertainty of when to make a deal since the variables vary all the time. 
Since M&A consultant companies always look forward we would like to stress out the 
importance of looking backwards in history to see patterns and trends for yourself and most 
importantly to search for independent advises and reports as possible.  
 
In the next chapter we will present the methods we have used for collecting our data for this case 
study.  
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The methodology for the proposed research is intended to be as a case study in accordance with 
the theories of Yin (2009). The main reason is that we would like to focus on only a few research 
questions and make a deep dive in the pros. and cons. of company merger and acquisitions. We 
want to take a step further than the studies that just scratch too shallow and too often praise 
mergers. 

 
 
The intention of this paper is to investigate how successful a merger or acquisition between two 
Swedish consultant companies is. The study will be carried out by a case-study method as the 
research questions are of a how or why type, as there is no need to control the behavioural events 
and as the study focuses on contemporary events (Yin, 2009). Depending on if the events are to 
be considered as contemporary or historical, the authors could have used a history method as an 
alternative method instead (Yin, 2009).  
 
But as the authors have the possibility to conduct interviews with employees involved in the 
studied mergers & acquisitions, a case study can take full advantage of this whereas a history 
method couldn’t, which calls for abandoning the history method alternative (Yin, 2009). And as 
the case study will include several units of analysis, such as finance and human resources, it will 
also be an embedded type of case study (Yin, 2009).  
 
Furthermore, the study will be conducted as a single-case study as it represents a typical case for 
acquisitions within the consultant business area in Sweden and the study also represents a 
longitudinal case by examining the companies at two points in time, before and after the 
acquisition (Yin, 2009). The study will therefore focus on how the unit of analysis changes during 
this interval of time. To a certain extent, the study is also a revelatory case as the authors of this 
case study have deep insights in and connections to the objects of investigation (Yin, 2009). This 
implies an easier access to data and interview objects. 
 
A proposal for how to refine this case study is to replicate the results of this single-case study 
into a larger multiple-case study where the chosen additional objects of analysis represents 
contrasting situations, such as mergers & acquisitions in other branches than the consultant 
business, as this would make it possible to conduct a theoretical replication of the results (Yin, 
2009). 
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The research design represents the logical sequence that gets the study from the set of initial 
question to the conclusions. It is made up of five main components (Yin, 2009): 

- Study question. The study question addresses whether a merger or acquisition within the 
consultant business area in Sweden is beneficial or not, and if it is, to whom. 

- Study proposition. A study proposition to this study question is that the merger or 
acquisition is beneficial from a financial and management perspective but not in a human 
resource perspective. 

- The unit of analysis. In this case we will make use of several key performance indicators 
representing each subunit such as employee turnover rate for human resources subunit 
(Yin, 2009). 

- Link of data to proposition. The key performance indicators for pre- and post-merger 
situation are assembled in a table and a pattern matching technique is applied in order to 
link the data to the proposition (Yin, 2009). 

- Criterion for interpreting the findings. A criterion is introduced where at least 5  % of the key 
performance indicator average are changed along the lines of the study proposition (Yin, 
2009). Rival explanation(s) to the findings will also be tested against the pattern. 

 

 
This chapter gives an explanation to how the information is collected and organized within the 
case study. In order to enhance construct validity and reliability of the case study, the process 
follows three distinct principles proposed by Yin (2009); create a case study database, use 
multiple sources of evidence and maintain a chain of evidence. The collected documents, archival 
records and the interviews are of uttermost importance to the case study report and the 
collection of this information is therefore described in detail in this chapter. 
 

 
In order to better handle the huge amount of information that is used throughout the case study, 
a case study database was set up. The case study database includes all documents, but excludes 
books, that are considered relevant to the case study. The information therefore consists of 
requirements on the thesis, articles that can shape the theoretical framework, documents and 
archival records from the objects of investigation, notes from interviews with employees of the 
objects of investigation, meeting protocols for the thesis workgroup etc. All of the files are being 
stored in a cloud storage solution giving the thesis workgroup members an instant and 
synchronized access to the information stored in the case study database from various devices 
such as mobile phones or computers. 
 

 
The intention of using multiple sources of evidence is to arrange a data triangulation by 
corroborating the same fact or phenomenon (Yin, 2009). The sources can be documents, archival 
records, open-ended interviews, observations, structured interviews and surveys and focus 
interviews. In this case study report triangulation will be addressed by using documents, archival 
records, open-ended interviews and focused interviews. A thorough description of each source 
follows. 
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Interviews 
The case study is an embedded case study that includes the subunits finance, human resources 
and management. Finance will here represent the interest of the corporate body, human 
resources will represent the employees and management will represent management and upper 
management in particular. 
 
In order to cover these three subunits, five employees are being interviewed: a manager who can 
represent management, another manager who can represent both the finance and management 
subunit, a third manager who can represent the human resource subunit and a consultant who 
can also represent the human resource subunit. All interviews are carried out in Swedish as this is 
the native language of all participants. 
 
The interviews with the managers and a consultant are carried out face to face at the company 
headquarters by one of the authors. The interviews are divided in two parts; the first part is an 
open-ended interview where the interviewer provides a minimum of guidance and a second part 
where a more focused interview is carried out. The latter is there more dependent on pre-defined 
questions given in the case study protocol whereas the open-ended interview represents a more 
free conversation. The interview with the manager representing human resources is carried out in 
the same way except that a face-to-face meeting was replaced by a telephone interview due to 
distance. In addition to these four persons an open-ended interview was carried out by telephone 
with a manager representing the finance subunit. 
 
The interviews are being recorded and notes are written and sent to the interviewed person for 
comments or clarifications. All questions from the interviews are included in Appendix 1 – Case 
Study Protocol. 
 
Documents 
Documents are news clippings and other articles appearing in the mass media (Yin, 2009). The 
intention of using this information is to corroborate and augment evidence from the other 
sources such as the interviews and the archival records. Depending on author of articles or news 
clippings there is a risk of reporting bias, which can be minimized by including information 
originating from various sources. If such a collection is complete the selectivity bias is also being 
minimized (Yin, 2009). 
 
Archival records 
Archival records are represented by survey data performed at the corporation such as employee 
satisfaction, but also annual reports and organizational records, such as budget, are included (Yin, 
2009). The records therefore represent precise and quantitative information. The weakness of the 
archival records in general is that the accessibility may be hindered due to privacy reasons.  In this 
case study, the authors have deep insights and connections to the object of investigation as 
previously mentioned in chapter 3.1 as a rationale for doing a single-case study. Hence the 
weakness is severely limited as the authors have high access to archival records at the object of 
investigation. 
 

 
The intention with a chain of evidence is to make it possible for the reader of the case study to 
trace a conclusion backwards or forwards in the material. As an example, a conclusion drawn 
from an interview being presented in the case study report should therefore be easy to find in the 
interview notes stored in the case study database. And the question that prompts the given 
answer during the interview should be found in the case study protocol that describes how the 
initial case study question is linked to the interview questions (Yin, 2009). 
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The level 2 questions addressed in the focused interviews are described in detail concerning why 
they are important for the corresponding subunit in Appendix 1 – Case Study Protocol. The 
Appendix 1 also describes what phenomenon we are looking for, how the response to each 
question is transformed into a measurable indicator and what sources of error there might be and 
how to minimize the impact of this error. 
 
The data analysis relies on a pattern matching technique where the approximately 30 indicators 
are used to create a pattern based on the information that originates from focused interviews. 
The 30 indicators are sorted into three major categories that also constitutes the three subunits; 
finance, human resources and management. This pattern is compared to a pattern created by the 
main hypothesis and the correspondence or deviation between the two is commented upon with 
additional information provided through the open-ended interviews and the documents. 
 
In addition to the main hypothesis, rival interpretations are being introduced and these are also 
being analysed in the same way as the main hypothesis. 
 

 
 
The quality of a case study can be categorized into four categories. These are construct validity, 
internal validity, external validity and reliability according to Yin (2009). In this case study, the 
construct validity will be enhanced by including multiple sources of information by using open-
ended interviews, structured interviews and documents during the data collection phase and by 
including a review of the case study report draft, conducted by key informants during 
composition phase (Yin, 2009).  
 
Applying a pattern matching technique on the collected data in order to support the proposition 
in the data analysis phase will enhance the internal validity. During this phase, rival explanations 
will also be addressed by using the same technique (Yin, 2009). Developing a theoretical 
framework that supports an analytical generalization will benefit the external validity (Yin, 2009) 
and the reliability will be improved by setting up a case study database and a case study protocol 
(Yin, 2009). 
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Gesab was a consultancy engineering company working within the fields of product 
development, production development and education. The company’s headquarter was located in 
Gothenburg and business was carried out through four additional offices in Sweden. The 
company had nearly 200 employees and the revenue was close to 160 million SEK in year 2006, 
which is the year before the merger. 
 
Etteplan group of companies was founded in 1983, working within the fields of automation, 
mechanical engineering, electronics, electronic plants, design and product development. Etteplans  
headquarter was located in Finland and business was carried out through 13 offices in Sweden. 
The concern had approximately 1500 employees out of 581 in Sweden and the turnover was 
close to 102 million euro. 
 
Etteplan’s acquiring of Gesab was not a one-off, Etteplan had a track record of several other 
acquiring within the Swedish consultancy engineering business. To mention a couple they 
acquired JA Produktutveckling AB in 2003 and Teknikpartner AB in 2006 before the acquiring of 
Gesab AB in 2007, which is the case being studied (see Figure 16): 
 
At the time when Etteplan acquired Gesab, there was no common Etteplan Sweden Corporation. 
Some re-arrangement of the businesses was carried out before and after the automotive crisis in 
western Sweden, which ultimately ended in a management buy-out of parts of former Gesab 
businesses. As a result of these re-arrangements, this case study needs to focus on year 2008 in 
order to sort out merger related effects from automotive crisis related effects. 
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The following discussion is organized based on findings from open-ended interviews, focused 
interviews, pure economic company data and public documents together with the KPI data from 
the annual reports. This case study with up to four different kinds of data in the triangulation 
method helps to analyse the findings with good validity. The discussion later on is then focused 
in conjunction to the two research questions addressed in the thesis.  
 

1. How does the corporate value evolve pre-merger to post-merger, for the shareholders? 
I.e. is there any other factor, than maximizing corporate values?  

2. Who benefits from a merger, the management, employees or the shareholders? 
 
The intention has been to describe in chapter Methods above on how to set-up the frame around 
the case study and here comes a short description, more in detail, on how it actually was 
performed. 

The interviews were conducted as face-to-face interviews, or as in two cases as a telephone 
interview due to the physical distance. The focused interview started with that the questionnaire 
handed out to make the interview more fluent and the purpose with the confidentiality agreement 
discussed between the authors and the interviewee. Prior to the interview, the questions and 
purpose were sent out together with an estimate of the duration which was set to 2 hours 
efficient time. 

Acknowledging that note-taking may not be 100% accurate, before starting the interview, we 
asked for the interviewee’s permission to use a recording device. Recording the interview also 
helps minimize errors in memorizing and interpreting the answers. In addition, we assured all 
participants that their answers would remain confidential and would not be made public without 
their consent. The recorded interviews are transcribed and sent to all interviewees to check the 
validity of the information. 

NB! The Questions in the matrixes below are short versions due to space. The full text of the 
questions is to be found in Appendix 1 for the Interview questions. 

 
 
The prime motive behind Etteplans acquiring of Gesab was that Etteplan wanted to increase 
their volume and encompass a broader offer towards customers. The intention was to merge the 
Swedish units and make them constitute one common view of Etteplan at the market according 
to Respondent D.  
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Gesab was important as the headquarter was located in Gothenburg: 
 
“Consultancy engineering is large within automotive industry and you need to be in Gothenburg to become a large 
player. 50 % of the industry consulting is located in that region.” and “We wanted rapid growth” (Respondent 
E). 
 
Gesab on the other hand had recently left a couple of bad years behind them and embarked on a 
new route during 2005 trying to create a business carrying out more in-house jobs by recruiting 
key persons. In 2007 the financial figures were looking good and three projects were carried out 
in-house. But this was not enough because: 
 
“The Owner wanted to sell because he hadn’t muscles enough to grow and hence needed more money to invest in 
employees and other branches of the business. At first, partners were sought. Etteplan started out as financer but 
their involvement grew.” (Respondent C) 
 
What attracted Gesab was that Etteplan wanted to use Gesab’s market niche and that Etteplan 
CEO and responsible Mergers & Acquisitions manager made a good impression. Gesab would 
be able to carry out their own business, with the exception of human resources and marketing. 
 
So to summarize, both corporations had financial reasons to explore mergers and acquisitions as 
a way to increase growth. But whereas Etteplan was a large multinational corporation, Gesab was 
a smaller corporation, partly owned by their employees and mainly carrying out their business in 
Sweden with a corporate culture being very familiar: 
 
“The company and the employees were incredibly characterized by the owner and his ideas. There was a tremendous 
loyalty. Summer events at his cottage. … Education at the Canary Islands as a human resource thing. Hungary 
and coolest of them all when we went to Bahamas. They were also to Egypt.”  (Respondent B) 
 
This came to a change as Etteplan stepped in as the new owner of Gesab: 
 
“All of this with Gesab were dropped after a period. … The feel, the loyalty in other words what Gesab stood for 
disappeared.” (Respondent B) 
 
Or in the words of another interviewee: 
 
“Employees were more means of production than employees.” (Respondent A) 
 
Etteplans intention with the acquiring of Gesab was followed the first year, but then the 
integration increased leaning towards the creation of one Etteplan. Moving or merging of offices 
started out and increased as Etteplan got a new CEO. The collision of two corporate cultures 
were a fact: 
 
“He [Etteplan Oyj CEO] made a major mistake concerning the cultural clashes, there wasn’t even a common 
Swedish corporation and all of a sudden everything should be moulded together. Lots of people resigned. This was 
not “my type of thing”. (Respondent C) 
 
The integration process, albeit having a good start with the creation of integration groups, 
experienced severe friction due to the parties protecting their pieces in the integration. The 
change from Gesab brand to Etteplan brand gave new challenges: 
 
“Gesab member of Etteplan group, then Etteplan Sweden. We became unknown, Etteplan had not been present 
in western Sweden, even less within automotive business” (Respondent B) 
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So, was the acquisition of Gesab successful? 
 
“… no because then they would not have sold it [Parts of Gesab]. So it can’t be called successful. The parts of 
Gesab they kept where Stockholm and Linköping. Linköping was a pianola but Stockholm was mismanaged.” 
(Respondent C) 
 
“… there were a lot of internal fights, especially when the economic office was moved from here to there. No, not 
successful…” (Respondent D) 
 
“I don’t consider it successful because it was so damn nice at the Gesab times…” (Respondent B) 
 
“It wasn’t successful. Everything got worse. Focus went wrong. The consultant business is dependent on the 
employees and therefore they should be treated accordingly, not as machines. The employee perspective got worse, 
strictly business-wise it also got worse. More orders and general agreements were not as a result of the acquisition 
but rather the opposite.” (Respondent A) 
 
“Etteplan had large debts because of the expansion, coming from a situation prior 2007 where there was no debt. 
The balance sheet did not look good.” (Respondent E) 
 

 

 
 
The results from the finance related questions show a spread between the different interviewees 
with a standard deviation of 0.28, however they are all on the positive side and the Grand Total 
number (30) is therefore considered to be reliable. See Table 7. 
 
Table 7 Finance related questions results 

 
 
As an additional note to question F13, respondent C clarified that during the automotive crisis 
that struck western Sweden in quarter 4 2008, Gesab only lost 10 consultant contracts at Volvo 
Car Corporation out of the 400 in total. Part of this because Gesab were using experienced 
consultants. 
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The results from the personnel related questions show a very low spread between the different 
interviewees with a standard deviation of only 0.18, however they do differ in sign and the Grand 
Total number (-9) is very close to 0 which makes it sensitive and close to change sign. However, 
with a small standard deviation the Grand Total number is considered to be reliable. See Table 8. 
 
Table 8 Personnel related questions results 

 

 
 
The results from the management related questions show a spread between the different 
interviewees with a standard deviation of 0.30, however they are all well on the positive side and 
the Grand Total number (33) is therefore considered to be reliable. 
 
Table 9 Management related questions results 

 

 

 
Before a correct comparison between each year in Table 12 can be made a baseline has to be set 
taking into account the average growth of this industry sector called industrial technical 
consultancy or just industrial technique. With other words the data has to be biased since it is not 
sufficient to judge success or failure only by comparing the financial data from two different 
years due to the organic growth in the market. This has to be accounted for in the comparison. 
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The average growth of the 30 biggest industrial consultancy companies in Sweden, which is 
shown in Table 10, was 0.8%/employee over the two years 2006 to 2008. By taking into account 
the average staff in the data in Table 12 the average growth was 47% between the same years for 
the 30 biggest industrial consultancy companies in Sweden. By performing the same exercise for 
Finland, by using Table 11, the numbers would be even higher and not considered to be in line 
with reality. 

However, these numbers are probably overestimating the potential growth for Etteplan, since 
after the M&A the number of staff was probably in the upper end of what was desired. A better 
approach would therefore be to take the industry index between the two years 2006 and 2007 
which for industry technique consultancy was 0.8%/employee (and it remains linear also to the 
year 2008=0.8%/employee) and applying the compensated number of personnel of 1820 for 
2007, discussed more in detail in the last section in this chapter, yields a growth index for these 
two yeas of 22% which is 10%/year and extrapolating to cover for the tree years 2006, 2007 and 
2008 which results in a total growth index of 33% over these three years for Sweden. By 
performing the same analysis for Finland results in 37% for the 30 biggest Finnish consultancy 
companies by using Table 11. 

By looking purely at Etteplan Oyj between the years 2006 and 2007 and adding on for Teknik 
Partner’s missing first month in 2006 according to the discussion in the chapter 5.3 and 
deducting for Gesabs contribution to Etteplans Oyj’s annual report in 2007 for the month 
September to December the annual growth would be 10%. Between the three years (2006, 2007 
and 2008) it would be 33%. By performing the same exercise with Gesab the growth between 
2006 and 2007 was 9% and expanding it for the three years 2006 to 2008 yields 30%. 

In the annual report for 2006 Etteplan Oyj states that the organic growth for 2006 was 7.3% and 
for 2007 16.6% and 10.6% in 2008. A total growth over the three years yields 34%. This value 
(34%) is in line with all the above alternatives to calculate growth and, hence, validates the above 
numbers and it can be concluded that the growth without synergy effect from the acquisition 
would have between 30-33%. 

A similar exercise could be performed on calculating growth in Profit. However, opposite to the 
above discussion about revenue, to calculate growth in Operating Profit by using the annual 
report for the years 2006 to 2007 and extrapolate to 2008 is not considered reliable due to the 
large variation in the numbers for Operating Profit both for Etteplan Oyj as well as for Gesab. 
The large variation in Operating Profit is due to a huge increase in “other income” in Etteplan 
Oyjs income statement which partly belong to the sale of Math Lab in that year and in the case 
for Gesab due to a loss in profit for the financial year 2007 making an extrapolation unreliable. 

In the case of finding the growth profit it is better to look into the average market growth for the 
30 biggest Finnish consultancy companies in Table 11 on Profit for the financial year (Pfy). 
Pfy/employee increased by 14% between 2006 and 2008. However, similar to above, by populate 
the date with number of employees result in an increase by 66%. The above discussion regarding 
the difficulties to use this number due to Ettaplan’e extensive increase in number of employees 
over a night is valid also here and it is considered not to be valid to use the employment number 
for 2008. Instead, by using the increase in Pfy/employee between the two years 2006 and 2007 
deducting for Gesabs small contribution in personnel for the month Sept to December a growth 
in Pfy of 38% which in results in an average growth per year of 17.5%. Extrapolate to the three 
years (2006, 2007 and 2008) yields an average growth in the market for the 30 biggest consultancy 
companies in Finland of 62%. This number is assumed to also be valid for Operating Profit 
growth. 
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Table 10 The 30 biggest Swedish industrial technique consultancy companies. 

 

Table 10 is visualized in Figure 18. Source: (Cramer, D. 2012) 

Table 11 The 30 biggest Finnish consultancy companies. 

 

Table 11 is visualized in Figure 17. Source: (Cramer, D. 2012) 

 

A data spread sheet with the chosen KPI parameters from the annual reports from Etteplan Oyj, 
Etteplan AB and Gesab AB is shown in Table 12 for the years 2006 to 2009. To achieve as high 
quality output as possible from the comparison it is essential to find the best “clear cut” as 
possible. E.g. to make the comparison between two years that 1) is stabilised, 2) contains as little 
activities as possible from other M&As and 3) has as little effect from the Automotive crisis as 
possible.  

According to Figure 16, following activities occurred each year (Etteplan Oyj, 2006; Etteplan Oyj, 
2007; Etteplan Oyj, 2008; Etteplan Oyj, 2009; Etteplan AB, 2008; Etteplan AB, 2009; Gesab AB, 
2006; Gesab AB, 2007): 

2006, Etteplan acquired Teknik Partner (TP) May 31. 

2007, The M&A with Gesab (the company within this study) took place in September 1:st 

2008, the Automotive crisis hit the west coast of Sweden on October 08 when Volvo VCC 
announced that the majority of their contractors were redundant. 280 employees, which belonged 
to Etteplan AB, had to leave from Volvo VCC (270 from former TP and 10 from former Gesab) 
(Volvo, 2008). 

2009, Etteplan AB decided to move risky, non-profiting business in a separate company 
(Etteplan Tech). Later it was decided to file for bankruptcy of that company, however it was 
bought by another investor constellation instead and became the company i3tex. 
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Table 12 Annual report comparisons between Etteplan Oyj and Gesab AB. 

Δ Δ Δ ∗∗∗ Δ

 
 

Source: 
(Etteplan Oyj, 2006; Etteplan Oyj, 2007; Etteplan Oyj, 2008; Etteplan Oyj, 2009; Etteplan AB, 

2008; Etteplan AB, 2009; Gesab AB, 2006; Gesab AB, 2007; Teknik Partner, 2006) 
 
The chosen years for the comparison were 2006 and 2008. Partly because 2006 were pre M&A, 
had minimal of M&A activities in a fast growing period, but also because there were at this time 
no connection between the two companies, Gesab and Etteplan were still competitors. However, 
to be able to perform a correct comparison without Gesab in Etteplans Oyj annual report 2006 
(including Teknik Partner from May31) with Etteplan Oyj’s annual report 2008 (including Gesab 
from September 1 and full year of Teknik Partner), Etteplan Oyj’s annual report 2006 has to be 
adjusted to include a full year of Teknik Partner in 2006. 

This is performed by assuming linear revenue and profit over the year for Teknik Partner and 
adding on Revenue, Operating profit and Staff cost for January to May on to Etteplans Oyj’s key 
data, I. e. adding on 5/12=0.42 (Jan-May) of Teknikpartners full year data (Revenue, Operating 
profit and Staff cost) to Etteplan Oyj’s corresponding parameters for 2006. This will then 
represent Etteplan Oyj including a full year of Tekninkpartner which will be compared with the 
same baseline of Etteplan Oyj for 2008 with the only difference that Gesab AB is included in the 
data for 2008. 

2007 was excluded because that is when the M&A took place with Gesab AB and 2009 was 
excluded because the separation was evident and could be seen in the annual report figures. 2008 
was considered to have the best M&A fit in the comparison since it was post-merger and the 
automotive crisis came late in the year for Etteplan AB as well as for Oyj and, hence, the effect of 
the crisis is evident in the annual report of 2009, but less in 2008.  

By analysing the data column (ΔETP+G) inTable 12 and focusing on revenue only, an increase in 
revenue by 29% between 2006 and 2008 could be found. The column (ΔETP+G) represents 
Etteplan Oyj+Gesab’s revenue 2006 with the now larger Etteplan Oyj 2008 which at this time 
included Gesab. As can be seen in section 5.3.1 the average industry growth index for industrial 
technique consultancy companies was concluded to be between 30-33%. Etteplans performance 
of 29% is in line with the average growth. 

Staff cost increased in line with the revenue. 

The increase in operating profit was 51% for the three years 2006 to 2008 Table 12. As can be 
seen in the later part of section 5.3.1 the average industry growth index for Profit for financial 
year of the industrial technique consultancy companies was 62% for the 30 biggest in Finland 
(assume same growth index also for Operating profit). Etteplans performance of 51% is below 
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the average growth, but considering the uncertainty in the estimate of 62%, also Operating profit 
could be considered to be in line with the average growth. 

As a summary the growth Etteplan Oyj performed pre M&A to post M&A by acquiring Gesab 
was substantial, but so was also the stock market and market growth in the industry technique 
consultancy sector during this time, both in Sweden and in Finland. We could therefore find no 
evidence of any over performance or larger synergy effects relating to the M&A performed by 
Etteplan Oyj in 2007 in our analysis. 

 
Documents such as letters, memoranda, e-mail correspondence, administrative internal 
documents, news clippings and media articles are a useful set of data even if they aren’t accurate 
all the time. In this thesis we chose to include documents as a fourth source of information to the 
triangulation method applied. We wanted to collect as much data as possible to get stronger 
confirmatory evidence and focused our attention to news clippings and media articles on the 
internet and newspapers. 
 
In the business press Företagsmagazinet we found an article about our case company and their 
statements about the merger. The interview is given by the acquired company’s CEO:   
 
“Etteplan is a Finnish company listed on the Helsinki Stock Exchange. There are roughly equal shares of the 
company located in Finland and Sweden with about 1000 employees in each country. In addition 100 employees 
in China and a smaller unit in Italy. Etteplan;s goal is to be a leading player in Scandinavia and globally in the 
long term. 
 
”Since 2001, a number of consulting companies has been bought in Sweden and is incorporated or are being 
integrated. Gesab, that principally has its customers within the automotive and aerospace industries, was acquired 
because Etteplan wanted more automotive technical expertise to its portfolio and to have the automotive industry as 
potential customers” 
 
The motivation given by Gesab;s management in this article is that Gesab was acquired because 
Etteplan wanted to increase its customer base within the automotive and aerospace industry. 
Etteplan wanted to acquire more automotive competence and increase their portfolio of services 
to new markets.  
 
In the World Services Group press release by Delphi & Co in 2007 July we found some 
information about the financial transaction. It states that Libra has acquired the majority of 
Gesab;s shares but that the purchase price is not definite but will maximally amount to SEK 
82,000,000.  
 
According to the press release in Februari 2008 by Avantus which is a consultancy company 
within M&A, Gesab;s board of directors was looking for a company to be acquired of in year 
2006 to strengthen its market position. “Divestment of Etteplan creates the right opportunities for Gesab” 
said Avantus. It was evident that the strong pace of consolidation in the industry, both within 
and outside the country effected smaller companies such as Gesab which meant that Gesab had 
to get bigger in size to compete for customers such as Volvo and SAAB. Avantus conducted 
along with Gesab;s management and board of directors an analysis to asses Gesab;s potential to 
drive the development on its own.  
 
“The analysis result was quite clear. Customers, such as Volvo and SAAB; ambition of ever shorter development 
times for new products, meant that engineering consultants must take responsibility for much more extensive 
development, while the projects are becoming more international and involves multiple markets. Market drivers and 
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trends, the lack of suitable acquisition targets and the company’s main shareholders were in a clear generational 
shift. This led to a natural decision by the board of directors and the principal owners of Gesab”.  
 
Avantus helped Gesab by identifying possible target companies which corresponded with Gesab 
ambitions and strategies and of course also based on the price shareholders would receive at the 
transaction.   
 
“The leading Gesab offered totally the best conditions and the best terms and a deal was made 
up during the summer about six months after project was initiated”.  
 
Euroinvestors press release in 04/07/2007 talks about the M&A transaction between Etteplan 
and Gesab with more details. The following is stated: 
 
“In 2006 Gesab consolidated revenue amounted to SEK 163.5 million and the consolidated operating profit to 
SEK 10.5 million. Gesab;s total assets at 31 December 2006 stood at SEK 53.3 million. During the past years 
Gesab business operations have grown significantly with increasing profits as a result. The company is expected to 
grow and the profitability is expected to remain on good level also during 2007.  At the time of the signing of the 
contract Etteplan buys 58.0% of the shares and 73.4% of the voting rights from the sellers which are the main 
owners of the company. The main owners have also negotiated conditions through which the minor shareholders can 
accede to the contract in which case Etteplan´s share of ownership could increase to 100%.  
 
The purchase price for 100% of the shares in Gesab will amount at the most to SEK 82 million. The definitive 
purchase price will depend on Gesabs's equity position as per 30 June 2007 as well as the financial performance 
during 2007. The consideration will be paid in cash. The closing of the transaction is expected to take place in 
September. Following closing of the transaction Gesab will become a part of Etteplans's Swedish operations. Gesab 
is planned to continue as its own entity within the Etteplan's Group and to develop its business according to jointly 
developed strategies and direction. According to the CEO of Etteplan the acquisition supports company's growth 
strategy in the Scandinavia. It further strengthens the groups competence and market position especially as a 
supplier in the automotive and aerospace industries in the Nordic Countries.  
 
Gesab's operations significantly support the service to Etteplan's existing key customers and as a consequence of the 
acquisition Etteplan can provide its customers significantly widened service offering. In addition the transaction 
further strengthens the realization of synergies between Etteplan's Swedish companies. The number of Etteplan 
Group's personnel in Sweden increases as a consequence of the transaction to nearly 900 persons.  
 
For Gesab becoming a part of a larger design sector group provide better possibilities to carry out comprehensive 
design projects, to develop and widen the operations and to expand the client base. As a consequence of the 
transaction the company's position in the market will strengthen.  Etteplan is one of the largest companies in the 
Nordic Countries providing industrial technology design and expert services. The company supplies high-quality 
services for its customers for production and product development processes. The core areas of expertise are 
mechanical engineering, automation design and information design as well as software development and electronics 
design”.  
 
What all of these press articles have in common is that they bring forward the same kind of 
information more or less. We haven’t seen any discussions about hidden motives or how 
personnel will benefit from the M&A transaction. There are neither any discussions nor 
mentioning of cultural assessments or cultural fits between the two companies in the articles. It is 
strictly finance related information presented and a presentation of each company’s markets and 
their market expansion plans.  
 
Avantus which was responsible for the M&A transaction hasn’t mentioned nor talked about how 
Etteplan and Gesab cultural could fit together in their reports.  
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With a total number of 38% on the positive side shows that the Finance sub-unit group (which 
includes the shareholders) does gain from the Acquisition with 38% (+100% is maximum and 
indicates full advantage for the acquisition). 
 
On question F3 and F6 (“Increase/decrease of service and product offer?” and “Has access been 
granted to professional expertise from other parts of the corporate group after the merger?”) the 
result is significantly reliable since all 4 interviewees answered exactly the same. That the 
company did improve in product offer and professional expertise. 
 
These answers are also validated by the findings in the document chapter above where findings in 
literature, according to below are in line with the interview answers. 
 
“For Gesab becoming a part of a larger design sector group provide better possibilities to carry out comprehensive 
design projects, to develop and widen the operations and to expand the client base. As a consequence of the 
transaction the company's position in the market will strengthen.” 
 
“According to the CEO of Etteplan the acquisition supports company's growth strategy in Scandinavia. It further 
strengthens the group’s competence and market position especially as a supplier in the automotive and aerospace 
industries in the Nordic Countries.” 
 
“Gesab's operations significantly support the service to Etteplan's existing key customers and as a consequence of 
the acquisition Etteplan can provide its customers significantly widened service offering.” 
 
In Table 7 in financial KPI data the sales (revenue) increases by 40% from year 2006 to 2008 
which also indicates an improved sales capability, which could have to do with increased product 
portfolio. 
 
On question F4, F12 and F14 (Increase/decrease overhead expenses?, What were your 
company's weaknesses before / after the merger? and Did the number of management level 
increase or did it become a flatter organization?) three out of four answered in a similar manner, 
that the overhead expenses did increase, less weaknesses after the acquisition and that the 
organization became, or at least if felt like it became, more hierarchical with more reporting 
levels. 
 
On overhead expenses one respondent said the intension was to decrease overhead expenses, 
but the reorganization by centralizing functions did not work out the way it should, ”it became 
wrong”, and the overhead expenses could not be reduced. A management fee (mother company 
fee) was also introduced with Etteplan as an owner on 2.5% which did not exist before the 
acquisition. As another respondent said “we were quite saving back before at Gesab time”. The 
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third respondent just said “I think it increased, we were very Lean with low overhead expenses 
back at Gesab time”. 
 
On Weakneses actually all four respondents in agreement that they were reduced after the 
acquisition on product and technology, however one respondent claimed that a few new ones 
were introduced instead on teambuilding and loyalty making it even out. 
 
If the organization became more hierarchical the answers are copied from the sub-unit 
management which is the master for this indicator and the sub-unit Finance serves as a slave for 
this specific question. The reason is that a more hierarchical organization could serve one 
purpose for management, but it could be the opposite for Finance who has to pay for it. The 
analysis will therefore be performed in the management section. 
 
These answers are also supported by the articles found and described in the Documents chapter 
5.4. 
“In addition the transaction further strengthens the realization of synergies between Etteplan's Swedish companies. 
The number of Etteplan Group's personnel in Sweden increases as a consequence of the transaction to nearly 900 
persons.” 
 
It is especially evident in the finance KPI results in chapter 5.3 Arcival Records where it could be 
found that the staff cost increased significantly between the years 2006 to 2008 and so also the 
number of Personnel which are in line with the interview answers on F4 and F14, that the 
overhead expenses did increase and that the organization became, or at least if felt like it became, 
more hierarchical with more reporting levels. 
 
The interview answer on F12, “less weaknesses after the acquisition” is supported by the 
document findings described after interview answers F3 and F6 just above. The rest of the 
answer were 50/50 or don’t now or can’t say whether the finance sub-unit group did benefit 
from the acquisition or not. 

 
 
Starting with the focused interview data, the indicator sum was minus 9% indicating that the 
personnel subunit does not gain from the acquisition. Examining the level 1 question included in 
Table 8, there are four questions were the respondents are giving similar answers.  
 
All respondents’ expresses that it was not possible to maintain the brand image towards 
customers after the acquisition, see P11 in (Table 8). This is considered negative as the team spirit 
and loyalty towards the new brand could become weaker than pre-merger. The conditions to 
become a shareholder of the company also changed in a negative way due to the integration P9 in 
(Table 8), which also hinders the creation of personnel commitment towards the new company. 
Also on the negative side, the merger caused consultants to switch wage-setting manager P7 in 
(Table 8).  
 
But on the other hand, the respondents also claimed that the merger resulted in first line 
managers having responsibility of fewer consultants on an average basis than before P8 in (Table 
8). The latter is interesting as Penrose (Penrose, 2011) claims that the lack of excessive capacity 
amongst managers is one of the reasons to why inorganic growth through mergers and 
acquisitions has an advantage towards organic growth, but as we see in the case of Etteplan’s 
acquiring of Gesab, there is an excessive capacity amongst managers albeit first line managers. 
Hence the merger and acquisition cannot be justified by this motive. 
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Apart from these four questions the respondents showed a variety in answers towards the level 1 
question for the Personnel subunit in Table 8. The standard deviation corresponds to 13% 
implying that the overall results from the focused interview could vary between very slightly 
beneficial to slightly negative for the personnel at Gesab. By using additional sources of 
information, such as the open-ended interviews and archival records, the standard deviation 
becomes of minor importance as a triangulation of the results is achieved. 
 
As a second source of information for this subunit, the personnel’s sick leave is reported in the 
Swedish companies’ annual reports. Hence the information is available for Gesab and the merged 
company called Etteplan AB in the archival records chapter. According to Table 8 the sick leave 
for Gesab was 1.6 % for year 2006 whereas the merged company had a sick leave of 1.9 % for 
year 2008. There is a slight percentagewise increase in sick leave but the changes are small and the 
resulting total sick leave is low. Therefore, the results do not indicate that the merger is neither 
beneficial nor negative for the personnel. 
 
The third source of information is the open-ended interviews. The personnel came from a 
company where the company culture was strong, created by an owner / CEO that spent high 
amounts of money on education and recreation, for example through personnel trips to Bahamas 
and Canary Islands, and through employees being shareholders in the company. The owner / 
CEO also invited the personnel to summer events at his cottage which further called for a 
corporate culture where the mood was tremendously familiar. 
 
One of the rationales for selling Gesab to Etteplan was that Gesab would be able to carry out 
their own business and this they were able to do in the beginning. But after a year the integration 
increased and leaned towards the creation of one Etteplan and as a result the collision of 
corporate cultures was a fact. The main problem was not to integrate Gesab into Etteplan but the 
fact that there was no Etteplan Sweden but several more or less independent companies that 
should be molded together. As a result, internal fights occurred between the Swedish units.  
 
The customers were also facing a new brand, especially in the western Sweden and automotive 
industry, while the personnel started to feel as being means of production rather than employees. 
Hence the open-ended interviews lean strongly towards the merger being negative towards the 
employees. 
 
Weber (Weber, Tarba & Rozen Bachar, 2012) states that mergers could be more successful if a 
tailor made post-acquisition integration approach, taking the needed level of integration and the 
cultural differences into account, is implemented. In the case of Etteplan and Gesab, the 
corporate culture differences are clearly high due to the reasons previously mentioned whilst the 
synergy potential is also high as the combined companies could offer larger volumes and a 
broader offer. This calls for a symbiosis approach, which lies in line with the communicated 
intentions of Etteplan during the pre-merger and early merger phase. 
 
But as the intention switched towards a fully integrated Swedish Etteplan company, the strategy 
was changed towards an absorption strategy while the cultural differences remained. As the 
turnover rate of personnel in consultancy engineering companies is rather high on a general basis, 
it is likely that the integration of corporate cultures could occur in due time which would make it 
possible to switch strategy towards an absorption strategy. But as the plan was stressed the clash 
was a fact, and clearly this was a negative experience for the employees. 
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When Etteplan acquired Gesab, it was not the first acquisition of an engineering consultant 
business to be accomplished, Etteplan had acquired both JA Produktuveckling in 2003 and 
Teknikpartner in 2006 before Gesab was acquired in 2007 (Figure 16). As a result of this the 
company had a profound experience of acquisitions and knew the importance of carrying out a 
due-diligence before embarking on the acquisition route, as supported by two respondents from 
the focused interviews. The due-diligence is of importance to the subunit management as it 
signals that the management has requested unbiased financial information before the acquisition 
is carried out to support the decision. If a due-diligence is not used, it can be a signal of hidden 
management motives such as empire building where the decision is more beneficial for the 
management than the company and its shareholders. In the case of Etteplan, no such motives 
can be seen, on contrary, the decision rested on a solid financial foundation. 
 
Looking back upon the history of acquisitions that Etteplan had carried out at the Swedish 
market, it is easy to draw the conclusion that Etteplan wanted to achieve growth at the Swedish 
market, which is also supported by one of the respondent during an open-ended interview 
(Respondent D). Turning to the theories of Penrose, she implies that one of the drivers behind 
inorganic growth through mergers and acquisitions is that the acquirer gets additional 
management capacity, needed to handle the new resources, through the acquisition (Penrose, 
2011). This is important if the acquiring firm does not have excessive management capacity that 
can be used for organic growth. But in the case of Etteplan’s acquiring of Gesab, the number of 
employees that each first line manager were in command of was decreased significantly after the 
acquisition according to three respondents in the focused interview (P8 in Table 8). So Etteplan 
had excessive management capacity at hands when Gesab was acquired, at least if looking at the 
first line managers. 
 
It is therefore likely to believe that the main driver to why Etteplan turned towards inorganic 
growth through mergers and acquisitions instead of organic growth is that they wanted a rapid 
growth. The history of acquisitions also supports this as a major acquisition was carried out each 
second year on an average. As a result of the increased number of first line managers, the 
organization did not become flatter or more trimmed but rather the opposite according to three 
respondents (L2 in Table 9). Clearly, the increased number of managers and the more complex 
organizational chart is beneficial for the management as more positions are introduced and the 
possibilities to advance in position are increased.  
 
Returning to the discussion about speed of growth, Etteplan had acquired a major company 
every second year on an average. The merger strategy leans towards a symbiosis approach 
(Weber, Tarba & Bachar, 2012) where the companies remains intact, which is typical for mergers 
where the corporate culture differences and the synergy potential is high. To give the merger a 
good start integration teams were set up by the management early on in the acquisition process 
according to one respondent during the open-ended interviews. But this came to a change a year 
after the acquisition of Gesab. At that time the strategy switched from a symbiosis approach to 
an absorption approach where all the companies should use the Etteplan brand in order to create 
one common Etteplan. The switch in strategy was hard to pull off in such a short time as the 
cultural differences were so large and as a result a cultural clash occurred. Two respondents from 
the focused interviews also stated that the management had not clearly communicated the results 
from the acquisition (L5 in Table 9) and that there was a feeling that the management has not 
followed up these results and taken corrective measures when needed (L6 in Table 9).  
 
Clearly, the integration process was accelerated severely and the employees did not feel informed 
about the actions nor felt that the actions were right which resulted in a loss of commitment 
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from the employees. The acceleration also spurred lots of internal fights amongst managers 
according to one respondent, as an example the economic administration should have been 
centralized but this failed as another company that were to be merged did not accept the quality 
of the services and hence kept their own resources. Hence we can see that the companies that 
should have been merged into one Etteplan took on an empire building approach where 
administrative services were present at several locations instead of a more cost effective 
centralization. Etteplan upper management was not accountable for this empire building but 
rather the companies to be merged and their CEOs.  
 
What upper management of Etteplan could have done though is to have a more cautious and 
slow approach when they chose to switch merging strategy as cultural differences are the most 
frequently quoted reasons for failure in mergers and acquisitions, as previously stated in the 
theoretical framework chapter in this thesis. There are a massive amount of studies that comes to 
this conclusion (Habeck, Kröger & Träm, 2000; Buono & Bowditch 2003; Sundberg & Sjödahl, 
2012). As the new CEO were coming from a more industrial and production based company 
culture it is reasonable to believe that the challenges that the engineering consultancy business 
pose, where much of the company resources are limited to the employees, were rather unknown. 
 
To summarize so far, the upper management has benefitted from the acquisition and merger 
through increased number of manager positions and more advanced positions. Management of 
the integrated companies has also turned towards empire building by refusing integration of 
services by keeping administrative functions, which will be less cost effective for the company as 
a whole. But what about compensation and the sheer size of the new organization, how has this 
affected the management actions? 
 
Three respondents stated that there is a feeling that the management group salaries were 
increased as a result of the merger (L1 in Table 9) and two of the respondents has claimed a 
feeling that the management in total wins on the merger (L7 in Table 9). This is not something 
unique for Etteplans acquiring of Gesab as an increase in scope of work for upper management 
should result in an increased compensation but nevertheless it does imply that the management 
may have personal reasons to carry out the acquisition of Gesab. 

At last, examining Table 12 the number of employees increased from 1501 (year 2006) to 2188 
(year 2008) for the parent company to Etteplan. This can of course have strict financial reasons, 
but an increase of staff is also a driver for empire building where managers are more interested in 
increasing their staffing levels in the business than to develop shareholder value. Hence the 
increase in staff also signals a risk of empire building, which is beneficial for management. 
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In the main explanation / study proposition we concluded that the company gained from a 
financial and management perspective due to the merger. We also concluded that the personnel 
did not gain from the merger, instead they presented a slightly negative view towards it. 
 
A rival explanation to these findings is that the results include the effects of other mergers or 
acquisitions carried out at the same time by Etteplan. Recapturing Figure 16 we see that Etteplan 
has carried out several other acquisitions, amongst them two major when JA Produktuvteckling 
AB was acquired in 2003 and Teknikpartner AB in 2006. Gesab on the other hand was acquired 
in 2007 and hence this gives us the possibility to minimize the risk of having the results 
influenced by the other acquiring by focusing on year 2006 for the Gesab results and year 2008 
for the merged company. 
 
Another rival explanation to the results is that the automotive crisis that struck western Sweden 
hard in quarter four 2008 has influenced the results negatively. Above all, this would imply that 
the financial results would be far worse than before the crisis and that the personnel would most 
likely react negative to the crisis, as employees would be laid off. In order to avoid this bias, the 
case study investigators have focused on year 2008 results for the merged company. In quarter 
four 2008 consultants services needed within the automotive industry declined severely, but as 
the automotive customers requires 60 days to payment the decline in sales would not have an 
impact on year 2008 results due to the crisis.  
 
Instead, the impact would come in January 2009. On top of this, the former Gesab consultants 
were somewhat spared from this. As an example, Respondent C mentioned in the response to 
question F13 that only 10 out of 400 consultants at Volvo Car Corporation that was sent home 
were from Gesab, as Gesab mainly used experienced engineers.  
 
As a summary we therefore conclude that the automotive industry crisis is not likely to influence 
the results and present a rival explanation. We also conclude that the other acquisitions carried 
out by Etteplan occurred a minimum of 1 year earlier than the Gesab acquisition, which should 
give us a fair chance of examining the effects of Etteplans acquiring of Gesab. 
 

 
 
Considering all three sub-unit group’s together one can conclude that the management team 
gained out of this specific Acquisition together with the Finance sub unit group (which includes 
the shareholders and reflect the company value). However, it is not possible to quantify with how 
much since the absolute value would be too much dependent on the number of questions and 
the design of those (see Table 7 and Table 9). 
 
The personnel sub-unit group on the other hand would have gained most if the acquisition were 
not performed, since the indicator value turns out to be negative (see Table 8). With other words, 
this group was better off in the old company. 
 
Etteplan acquired Gesab and let them carry out their own business, the cultural differences were 
present but the mutual gain from a merger were high for both companies why a symbiosis 
merger strategy (Weber, Tarba & Bachar, 2012) was implemented. Gesab could make use of 
Etteplans competencies within electronics whereas Etteplan gained a wider customer base, for 
example by an entrance into the aerospace sector.  
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The acquisition was well communicated and the Gesab employees were given a promise to 
remain independent for time to come. In year 2008 the business was about to change at Etteplan 
Oyj as a new CEO stepped in. Instead of having a portfolio of different consultancy engineering 
companies in Sweden, the companies should be merged into one Etteplan. 
 
This meant that the implemented symbiosis merger strategy was changed towards an absorption 
merger strategy (Weber, Tarba & Bachar, 2012), despite the still present cultural changes between 
the companies, and the communication got worse. 
 
At the end of year 2008, in quarter four, the automotive crisis struck Sweden with full force. This 
was a crisis that shook Etteplan’s Swedish operations deeply as a great deal of the consultants 
was working for customers within the automotive business as Saab Automobile, Volvo Car 
Coperation, Scania etc. It became obvious that Gesab, who carried out business in aerospace 
section in addition to the automotive, and mostly used experienced consultants managed quite 
well through out this crisis whereas the other sister companies in Etteplan managed far worse as 
some were more or less directed towards one and only one customer, as in the case of 
Teknikpartner who relied heavily on Volvo Car Corporation.  
 
By combining a severe industrial crisis with a cultural clash that occurred as a result of the 
strategy to unify the Swedish operations it became clear that the personnel of Gesab did not 
benefit from this. 
 
Even though there was a disturbance by a crisis in the middle of the acquisition, one can draw 
some conclusion of the implementation anyhow. There is clear evidence of sub-optimization. 
One example is that even though there was a corporate decision to centralize all finance 
resources to Västerås, it did not happen. Resources were kept locally at the Gothenburg office, 
for good reasons, since the invoice failure rate was about 50% according to one interviewee.  
 
The CEO of the Swedish Etteplan group should have reacted and when he didn’t do it the CEO 
of Etteplan Oyj should have reacted. But no one did. The M&A wave went on too fast for that. 
This was also indicated by one interviewee. “The M&A wave should have been slower, one 
company each or each second year”. One reason to all the sub-optimization could have been 
Prestige. Every company manager looked after his own firm in the first place. 
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As a summary of this single case study of an M&A in Sweden between contracting companies, 
let’s review our research questions once more. 
 

1. How does the corporate value evolve pre-merger to post-merger, for the 
shareholders? I.e. is there any other factor, than maximizing corporate values? 

 
2. Who benefits from a merger, the management, employees or the shareholders? 

The answer to these questions, the result of the findings of this study will be reviewed below. 
 

 
In the scientific literature there seems to be a majority of the literature that claims that most of 
the M&A fail (Bulent, 2005; Cartwright & Cooper, 1996; Hazelkorn, 2004; Thomson & Nichols, 
2010; Habeck, Kröger & Träm, 2000; Buono & Bowditch, 2003; Sundberg & Sjödahl, 2012)  
 
According to the former CEO of Etteplan AB, Etteplan Oyj needed to expand their product 
portfolio since the business in Finland was considered not to be big enough to continue to grow. 
Etteplan Oyj needed therefore to broaden their business both geographically as well as the 
product portfolio. The Swedish market was four times as big and at that time considered to be 
what Etteplan Oyj was looking for. However, was it a correct decision, the answers to the 
research question will be guiding.  
 
Let’s review the research questions once more followed by the answers. 
 

How does the corporate value evolve pre-merger to post-merger, for the shareholders? I.e. is 
there any other factor, than maximizing corporate values? 

To answer this research question we need to look deeper into the financial data, to see if “1+1” is 
more or less than two individual companies. By looking at column ΔETP+G06->08 in Table 12 
which is Etteplan Oyj and Gesab’s financial data added together for the pre-merger year 2006 
compared to the post-merger year 2008:th financial data. It is seen that revenue has increased by 
29% and Operating profit even more (51%), but compared to the industry index discussed in 
5.3.1 this is more or less in line with the average growth in Finland for the 30 biggest industry 
technique consultancy companies, which Etteplan belongs to. The plain answer is therefore no, 
we cannot see any synergy effects or additional growth on revenue and Operating profit pre- to 
post M&A which otherwise would have occurred as separate entities. However, the shareholders 
did benefit. The stock were sky rocketing during the merger years increasing the full amount of 
the acquired company according to Respondent C as shown in Figure 19, but the corporate value 
when it relates to Revenue and Operating Profit, which is the base line for dividend, did not gain. 
 
One have to bear in mind that the analysis is performed the year after the acquisition and that the 
business did not had time to consolidate enough, but due to other circumstances discussed earlier 
in 5.3 this was the only possibility due to the actions out of the total collapse in Automotive 
industry, which started in the other half of 2008 and continued in 2009. The Automotive industry 
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collapse did not have any major financial affects until quarter 1 in 2009 though as the customers 
has 60 days payment period.  
 

Who benefits most from a merger, the management, employees or the shareholders? 

The indicators from the focused interview shows very clearly that the management benefit from 
the merger by summing up to a grand total of 33% on a scale between -100 to +100%, where a 
positive sign equals a positive outcome and a negative sign a negative outcome for the subunit 
management. In addition to this, the archival records show a tremendous increase in personnel 
for the main company Etteplan Oyj from roughly 1500 employees’ nearly 2200 employees. 
 
The indicators from the focused interview also show that the finance, representing shareholders, 
reaps a great benefit from the merger by summing up to a grand total of 30% on the same scale 
as previously mentioned. In addition to this, archival records as in annual reports shows that 
Etteplan Oyj sales increases by 29% from pre- to post-merger and documents indicates realized 
synergies from the merger. 
 
Personnel did not benefit, they would have benefitted more in the old set-up as shown by a slight 
negative grand total of minus 9% from the indicators from the focused interviews. The open-
ended interview also shows an abrupt shift in strategy from symbiosis approach to absorption 
approach despite the maintained high cultural differences between the companies. 
 
Other Conclusions except the above direct answers to the research questions coming from all 
the interviews would be that the M&A were perused in a too fast manner, not allowing for 
sufficient time to bring in and consolidate the newly acquired company into the group. It would 
be beneficial according to one respondent if one company was bought every second year 
allowing for sufficient time to fit into the new group. What did happen though was that after 
years of acquisitions the strategy came to a change in 2008, as all acquired company should be 
gathered under the Etteplan brand. This implied that the merger strategy changed from a 
symbiosis strategy that is applicable to companies with high corporate cultural differences but 
large synergy potential into an absorption strategy that is applicable to companies with small 
corporate culture differences but large synergy potential. This did not come without friction as 
the companies to be merged showed lack of confidence for each other, which for example 
resulted in having economic administration at several locations instead of one centralized point 
for the whole Etteplan. A typical sign of empire building amongst the upper management of the 
companies to be merged. 
 
A risk assessment including culture differences was not performed from the beginning. This 
would have been beneficial, especially since the variety were dramatic when it comes to brand 
values from all this new companies. From very high end high rate, high niche company to the 
other end with high volume low rate company. An integration plan to coupe for these culture 
differences would therefore have improved the fast acquisition. This is also proposed by Hoang 
(2007) in Figure 12 where he specifically mention “Formulate an integration plan” as a must in an 
M&A process. 
 
What was really the underlying tactic behind the acquisition wave initiated by Etteplan. 
Several respondents keep on refereeing to fast expansion, but what about other key financial 
figures like maintained profit or more efficient or increased synergy effects? They seem to be 
hidden behind the fast search for increase in revenue. Analyzing the answers from one 
respondent it seems like they try to buy everything that was available and giving no time for 
consolidating before next M&A was up on the agenda and the stock exchange loved the fast and 
furious action (see Figure 19), which might have given extra boost to continue in the same 
manner. 
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9. Figures 
 
 

 
 

Figure 1- Announced M&A Worldwide, 1985-2012 

Source:  
(Imaa-institute.org, 2012, retrieved 2013-03-28) 

 
 
 
 

 
 

Figure 2- Horizontal Mergers, First wave 

Source:  
(Gaughan, 2010, p. 37) 
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Figure 3 - Conglomerate Mergers, Third wave 

 Source:  
(Gaughan, 2010, p. 45) 

 
 
 

 
 

Figure 4 - Before the fourth wave 

 Source:  
(Gaughan, 2010, p. 52) 
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Figure 5 – M&A announcements 1970-2008  

Source;  
(Gaughan, 2010, p. 58) 

 
 

 
 

Figure 6 – Number of U.S M&A 1980-2007 

 Source:  
(Gaughan, 2010, p. 64) 
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Figure 7 - Demand for M&A targets 

 Source:  
(Gaughan, 2010, p. 72) 

 
 

 

 
 

Figure 8 - M&A deals in Sweden with Swedish interests from 1994-2002 

Source; 
 (Sevenius, 2003, p. 29) 

 
 
 
 



 57

 
 

Figure 9 – Number of M&A deals both foreign and domestic 

Source; 
(Sevenius, 2003, p. 30) 

 
 
 
 

 
 

Figure 10 - Total number of M&A deals from 2000-2012 in the Nordic Countries 

Source:  
(Mergerrmarket Group Company, retrieved 2013-04-05 in excel from KPMG) 
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Figure 11 - Activity chain for a successful merger.  
Source:  

(Bulent, 2005) 

 
 

 
 

Figure 12 – Merger & Acquisition process for a buy mandate 
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Operating designs 

 
 

Figure 13 – Different motives to M&A activity 
Source:  

(Sevenius, 2003, p. 44) 
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Figure 14 – The individual`s reaction in a change situation 

Source;  
(Habeck, Kröger & Träm 2000, p. 6) 

 

 
 

Figure 15 – Example of Cultural Assessment 

Source; 
(Habeck, Kröger & Träm 2000, p. 97).   
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Figure 16 - Etteplan: Acquirings and management buy-outs 

 

 
Figure 17 - The Finnish 30 biggest consultancy company groups. 

Source: 
(Cramer, D. 2012) 
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Figure 18 - The Swedish 30 biggest industrial technique consultancy groups. 

Source:  
(Cramer, D. 2012) 

 

 
 

Figure 19 - Etteplan Oyj share price (€) at OMXH 2006-2009 

 


