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“Strategy without tactics is
the slowest route to victory.
Tactics without strategy is

the noise before defeat.”

Sun Tzu — The Art of War
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Overview:

Merger and Acquisitions are a business world
reality. The activity is supposed to bring greater
economies of operation by eliminating
duplicate overhead while also increasing market
share. But, in order to gain these economies
the consolidation of organizations needs to
occur.

Information Technology is a critical component
to organizations both big and small; as a result,
executive management and stakeholders need
to understand the true scope of bringing two
distinct Information Technology departments
together.

Too often executive management does not
factor the strategic opportunity or threat that
the organizations information technology can
bring with it. IT often has the perception of
being another utility that is used within the
company like water or electricity. Instead, IT is
the keeper of critical company data and the
engine that controls the flow of process within
the company.

Merger and Acquisition activity inherently
brings dynamic change. The changes will
challenge the way the organization works and
interacts with customers, employees, suppliers,
and company stakeholders.

The goal of this document is to create
awareness of the IT “factor” in mergers and
acquisitions and the complexity inherent in such
business systems. Additionally, it will and give
success factors, frameworks, templates, and
methodologies that can be used by project
managers and IT leadership during mergers and
acquisitions to achieve IT alignment with
business.

This document is built upon years of experience
helping organizations successfully navigate
information technology consolidations driven
by merger and acquisition activity.

Success Factor 1: Establish
Executive Sponsorship

When starting to look at consolidating
information technology departments from
previously distinct and autonomous
departments, one of the most significant

success factors is having an executive sponsor.

The executive sponsor will be a senior executive
in the corporation that is often at or just below
board level who is responsible to the business
for the success of the project. The person is to
act as the ambassador of the project to the rest
of the business. The roles of the sponsor
include the following.

Understanding the project's complexity

The sponsor does not need to understand the
technical details of the integration plans, but
does need a clear understanding of the overall
goals, milestones, and risk of the project.
Without this understanding, the sponsor will
not be able to support the initiative effectively.

Making sure the project manager and the
team have the skills necessary to execute
the project

The skills required for the success of the project
need to be matched to internal resources
available to the organization. Review both the
project management and technical capacity and
match resources. This is the time that the
sponsor may need to look to outside
contractors or consultancies to fill any gaps in
the internal competencies.



Providing guidance for key business
strategies

The executive sponsor should come from the
business side of the organization and will have
an understanding of the business goals and
objectives of the merger and acquisitions.
These goals should be outlined and form the
foundation of all activity within the information
technology consolidation. This subject will be
further defined in the roadmap section.

Championing the project and the team

The executive sponsor will be the champion or
the “cheerleader” for the project and the team
charged to implement it. The sponsor will use
the political capital of his position in order to
gain acceptance of the project throughout the
organization.

Formally managing the project's scope
Although, projects of this scale will usually have
a project manager that deals with the daily task,
it will be the executive sponsor that will
approve of the project scope, objectives, course
of action, budgets, and timelines.

Ensuring sustained buy-in

As a result of consolidation projects size and
significant timeframe, the sponsor will continue
to update the other management on the
progress of the project. It is his responsibility to
sustain the support for the project by
highlighting successes and progress.

Clearing roadblocks

As a member of the executive management
team, the sponsor will be able to cut through
the politics that the team members may not be
able to do. Merger and accusation |IT
consolidations will be able leverage the
executive sponsor in order to facilitate

cooperation between business groups and even
the different IT departments.

Ensuring that project benefits are realized

The executive sponsor is ultimately responsible
for the project. The sponsor will need to
periodically review the status of the project,
checking that it is on schedule and on budget.
Also, verifying that the project objectives are
being meant within the criteria necessary for
success.

Overview

The executive sponsor plays a critical role to the
success a project, especially a consolidation
within a merger and acquisition. These projects
involve previously distinct companies and
business units, with different cultures, missions,
and capabilities. A high level member of the
organization is necessary to provide leadership
and oversight insight into the project.



Success Factor 2: Understand the
full capabilities of IT within Both

Organizations

In order to begin the consolidation of systems,
it is necessary to have a complete
understanding of the environments that are
going to be brought together. Within this
framework this process is called the discovery.
IT Discoveries are necessary in order to gather
the current inventory of systems and
procedures.

Evaluating the current systems and use

A large part of the discovery process is
interviewing the IT leadership and staff at both
companies prior to the planned merger.
Additionally audit techniques can play an
important part in gaining the technical
inventories like physical machines, servers,
software licensing. During this process the

Stages of IT
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informed by issue.

Strategy.

Managed unit
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Negotiate and

focus should be on what is actually used and
functional.

This process should vyield the following
important data:

1) What are the business critical systems used
by both organizations.

2) How many people use these systems?

3) What are the continuity plans for those
systems?

4) What is the current inventory of hardware
and software?

5) What are the physical locations of critical
systems?

6) What policy and procedures are used within
the IT organizations?

With this data a picture will begin to emerge of

the current information technology
environments in which the consolidation will

need to work.
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Table 1¢ Shows the four stages of IT department development.



Evaluating current resource capacity and
capability

The other key component of the discovery will
be the evaluation of the current staff,
resources, and procedures to substation the
current activity being demanded of the IT
department from the organization. Do not
assume that staff levels will be overlapping and
therefore will be able to be eliminated. The
current levels of activity will grow with the
event of a merger and acquisition. Because
larger organizations are by their very nature
more complex, there will be a greater demand
from the Information Technology department
to meet the need of the business.

The Information technology departments in
companies often grew out of the need to
provide financial packages to the accounting
department. The IT departments usually
reported to the CFO and were viewed as a cost
center to be controlled. Within this model,
companies usually measure IT by looking at the
cost as percentage of total budget or revenue.

The cost model alone does not give an
indication to the strategic value that IT brings to
the organization. Instead, by looking at the way
an IT department manages cost and quality, and
provides innovation and agility, a better picture
to the strategic contribution can be determined.

IT departments should be categorized into four
stages of contribution.

Stages of IT development

All IT departments fall within four stages (Table
1) of maturity that determine the level of
strategic advantage they bring to the
organization in which they operate. These four
phases are

Defensive: At this stage, the IT department is
being allocated minimal budget to accomplish
their job causing the group to focus on system
and service maintenance which reduces the
quality of these services and systems. The
defensive IT stage is also signified by a
constraint  of  resources limiting the
departmental activity to internal politics.
Innovation is also limited due to the minimal

budget and resources.

Reactive: At this stage, the IT department has
enough budget allocation to meet minimal
requirements but not necessarily service level
agreements. The quality of this group is limited
to responding to issues rather trying to prevent
them. This mentality often leads to a higher
overall cost to the company.

Responsive: At the responsive state, IT
departments have bigger budgets allowing
them to proactively plan their spending based
on company goals, enabling them to meet
service level agreements and minimize
reactionary spending. These IT groups are
aware of the company and business unit goals
and align their strategy with them. Being
proactive and better equipped these IT groups
typically have achieved operation efficiency
enabling higher levels of service quality and the
agility to better adapt to business needs.

Strategy-focused: At this stage, IT groups are
operating at the highest levels of competency
and contribution. These IT groups base their
spending on strategic company initiatives and
are thought leaders in the company. IT drives
competitive advantage and participates in
formulating the strategic vision of the company.
Quality of their service is high and agility is
focused on time to deploy new services.



IT Focus Area Current State Future State

Double the use of telecommuters
for the transcriptionist
department.

Acquire three new businesses in
the next three years.

Business Continuity

Security of Network and
Application

Data Backup

Network Infrastructure
Standardization

Remote Access

Office-to-Office Connectivity
Network Management
IT Support and Staffing plan

Business Continuity

Security of Network and
Application

Data Backup

Network Infrastructure
Standardization

Remote Access

Office-to-Office Connectivity
Network Management

IT Support and Staffing plan

No Plan

No control of employee
workstations that connect

Data on remote employee’s
workstations is not backed up.

Clients use home based ISP to
access the VPN concentrator.

Use PPTP VPN to access internal
network applications

Not Applicable
No workstation management
Over the phone support available

No Plan
No designated security staff

Servers use tape library
All infrastructure is currently Cisco

Use PPTP VPN to access internal
network applications

P2P VPN Tunnels
No centralized management tools

Current Staff at capacity

Use secondary site for fail-over

Use quarantine software to force
compliance with antivirus, patch
level, and firewall rules.

Use continuous backup service
from Iron Mountain to ensure
data backups

Standardize on a single ISP
provider that can be controlled by
corporate.

SSL clientless VPN technology

Not Applicable
No need to change service level.

Offer remote assistance software
so that support personnel can
“share” a screen with employees

Use secondary site for fail-over

Increased growth will require a
dedicated resource for security
oversight.

Disk based snapshots
No need to change this standard.

SSL clientless VPN technology

MPLS

Implement Microsoft Operations
Manager

Growth will require additional
support staff.

Table2 ¢ Shows an example of the IT roadmdgusiness goals matrix. This is used to map business goals and needs to IT solutions.



Success Factor 3: Create an IT
Roadmap

Now that the current state of the environments
has been established through the discovery
process, the focus will shift to the end state
design. Having an understanding of the end
goal will allow for proper planning on how the
consolidation effort should be completed. The
framework used to help the organization
develop the end state goals is the IT roadmap.

The roadmap is a means by which an
organization achieves its IT goals as well as
corporate business goals. A successful
roadmap will integrate the business goals into
the planning in order to position the IT
department for the future. Without knowing
the business goals, the IT roadmap is a futile
activity that will not generate a value to the

organization.

By using the IT roadmap-business goals matrix
(Table 2) the company can easily map the goals
of the organization with specific technology
solutions. The IT Roadmap should include
strategy for the following areas:

Business Continuity

This is an IT plan on how the merged business
will continue to use the consolidated IT services
in the event of a disaster. The goal will be to
provide a level of service that cost less to
implement then the cost associated with IT
unavailability. Often the datacenters that each
company brought to the merger can be used as
a “warm-site” for redundancy.

Security of Network and Application

This focus area concentrates on the new
solutions for corporate antivirus, DMZ,
password policies, patch management, and user
provisioning. The two separate organizations

will come to the merger with different
philosophies on security. The roadmap will
need to determine the future policies and
standards.

Data Backup

Data backup is concerned with the ability of the
organization to restore critical data if the need
were to arise. Often these strategies can be
dictated by laws and regulations, so it is
important to include legal counsel when making
these plans. For instance, Sarbanes-Oxley
requires publicly traded companies to maintain
3 years of email that can be presented upon

request.

It is important to understand that a data backup
plan is different than a business continuity plan
because it is concerned with the ability to
retrieve old data. For instance, a mail server
failover plan will not help an IT department
recover an e-mail that was deleted by accident.

Network Infrastructure Standardization
With the growth that comes from a merger or
acquisition, the company does not want to have
multiple platforms to support. When possible,
the roadmap should determine the standard of
hardware and software the company will use.

Remote Access

As more and more work is done outside of the
walls of the office, IT needs to offer the
company systems to a dispersed user base. A
centrally managed remote access solution
should be mapped to the needs of the users
and the potential load the solution is expecting.

Office-to-Office Connectivity

Often the solution that was chosen prior to a
consolidation will no longer be appropriate for
the new business model. The roadmap should
factor in the



Network Management

As the complexity of the network grows with
the addition of users, systems, and sites, there
is an increased need for a formalized network
management strategy. This area should include
the problem escalation procedure, change
control, and log aggregation. This can involve
third party tools are new procedures.

IT Support and Staffing plan

One of the final factors that the roadmap needs
to consider is the capacity of the organizations
IT staff to support the proposed solutions.
During this analysis, a matching of skills sets to
responsibilities should be made. This section
should include additional training or new hires
that will be needed.

Overview

When the IT roadmap is completed, the
organization should have solid
recommendations on future solutions, the
resources needed to maintain them and the
cost and work effort involved with
implementation.

Armed with this information, decision makers
can more accurately judge the cost/benefit of a
consolidated information technology
environment as well as if consolidation is even a

wise investment.

Success Factor 4: Build an
Integrated Team

What often happens during a merger and
acquisition is that the purchasing company will
immediately use its existing IT leadership and
staff to start the process of consolidation.
Policies, procedures, and standards are dictated
to the new group of IT personnel. This behavior
results in hostile environments that are buried
in turf protection and politics.

Environments that are hostile are unproductive
and represent additional management
overhead to deal with the politics. In order to
prevent this from happening, the IT leadership
should make proactive steps to build an

integrated IT team. These actions include:

1) Promote capable management from the
purchased company into roles of decision
making and leadership.

2) Include members from both organizations
into the consolidation planning.

3) Create a team of employees from both
organizations tasked with determining the
“best breed” solutions.

4) IT leadership should spend time on location
with  the purchased companies IT
employees.

5) Leadership should constantly promote a
joint IT vision.

These action steps will help IT management
ease the tension that is usually created in
merger and acquisition scenarios.
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Success Factor 5: Effective

Project Management

Once the other success factors are in place, the
actual IT consolidation can begin. Effective
project management can mean the difference
between a controlled or chaotic consolidation.
Too often downtime and data loss can be
associated with consolidation projects, both of
which can be avoid in most cases be effective
planning. The more seamless the end user
experience can be during the consolidation, the
better the perception of the IT departments
capabilities will be throughout the organization.

Taking the time to develop organization
communication plans, back-out strategies,
quality standards, and review risk will be time
well spent and will add to the success of the
overall project.

A project manager should be responsible for the
follow activates during the consolidation
project:

9 Planning the work or objectives
9 Analysis & Design of objectives and events

Assessing and controlling risk
Estimating resources

Allocation of resources
Assigning tasks

Directing activities

Controlling project execution
Tracking and Reporting progress
Issues Management
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Communicating to stakeholders

The project manager does not need to be
technically knowledgeable, but instead can rely
on subject matter experts to help make decision
and implement specific solutions and task.

Conclusion

The techniques outlined in this document will
aid IT leadership in the task of information
technology consolidation after the merger and
acquisition activity of the organization.
Additionally, some of these techniques can be
employed by IT departments looking for help
with business alignment outside of the scope of
consolidation.



