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The PMI scorecard:
A tool for successfutty batancing the post-merger
i ntegration process

Michael Ruess, Sven C. Voelpel

INTRODUCTION

Mergers and acquisitions are a common phenomenon in the
business wortd, but their failure rate is extremety high.
Atthough numbers vary widely, various studies confirm that
50-80% of att mergers do not achieve their strategic, opera-
tional or financial objectives. The consequences of these
fail.ed objectives are dramatic dectines in customer and
emptoyee satisfaction, in operational efficiency as wetl as
in profitabil.ity and sharehotder vatue.

Why do most mergers and acquisitions faiI to achieve their
goats? These failures can largety be attributed to corporate-
[eve[ executives' incorrect management of the post-merger
integration (PMl) process' action fields. These fietds have
been identified as strategic, structural, personnel, cultural
and stakehotder integration.

Numerous case studies and analyses have focused on these
action fietds, but the integration process is difficutt to man-
age. Atthough corporate-teveI executives shoutd ensure that
the intended objectives are achieved, they often concen-
trate on the personnet, cuttura[, and stakehotder integration
or on the strategic and structural integration. This imbatance
is one of the reasons for a faited PMl. ln contrast, corporate
executives who batance these different integration fietds
succeed. Consequently, the right management of the PMI

process is extremety critical.
It is therefore clear that corporate-tevel executives need

a model with which they can balance these d'ifferent action
fiel.ds. This article introduces such a modet. We start off by
presenting PMI from both the actor and content perspectives;
thereafter, we address PMI by means of the best practice
exampte of Linde's takeover of BOC (British Oxygen Com-
pany). Uttimately, we introduce a PMI scorecard to facititate
the batancing of the action fields.

THE M&A PROCESS FROM THE ACTOR AND
CONTENT PERSPECTIVES

Acquisitions depend on the right timing, the choice of a
suitab[e target company, and a tow takeover price. We hotd
that the right management of the M&.4 (mergers and acquisi-
tions) process atso has a key rote in the success or faiture of a
merger or acquisition. Fig. 1 shows that the M&A process
starts with a decision-making process in which management
identifies a merger or acquisition as a centraI vehicte for their
company's future strategic direction. Atthough the decision-
making process is important for the acquisition and integra-
tion, the PMI is considered critical to the success or failure of
any company acquisitions or mergers, which often fait due to
the mismanagement of the integration process.

Generatly, it is necessary to consider strategic, structura[,
personnet, cuttural, and stakehotder integration during the
decision and integration process. This teads to five action
fietds that must be successfutly managed. ln this respect,
strategic and structurat integration form part of the content
orientation. The main focus of strategic and structural inte-
gration is the etaboration, further definition, and retention of
the basic content characteristics for the PMl. Personnet,
culturat, and stakehotder integration are subsumed under
the actor orientation; the main focus of these is the propaga-
tion, negotiation, and acceptance of the company takeover
among top management and personnel, as well as other
stakeholders.

CONTENT ORIENTATION'S ACTION FIELDS

Strategic integration has the central role due to its over-
arching function. The key question is: What is the strategic
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Figure 'l The MEA Process with its Action Fields.

direction for the companies about to be integrated? Based on
strategic management instruments (e.9., value chain anaty-
sis and portfotio anatysis), the key actions here center on
devel.oping and formutating a clear strategic direction to be
implemented in the course of the PMI process.

Structurat integration comptements strategic integration
and should establish mean'ingful and strategicatty adequate
organizational structures and processes for the two compa-
nies. ldeaLty, actions are taken during the PMI process that lead
to efficient and effective organizationa[ structures and pro-
cesses. lnstruments inctude diagrams depicting the organiza-
tionat structure (e.g., organizational diagrams) and process-

oriented structure (e.g., process anatyses and flow charts).

ACTOR ORIENTATION'S ACTION FIELDS

Personnel integration, which is primarity an internal action
field, centers on the anatysis of the personnel structure,
personnel quatifications, and personnel costs. This anatysis
offers the basis for concrete actions with respect to an
adequate teadership styte, personnet decisions, adequate
incentive systems, coherent personnel development instru-
ments as we[[ as an appropriate communication poticy.

CutturaI integration is considered extremety intransparent
and very diffi cutt to systematize. lt also overtaps with the other
action fietds. Nonethetess, it deveLops a catalytic effect with
respect to strategic, structurat, personnet, and stakehotder
integration. ln general, cultural integration centers on actions
that attow for the establishment of a suitable new company
culture. Possibte cuttural identification measures inctude
document anatyses, emptoyee surveys and workshops to
detect the different existing cuttures. Based on such identi-
fication, concrete actions can be taken to devetop a joint
cutture. ln this respect, measures such as the presentation ofa
new mission statement, the formation of cutturatty atigned
organizational units, a new information poticy, personnel
setections, personnel development decisions and changes to
the incentive system all ptay important ro[es.

Finatty, there is stakeholder integration. Atthough stake-
holders in the private and pubtic sectors differ, there is a
general need to integrate them, as their support is key for

PMI's success. ln the private sector, it is very important to
gain support for a merger from external stakehotders, such as

customers, business partners, or union representatives, as
wetl as internal stakehotders such as employees or work
counciI representatives. Possibte actions to achieve this
inctude stakehotder surveys and an adequate information
poticy.

LINDE's TAKEOVER OF BOC

Linde was a conglomerate untit 2003. lts business portfotio
was characterized by four business fieIds: gases, engineering,
material handting, and refrigeration (see Fig. 2). Linde's top
management and its shareholders were unhappy with Linde's
financial performance. ln particutar, they criticized the low
profit-turnover ratio and the low market capitatization; the
latter became apparent in the congtomerate's large stock
discount.

Linde has changed dramatically since professor Wotfgang
Reitzle was nominated as a new executive board membelin
May 2002, and especialty since he became Linde's new chief
executive officer (CEO) in January 2003. Shortty after his
nominat'ion as CEO, different possibte scenarios about Linde's
future strategic direction were developed under his teader-
ship. The chosen option was "pure gas", i.e., concentrating
on the profitable gas business. This option imptied enormous
investments and the divestment of at least two of the other
three business fietds (i.e., engineering, material handting,
and/or refrigeration). lt was atso ctear that this was tinked to
the acquisition of another, larger gas company.

ln 2004, Linde finatLy sotd its relativety low-profit refrig-
eration business. However, the big surprise came in 2006,
when Linde took over British competitor BOC. This step was
connected to a separation of its materiat handting business in
December 2006. The resutt was a focused gas and ptants
manufacturer with more than 50,000 employees and a turn-
over of more than 12.5 bittion EUR in 2008. Consequently,
Linde became one of the two teading gas companies, in
competition for worldwide market leadership with Air
Liquide. Fig. 3 shows Linde's business portfotio and company
figures for 2008, 2009, and January to June 2010.
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Figure 2 Linde's Business Portfolio and Company Figures for 2003.
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Figure 3 Linde's Business Portfolio and Company Figures for 2008, 2009, and January to June 2010.

Fig. 3 shows that the integration was a clear success,
Through the swift management of the PMI process, Linde also
successfutly overcame the biggest crisis since 1929 in 2008-
2009. Consequently, at the beginning of 2009, Reitzte was
abte to announce: "The integration is finalised. We hove
achieved the synergies that we sought to achieve ot the end
of 2008."

ACTOR_CONTENT INTEGRATION AS A KEY

SUCCESS FACTOR OF THE LINDE_BOC PMI

Based on various pubtications about the Linde-BOC merger,
interviews were conducted with Linde managers in 2006 and
2007 and between October 2009 and May 2010. These inter-
views were comptemented by statements from Reitzle, who
was the responsible top manager for this merger. The gath-
ered data and interviews show that a one-sided focus on
either the actor or content perspective is an obstacte to any
PMI's success. ln contrast, balanced actor-content integra-
tion appears to be a pivotal factor for any PMI's success.

Our research showed that Linde's success in integrating
BOC coutd primarity be attributed to successful content-
actor orientation, which is tinked to various actions on the
part of Linde's top management during the PMI process. ln

respect of content orientation, Linde's top management
carefutly atigned its business model with its future organiza-
tional design. ln respect of actor orientation, Linde's top

management invotved the relevant external and internal
stakehotders and ensured that the new cutture was accep-
table to both companies.

The uttimate success of BOC's acquisition by Linde and its
subsequent integration can only be explained by effectivety
batancing the intertwined actor and content perspectives
during the PMI process. This effect witt be described in some
detail after describing the various action fietds.

CONTENT ORIENTATION ACTION FIELDS

Strategic lntegration

ln respect of the strategic integration, Linde's top manage-
ment had a ctear "divest-to-grow" strategy for its gases

business "with the drive for continuous improvement, inno-
vation and high performance" - as outtined in its corporate
vision. ln order to achieve this, the sate of its refrigeration
and material handting businesses was imperative. ln order to
become the market leader in the gases business, Reitzte
proclaimed "thet we become 'Leadlng' in everything that
we do: in the production, in the processes, in the personnel
development, in the customer sotisfaction, in the quality
and return on investment." "Leadlng", a word coined by
Linde's top management, combines the Engtish word "lead"
with the German abbreviation for engineer, "lng". The word
represents Linde's new strategic direction, ln order to
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achieve this goat and to secure future growth in the gases

sector, Linde and BOC's market positions comptemented one
another very wett. Linde disposed of teading market positions
in Germany, continental Europe, Eastern Europe, and South
America, whereas BOC had teading positions in Engtand, Asia,
the U5, and Africa.

These comptementary market positions were the bas'is for
the strategic integration, which fottowed a glocal approach.
White the different country divisions had enjoyed a relativety
large autonomy at Linde but a retativety strong dependency at
BOC, the new Linde Group, which derived from the Linde-BOC
merger, combined the two - so that the new Linde Group
thought gtobatty but acted tocal.ty. This strategy aItows Linde to
compete and win customers in the foLLowingway: The different
regiona[ divis'ions independentty work the local markets, white
Linde's company headquarters acts to open up attractive
markets worldwide. Linde's top management used the first
three months after the acquisition to communicate this new
company poticy and its new business model throughout both
companies. Consequentty, Linde coutd efficientty harvest
existing markets in which it had a strong position and effec-
tivety devetop and capture new markets on a global scate.

Structu raI I ntegration

For structuraI integration, three best practice teams identified
the best structures and processes in both companies. Accord-
ing to Reitzle, this ted to the "step-by-step" identification of
"best-in-class solutions." ln this respect, the connectedness
with personnet, cultura[, and stakeholder integration was
addressed. Subsequentty, muttipte integration teams were
formed for every country and for company-wide functional
fietds such as lTand accounting. These teams were coordinated
from an integration office at the company's headquarters, This
office harmonized the different initiatives at country and
divisionat levets. The job of the integration teams was to
implement the glocol business model and an effective struc-
tural and process reorganization. The integration office coor-
dinated decisions and actions across different teams, provided
support if needed, and maintained order if required.

The devetopment of a joint structurat and process reor-
ganization was a chattenging task for both companies as the
two companies differed significantly in this respect. White
Linde was more hierarchicatly organized than BOC, both
companies' employees preferred an organizationa[ structure
that tay somewhere between the two. Overa[[, Linde's top
management coordinated the structural integration swiftty
and tightty. According to Reitzte, they "implemented a de-
centralized organizational structure across the group." Suc-
cessful structural integration was reflected in successful
personnet, cuttural, and stakehotder integration.

ACTOR ORIENTATION ACTION FIELDS

Personnel lntegration

Personnel integration ptays a key rote in PMl. At Linde, it
became clear that the early and close'integration of employees
in strategic and structural integration proved very successful.
Linde's top management ensured that a wett-directed and

systematic personnel devetopment system was in ptace,

so as to secure the necessary support for the strategic and
structural changes. No a priori personnel decisions were taken.
ln every case, the best person from both companies was chosen
for a specific task, while top management positions were fitled
first. According to Reitzle: "We have rasterised BOC and
Linde's top managers according to the same evoluation cri-
terio [. . .]. In doing so, itwas not importantwhether somebody
was Germon, lndian, English, French, or American. The best
has won."

This ted to a heatthy mixture, and employees of both
companies could learn from the best. Unfortunatety, com-
parativety moderate job reductions of about 3% of the totat
50,000 positions were also necessary. These reductions were
managed as transparentty as possible and in close cotlabora-
tion with the employee representatives. Linde offered com-
pensation packages and made use of natura[ fluctuation.

Cultural lntegration

According to Reitzte, Linde's top management team was
aware of the importance of the "consideration of cultural
differences of the merging componies" for the strategic and
structurat integration. Therefore, they approached this topic
swiftty and methodicatty. ln a first step, they anonymousty
identified the cultural differences between the two compa-
nies. According to Reitzte, "the values of our new company
were identified in joint teams, which were composed of BOC
and Linde employees." This confirmed the typicat precon-
ceptions about the other company: Linde proved to be more
organized but also more hierarchical, whereas BOC was more
improvising but atso more relationship-oriented and team-
oriented.

The culture (and, consequentty, also the structure)
favored by the emptoyees of both companies was a mixture
of these two cultures. Therefore, Linde's top management
set out " to filter the best from both worlds and to transform
it in a joint culture," as Reitzle noted. This new cutture,
which was reflected in the new Linde Group structure, was
made transparent by the top management and a commu-
nication team. Consequentty, cultural integration was seen
as an essentiat (rather than isotated) part of the success of
the strategic, structurat, and personne[ integration.

Stakeholder lntegration

Linde's top management identified the need to persuade the
different interest groups in the new strategic and structurat
alignment as a key task of the PMI process. Therefore, CEO

Reitzte and Linde's other top managers communicated inten-
sivety with the internal and externat stakehotders and pro-
vided the necessary support. ln order to manage atl this,
Reitzte first set up the communication team as part of the
integration team, as he was aware how "exceptionally
important" it was "fo strike the right note in the commu-
nication" with the different interest groups.

The integration team always had the necessary knowtedge
of the integration process in order to effectivety convey
the need for strategic, structurat, personnel, and cultural
integration to the different interest groups. For this purpose,
a[[ necessary communication channels (e.g,, newsletters, the
intranet, and the lnternet) were used to provide the content of
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the planned organizational and process organization. The
internal stakehotders (i.e., employees) were thus swiftty
and comprehensivety informed of the chosen integration mea-
sures and the pending actions. ln doing so, Linde's top manage-
ment combined short-term success reports with the integrated
company's [ong-term vision. Reitzle's goatwas "toingrate the
employees through early and open communication and to
sustoinably create trust." ln a simitar way, the external
stakeholders were informed about the merger through a cor-
porate identity campaign, corporate advertising, and inter-
views with the top management in l,eading journals.
Consequentty, they managed to exptain the need for the
strategic and structural integration to regulatory authorities,
potiticians, supptiers, distributors, customers, and analysts.

LINDE'S SUCCESS FACTOR: EFFECTIVE
ACTOR_CONTENT BALANCE DURING THE PMI

Our analysis of the Linde-BOC PMI shows that Linde's top
management considered the typicat fietds for action that are
atso discussed in the M&A and PMI titeratures (i.e., strategic,
structurat, personne[, cultura[, and stakehotder integration).
The effective management of these action fietds certainly
contributed to the fact that, atready in 2008, Linde reatized
ptanned synergy effects to the value of 250 mittion EUR. The
factor that best explains Linde's success in taking over BOC is
the batancing of actor and content integration.

Linde pursued a ctear "divest-to-grow" strategy with the
sale of the material handting division and the acquisition of
BOC. The corporate vision was to become "the teading gtobat
gases and engineering company that is admired for its peo-
ple, who provide innovative solutions that make a difference
to the world." ln this respect, the two companies compte-
mented each other very wetl as they showed different
strengths in different markets. Linde's goal of BOC's strategic
integration derived from the fit of the two companies with its
corporate vision. ln this respect, there was certainty some
uncertainty with regard to the best organizational and pro-
cess structure and how employee, culturat, and stakeholder
support coutd be ensured in the course of the PMI process.

The case analysis shows that Linde managed this through
effectivety batancing the actor and content integration with
its different action fields during the PMI process. This batance
was identified as the key success factor of the Linde-BOC

PMl. Linde's top management and CEO Reitzle thus constantty
identified uncertainties in respect to what shoutd be done to
create a common understanding. Consequently, they
balanced the actor and content perspectives throughout.

Such a cyclicol evolutionary and batanced approach, dur-
ing which significant adaptations are made on the actor and
content sides during the PMI process, is usuatty not taken by
managers. This effective mix of analytical and socio-potiticaL
actions exptains effective PMI management. ln contrast, one-
sided actor integration or content integration is the reason
for the more than 50% of fail.ed PMl.

THE PMI SCORECARD: ATOOL FOR
BALANCING THE PMl PROCESS

Our analysis of the key action fields of the PMI process and
their balancing over time raises one very important question:
how can a batance between the actor orientation and the
content orientation within these action fields be achieved
and measured? This question is of high practical retevance
and must be addressed if a company's corporate management
is to successfutty manage a merger or acquisition. Naturatly,
every action field requires specific objectives, measures, and
initiatives aimed at achieving certain targets, These are
unique and dependent on the organization's particular situa-
tion and business. Responsible management and leadership
are ultimately needed to define the objectives and to then
monitor and assess whether or not they have been met.

The individuatity of every enterprise and industry places
the specific chaltenges faced in a ptanned or ongoing merger
or acquisition, as wetl as detailed measurements for every
action fietd, beyond the scope of this article. However, as
ittustrated in Fig. 4, our proposed PMI scorecard can facititate
the assessment, monitoring, and - especiatty - the balancing
of the PMI process.

The PMI scorecard is targety based on the framework of the
M&A process, with its five action fields. Most important, it
incorporates the dynamic and systemic interretatedness of
the identified action fietds. Att five action fietds are repre-
sented in the PMI scorecard. Strategic integration appears at
the top on the teft. lt is intuitive that strategic integration
ptays an important rote during the PMI process.

When batancing the PMI process, it seems obvious to start
with strategic integration and to continue with the other

C0ntent orientation
Action field Obiectives Measures lnitiatives Ttrgets
Strategic
intesration A: /\
Structural
intesration
Personnel
intesration
LUlturai
inteeration
Stakeholder
integrätion

l/ V
Action field Objectives Measures lnitiatives Tarsets

Actor orientation

Figure 4 The PMI Scorecard: AToo[ for Batancing the Post-Merger lntegration Process.
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Content orientation
Action Iield C)biectives X{easures Initiatives Tarsets
Strategic
integration

Focus on tbe
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business

I)ivesture of
rrnrelated business

Sale of two business
fields (refrigeration
antl material
handlins)

Become the leading
gases and engineering
company, as defined
by its corporate vision

Structural
integration

Effective structural
and process re-
organisation

ldentification of best
structures and

Implementation of
the best structures
and nrocesses

Best-in-class structures
and processes

Personnel
integration

Best person for the

specific position
Selection of best
people through
managcnent
appraisal

Appoint the best
manager for the job

Employees should
leam from the best

managers

Cultual
integration

Have the best irom
both cultures and
transform this into a

ioint culture

Identification of
diff'erences betrveen
the two cultures

Conrmunicate and
convey the new
culture to employees

Filter the best of both
cultures and transform
this into a joint culture

Srakeholder
integration

Gain stakeholder
support fbr the new
strategic direction
and structure

Formation of a

communication teailr
Communicate neu'
slntegio direction
(management and
communication teäm)

Convince key
stakeholders of the
strategic direction and
structure

Action field Obiectives Nleasures Initiatives Targets
Actor orientation

Figure 5 An Exampte of the PMI Scorecard Apptication.

action fietds. This more content-oriented approach is most
often used in company strategy planning departments. The
sotid Line in Fig. 4 presents th'is approach and indicates how
specific M&A objectives can be transformed in concrete initia-
tives. This approach starts with the strategic positioning and
structural alignment and continues with tooking for adequate
support. However, there is also the possibil.ity of starting from
the actor orientation, with the stakehotdel culturat, and
personnel integration, and tooking for a suitable strategic
and structurat integration approach. The dotted line in
Fig. 4 presents this actor-oriented approach. Going through
the two loops helps batance the content and actor orientations
and wi[[ lead to more successful. PMls. We recommend that
effective managers assign equaI weight to the two approaches.

The Linde-BOC merger provides a best practice exampte
of how the corporate management of a very successful
company batanced the PMI process,

Fig. 5 exemptifies how Linde's top management batanced
the PMI process. ln practice, there are numerous types of
quatitative (e.9., interviewing and observing) and quantita-
tive (e.9., auditing and surveying) measures to achieve such a
balance. By skittfutty anatyzing, monitoring, steering, and,
simultaneously, batancing the PMI's action fietd, companies
can successfutly manage the merger or acquisition. The PMI

scorecard can be apptied to the merger of two companies or
two organizational units and hetp managers balance the
content and actor orientations.

CONCLUSION

The anatysis of the best practice Linde-BOC merger a[lows for
various conctusions about the management of PMI processes.

One important imptication refers to the inextricabitity of the

content and actor orientations. From the PMI content per-
spective, it is imperative to find the right strategic and struc-
tural direction in order to secure the best strateg'ic
competitive position. From the PMI actor perspective, it is

important to ensure personnet, cultural, and stakeholder
support on behatf of att the actors for the PMI process.

There is a certain tension between the content and actor
orientations. Neither on its own leads to an effective PMI

process. These two orientations are inextricably intertwined.
ln successfuI PMI processes, management apparently effec-
tively balances content and actors over time. As our case
exampte shows, Linde's corporate management and CEO

effectively managed this batance after the acquisition of
BOC and the subsequent PMl.

Managers shoutd infer the fottowing recommendations from
the best practice exampte of the Linde*BOC merger. These
recommendations seem to be justified, as the batancing of the
actor and content orientations during the PMI process is
considered cruciat to the new organization's success, atthough
the content-actor balance depends on the specifics and com-
ptexity of every case. Managers should thus be aware that PMI

management is a dynamic process that is best done within a
framework of constant, cyclical, and reciprocatty atigned
evolution of the content and actor orientations over time.
Consequently, managers must constantly batance the actor
and content orientations if they are to contribute to a success-
fut PMl. The presented PMI scorecard is a tool with which to
batance the actor and content perspectives. Consequentty, it
helps manage the PMI effectively.

To order reprints of this article, please

e-mail reprints@elsevier,com
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