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Chapter 5 Analysis of Post Merger and Acquisition Integration 

Back to Chapter Two, the author stated that one of the main research motives of this thesis is 

to identify the key success factors of post merger and acquisition integration and the 

alignment of the processes and managerial tools that are critical to implement during post 

merger and acquisition integration. 

 

Scott OY, CEO of Globe Union Inc., pointed out that “process management is our DNA. The 

processes from production, research and development to M&A strategy are all standardized at 

Globe Union Inc.” Also, Scott OY emphasized that “integration capability is the most critical 

and challenging part of M&A. Having the right systems and processes enhances 

organizational effectiveness and facilitates coping with changes”32. This is the main objective 

Globe Union developed MA 12333 to guide what need to be done and what to prepare for 

before, during, and after the M&As . Although the processes are standardized, the execution 

part is essential which determine the performance of M&As. 

 

The author examines that Globe Union has developed some processes and steps that echo to 

the key success factors summarized in Chapter Two. In general, the managerial processes and 

tools in post merger and acquisition integration covers broadly from Finance, Human 

Resources, Procurement/Logistics, Information Technology, Legal, and many others 

procedural aspects. In this analysis, the author will address specifically in Finance, Human 

Resources, and Strategy and Process management perspectives which have been considered 

as the core for Globe Union in post merger and acquisition integration. 
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Back to Chapter Two, several surveys were conducted by the business consulting firms on the 

effects of post merger and acquisition integration. The key success factors in post merger and 

acquisition integration from the business literature are summarized as following: 

- Early planning for the integration of the new physical and human assets improve the 

chances of success. 

- Fast-paced integration and early pursuit of available cost savings improve outcomes. 

- Choose integration manager early, define their roles clearly, and provide appropriate 

incentives aligned with the performance. 

- Managers must be cognizant of cultural differences between organizational and avoid 

conflicts, in part, via frequent, tailored communication with employees, customers, and 

stakeholders. 

- Retention of key talents and customers during the initial transition period. 

- Communicate quickly and effectively from the top what plans are for the organization in 

order to guide employees toward the corporate goal. 

- Learning from the merger experience is important to improve future results. 

 

The author examines Globe Union managerial activities and responsiveness in post 

integration and found out that the company had developed several managerial processes and 

systems to enhance the M&A success. Each of the success factors are explained in details. 

 

5.1 KSF34#1 Early Planning for Integration Process 

Early integration planning is almost universally recognized as a way to increase the 

probability of success in a merger or acquisition. The early planning is intended to allow the 

combined firms to obtain the merged-related gains quickly and to build an early period of 
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enthusiasm surrounding the transition. Globe Union obtained this success factor supported by 

a standard Merger and Acquisition Process, called MA 123. MA123 process is mainly 

composed by three phases: the strategic intention, due diligence, and post merger and 

acquisition integration. There is a review and approval team for each phase, the review 

members are from senior management team, assessing the feasibility and approval prior to the 

next M&A step. The three steps are described as follow: 

Phase 1: Identify Strategic Intention 

In this phase, Globe Union identifies M&A opportunities and the strategic intention to acquire 

the targeted company. The assigned M&A team will determine the background of the targeted 

company, potential synergies and risk assessment, and estimate the investment required. There 

are a diverse assessments required prior to proceeding to the formal due diligent process such 

as to determine the return on investment, outline history and forecasts of sales, margin, 

profitability, productivity, channel, product category, competitors, suppliers technology, 

Research & Development, and others. Furthermore, it is also important to determine the 

purchase price and transaction type, the value of acquisition could bring to Globe Union, 

potential factors to devaluate the target company, potential risks from resignation of key 

individual(s), outline of business/integration strategy, resources required for integration, and 

the exit strategy. The due diligent leader will propose the project roll out plan, internal and 

external budget and costs, and prepare some pre-DD legal documents such as letter of intent, 

exclusivity, extended confidential agreement, and other relevant legal documents 

 

Phase 2: Due Diligent Process 

Globe Union analyzes in depth on the intended acquired company. In order to complete the 

required investigative actions to determine whether the deal is beneficial or not, some aspects 
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and procedures have to be checked carefully. According to Ed Paul, some of the general 

aspects for DD process include the following checklist: 

- An extended case background 

- Sales & Marketing Aspects: high impact items, customer base analysis, distribution 

channel analysis, product definition process, pricing and demand analysis, market analysis, 

advertising and promotion, regulatory issues, segmentation analysis, positioning, future 

strategies, historical trends by product and region, suppliers analysis. 

- Manufacturing & Production Aspects: high impact items, manufacturing locations, yields 

and performances, proprietary processes, cost breakdown by product, union issues, 

environmental impact issues, material planning, purchasing, and automation levels. 

- Research & Development Aspects: high impact items, internally developed technology, 

purchased technology, unique design strategies, and techniques, new technologies under 

development, research alliances or partners, key engineering developments and personnel, 

adherence to standards, patent and trademark review, design verification procedures, 

verification of product performance to specification, laboratory levels, long term RD 

roadmap. 

- Human Resources Aspects: high impact items, policies, compensation and benefit package, 

retirement plans, employee turnover rate, employee productivity rate, employee contracts, 

stock options, pending personnel related litigation, sources of the employees, employee 

development strategies, overall cultural assessment. 

- Information Technology Systems Aspects: long term technology roadmap, technology in 

use, internet usage, office applications, software and hardware systems/infrastructure. 

- Legal Aspects: high impact items, corporate structure, Board Directors, bylaws, charters, 

ownership, intellectual property ownership, pending litigations, regulatory issues. 
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- Finance Aspects: accounting and finance policies, verification of financial statements, 

internal policies and procedures, financial system application, auditing statements, 

publicly traded stock performance, banking and investor relations, financial structures, 

in-depth ratio analysis, tax situation. 

- Management Aspects: high impact items, management style, history of top managements, 

promotion strategies, corporate culture development, reporting and evaluation procedures, 

employee development policies. 

After the completion of Due Diligent findings, it is necessary to propose the valuation plan 

and final detail business plan, which includes integration/ restructuring plan. 

 

Phase 3: Post M&A Integration Process 

This is a complex phase and most important of all previous phases. A clear communication 

from the senior managers to the employees on acquired company and parent company 

clarifying the position of the organization. Huang and Kleiner (2004) pointed out that the 

communication has played one of the key roles of successful integration. There are always 

conflicts between the newly acquired and the parent corporation. The changes and additions 

in existing policies and procedures must be handled carefully. It is important to explain the 

changes and discuss the reasons behind for the employees before the new policies or 

procedures are implemented. Not only that, sufficient time must be allowed for employees 

feedback to show the respect and attention. It is not necessary that all of the newly acquired 

employees agree with the policies, but they should understand what they are.  

Globe Union believes that M&A integration is taken into different levels of steps. The easiest 

part is to combine the managerial processes such as accounting system, information 

technology platform or system. Next, it comes to the integration of physical assets, product 
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lines, production systems and technologies. If it is cross border M&As, managing cultural 

differences and diverse managerial viewpoints are often considered the most critical part. This 

agrees to the theory of Shrisvastava (1986), which concluded three integration processes. 

After merger and acquisition, the first one is to engage the combination of operating activities, 

management control and strategic planning levels. The intention is to standardize procedures 

to improve communication between the companies. The second is to monitor and control the 

separate departments in order to attain high quality. The third is to create common goals for 

the departments. 

 

5.2 KSF#2 Clearly Define and Communicate Corporate Goals 

Delivery of the corporate goals is critical and indispensable action in order to success in the 

integration process. It is very important that Globe Union’s top management communicates 

quickly and effectively to the newly acquired company on what the corporate strategies and 

initiatives are and how the acquired companies can support corporate achievement. Globe 

Union delivers its corporate goals throughout the training of Annual Strategic Planning (ASP) 

and Mid-long Term (MLT) strategy to ensure corporate goals are clearly communicated and 

delivered to the acquired company.  

 

Annual Strategic Planning (ASP) Management 

Annual Strategic Planning (sometimes called the operational plan or management plan) has 

become the spirit and part of Globe Union’s culture. ASP determines where Globe Union is 

going over the next year and how it is going to get there structurally and procedural. The ASP 

process is organization-wide, or focused on a major function such as a division, department or 

other major function. Annual Strategic Planning is an important managerial tool and part of 
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Globe Union’s culture. It is an annual business plan derived from Japanese’s corporate 

management which focuses on breakthrough or enhancement-based strategic issues. The 

breakthrough strategies are game changes to acquire new capability, and the enhancement 

strategies strengthen or improve from the current capability.  This management tool was 

developed and implemented by Globe Union for over ten years. According to HY Chou, the 

Chief Officer of Operation of Globe Union, there are some benefits and characteristics of 

ASP: 

- Provides the management to examine internal and external environment in order to 

develop proactive and/or corrective strategies and tactics to react to the market and 

competition. 

- Serves as a performance review tool for management through a regular review mechanism 

to monitor the performance of the actions and a tool to regularly modify tactics to 

proactively react to the market and competition. 

- Provides the ability to integrate resources and enhance communication cross-functionally 

and cross-regionally, ensuring group-wide coordination through a solid linking and 

alignment of all group strategic initiatives.  

- A guideline for annual budget and operating plan development. 

- Provides a tool to enhance the strategic mindset of management. 

- Resources required in the corporate are prioritized and allocated appropriately with clear 

and appropriate team leader, windows and team members assigned.  

 

The ASP is mainly composed of Strategies, Goals and Initiatives. Strategy is a chosen set of 

things to do that will result in significant change or improvement. Goals are an ultimate result 

that can best embody or assess the achievement of a strategy. Initiatives are the content and or 
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direction that needs to be developed in order to achieve strategy.  

 

To the next level development, there will be action steps, owner, target, and progress update. 

Action steps are the physical steps required to support the initiatives. Owner is the individual 

ultimately responsible for the physical achievement of the action steps target. Target is the 

quantitative measurement setting for each of the action steps. Progress update is the monthly 

update chart, and the review of actual achievement against targets. 

 

Globe Union developed Annual Strategic Planning in three phases: 

Phase 1: Planning and Development Phase 

Annual Strategic Planning process is planned and developed around Oct every year It starts 

by conducting some sort of scan and review of Globe Union’s internal and external 

environment shown on Figure 5-1. The ASP planners carefully consider various driving forces 

in the environment, for example, increasing competition, changing demographics or economy 

status, etc. This activity is acronym of SWOT analysis, evaluating Globe Union’s strengths, 

weaknesses, opportunities and threats. The external and internal analyses usually consist of 

the following elements:  

External Analysis 

- Customer analysis: segments, motivation, unmet needs. 

- Competitor analysis: identity, strategic groups, performance, image, objectives, strategies, 

culture, cost structure, strengths, weaknesses. 

- Market analysis: size, projected growth, profitability, entry barriers, cost structure, 

distribution systems, trends, key success factors. 

- Environmental analysis: technology, regulatory, economic, cultural, and demographic. 
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Figure 5-1: Planning and development of ASP management 

 

Source: Company data 

 

Internal Analysis 

- Performance analysis: profitability, sales, shareholder value analysis, customer satisfaction, 

product quality, brand equity, relative cost, new products, employee capability and 

performance, product portfolio analysis. 

- Determinants of strategic options: past and current strategies, strategic problems, 

organizational capabilities and constraints, financial resources and constraints, strengths 

and weaknesses. 
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The main managerial purpose of this phase is converting the strategy into specific 

performance targets. Well-stated strategies should be designed and worded as much as 

possible to be specific, measurable or quantifiable and most importantly contain a deadline for 

achievement and specific owner to execute the strategy objectives. 

 

At some point in the strategic planning and development process, ASP owners must aligned 

with Globe Union’s Group mission statements and mid-long term strategies, discussed and 

agreed by Globe Union top managements.  

 

Another critical development in this phase is the action planning, laying out how the strategic 

goals will be accomplished. Action planning often includes specifying objectives, or specific 

results, with each strategic goal. Therefore, reaching a strategic goal typically involves 

accomplishing a set of objectives. Often, each objective is associated with a tactic, which is 

one of the methods needed to reach an objective. As a result, implementing a strategy 

typically involves implementing a set of tactics along the way. 

 

The action planning also includes specifying responsibilities and timelines with each 

objective, or who needs to do what and by when. It should also include the methods to 

monitor and evaluate the plan, stating how Globe Union is aware of who has done what and 

by when. Furthermore, it is very important that ASP development is linked with budgeting 

process. Budgets specify the financial resources needed to implement the ASP. Budgets also 

depict how the money will be spent. The operating budgets are usually budgets associated 

with the ASP activities and projects over the upcoming year, which are required to make the 

strategy goals and objectives accomplished. 
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Some principles serve as the guideline to follow when Globe Union develops annual strategic 

planning: 

- ASP owners ought to use ASP as a tool to stretch and perform as its full potential and 

deliver the best possible results. 

- ASP is broken down into performance targets for each of different business units, product 

lines, functional departments, and individual work units. ASP is a managerial means to 

enhance and strengthen cross functional and cross regional coordination. 

- It is the duty of senior management to lead the responsibility for crafting, guiding and 

monitoring corporate strategies.  

 

Phase 2:  Execution and Implementation 

This phase is the most demanding and time-consuming part of the strategy management 

process; it is a tough task to convert strategic plans into actions. The ASP owners play an 

important role to motivate people, strengthen company competencies, direct for 

organizational change, nurture a strategic-supportive work climate, and challenge the 

performance targets. There are some principles that Globe Union manage in this phase:35 

- Motivating people to pursue the target objectives by tying incentives and rewards directly 

to the achievement of performance and good strategy execution. 

- Building Globe Union’s culture and work to successful strategy execution. It is very 

important to communicate and educate every employee that they are part of the ASP 

execution and their contribution is valuable. 

- Supporting and allocating resources to the activities or skills required to strategic success. 

- ASPs are reviewed periodically among local ASP leaders and the relevant owners. The 

quarterly reviews are also scheduled among Group Chairman, local ASP leader and 
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relevant ASP owners. There will be an opportunity for ASP owners to remove or redefine 

a strategy, if the goals/initiatives are no longer suitable. 

- Year end assessment appraisal is linked with ASP performance and results. 

 

Phase 3:  Post-Implementation 

This phase evaluates ASP progress and performance and makes necessary corrective 

adjustments in light with changing market, industry, or internal dynamics. It is to be expected 

that Globe Union will modify its strategic objectives and action plans over time. When the 

targeted objectives are not achieved, ASP owners are responsible to report the variances and 

corrective actions to assess if the strategy and goals will carry over to next year’s ASP for 

further enhancement.  

 

Mid-long Term Strategy (MLT) Management 

Mid-long term strategy management is another managerial tool to ensure corporate goals are 

communicated and delivered clearly to the acquired companies. In the business world, 

managers cannot manage what cannot measure or describe. For many enterprises, more than 

75 % of their market value is generated by intangible assets which traditional financial and 

accounting metrics simply do not capture efficiently. 

 

To address this problem, Globe Union adopted the “Strategy Map”, similar to “Balanced 

Scorecard”. Their approach supplements financial measures and turn to value-based measures 

to capture the lead indicators of future financial performance. This way, direct links are 

formed between the strategy Globe Union has chosen and its results. The directness of this 

line enhances Globe Union’s ability to manage and ultimately execute its desired strategy. 
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Globe Union develops a Group Strategy Map to layout the mid-long term strategy and 

capabilities and competencies required are also shown in this map. It is very important 

process to ensure Globe Union aligns the defined Strategy Map with corporate ASP. ASP 

focus on annual corporate goals, while Strategy Map focus on five year corporate goals.  

 

Strategy Map provides a visual framework of Globe Union’s strategy, linking together with 

the following perspectives (Figure 5-2) 

- The desired productivity and growth outcomes. 

- The customer value proposition which will be needed. 

- Outstanding performance in internal processes. 

- The capabilities required from intangible assets. 

 

Strategy Map layout the financial targets and objectives must be established and progress 

measured in each of these four perspectives. Strategy maps are built around the structure of 

these four perspectives. They ensure that Globe Union’s objectives in each of these 

perspectives are consistent and internally aligned. The alignment, in turn, means the 

organization is focused and performing at an optimum level rather than having the actions of 

one part of the organization impact on the results achieved by another part. Strategy maps 

clarify all cause-and-effect relationship so that an effective strategy can be developed and 

optimized over time.  
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Figure 5-2: Strategy Map Template 

 

Source: R. Kaplan and D. Norton, “Strategy Maps: Converting Intangible Assets into 
Tangible Outcomes” 

 

In addition, Globe Union suggested that managing the internal processes is the duty of the 

management team. In today’s competitive environment, however, operational excellence 

alone is not enough to provide a sustainable competitive edge. A strategy map helps to ensure 

that internal processes are well executed and properly aligned with intangible assets and the 

customer value proposition. 
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The four key internal processes by which organizations create value are: 

- Operations management processes 

- Customer management processes 

- Innovation processes 

- Regulatory and social processes 

 

In order for added value to be realized from the free intangible assets, two things need to 

happen. First, those intangible assets must be adequately aligned with the strategy Globe 

Union is attempting to execute. Second, an integrated program must be undertaken under 

which an attempt is made to enhance all of the organization’s intangible assets in a 

coordinated fashion rather than in standalone programs working against each other. 

 

The key to managing intangible assets is to measure their degree of “readiness”, which is 

defined as the extent to which the intangible asset meets the requirement of Globe Union’s 

overall strategy. 

 

A strategy map provides a concise yet comprehensive description of Globe Union’s strategy. 

With this clarity, executives have an enhanced ability to describe, measure, manage and 

execute the desired strategy. To get the most from a strategy map, it should be combined with 

ASP management of measures, performance drivers, targets and initiatives (Figure 5-3). This 

combined strategy map and ASP allows the effectiveness of the strategy to be constantly 

monitored and initiatives to be managed with the goal of closing any gaps between target 

performance and actual results. In short, when used in combination with ASP, a strategy map 

helps organizations execute more effectively. 
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Figure 5-3: Combination of Strategy Map and ASP 

 

Source: R. Kaplan and D. Norton, “Strategy Maps: Converting Intangible Assets into Tangible 
Outcomes” 

 

Mid-long term strategy structure is developed among top management; the proposed steps are 

as shown on Figure 5-4. 

 

Step 1. Set Up High Level Sales Target 

A detailed five year financial projections will be prepared. The top management team will 

review and confirm the high level sales target hypothesis for the next five years, mapping 

gaps between existing business and the goal and identify possible ways to bridge the gaps.  

 

Step 2. Identify Growth Opportunity  

Identify new product category from existing business, new business to enter and the resources 

need to be allocated. 

 

 



 51

Figure 5-4: Mid-Long Term Strategic Planning Process  

 

Source: Company Data 

 

Step 3. Identify Key Success Factors/ Resources and Key Capabilities 

Identify ways to bridge the gaps through organic (self-build) on inorganic (M&A and/or 

strategic alliance) growth. 

 

Step 4. Develop Globe Union Mid-long Term Strategy Map 

 

5.3 KSF# 3 Engage Culture Harmonization 

Nahavandi & Malekzadeh (1988) indicated that the human resources role is one of the most 

important successful factors in M&As. Some literature reviews studied in Chapter Two and 

Chapter Three demonstrated that the failure rate of cross border M&As is as high as 50% and 

critical clues toward to high failure rate lead to the ineffectiveness of the human resources 
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involvement because people issue is the most difficult part to manage. Particularly, shaping 

culture is one of the most critical steps in the post merger and acquisition stage, which is also 

the longest process. “Culture is a five-to-ten year, very dedicate change”, said by Susan 

Bowick, ex-executive vice president of HR and Workforce Development at Hewlett-Packard. 

During this stage, Globe Union focus on integrating the human resources by stabilizing the 

employee morale and offering the two-way communication platform such as constantly 

delivering simple all-staff memos, delegating contact windows, providing bulletin board in a 

shared platform, setting up regular post-integration meetings among the top managements.  

 

The senior management team makes efforts to deliver and gives employees a clear picture of 

Globe Union’s values and strategies for success. Globe Union’s culture is composed of 

corporate vision, mission, and values. Corporate cultural statements are constantly educated 

and promoted within the acquired companies. 

 

Globe Union’s Vision 

Global Excellence in Providing Kitchen & Bath Solutions 

Globe Union’s Mission: “We will build upon our core values, resources, and the talents of 

our family around the globe to be a positive force in our industry and communities.       

We will delight users by delivering innovative and high quality products and services for 

homes and businesses that are environmentally responsible and improve the quality of lives of 

the people who use them; we will delight our customers by understanding their business needs 

and offering creative solutions that help them excel; we will delight our shareholders by 

earning above market financial returns while controlling risks. 

We will build an enterprise with a strong foundation so it may prosper for generations. We 
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will empower our people, while creating a fair and pleasant working environment which 

enables them to learn, to grow and to develop their potential both personally and 

professionally.” 

 

Globe Union’s Core Values 

Care for Customers, Stakeholders and Society. 

Insist upon Quality, Innovation and Working Diligently.  

 

Globe Union’s Culture 

1. Team-Based: Self-respect, mutual trust, tolerant, coordination, displays collective wisdom 

to get synthesis effect, considering both individual performance and group achievements. 

2. Hungry to Learn: We encourage learning, new experiences, and sharing. We provide 

complete on-job training and foster communication between top management and 

employees. 

3. High Performance: Seeking for best results, striving for perfection, improving individual 

and team’s ability, and the pursuit of excellence, thus enhancing market competitiveness. 

 

Human Resources Division at Globe Union is aware and sensitive to the delivery of human 

resources management in this stage, some steps and cross culture training have been taken. 

- Strengthen employees’ engagement by arranging cross cultural activities and competition 

among the subsidiaries. This is to awaken employees’ awareness about corporate culture. 

- Globe Union encourages the employees to rotate across the Group. This will foster 

cultural understanding and lead to better performance. Assimilation orientation and family 
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support to designated expatriates help the success of expatriates for oversea M&A’s 

assignments. 

- Delivering assimilation activities for culture rebuilding and focus on core values, the 

background of the acquired companies is introduced to HQ employees during “Employee 

Birthday celebration” Day. 

- Effective communication methods have been conducted among the Group, for instances, 

employee publications, intranet access, video message, etc. 

- The senior management among the subsidiaries meets every year during Annual Strategy 

Planning and Mid-long Term Development Strategy meetings. The main objective of the 

meetings is to enhance better communication channel. 

 

5.4 KSF#4 Enhancing Shareholder Values 

There are some processes and mechanism to ensure that shareholder value will be maximized 

and build into Globe Union’s core business operation. They are corporate budgeting, MPL 

(Management of Profit and Loss), and KPI (Key Performance Indicator) management. 

 

Corporate Budgeting Management 

This is an important managerial process and tool for Globe Union. It supports the strategy and 

financial management. All of the subsidiaries are requested to develop their business unit 

budgets mainly because it gives financial expression to strategy, motivate managers to achieve 

commonly understood targets and provide a coherent framework for the analysis of financial 

results.  

 

Globe Union developed and implemented corporate budgeting within the acquired company 
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because it serves as a quantitative expression of management plans. It helps to allocate 

properly the financial resources and reinforces Globe Union’s aims by focusing on critical 

success factors. It induces long term thinking and foster coordination among divisions. Most 

importantly, it provides the mechanism to reexamines process on what need to do, how to do 

and how to do it better, faster and cheaper (Figure 5-5). Annual operating budget process is 

developed and managed by the Headquarter office as the following steps: 

1st Step - develop the high level sales forecast. 

2nd Step - estimate cash collections from credit sales. The collections are included in the 

Budgeted Cash Flows while Receivables are included on the Balance Sheet.   

3rd Step - develop a production budget. This account for how much inventory must be 

purchased or manufactured in upcoming periods to satisfy needs for the period.  

The production budget consists of three separate budget areas: 

1) Direct materials - requires an estimate of the quantity of materials necessary to meet 

production goals as well as an estimated price per unit for all materials.  

2) Direct labors - requires an estimate of the quantity of labor hours necessary to meet 

production goals as well as an estimated labor rate per hour.   

3) Overhead - requires an estimate of the quantity of indirect labor hours necessary to meet 

production goals as well as an estimated labor rate per hour. In addition, estimates of other 

production costs such as utilities, rent, insurance, depreciation etc. need to be included here.  
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Figure 5-5: The Role of Budget 

 

Source: Managerial Accounting” by Hilton, 5th Ed.; Irwin McGraw-Hill 
 

4th Step - Cost of Goods Sold is calculated for the Income Statement. Inventory and Accounts 

Payable are calculated for the Balance Sheet.  

5th Step - Development of a budgeted schedule of selling and administrative expenses.  

Selling, G&A expenses paid in cash are included in Budgeted Cash Flows while aggregate 

expenses are included as part of the Budgeted Income Statement.  

6th Step – Create Budgeted Cash Flow Statement. This statement is created from sales 

collections data, production payments, selling and administrative payments, and budgeted 

investing and financing activities such as equipment purchases, bank loans, and bank 

payments. Ending Cash balances are then included in the Budgeted Balance Sheet. 

7th Step - Ending Cash balances are then included in the Budgeted Balance Sheet. 

Identify Organizational Objectives

Long Term Strategy and Short Term Goal

Measure and Assess Performance

Re-evaluate Objectives, Strategy and Goals

Develop Budget
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8th Step – Create Budgeted Balance Sheet. This statement is created from sales collections 

(receivables), cash flows (cash), and production payments (inventory, accounts payable).  

The budgeting process is summarized in Figure 5-6. 

 

Figure 5-6: Budgeting Process Summary 

 

Source: Managerial Accounting” by Hilton, 5th Ed.; Irwin McGraw-Hill 

 

Management of Profit and Loss (MPL) 

MPL literally means Management Profit and Loss, MPL reports are prepared and analyzed 

monthly basis for top managements. In other words, MPL reports are the management reports 

to be used to review the performance of the selected managers who owned a cost center. The 

performance of those managers contain all aspects in sales, finance, manufacture, R&D and 

Organization goals

Sales Forecast

Production plan

Discretionary spending

Capital spending

Capacity & overhead Labor plans Purchasing plan 

Financial results

Financial statements Cash flow projections
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back office. In addition, each manager or each aspect may be involved over one subsidiary. 

This is so called cross-company management. Each subsidiary is a legal entity and 

responsible of providing its own financial reports. MPL reports are generated by Headquarter 

Finance team for management purpose. This activity is tied with the purpose of Annual 

Finance Meeting, which is hosted by Globe Union Headquarter office yearly. This meeting is 

usually held in the mid year, which the Finance managers from all of the subsidiaries are 

invited to participate.  

 

The discussion topics cover many Group financial related matters with the objectives to 

improve the effectiveness of MPL; some of the discussion topics are as follows: 

- Inter-company reconciliation improvement 

- Review financial policies and make necessary revisions or additions 

- Annual budget development 

- Implementation of electronic system for finance related approvals 

- Consideration for financial derivatives 

- Rationalization of share service allocation 

- Delegation of authority for Finance related matter 

- Evaluation of total cost (quality, sales direct expense, operating expense, production cost ) 
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Key Performance Indicators (KPI) Management 

Key Performance Indicators, also known as KPI or Key Success Indicators (KSI), helps 

Globe Union to define and measure progress toward organizational goals. Once Globe Union 

defined its corporate strategies and financial goals, KPI will be the tool to measure progress 

toward those goals. There are some principles that Globe Union takes into the consideration 

and follows when develop KPI : 

1. Key performance indicators reflect the organizational goals 

When Key Performance Indicators are selected, they must reflect Globe Union’s goals, they 

must be the key to its success. Key Performance Indicators usually are long-term 

considerations. The definition of what they are and how they are measured do not change 

often. The goals for a particular Key Performance Indicator may change as Globe Union’s 

goals change, or as it gets closer to achieving a goal.  

Globe Union’s KPI management is managed by Headquarter Human Resource team, and 

when setting up the KPI, it is discussed, reviewed, and agreed by the lead of the business units, 

just to mention a few examples are: 

Sales & Marketing related: sales revenue, gross profit/margin, net income after tax, ROE, 

new product development etc 

Production related: yield rate, on time shipment, supplier integration, etc 

Finance related: cash management, financial ratios, budget control 

Profitability ratio: gross profit margin, return on total assets, return on stockholders’ equity, 

earning per share 

Liquidity ratio: current ratio, quick ratio (or acid-test ratio), working capital 

Leverage ratio: debt-to-assets ratio, debt-to-equity ratio, long term debt-to-equity 

Activity ratio: days to inventory, inventory turnover, average collection period 
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Other important measures of financial performance: dividend yield on common stock, 

price/stock ratio, dividend payout ratio, internal cash flow 

HR related: incentive plan, talent management, productivity management, retention rate 

IT related: IT investment effectiveness, system stability, system security 

 

2. Key performance indicators must be quantifiable 

If a Key Performance Indicator is going to be of any value, there must be a way to accurately 

define and measure it. "Generate More Repeat Customers" is useless as a KPI without some 

way to distinguish between new and repeat customers. "Be The Most Popular Company" 

won't work as a KPI because there is no way to measure the company's popularity or compare 

it to others. It is also important to define the Key Performance Indicators and stay with the 

same definition from year to year. For a KPI of "Increase Sales", it is needed to address 

considerations like whether to measure by units sold or by dollar value of sales. Will returns 

be deducted from sales in the month of the sale or the month of the return? Will sales be 

recorded for the KPI at list price or at the actual sales price?  

 

3. It is very important to tie key performance indicator with the incentive plans. A quote from 

Baker, Jensen, and Murphy (1988) said “A through understanding of internal incentive is 

critical to developing a viable theory of the firm, since they largely determine how individual 

behave in organizations”. This quote indicates the importance to reward the performers. At 

Globe Union, the performance of KPI is closely linked with the annual bonus distribution. 

This way, the KPI owners will take the accountability and responsibility of leading the team 

to perform at desired target. 
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5.5 KSF#5 Speed of Post Merger and Acquisition Integration 

David Yen, Chief Executive Officer of Home Boutique International, pointed out that speed of 

post merger acquisition is the most critical based on his experiences, particularly the first 100 

days after merger and acquisition.36 . It is necessary to determine beforehand whether 

Headquarter requires expert managers or team to support and restructure the acquired 

companies. It has been considered as a key factor in improving acquisition performance. For 

Globe Union, there is a discipline to implement and integrate the managerial process within 

the first six months after the integration. Some processes are already stated as the previous 

key success factors such as ASP, MPL, KPI, and Corporate Budgeting. The author explained 

the hereafter processes except DOA (Delegation of Authority) Management, which is also 

important to implement at the fast pace. 

 

The Delegation of Authority policy is established to define the limits of authority designated 

to specified positions of responsibility within Globe Union and to establish the types and 

maximum amount of obligations that may be approved by individuals. The approval of 

commitments and transactions outlined in this policy must always be made by the parties that 

have been designated the responsibility for final approval. 

 

The delegation of authority (DOA) policy serves as a managerial tool and guideline to set the 

approval and transactions disciplines. The DOA policy is applicable to each of Globe Union’s 

subsidiaries covering from North America, China, and Europe. It is managed and maintained 

by the Headquarter office and its compliances are audited regularly. The content is subject to 

the subsidiaries requirements and it is implemented immediately in the post integration with 

the purposes of determining approval and authority levels required by Globe Union.  



 62

The delegation of authority emphasized that commitments and transactions cannot be 

approved by individuals having a lower level of approval authority than the specified 

transaction requires, except pursuant to a delegation of temporary authority or delegation 

pursuant to a Division or Corporate Department Delegation of Authority policy adopted 

pursuant to this policy. This policy also requires that each Operating Division/Corporate 

Department adopt division/department policies and/or procedures consistent with this policy. 

Any delegations, which shall be approved by both Globe Union’s Executive V.P & Chief 

Financial Officer and Senior V.P & General Counsel, shall be permitted under this policy. 

Employees executing contracts and approving transactions are required to ensure that all 

appropriate approvals and reviews required by this policy and Globe Union’s other policies 

and procedures have been obtained, and to ensure that appropriate documentation of these 

approvals is maintained. Appropriate documentation can take various forms, including the 

initialing of final contracts, approval forms, or memorandums. All contracts shall be 

maintained with documentation of the appropriate approvals and the original or a copy sent to 

the Corporate Legal Department for filing. 

 

Inevitably, it will be necessary for Globe Union to issue interpretations of various provisions 

of this policy as unanticipated facts and circumstances occur that are not specifically 

addressed in this policy. Such interpretations shall be in writing and shall be approved by 

designated senior managers, who have the authority to approve the matters depending on the 

authority delegated. 

There are many different functions and matters that cover in the DOA document depending on 

company’s requirements and controlling points. For Globe Union, the functions and matters 

that are taken into the consideration are shown in Table 5-1.  
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Table 5-1: Delegation of Authority Functions & Matters 

Functions/Matters Descriptions 
Treasury/Finance Borrowing Funds 

Banking & Investment 

Granting Liens 
New Credit Facilities/Borrowings 
Opening/Closing Bank Accounts 
Hedging and Derivative Transactions 
Letters of Credit and Guarantees 
Investor Relations/External Communications 
Bad Debt Write-off 

Expenditure Authority 

Disbursement Authorization 

Capital Expenditures 
Operating Expenses 
General & Administrative Expenses 
Expenses Reports 

Sales and Marketing Authority 

Sales of Assets 
Standard Terms and Conditions 
Master Services Agreements 
Bids and Bid Contracts 
Agency Agreements 

Real State Matters 

Purchases 
Sales 
Leases 
Required Environmental Reviews 

Employment Related Matters 

Hiring and Firing of Employees 
Employee Agreements and Certain Offers of 
Employment 
Severance Agreements 

Legal Matters 

Consulting Agreements/Contract Employees 
Promotions or Demotions 
Bonuses 
Profits Interest/Other Equity Incentive Plans 
Charitable Donations 
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Setting Claims 
Formation/Dissolution of New Legal Entities and 
Branch Offices 
Powers of Attorney 

Customers Related 

Sales Contracts 
Rebates/Allow/Promotions/Buy back/Discount 
Sales/Disposal of Non-Operating Assets (i.e. Excess 
and Obsolete Inventory, Machinery and Equipment, 
building, etc) 
Commissions 

Information Technology Related 
Software Spending 
Hardware Spending 

Acquisition/Divestitures of 
Businesses and Licenses 

  

Source: Company data  

 

5.6 KSF#6 Identify Integration Leader and Team 

It is important to choose integration manager early, define their roles clearly, and links the 

performance with proper incentive program. The integration leader is usually chosen by who 

possesses prior integration experience. The mission of integration leader is to make one plus 

one equal three George Tai, Vice-president of Investment Division of Globe Union, indicated 

that a transition structure usually takes three to six months but can extend to a year to provide 

coordination and support during implementation of change. At Globe Union, there are three 

teams in the post merger integration process. They are Steering Committee, Project 

Management Office, and Project Team.  
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The steering committee is composed of Chief Executive Officer, Chief Finance Officer, Chief 

Operation Officer, Europe Division President and North America Division President. The 

main responsibility of the steering committees is to ensure all key success factors are achieved, 

give overall alignment on strategy and process, and approve project team’s recommendation 

for implementation.  

 

The project management office is composed of due diligent members who supports project 

teams and facilitates overall process. The project team leaders manage overall transition 

processes, and follow up deliverables during merger implementation. The toughest challenge 

of the project teams would be that the leader and members were having two responsibilities as 

they were requested to dedicate to the post merger and acquisition integration while all of 

them were also working on day-to-day business. Under this scenario, the project management 

office was requested to handle for cross-team coordination and communication to ensure the 

effectiveness of the implementation. 

 

5.7 KSF#7 Integrate Information Technology System Quickly 

Is not an easy task to integrate different systems into one and make them compatible to each 

other. Lajourx (2006) described contemporary challenges for IT integration in the book of 

“The Art of M&A integration” Data processing managers and computer programmers face 

many challenges. Homer Liao, Vice-president of IT Division of Globe Union Inc, advised that 

there is standard procedure to make the IT integration plan run smoothly: 

1. Globe Union and the acquired company website hyperlink. 

2. Build a secured Internet connection between Globe Union and the acquired company for 

future information exchange; employees of both parties can easy contact with each other 
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thru desktop phone without any international call charge. 

3. E-mail contact list synchronization; enable the screen shot of Lotus notes address book, 

the acquired company address can be accessed by all Globe Union users. 

4. Chat of Account (COA) Mapping. IT has to establish the mapping table and help financial 

dept. produce qualified financial statements automatically. 

5. The acquired company monthly financial statements must be brought into Globe Union 

consolidation mechanism. Globe Union is using Oracle Consolidation Workbench to 

gather, translate and reconsolidate subsidiaries financial information and produce group 

managerial/financial reports. 

6. Establish a user friendly data sharing platform thru Intranet. 

7. OA application implementation. a) e-Approval, an workflow which pass the application 

form base on management hierarchy and Delegation of Approval (DOA) b) e-Expense, a 

staff self-service system for business trip application and travel expense reimbursement c) 

e-PR/PO, a staff self-service system for expense item purchase requisition and purchase 

order application system. 

8. Implementation of Oracle Application to acquired company, it requires to study the 

feasibility and gap analysis. 

 

In addition, Globe Union implemented Enterprise Resource Planning (ERP) systems37 to 

integrate several data sources and processes from the acquired companies into a unified 

system. This system allows every department to store and retrieve information in real-time. 

ERPs are cross-functional and enterprise wide. All functional departments that are involved in 

operations or production are integrated in one system. In addition to manufacturing, 

warehousing, logistics, and information technology, this would include accounting, human 
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resources, marketing, and strategic management. Assist all of the subsidiaries to convert into 

Oracle system is the ultimate goal on the IT integration aspect. 

 

 

5.8 KSF#8 Ability to Develop Contingency Plan 

Although, Globe Union had developed several standardized processes in post merger and 

acquisition integration, there are always some unpredictable circumstances that were out of 

the integration plan. For instances, Gerber was planned to breakeven within two years after 

the acquisition. However, the integration was more challenging than what was planned and 

expected. It is critical that Globe Union obtains the flexibility and capability toward the 

changes and more importantly come out with a contingency plan. This concept seems missing 

out from most of the literature reviews and studies of post merger and acquisition integration. 

 

In summary, there are several similarities of key success factors between the business reviews 

and author’s observations toward Globe Union. The similarities include early planning for the 

integration, speed of integration, selection of integration leader and team, recognition of 

cultural differences, clearly define and deliver corporate goals. Some factors that Globe Union 

considered are missing from the business reviews are the integration of information 

technology system and the ability of developing the contingency plan.  

 

The two key success factors that the business reviews mentioned appear to be missing at 

Globe Union, but they are not. They are the retention of key talents and customers and 

learning from the acquisition experiences. Globe Union values the key talents and customers 

of the acquired companies by communicating clearly the corporate goal after the acquisition 
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and at the same time offering proper positions and incentives for key talents to retain. Globe 

Union considers the right talents as important assets. An area for improvement is the formal 

mechanism of reviewing the results of each acquisition case and determines what the lessons 

are learned from the acquisition experiences. The integration leaders among different 

acquisition cases can share their experiences. The author summarized the similarities and 

differences of key success factors between the business reviews and author’s examination of 

Globe Union Inc. in Table 5-2. 

 

Table 5-2: Key Success Factors Between Business Reviews and Globe Union Inc. 

 Key Success Factors Similarities Differences

KSF #1 Early planning for the integration process V  

KSF #2 Fast-paced post merger and acquisition integration V  

KSF #3 Choose integration manager early and define his/her 
roles clearly V  

KSF #4 Enhance cultural harmonization V  

KSF #5 Retention of key talents and customers   V 

KSF #6 Clearly define and communicate corporate goals 
efficiently V  

KSF #7 Learning from the merger experience  V 

KSF #8 Enhancing shareholder values V  

KSF #9 Integrate information technology system quickly  V 

KSF #10 Ability to develop contingency plan  V 

Source: Author’s own research 
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In this chapter, Analysis of Post Merger and Acquisition Integration, has included various 

primary sources, which contains the first hand comments and insights from the executives of 

Globe Union Inc. The list of the interviews is summarized in Table 5-3.  

 

Table 5-3: Interviews Conducted with Globe Union's Executives 

Name Title  Date Method Location 

Scott Ouyoung CEO of Globe Union Group Nov. 3rd, 2008 Face-to-face interview
Globe Union 

HQ 

H.Y Chou COO of Globe Union Group Oct. 17th, 2008 Face-to-face interview
Globe Union 

HQ 

David Yen CEO of Home Boutique Int'l Aug. 22nd, 2008 Phone 1nterview   

George Tai 
VP of Investment Division of 
Globe Union Group 

Sept. 30th, 2008 Face-to-face interview
Globe Union 

HQ 

Michael Werner CEO of North America Division Nov. 18th, 2008 Email correspondence   

Charles Frankle VP of Private Label Business Sept. 26th, 2008 Email correspondence   

Homer Liao 
VP of Information Technology 
of Globe Union Group 

Oct. 16th, 2008 Face-to-face interview
Globe Union 

HQ 
CEO = Chief Executive Officer; COO = Chief Operation Officer; VP = Vice President; HQ = Headquarter 

 

Source: Author’s Data 
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Lastly, Globe Union consolidated financial reports are summarized on Table 5-4 to Table 5-7. 

 

Table 5-4: Profit and Loss Statement (NT$ in millions, year-end December) 

   FY03  FY04  FY05  FY06E FY07E  FY08E

Net sales  7,632 10,105 9,720 12,811 22,303 27,020

Gross profit  2,435 3,325 3,265 4,024 6,446 7,839

Operating income  441 952 447 845 1,517 1,894

Interest income  6 5 32 46 52 86

Investment income 0 0 0 0 0 0

Total non-op.income 118 98 111 111 182 176

Interest expenses 42 60 80 62 219 341

Total non-op. exp.  311 173 195 162 246 389

Pre-tax income 248 877 363 794 1,453 1,681

Income tax expense  -14 257 103 218 479 555

Net income  233 470 218 500 909 1,061

EBIT 289 938 442 856 1,672 2,022

EBITDA 472 1134 653 1,035 1,857 2,191

EPS (NT$- adj)  1.26 2.18 0.92 2.15 3.82 4.46 

Growth (%)  

Sales 54.50% 32.40% -4% 32% 74% 21%

PBT -63.90% 254.40% -59% 119% 83% 16%

PAT -53.20% -101.90% -54% 129% 82% 17%

EPS  -56.20% 73.90% -54% 134% 78% 17%
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Table 5-5: Balance Sheet (NT$ in millions, year-end December) 

  FY03  FY04 FY05 FY06E FY07E  FY08E 

Cash & equivalent  1,215 1,474 3,029 3,115 3,863 4,731

Marketable security 297 473 141 146 146 146

A/R & N/R  1,349 1,577 2,198 2,283 4,833 4,449

Inventories  1,673 1,704 1,964 2,889 4,779 4,730

Total current assets 4,741 5,357 7,586 8,788 13,976 14,411

Long-term investment  66 120 478 15 15 15

Total fixed assets  1,520 1,305 1,405 1,588 1,693 1,563

Total other assets  516 700 565 685 3,777 3,777

Total assets  6,842 7,481 10,034 11,076 19,461 19,766

Short-term borrow. 868 1,097 1,094 1,914 2,014 2,014

Bills issued 0 0 0 0 0 0

A/P & N/P  1,119 905 1,382 1,530 4,584 4,925

Total current liab.  2,598 2,940 3,407 4,912 8,053 8,375

L-T liabilities  219 184 1,102 5 4,005 4,005

Total other L-T liab  305 205 158 137 1,127 827

Total liabilities 3,122 3,329 4,668 5,054 13,186 13,207

Common stocks  1,687 1,957 2,152 2,713 2,713 2,713

Total equity  3,721 4,152 5,366 6,022 6,275 6,560

Total liab. & equity  6,842 7,481 10,034 11,076 19,461 19,766
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Table 5-6: Cash Flow Statement (NT$ in millions, year-end December) 

   FY03  FY04 FY05 FY06E FY07E  FY08E

Net Income  233 470 218 500 909 1,061

Depreciation  170 168 178 158 166 149

Amortization  12 28 33 20 20 20

Dec(Inc)-A/R -949 -228 -708 -86 -2,550 384

Dec(Inc)-Inventory  -945 -31 -276 -925 -1,890 49

Inc(Dec)-A/P  598 -214 477 147 3,055 341

Other adj.  370 381 175 127 -2,500 4

Cash flow-operating -609 575 96 -58 -2,791 2,008

Sales (purchase) LT 
i t

-53 -37 -466 463 0 0

Others 485 -202 286 221 430 -279

Cash flow-inv.  -656 -499 -296 342 160 -299

Free cash flow 
(Opt CF+invt CF)  

-1,266 76 -201 284 -2,631 1,709

Dividend paid -32 -67 -378 -322 -721 -842

Inc(Dec)-S-T debt  589 229 -116 820 100 0

Inc(Dec) L-T debt  253 -42 -32% -1,097 4,000 0

Others  736 109 2,195 401 0 0

Cash flow-financing 1,545 228 1,669 -198 3,379 -842

Cash equiv.-begin  959 1,215 1,474 3,029 3,115 3,863

Cash equiv.-end 1,215 1,474 3,029 3,115 3,863 4,731
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Table 5-7: Ratio Analysis (Year-end December) 

Financial structure   FY03  FY04 FY05 FY06E FY07E  FY08E

Total debt/total asset  46% 45% 22% 21% 33% 33%

Net debt to equity -11% -15% -18% -15% 39% 24%

Liquidity 

Current ratio 1.8 1.8 2.2 1.8 1.7 1.7

Quick ratio  1.1 1.2 1.6 1.1 1.1 1.1

Interest cover (x)  6.9 15.6 5.6 13.9 7.6 5.9

Margins 

Gross margin  32% 33% 34% 31% 29% 29%

Operating margin  6% 9% 5% 7% 7% 7%

Net margin 3% 5% 2% 4% 4% 4%

Profitability 

ROE  7% 12% 5% 9% 15% 17%

ROA  4% 7% 2% 5% 6% 5%

ROCE 6% 13% 4% 9% 12% 14%

Others 

BV per share  22.06 21.22 24.93 22.2 23.13 24.18

Cash dividend NT$  0.31 0.40 1.9 1.03 1.5 2.66

Dividend yield (%)  1% 2% 4% 2% 3% 6%
 
Source: Globe Union Data & JP Morgan Estimates 

 




