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If you say the word “culture” around people familiar with mergers and 
acquisition deals you will likely get two schools of thought.

By Barbara Perino and Rebecca Walzak

On September 11, 2001 America changed. From that day forward, who we 
are, how we live, what we value and how we see ourselves as global citizens 
changed forever. In fact the entire culture of our country moved from one 

of openness, tolerance and safety to one of concern, fear and vulnerability. On the 
10thanniversary of that event, we all spent the day reflecting on what we have lost, 
but also on what we have gained. Because even with that horrific event that forced 
a major change in the American culture, we have come to realize that not all that 
resulted was bad. 

As part of that reflection it is also a time to realize that other things change as well. 
One of the most significant changes that occur in our lives is the culture of our working 
environment when the company that we work for is involved in a merger or is acquired 
by another company. While the changes resulting from this type of action are much less 
sudden and horrific, there is no doubt that the individuals who worked for either and/
or both of the organizations that make up the new company are impacted; that the way 
they view themselves and their company will have to change. As part of the series of 
articles that focus on the need for innovation and the resulting change this brings to any 

DOn’t FOrget 
COrpOrate Culture



company, it is critical that we not for-
get that the culture of the organization 
will change as well. This article brings 
awareness of the significance and im-
portance of culture when two companies 
come together to make one. More times 
than not, the people, that element that 
makes a company what it is just as DNA 
is the essence of individuals, tend to be 
ignored. If you say the word “Culture” 
around people familiar with mergers and 
acquisition deals you will likely get two 
schools of thought. One will acknowl-
edge how important culture is to the suc-
cess of the deal or two they will give you 
examples of misalignment that they wit-
nessed or experienced. 

Barbara P. worked for a mid-size com-
pany in the early 2000s that was sold to a 
large corporate conglomerate in the mort-
gage industry. She was in senior manage-
ment and had helped the smaller company 
expand and prosper from earlier days. The 
CEO of the company was very gracious 
and kept her informed of what was going 
to happen and how they were going to be 

impacted, introducing her to key players 
of the new company. Of course, when the 
deal completed things changed. She got to 
keep her title and a compensation package 
was arranged so she didn’t lose anything 
and in fact got to sell more than the former 
core business. New boss, new processes, 
new training – all good but she was also 
told that there were many sales managers 
in this company (old and new) and territo-
ries were being restructured. She was now 
going to be focusing her business energy 
in a much smaller demographic and oh 
by the way, she could no longer service 
xxx or xxx companies who she had cre-
ated strong, successful working relation-
ships with over the years. The bottom 
line, she lasted four months and decided 
the new big company culture wasn’t for 

her. Since then, the big company acquired 
more companies and then started split-
ting business entities off and in the pro-
cess lost a lot of really good people. Even 
today this company is feeling the impact 
of their failure in merging cultures. They 
continue to have a lot of challenges with 
customer service, customer retention, and 
morale of staff.

Another mortgage professional shared 
that her experiences with numerous merg-
ers and acquisitions in the past 13 years 
were both good and bad. Poor communi-
cation became an issue when one party 
thought they knew everything and simply 
took over making decisions without con-
sidering the need to discuss them with 
others. Her suggestion was that all parties 
involved in the decision process go into 
the project believing they can learn from 
one another and make a better, stronger, 
more efficient company. It’s here where 
cultural differences can be identified and 
addressed.

Jeanne D., another mortgage profes-
sional we spoke to was involved in several 

mergers. One example was the acquisi-
tion of SourceOne Mortgage Services by 
CitiMortgage. As part of the Wholesale 
Management team, she was involved in 
the merger. There were rumblings about 
the number of meetings on “best prac-
tices” and comments from leaders “that 
the bank was not going to change how we 
do our business. Staff who understood the 
merger and blended into the new culture 
stayed, others left.

One of the primary issues is that most 
organizations have not yet developed a 
structured process around integrating 
cultures. Why? Because culture involves 
the behavior of people, the business out-
comes they produce and what influences 
the behavior - complex and difficult to 
measure. Too often only those who have 

been burned by not addressing culture, 
truly understand the value of investing 
time and money in cultural integration 
and change. Former CEO of IBM, Louis 
Gerstner wrote in his book Who Says El-
ephants Can’t Dance - “I came to see, in 
my time at IBM, that culture isn’t just one 
aspect of the game – it is the game.”

Most often, business leaders are fo-
cused on getting the deal closed. Integra-
tion teams tend to be more focused on 
getting structures, systems and processes 
integrated. They tend to forget that to ac-
tually make the deal work, the integration 
of the cultures also has to be a main focus. 
A company that typically does not place 
much value on communicating, and com-
municates infrequently or ineffectively, 
will be less likely to take the time to clear-
ly articulate and share the real context of 
the deal beyond what goes to the market 
and press. Without a culture of open and 
regular communication, the company is 
less able to connect well with employees 
to gain their buy-in and support for what 
is required for success in the newly com-
bined organization. Previous articles on 
multi-generation leadership have talked 
about companies with a strong hierarchi-
cal “command and control” style of lead-
ership who are likely to find it difficult to 
accept or appreciate ideas from others. 
If the other company has a collaborative 
style of leadership and culture, there will 
be a misalignment which will cause dif-
ficulties in completing the deal and could 
erode the value of the two merging to-
gether. And good people will probably 
leave from the company with collabora-
tive leadership.

KPMG conducted a study on corpo-
rate culture and found that 83% of all 
mergers and acquisitions failed to produce 
any benefit for the shareholders. Over half 
actually destroyed the value of the trans-
action. This study included over 700 deals 
in a 2 ½ year period. The results of this 
study showed the cause of these failures 
involved the people and cultural differ-
ences. If the mergers/acquisition involved 
foreign companies with different cultures, 
this caused even more failures.  
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More times than not, the people, that element 
that makes a company what it is just as DNA is 
the essence of individuals, tend to be ignored.
“ “



Success of mergers and acquisitions is 
based on operational change where most 
people concentrate and spend their time 
and focus. This includes financial focus 
through valuing the assets, determining 
the price and doing the due diligence. 
Most processes stop here and the deals 
get done. Leaders tend to ignore or dis-
count how the upcoming changes will im-
pact people. Fear sets in, emotions come 
in to play, survival becomes a focus and 
because all these are human traits, they 
tend to be discounted as irrelevant to the 
business transaction. These human chal-
lenges need to be recognized and focused 
on before, during and after the deal is 
started and completed. Productivity, eco-
nomic value and sustained growth can be 
negatively impacted if it’s not. How can 
this be productive you may ask and not 

cause mass hysteria or panic? If the lead-
ers from both companies sit down at the 
initial stage of discussion and talk about 
what needs to happen during the process 
and how they are going to prepare for the 
changes, the success gauge goes up. 

Investment banker, Berkery Noyes 
predicted that mergers and acquisitions in 
the mortgage industry started accelerating 
in 2009 and will continue to do so for a 
several more years. We see this weekly in 
the banking industry when the FDIC pub-
lishes their Friday reports of bank failures 
and acquisitions. Vendors are acquiring 
more and more companies so they can 
become the “soup to nuts” providers for 
the banks and mortgage companies. Fi-
delity and First American have been do-
ing this for years., Equifax, Inc. acquired 
Rapid Reporting, ISGN Solutions, Inc. 

acquired a division of FISERV. Mortgage 
technology companies are joining forces 
enabling the combined company to offer 
efficiencies and new product offerings to 
their clients.

Because of more stringent lending 
guidelines, heavy government involve-
ment through legislation and regulations, 
a paradigm shift is occurring where more 
emphasis is being placed on fraud preven-
tion, quality risk compliance and risk-mit-
igating technology solutions. Noyes says 
there is huge opportunity in the mortgage 
technology arena for companies to merge 
and consolidate. Compliance and audit-
ing solutions used to be considered “like 
to have” and now are considered “need to 
have” which means even more opportunity 
to continue to merge and acquire. The bot-
tom line is that these types of transactions 
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are not going away anytime soon.
Human Capital Institute conducted a 

study in 2007 on leadership and culture 
and the success of M and A transactions 
found that to have the best chance of suc-
cess some basic approaches need to be 
followed. Among these are:

<<< Leaders have to instill in their em-
ployees a level of commitment, engage-
ment, confidence and comfort to work 
through difficult transitions. They need 
to inspire a sense of purpose, coherence, 
community and trust that allows employ-
ees to remain focused and highly engaged 
on the job. A recognized respected leader 
assuming a prominent, visible role can 
be a comforting anchor during a turbu-
lent sea of change. These leaders can be 
instrumental in creating a shared culture 
that embodies the business strategy of the 
new combined organization.

<<< Transformational change is inev-
itable and can be disruptive. The acquir-
ing company creates disruptions around 
boundaries – changes in goals, strategies, 
ways of doing things and customs of the 
old culture.  A good question to ask is 
“how is this going to be dealt with, with 
the least amount of disruption?

<<< 80%-90% of employee behavior 
is determined by the way leaders attend to 
these challenges. Employees look first to 
leaders for guidance about how to react 
and behave, for motivation and for focus. 
Employees want to believe that leadership 
cares about them. When employees are 
convinced that leaders genuinely do care 
about them, they become more open and 
willing to make necessary changes.

<<< Companies that foster a high de-
gree of leadership visibility and involve-
ment during the transition instill a sup-

portive organizational culture with a better 
than average chance of success. What 
leaders say and how they act can inspire 
a shared sense of purpose, coherence, 
community and trust, which enables the 
employees to focus and to remain highly 
engaged during the M&A and post-merg-
er integration. Working on this alignment 
during the first 90 to 100 days is crucial. 

They also reported a case study on the 
acquisition of CIGNA Corp. by Pruden-
tial Financial, Inc. (retirement services) – 
combined total of 2600 employees. Lead-
ership was highly involved in every aspect 
of the integration and was highly visible 
to employees of both organizations. The 
president of Prudential was part of the 
integration team and led a “command 
center” comprised of eight business lead-
ers (equal number from each company) 
who met daily to set direction and track 
the progress. The leadership team was an-
nounced and in place three months before 
the deal was completed. This team im-
mediately focused on building an aligned 
culture, including a strong internal and 
external brand. The new company’s stock 
outperformed the Morgan Stanley Capi-
tal International index by 50% eighteen 
months after the deal closed, demonstrat-
ing the key role of leadership in providing 
positive direction and focus for the new 

business entity’s identity and culture.
By taking time to dig in a little and 

talk, getting various perspectives from the 
leadership team and getting some clarity 
on what people’s roles and expectations 
are will bring a higher level of success to 
the deal. So, the question is how to get the 
leaders to embrace this concept of culture. 
Sometimes it will include putting ego 
aside and reflecting on where they will 
define success in the merger/acquisition. 
Asking oneself, how important are the 
people in all of this and what is the legacy 
I want to leave or create? 

Here are some examples of questions 
regarding culture that should be asked in 
discussions with the leaders:

<<< What is the impact of the merged 
cultures?

<<< How effective are the leaders in 
implementing the transition?

<<< Because the landscape is chang-
ing rapidly, how is the company handling 
conveying the message to the staff?

<<< What are the biggest challenges 
around the upcoming mergers/acquisi-
tion?

<<< What will be different with the 
blending of the cultures?

<<< With the combination old and 
new leaders joining forces, what needs to 
happen to blend the culture, acquiring re-
spect and trust amongst each other? 

Some leaders will take time to reflect 
and embrace the value of including culture 
in the process when they are considering a 
merger/acquisition. They will see that they 
can’t ignore culture if they want to create 
long-term success of the new merged com-
pany and will communicate to the people a 
clear message that they care and offer sup-
port and encouragement. ❖
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