FOUR WEDDINGS   and a FUNERAL: a “Dummies” Guide to Surviving and Amalgamation

Abstract

.

The “Weddings” which are the subject of the title will be:

 Merger of the outdoor staffs of Concord and Drummoyne Councils to form “CanBay” (1977)

 Merger of Deloitte Touche and Tohmatsu (1999)

 Unification of a number of autonomous campuses to form the single University of Western Sydney (2001)

 Amalgamation of Concord and Drummoyne Councils (2000)

The paper will endeavour to understand the motivations and catalysts underlying the proposals; analyse the actions leading up to, and immediately after the amalgamations; reflect on the manner by which they were undertaken; and compare/contrast the successful amalgamations with the less successful. 

Of the four Weddings nominated, the two from local government would appear to have performed poorly when compared with their counterparts in academe and the private sector. The paper will endeavour to reveal why that may have been so.

This paper will elicit the problems that were encountered, with particular reference to the effects that the Mergers had on the stakeholders plus the human resources involved, and examine how they were combated. It will also highlight what can be so often overlooked in a Merger. Your human resource is your absolute major asset.
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Introduction

At a time when local government is once again under pressure from the State Government to undertake “voluntary” amalgamations, it seemed timely and opportune to assess the benefits and costs in human terms that result from Amalgamations and Mergers. Four examples of organizations that have recently experienced mergers are assessed.  They are:


Merger of the outdoor staffs of Concord and Drummoyne Councils to form “CanBay” (1977) 


Unification of University of Western Sydney (2001)

Mergers at Deloitte’s (1999 and ongoing)

Amalgamation of Concord and Drummoyne Councils (2000)

It will be evidenced and concluded that if Mergers are entertained, then the participants, particularly the staffs involved should be actively encouraged to participate in the change process. It will be shown that such an approach will bear fruit in the long term. 

Background

There have been many and varied reasons for undertaking amalgamations and the following would prove that.

 “CanBay” – was to provide member councils (Concord and Drummoyne) with the benefits of a competitive environment without the loss of democratic participation,

 “Unification of University of Western Sydney” – was to overcome problems caused by a plethora of individual autonomous campuses.

 “Deloittes”  - was motivated by a need to have a size of organization capable of undertaking programmes, projects, and activities that would otherwise have been outside its capacity.

 “Concord /Drummoyne Councils” – was motivated by perceived improved efficiencies and effectiveness as a result of non-duplication of services and economies of scale.

“Wedding No.1” - CanBay

Early in 1995, senior members of Concord and Drummoyne Councils held a series of informal meetings, with the view to sharing resources, and creating an organization that would produce mutual benefits for the two councils. The idea gained substance, and a firm of consultants were engaged to ascertain as to whether there was any validity in the perceived benefits which were economies of scale, minimizing the need for change, scope for improvement, potential for site redevelopment, and opportunities for updating work practices Overarching all the above, was the fear of compulsory amalgamation. 

The consultants in their ultimate report offered the following perceived benefits. Productivity gains, economies of scale, competitiveness of operation, disposal of surplus assets, increase career scope for amalgamated staff, and a vehicle for continuous improvement . 

From the outset, it was the intention that there would be no permanent staff retrenchments and that a “voluntary retrenchment” was not an option. However, it was the intention to reduce staff members by attrition, and hence of a possible 150 staff members at the start of the exercise, numbers in time were reduced to 110. A guarantee was given that permanent staff would continue to be employed but not necessarily at the same function as before. Such proved to be the case.

Staff consultation was by way of address or “one-way communication” and dissemination of information was mostly interpretive, quite often based on what was not said rather than what was.
The over-riding Charter for CanBay was that it was to  be market-competitive within three years, and paying its way with only a guaranteed 20% of core work issued by the member councils. How this was to be achieved (in fact it has not) was not clearly articulated, which led to staff anxiety. MPI Consultants (1996) delivered a proposed Implementation Plan, but no proposed Business or Strategy Plan for the new organization. In support of their proposal, they quoted similar ventures, commenting that the process will not be without pain. 

At the time of writing, CanBay should have been market-competitive, and relying on the member Councils for only 20% of its work. This has not been achieved although audits indicate that it is showing a profit. However, staff remains unsettled because of the demise of the partner councils. In its 4 (four) years of existence, CanBay has only produced one Business Plan, and no Public Annual Statement thus it must be queried a to what type of “audit" – certainly not managerial - is carried out each year. 

“Wedding No. 2” – University of Western Sydney

Prior to this year, the “University of Western Sydney” was a federation of 6 (six) campuses, which were increasing. Blacktown was added recently. The University had become unwieldy with each campus being its own entity. The decision was taken in 1998 to unify the whole and create a genuine University of Western Sydney (UWS, 1999). Apart from administrative flaws and problems, burgeoning costs per student had to be contained. The ideology was not so much effectiveness and efficiency (although they were certainly important criteria) as a rationalization of a number of disparate campuses.

Consideration of staff was dealt with in the context that the University was to provide an efficient yet improved service (UWS, 1999). Unlike CanBay that intended to downsize staff after the event, the UWS set a 15 month transition period in which to settle the required numbers and mix of staff into the new organization as determined by its proposed Organization Structure (UWS, 1999). To achieve the required aims, the University set up a complex communication procedure including a web site, and established a number of Work Groups looking into specific staff and other matters. 

Whist it is admitted that, if one of the unlucky ones falling outside of requirements, it would not matter to them how honest the approach was taken, it does appear better that the average, and does appear successful. The concept of “voluntary redundancy” is included, and although in some respects undesirable, is well above minimum requirements and the  “open” approach on what remains ann undesirable and stressful topic seems to have been successful. The manner by which the UWS went about its task was relatively professional, it being noted that the proposal was mooted well before October 99, and definite actions were set in train between that initial time and the 31st December 2000. There were in excess of 30 differing Work Groups considering and reporting back on salient issues. These Work Groups were basically charged with providing a maintained, or ideally, an improved service, whilst at the same time, ensuring that savings did not compromise services. One outcome of the Work Groups and the throughput during the transition period has been the preparation of One and Five Year Plans (UWS, 2000). 

Although it is early days to realistically assess the success of the venture, it would seem that the University would appear to be functioning more efficiently and from the viewpoint of its overall ability to deliver services, more effectively. An initial Annual Report has not yet been produced to assess as to whether the anticipated savings have been realized. In addition, Human Resource matters have not yet been fully bedded down and this is a time of disquiet for many who are affected. 

“Wedding No. 3” -  Deloittes

As opposed to the other organizations mentioned in this paper, Deloitte’s has a history of mergers (acquisitions) and remains on the lookout for more. In Australia alone, during the last decade, it undertook at least five. Unlike the others, the actions are not instigated by shrinking finances but by the need to expand its activities and market share, That Deloitte’s is aware of the pitfalls that are present in such activities is evidenced by a paper that it sponsored (Gullifer and Harink, 2001), wherein they state that a significant body of research indicates that the success rate of mergers and acquisitions is not very high. Emphasised by Gullifer and Harinck (2001) is that any merger or acquisition is merely a component in an holistic corporate strategy; in the instances of Deloittes, the holistic Strategy incorporated the concept of continued growth, currently at 14.1% per annum.

The Deloittes organization is based upon an active corporate culture (called its “Signals”), with Communications, Leadership, and Staff Welfare to the fore. As befits a Company that has been nominated as the "Third Best Employer in Australia”, with a programme of acquisitions/expansions, any fears are not for “right sizing” downward but upward – as a result of introducing increasingly larger workloads. Overall staff are kept well informed, encouraged to participate in proceedings, encouraged to integrate from the acquired organization into the Deloitte culture, and have no fear of immediate direct or indirect lay-offs.

The success seems to have been built on four key issues.

 Consideration as to the long term effects and strategies

 A well thought out and researched proposal in the first place

 An over-riding commitment to the organizations corporate values (its “Signals”)

 A commitment to the well being of its staff, both present and future

The prime barometer for Deloitte’s success in this type of activity is that it is not a “one off”, and that on the successful completion of one merger, others are already planned. Another factor, is that the company, through it experts, also advises others as to how to go about the same activities. Maybe it should have advised Concord and Drummoyne Councils.

“Wedding No.4” – Canada Bay City Council

The Minister for Local Government (July 99) had indicated that he was prepared to defer elections in September of that year, if councils were genuinely holding discussions regarding the possibility of amalgamation. Concord and Drummoyne Councils formally took up the offer. Greg Hoffman Consulting (2000) was engaged to prepare an objective analysis as to the benefits of a proposed amalgamation. As expected, the Report highlighted the usual presumed benefits such as economies of scale, avoidance of duplication of activities, processes, and services, use of specialization, improved accountability and efficiency etc any disadvantages were glossed over. Interpreting the underlying ideology was to (i) – to allay the fear of forced amalgamations (later the difference between “forced” and “voluntary” seemed merely a fine point) and (ii) – following the success of CanBay, the councils decided, “to finish the job” (these latter remarks have in fact been publicly espoused).

From the outset, there was a policy of transparency, and the staff were to be fully informed as to the progress of the proposals and indeed, similarly to the UWS a web site was opened. Information however was not “participatory” and could not be termed two way “communication”. Work Groups were not established. Staff were continually told that they “would not lose their jobs”; in fact the statement was written into the Proclamation of the Amalgamation. However they were also told that they ”may not be doing the same job”, and “consideration would be given to re-training” The same remarks had been made at the establishment of CanBay, which subsequently reduced from a possible 150 staff to 110, with many suffering anxiety problems as a result.

As the proposal progressed, opposition grew. The community was divided; the Councils were divided. The Minister’s original letter of acceptance indicated that the proposal had to have the community’s acquiescence. In the official polls conducted as part of the formal Inquiry process, for the two Councils 78% of the 43% and 70%of the 40% responding respectively were opposed to amalgamation. The Commissioner’s Report (2000) indicated that the samples were not representative, and that further it was contended that as only 31% of the total voters in the two councils were actively opposed to the amalgamation, it followed that 69% must have been in favour. The Minister agreed, and the Proclamation creating the City of Canada Bay Council was announced on 20th September; a date during which residents of the areas concerned would have been distracted with the Olympics which were being staged at the time. 

The Proclamation set an election date as 2nd December 2000, and made no provision for any interim arrangements until that time. Any integrated planning was to be undertaken after the event. As a result of the elections a Council was returned that was opposed to the Amalgamation and which in fact was committed to a policy of “de-amalgamation”.

The new Council had no prior planning (by directive), no community support, no staff support, and finally, no political support. For the first three months, little council business was achieved, although since that time, there have been (reluctant) moves to appoint a General Manager, integrate (most of) the staff into one building, and prepare an integrated (composite) Management Plan and budget. At the time of writing (April, 01), the former is only a combination of previous Management Plans of the previous two Authorities, and the Budget is not reflecting the many financial advantages the initiating Reports espoused. Although there have been Working Groups established, a new organizational structure even in embryonic form remains outstanding, and the new organization still lacks for a Vision and Mission Statement and any sense of direction and purpose. It still functions from the previous two offices as (effectively) two independent organizations. Any benefits of amalgamation remain to be evidenced. The amalgamation is still opposed, although maybe not so ardently as originally.

Comment

Of the four organizations discussed above, it should have been evidenced that, as Deloittes indicated, there cannot be too much pre-planning. In an address to his staff, the CEO, Mr.Lynn Odland (2000) indicated that two thirds of all mergers are unsuccessful. He went on to comment that organizations that plan and build their culture first are within the successful one third. The proof of the pudding is always in the eating. Deloittes has carried out detailed research and planning, and placed a high priority and emphasis on the continued establishment of its culture. The results speak for themselves. They have a strong culture “ and the results have been exciting” (Odland, 2000) no doubt Deloittes does have its detractors, particularly from those about to be “merged or acquired” and being expected to leave their personal and professional comfort zones. 

Of the organizations discussed, the UWS certainly undertook extensive planning, and had the benefit, being a “Unification” that it felt that its culture was already in place. This could be arguable, as each campus would have had its own particular culture. However, the Unification has been carried out successfully, although from isolated anecdotal comments, staff concerns could have been better addressed.

The CanBay Merger certainly had a degree of planning, and indeed had a Charter as to its aims and aspirations adopted prior to commencement. An emphasis on culture was overlooked although subsequent endeavours fairly successfully addressed and the problem although there have since been renewed new anxieties regarding job security and career prospects due to the recent Concord/Drummoyne Amalgamation.

As an organizational exercise, this latter amalgamation would appear to have little to commend it. It has been driven in the light of increasing opposition and hostility. By decree, there was no pre-planning or planning. The organization's Vision, aims and aspirations still remain to be articulated. Cultural values have not been formally addressed, although a number of staff-proposed social occasions had been organized. It would seem likely that the particular culture of the previous Drummoyne Council, whose buildings will ultimately house the near entire staff, will subsume the culture of the previous Concord Council. However, is that so different to an organization being acquired by Deloittes?

Margaret Vickers in a particularly disturbing study of an organizational downsizing exercise (2001) concluded that in many such exercises,common themes of euphemism, rhetoric and deception (she calls them lies) emerge. It is not clear from much of the analysis of the rhetoric etc. from the examples detailed above, whether the comments/statements were really meant to be believed, or whether the recipients merely want to believe them. Either way, the effect on staff, both organizationally and individually is detrimental. During the CanBay creation, the author spent many hours counselling concerned staff, as did the professional appointed under the Councils' Employees Assistance Programme. Counselling sessions have not been minor during the current Concord-Drummoyne merger.

In presenting this paper there is a degree of hypocrisy in that it, too, is founded on a euphemism – the mergers are referred to and analogised as “Weddings”, which in fact has embraced in turn; a Merger; a Unification; an Acquisition; and an Amalgamation. However “wedding” was a better term. They all had the commonality of “coming together”; to coin a phrase, “what Management will join, let no staff member cast asunder”. However no one is asked to show cause why they should not be joined.

Conclusion

For an amalgamation to proceed successfully and expeditiously obviously pre-plan in absolute detail. In addition, reduce the degree of rhetoric to an absolute minimum, ideally eliminate it altogether, and broadly place the correct facts before all affected stakeholders in Plain English. Be open and honest, and provide the facility for affected staff to participate in the planning and 

implementation process. Establish from the outset, the proposed organization’s culture and values, and plan and implement it.

Above all, place your personnel above all else as inviolate and from the outset take into account their well-being, fears, anxieties, and career prospects. 

Failure to commit the above will merely add to the “Divorce “ rate, currently, not the 50% as in the domestic scene, but 67%

Post Script

With one of the above Mergers approaching, “Joe”, one Saturday afternoon went to the local corner shop for some lollies. He never returned. He was found some time later by the Police. The writer attended his funeral. Earlier he had confided his fears concerning the impending merger. 
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[Author’s Note: This paper was written at a time (April 01) when the comments relating to Canada Bay City Council were correct. The subsequent incoming General Manager, Ms. Lea Rosser has since addressed many of the issues – PJW]
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