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A tale of two competitors – that successfully merged

‘Successful mergers start with a clear understanding of the synergies 
they hope to capture’.

Don de Camara (Deloittes)

1 Background

According to many authoritative commentators, differences between cultures are a significant 
cause of the failure to gain all the shareholder value that is expected from mergers and 
acquisitions.  Part of the problem is that culture is itself misunderstood.  Organisational culture is 
sometimes regarded as something that is 'soft and squishy' and the domain of HR people and a 
variety of (rather academic) industrial psychologists, whose 'psycho-babble' is more about 
parading fancy words than adding real value.

In fact, organisational culture is a prime driver of the behaviour of employees throughout the 
organisation, and that behaviour can be highly appropriate and productive – or distinctly counter-
productive.  If, (for the moment), we loosely define organisational culture as a key driver of ' the 
way we do things around here', an important question is about what happens when two 
organisations merge, and the two pre-existing organisational cultures are driving two quite different 
patterns of employee behaviour.

Politics and power often get in the way of sorting out, in a constructive way, the differences 
between two competing sets of behaviour.  Logically, there should be a process of taking the best 
learning from the two businesses, acquired before the merger, and transferring the best of the best 
from each to the other.  More commonly, there is a dominant player in the two pre-merger 
organisations and the learning from the other is often lost.  Even if the learning of the dominant 
player is vastly superior to that of the less-dominant, there is still a major risk on the table.

This concerns any desired change in patterns of behaviour through which one set of people are 
required to adapt to the patterns of behaviour of another.  The 'not-invented-here' syndrome is as 
likely to be alive and well in post-merger conditions as it is anywhere else.  The question that is 
raised is all about the possibility of developing changes in behaviour, be they systemic, individual, 
or team, that are more likely to produce active support than resistance to change – the latter 
sometimes being termed 'malicious obedience'.

There are three key dimensions to achieving that shift.  The first concerns the tactic of getting both 
groups of people to move away from their present set of behaviours towards another pattern that is 
different from the current pattern for both.  In this kind of shift, neither group has the feeling that it 
is being 'rail-roaded' into adopting someone else's behaviour norms.  Secondly, given the 
observation that there is no such things a 'perfect organisation, that shift should be from the current 
state towards a researched model likely to deliver superior performance.  Finally, the people 
involved should be engaged in the search for a superior model for their own organisations, with 
good information being provided to enable diagnosis and re-design.  A simple but often forgotten 
truth is that people are more likely to engage enthusiastically with a change process that they have 
designed themselves, rather than one imposed from above or without.

If two organisations go through this process BEFORE a merger is consummated, then, by 
definition, the gaps between the two cultures will be smaller than they otherwise would have been, 
without such an intervention.  The risks associated with trying to blend two, often vastly different 
cultures are thus minimised.  This case study recounts the story of one such intervention.
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2 Company background

The two companies involved were NetSysCo and SysAdmin Limited.  Both were providers of 
computer network management systems, mainly supplied to medium sized companies, although 
both had a proportion of their business coming from larger, national organisations.  The products 
and services provided included both the hardware and software needed to set up and operate 
computer networks, along with the training to get their clients up and running with the new network 
systems.  Both companies also offered long term contracts to run the network systems for their 
clients on the basis of an annual maintenance fee.

Over a ten year period both companies had benefited from the trend to outsourcing such services, 
but SysAdmin, as the larger of the companies, had grown faster than NetSysCo.  As competition in 
the industry increased so pricing became more competitive and margins declined.

The Directors of both NetSysCo and SysAdmin concluded that, as their two companies had 
complementary skill sets and other assets, it would be worth exploring the possibility of merging 
the two businesses.  The enlarged, combined business, so the logic went, would be better able to 
compete than continuing as two, smaller businesses operating independently of each other – and 
competing with each other in the same market.  The two boards met in closed sessions – no other 
employees in the two companies knew what was being considered at this stage – and drew up a 
list of what they considered the complementary assets of the two companies.  The final list looked 
like this:

NetSysCo SysAdmin
Excellent customer relations management Good procedures for handling RFPs / ITTs
Innovative in-house-developed network 
management software

Good range of proprietary network management 
software packages

Excellent technical skills in network design / 
hardware commissioning

Good marketing including a comprehensive 
contact database

Attractive and highly functional web-site Well established and known in the industry
Young sales team adept at packaging 
interestingly different commercial deals

Good national coverage through a regional 
office structure

Substantial business in small to medium size 
enterprises – mainly annual contracts

Substantial business in the public sector – 
several long term contracts

Good and up-to-date skills in open source 
systems including many Linux variants

Good skills in mainstream systems – Windows 
and Unix

Low overheads including small regional offices Experienced management team
Small head office in Scotland Substantial head office in Berkshire
Innovative PR and marketing approach Sound financial management system
Exploratory approach to risky decisions Cautious approach to risky decisions
Wide distribution of influence through informal 
networks

Structured distribution of power through the 
formal organisation

While both sets of Directors were comfortable that there would be synergies to develop and exploit, 
through the rather different organisation assets and styles, even at this early stage it was evident 
that that were some downside risks associated with the different approaches to the market and 
organisation management.

For example, it was evident that the NetSysCo people would be likely to add new ideas to the 
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thinking of the combined management of the new, merged business – but equally that such new 
ideas might be an uncomfortable challenge to the more established thinking of the better organised 
SysAdmin managers.  Any rejection of the challenge to existing methods would mean that one of 
the potential benefits of the merger would be lost, or at least minimised.

In the other direction, if the more formal and prescribed systems of SysAdmin were not followed, 
through the activities of informal networks in the NetSysCo people, then the benefits of more 
systematic working could also be lost or minimised.

It was at this point that it was decided that it would be prudent to recruit some external advice and 
assistance to handle the differences before the merger was actually implemented.  The firm of 
consultants selected for the job set up a short, preliminary review to get some insights into the two 
organisations, to identify any hidden issues relating to the merger of two disparate organisations 
that might be bubbling away under the surface.

Their report made for sobering reading.  Quite apart from the differences identified by the Directors 
of the two companies, there were other, hidden differences – and some similarities as well.  The 
headlines for the two organisations are summarised below:

NetSysCo SysAdmin
Operational top management – some second 
guessing of decisions made by middle 
managers

Operational top management – focus on short 
term, mainly financial numbers

Some innovative, new business deals done very 
quickly that turn out not to be good deals 
commercially

Some new business deals lost through slow 
new-customer-acquisition processes

Lack of any sense of (strategic) direction – 
butterfly syndrome

Lack of any sense of (strategic) direction – 
excessive short term focus

Making product / service offers that are 
sometimes ahead of expressed market needs

Failing to keep up with current / changing 
demands of the market – making traditional 
offers lacking new thinking

Some lack of innovation – too many ideas 
means that some good ones are lost

Lack of innovation – trying out new ideas seen 
as risky

Many (most?) business opportunities pursued 
without any real assessment of potential benefit 
and risk

Risk aversion – too much analysis sometimes 
stops opportunities being pursued

Unbounded cross-functional working sometimes 
produces chaotic changes

Too much silo mentality – lack of cross-
functional collaboration

Unclear job roles / contributions – some gaps Unclear job roles / contributions – some 
overlaps

Strong focus on sales / marketing Strong focus on administration / controls

The position, as it was now starting to be understood, was that neither of the two business was a 
good model for the other to adopt.  In fact, changes would be needed in both businesses, if they 
were to prosper to their full potential, even as discrete operations.  The combination of the two sets 
of current characteristics appeared to have more potential for conflict than synergy.  There was 
also the probability that good people from both businesses might leave, if cultural-difference 
tensions arising through the merger were too great.

The recommendation for an intervention that was floated by the firm of consultants had two main 
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dimensions.  The first involved the concept of organisational resilience.  This is the capacity of an 
organisation to respond to a rapidly changing environment.1  This model was selected as 
NetSysCo evidently had some capacity in this arena, but there was a need to create more focus in 
the changes being developed.  SysAdmin appeared to need the capacity to be developed.

The second dimension concerned the informal (cross-boundary) networks operating in the two 
businesses.  While something was known about these in NetSysCo, little was known about them in 
SysAdmin – except the fact that they undoubtedly existed.  This was considered an important 
topic, as there is a known relationship between informal networks and innovation – and innovation 
is strongly linked with organisational resilience.  (The best innovation comes from problem 
resolution: the best problem resolution comes from cross-boundary working).

The intervention was supported by two products from the Magus Toolbox – Magus Indexer 
(organisational resilience) and Magus Networker (informal networks and innovation).

In both cases, it was recommended that the interventions should be conducted in the two 
organisations independently on the basis that each needed to sort out some of the issues that 
would otherwise limit their capacity to deliver truly excellent results.  One assumption underlying 
this approach was that the cultures of the two organisations would be closer together after the 
interventions than they were currently.

The sections following summarise the highlights from the two interventions and are illustrated by 
charts produced by Magus Indexer and Networker.  Necessarily, only a small selection of charts is 
displayed here.

In both cases, the most important actions implemented as a result of the interventions are also 
summarised.  It is important to note that Indexer and Networker methodologies share the principle 
of providing illuminating data to many people in the client organisation.  Hence the employees who 
were the source of the data were engaged through a process of analysing the outputs, identifying 
causes and taking development actions themselves.  This was done through multi-role and multi-
level workshops, including senior management as equal participants.  This was the source of the 
actions noted below.

In passing, it may be noted that the organisational issues within SysAdmin were greater than within 
NetSysCo.  As SysAdmin was the larger of the two businesses, there was a distinct risk that 
SysAdmin, as a dominant player would impose its structural, process and behavioural norms on 
NetSysCo – with a probable loss of good, innovative people from the smaller business.  This would 
have put at risk the whole potential benefit hoped to be gained through the merger.

A note on process:

Magus Indexer is pre-configured in both the questions used to collect data and the outputs 
reported.  The sample used does, however have to be designed.

Magus Networker has a front end stage.  This is a series of apparently informal conversations that 
are actually highly structured.  This stage is used to flush out otherwise hidden issues that can be 
represented in the questions used to collect data.

Common to both methodologies is a series of workshops.  Respondents are provided with a series 
of charts that illustrate the insights generated.  These are not interpreted TO delegates; they are 
interpreted BY delegates.  Delegates work out their conclusions about causal relationships, as well 
as their own solutions, and those needed from senior management.

1 The quest for resilience ~ Gary Hamel and Liisa Välikangas ~ Harvard Business Review ~ September 2003
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3 Actions and outcomes

Please note that in any intervention such as the one described here, the issues and actions are 
always more complex and inter-related than can be described in any sort of report – including this 
one.  The notes below should, however, serve to indicate how the process unfolded in the two 
companies, and how the review / action planning / implementation process eased the way for the 
merger to follow.

In both cases, the output data from the Magus Indexer and Networker applications were reviewed 
through a series of workshops.  These workshops were attended by everyone who completed the 
two questionnaires.  Typically, these workshops last for a full day.  As delegates work their way 
through the data provided, they are asked four standard questions:

● What issues can be identified through a review of the charts and network maps?

● What are the causes of the issues?

● What action are they, the delegates, going to take to deal with the causes?

● What management action is required to deal with any of the issues, where the decision 
power does not rest within the group of delegates?

As each workshop progresses, the decisions of delegates are summarised.  At the end of the 
sequence of workshops, the summaries are summarised.  This final summary becomes the 
developmental action plan, to which everyone has already signed up.

NetSysCo

The highly active CEO was clearly in touch with many parts of the field operation, and had good 
relationships with several major accounts – as did some members of the senior managers group. 
While this was good in itself, the downside was that some middle managers felt by-passed and dis-
empowered.  This had led some middle managers to retreat within their organisational silos, where 
there was a degree of safety within their own power base, limited as that might be.

The high degree of innovation was highly outward focused, but unbounded, partly enabled by the 
example set by the CEO, and this had led to a lack of sense of direction.  It had also led to the 
willingness of many people to pursue attractive possibilities without too much attention to the 
possible risks.  This was a 'permission' strongly felt by many.

A major worry was that the Midlands group was both separated from the rest of the organisation, 
and also rather disintegrated within itself.  There was little agreed involvement by the CEO with the 
Midlands group, where as the CEO was very active, on an agreed basis with the South and 
Scotland.  Another facet of the Midlands issue was the lack of involvement of Sales and Marketing 
with the maintenance of the existing account base.

The Midlands problems started to take care of themselves, through the workshop process. 
Delegates agreed that there should be accountability assigned for major accounts, both within the 
region and where there were account bases outside the Midlands.  In each case, accountabilities 
were assigned to sales and marketing people to support account managers.

After discussing the various 'disconnects' that had appeared through the Networker charts, and 
having concluded that this was largely caused by lack of clarity and misunderstandings about 
peoples' roles, contributions and priorities, the workshop delegates decided that was an issue they 
could tackle directly.  With only a gentle prompt by the consultants facilitating the whole process, 
delegates decided that they would import their 'finding out' skills, that they used while in their 
selling roles, to develop influence in and for managing the interactions across their own internal 
network contacts.

(In passing, NetSysCo had developed its sales model based on the consultative selling approach. 
This required all people in sales and associated roles to 'find out' the issues that existing and 
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prospective accounts were facing, so that effective solutions could be offered.  The NetSysCo 
selling model depended on both good questioning skills and a good questioning strategy.)

The senior management team, the members of which were all delegates at the workshops, agreed 
that the other major issue was the lack of sense of direction.  It was agreed that the appropriate 
approach to strategy was the 'Roughly West' model.  The 'Roughly West' model requires a long 
range goal or set of goals to be articulated, generally without recourse to lots of financial numbers, 
and a clearly articulated statement about how the goals are to be achieved.  Specifically not 
included is any sort of long range plan.

The principle of emergence is always included as one dimension of this type of strategy.  This 
implies that there is a requirement for detecting external changes in the business environment, 
interpreting them for cause and implications, and designing and implementing responses to ensure 
that, whatever short term detours are taken, the organisation remains on its Roughly West course.

This approach creates a clear sense of direction without being prescriptive about the actions to 
pursue it.  This falls nicely in line with the concept of the resilient organisation.  The development of 
the strategic direction was itself and activity that was emergent.  The process started through the 
workshops, and continued over a period of several weeks, through informal sessions tacked on to 
more routine business meetings.  Many people were thus involved.

In parallel, it was decided that the undoubtedly valuable innovation that was going on would be 
bounded instead unbounded.  The concept of bounded freedom2 was introduced, with a principle 
boundary being that of strategic direction.  Only those innovations that could be demonstrated to 
be contributing to the achievement of strategy would be invested in.  Moreover, a simple model of 
risk assessment was applied to all proposed innovations, including those that involved new 
customer offers.

To avoid the risk of the risk assessment model introducing a degree of risk aversion, the model 
allowed for the small-scale piloting of new ideas whenever risks were either uncertain or where 
there were doubts about the possibility of managing them.

A final measure that was introduced was an extension to their existing account management 
model.  This was volunteered by the CEO and the senior management team, to limit the negative 
effects of their own desire to get involved with sales and marketing activities, however valuable 
they might be – aside from the risks.  The three main rules introduced were:

● Only account managers were able to make decisions about their assigned accounts.  The 
rule was that whoever makes any of the decisions makes all of the decisions.  The effect of 
this rule was that if senior managers intervened and made decisions about any one 
account, then that senior manager became the account manager for the account.

● No senior manager could impose a target on an account manager if the account manager 
in question genuinely believed that is was unachievable.  If the senior manager in question 
insisted, then the account manager could (humbly) bow the the greater expertise and skill 
of the senior manager, and ask the senior manager to demonstrate how the (imposed) 
target could be achieved.

● On those occasions where the account manager faced a blockage to achieving a goal 
within an account, for example because of the inability to get access to a senior manager in 
the account, the account manager would agree an objective with a senior manager to 
achieved by the manager.  The senior manager would then be responsible both for 
achieving the objective and reporting back to the account manager on the results achieved.

2 The bounded freedom concept is one where mixed groups of people engage together on a search for developmental 
actions that are designed to improve performance.  The key point is that their thinking is limited to operate within a 
set of conceptual boundaries, which must not be broken.  Given that limitation, any decisions that reach are 
ALWAYS implemented – the group is specifically not making recommendations that can be second guessed 
elsewhere.  The experience of such groups suggests that people innovate more and better when constrained by 
thinking boundaries, than when not constrained at all.
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SysAdmin

Even though the CEO had not participated in the Networker application, it was agreed that he 
should attend the workshops.  This decision was made after the CEO had a briefing on the data 
generated from both elements of the overall intervention.  As there was ample support for the 
conclusions from the early, informal survey carried out by the consultants, there were few major 
surprises for the CEO.  There was a surprise, however, in the magnitude and widespread nature of 
the problems revealed.

The CEO agreed that the only sensible way of developing good solutions was through the 
engagement of many people.  It was also agreed that one of the key issues that had been 
identified was already well on the way to being sorted, and that was that the CEO was out of touch 
with most of the organisation and the real issues that people were facing.  The CEO's involvement 
in the workshop process would also finally close the gap in understanding.

A central issue was that of power, and the lack of widespread distribution of it.  This linked with the 
focus on short term numbers and risk aversion.  It also linked with the silo mentality that had 
developed – the mud hut syndrome.  A consequence that had to be factored into the equation was 
the risk of losing some major accounts because of the fragmentation of the field organisation.

A first step was relatively easy to set up.  It was agreed that every major account would have an 
account manager assigned, who would have responsibility for the entire performance of the 
account irrespective of where the various locations of the account existed.  Where some of these 
were outside of the normal territory of the account manager – the 'home' region' – other, local 
account managers, plus sales and marketing people, would be assigned to support the principle 
account manager.  As every single account manager throughout the field organisation had at least 
one major account assigned, that meant that, in a sense, everyone reported to everyone.

With an eye to the future merger, the consultants suggested that the underlying model for 
managing these network relationships should be one of 'finding out' all about the needs of the other 
people who were network contacts.  This would enable people to support their colleagues by 
providing solutions to their problems.  As this model for selling had not been fully developed in the 
SysAdmin sales and account management group, it was agreed that there should be some skills 
development in this area.

This route in to the account management issues also started the process of tackling the rest of the 
power distribution issues as well.  But more was needed.

Another conceptual model was suggested by the facilitators of the intervention.  This is the 
management activity model know as maintenance vs. development.  This can be illustrated as:

Maintenance activities are:
● Repeated, cyclical
● Go on day by day, week by week, month by month
● Are never finished
● Are important for maintaining standards of performance in the business

Development activities are:
● Once off tasks or projects
● Occupy a finite space in time
● When finished, are over and done with, never to be repeated
● Are important for developing and improving standards of performance in the business

In essence it was agreed that SysAdmin, largely because of the focus on short term, mainly 
financial numbers, had fallen into the trap sometimes referred to as 'wheel spin'.  This is where 
developmental activities are lost because of the an excess focus on maintenance.  When an 
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organisation is spinning its wheels, there is little or no forward movement.  This is bad for the 
organisation, its customers and its employees as well.

It was agreed that the CEO and senior management team would lead by example, in two ways. 
The first was that they would ensure that an appropriate amount of their own, personal time would 
be devoted to a variety of activities designed to develop the organisation, specifically with an eye 
on making it more resilient.  These activities would always involve a number of other people, who 
would be treated as equal-status participants in the development activity.  Experience and skills 
would count for more than seniority or position.  A specific element of this would be to engage with 
the 'hidden heroes' that had been identified through the Networker process.

The second element was that the CEO and members of the senior management team would start 
to balance the sort of questions they asked of colleagues.  While questions about short term 
numbers would still be allowed, these would be balanced with questions targeting the need for 
more developmental activity throughout the organisation.3

A specific application of both of these changes would be the development of new offers to existing 
and prospective accounts, engaging with the people who were already treading this path – but who 
previously had been 'hiding' this activity because of the perception of possible negative reactions.

Again, with an eye to the proposed merger, the facilitators also suggested the development of a 
new strategy, using the same Roughly West model.  In the NetSysCo case, the development of 
strategic direction was designed to constrain the rather ad hoc nature of developmental activity.  In 
this case, it was designed to counter the effect of the excess focus on short term numbers.

Outcomes

In the case of NetSysCo the already high degree of resilience became more directed.  Innovations 
became better managed and less risky.  A rather more systematic approach to decision making 
and account management was developed.

In the case of SysAdmin, a more open style of managing was developed, with higher levels of 
engagement of people across the formal organisation and informal networks.  A higher level of 
developmental activity was achieved, which in itself is part of developing a higher level of 
resilience.  Through these changes, the level of risk aversion was reduced.

In both cases, the 'finding out' style of developing influence and managing interactions within the 
organisation became embedded as a way of life.

When the two businesses finally merged, the normal behaviour patterns in the two organisations 
were quite close to each other.  As the two sets of people started to work out how they were going 
to work together, a key enabler of the residual issues was the 'finding out' model.  This meant that 
there was little of the 'you have to do it our way' barrier that occurs so often in mergers and 
acquisitions.

This was replaced by a shared approach of seeking opportunities to help each other.

The net result was that the merger proceeded well, without too many 'culture clash' issues to be 
resolved.  (Those that did occur mainly got sorted out without the intervention of management).

Both businesses prospered, through the merger and afterwards.  A key was the sharing of ideas 
for product and service offers combined with a more systematic approach to their development and 
implementation, capitalising on the informal networks that had been identified.

3 If the questions normally asked of more junior people by senior managers are largely maintenance-focused, then the 
message is clear – only short term results count, often expressed financial numbers.  In this way, the questions 
asked by senior managers can condition a whole organisation.  This is a common source of a 'permission'.

Two competitors Page 9 Copyright © 2007 MTL



4 Magus indexer - NetSysCo

Magus Indexer targets the issue of organisational resilience, which is closely related to the ability 
of an organisation continually to adapt to a changing environment.  It works by asking people in a 
designed sample a number of indirect, observational questions.  This design is used to avoid 
'political' responses, and eliminate any possibility of data contamination that could arise if direct 
questions are used.  An inference engine is used to translate observational data into insights about 
the soft systems that are operating in an organisation.

The charts used to illustrate this report are a small selection of those available in the product.  The 
first displays the overall resilience index, broken down by reporting level – 0 is always the most 
senior manager in the sample, in this case the CEO.  The other charts selected all display results 
as radar diagrams, showing only the negative form of the outputs, in a shortened set of words. 
The comments made in relation to the charts only highlight some of the issues, in what was 
actually a complex review, analysis and action planning process.

Not surprisingly, given the relatively high level of innovation believed to exist by the two boards, 
and confirmed by the initial review by the consultants, the level of issues identified in NetSysCo 
was quite limited.  In fact, some of the patterns identified by Indexer were quite unusual.  These 
are illustrated in the charts below:

The calculated overall level of resilience in the company was high at about 82%.  Interestingly, it 
was the CEO whose returns generated the lowest index, suggesting that the CEO had a more 
realistic view of how the organisation actually functioned than many people in that role in other 
organisations.  As the index for the level 1 managers – the most senior managers in the sample 
apart from the CEO – was much higher, in fact the highest in the sample, this may suggest that the 
CEO was more in touch with what was actually happening than the rest of the senior management 
team.  The other high indexes were for the supervisors and operational people – levels 3 and 4. 
There was an implication that middle managers felt more constrained by 'the way we do things 
round here' than their staff.  In the event, the CEO's responses were a good reflection of the way 
that the middle management team operated.

The high indexes for levels 3 and 4 implied that operational people experienced a considerable 
degree of freedom to get on with their jobs.  As the majority of these people were field staff, in 
direct contact with the customer, this may connect with the relatively high degree of innovation in 
the NetSysCo approach to the market.  (NB High scores in the charts indicate large problems).

The second chart (below) is the result of analysing the results from just one questionnaire – that of 
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the CEO.  It showed a very healthy scepticism about the real nature of the soft systems operating 
in the organisation.  Compare this result with the third chart - for level 1 managers – the most 
senior people in the sample after the CEO:

On the following page are the charts for levels 2 and 3, followed by the chart for level 4.  (Note – 
Magus Indexer can also generate charts by department and level within department, enabling 
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organisational issues to be precisely located.  These charts are not illustrated in this review, as to 
do so would occupy many pages).
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Highlights:

In all of these charts there was ample confirmation of the absence of risk aversion.  Interestingly 
only the results from the CEO suggested that there was an issue with 'Unknown risk' embracing. 
The mud hut syndrome – a version of silo thinking – appeared mainly to involve the middle 
management team (level 2) as did the issue of resources following power and influence.  There 
was a probable link between these two issues, in the sense that a common feature of silo thinking 
is that felt need to reserve decision about priorities and resource allocation within the 
organisational silo.

The felt lack of strategy, first reported in the consultant's initial report, existed in spite of the 
presence of a formal version of it – no doubt being lost in all the 'ad hocery' that was common in 
NetSysCo.  For middle managers at least, this left a sense of being without direction.

The 'operational management' issue flagged up by the consultant's initial review appeared also 
mainly to involve middle management, with some 'support' by the CEO.

The charts for operational people amply confirmed that there was no major issue with lack of 
resilience, insofar as field operations are concerned.

The overall message was that any developmental actions needed were going to centre on middle 
management, and the issue of there being a sense of detachment from operational realities for 
level 1 managers.  The overall resilience index of 82% was being artificially boosted by the level 1 
manager result, but remained healthy.  Dealing with the issues noted above would undoubtedly 
result in a higher level of organisational resilience.

Each of the outputs of Magus Indexer is linked with an organisational permission.  'Permissions' 
are important in the context of mergers, since they are one way of thinking about organisational 
culture.  Earlier a loose definition was offered of organisational culture – a key driver of ' the way 
we do things around here'.  The question that is raised by that loose definition is about what are 
the key drivers?  Permissions are among the most important.
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The attached document 'Permissions and Resilient Organisations' sets out an outline of why 
permissions are so important, the way they are created, normally unwittingly by management, and 
how they link with the Magus Indexer outputs.  There is a diagnostic tool provided with Magus 
Indexer.  This is designed to facilitate a workshop process of people in Magus Indexer samples 
working out the causes of the issues that have been identified through the Magus Indexer 
application, implementing appropriate developmental actions and hence changing important 
permissions to a more positive form.

Some of the developmental actions implemented within NetSysCo are described earlier in this 
review.
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5 Magus indexer – SysAdmin

The results for this company were far less unusual.  They were also more indicative of some 
serious issues that would need management action.

The overall resilience index, as illustrated in the chart above was low at 60% and this was not truly 
representative of the company anyway.  The high index scores in this case came from the CEO 
and level 2 managers.  While the CEO's index had very little impact on the overall result – just one 
questionnaire out of 70 – the level 2 index did, representing 29% of the sample.  Operational 
people and their supervisors presented data that resulted in a very different view of the business 
from that of the CEO.  Interestingly, while the level 1 managers' index was much closer to the 
operational reality than that of the CEO and middle managers (level 2), it was still marginally higher 
than was indicated for 57% of the sample – Levels 3 and 4.

In passing, it might be noted that in truly resilient organisations, ALL employees are engaged in a 
process of sensing incoming signals from the external (and internal) environments that indicate the 
need for change, interpret them and react appropriately.  Resilience is not just something for senior 
managers or the corporation itself.  This topic is covered in the attached 'Permissions and Resilient 
Organisations' paper.

On the following pages are the 'level' charts for SysAdmin, followed by a brief commentary.  The 
'department' and 'level within department' charts are not illustrated for reasons of space as before.

 (NB As before, high scores in the charts indicate large problems).
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Highlights:

As can be seen, there was a steady worsening of the indications, as more operational people were 
polled in the sample.  The difference between the (interpreted) view at the top and bottom of the 
organisation was, in itself, a good indication of the nature of the organisation.  The sense of 
detachment of management from operational people was confirmed by the high level of the four 
indicators at the bottom of the charts for levels 3 and 4 – the 'orientation', 'mud hut', 'ostrich' and 
'fog' results.

There were also indications of top management not listening to operational people in the results for 
'denial' and 'operational top management'.  The consultant's notes on a focus on short-term, 
financial numbers and risk aversion were also confirmed.

The effect of the more formal structure in SysAdmin appeared in the two indicators about power. 
(Resources follow power and influence; Power held tightly by the few).

Developmental actions in this case were going to involve a long hard think by senior management, 
with big inputs from operational people, to locate and change the drivers of the many negative 
permissions implied in the outputs illustrated above.

As before, some of the actual management actions implemented are noted earlier in this review.

Two competitors Page 18 Copyright © 2007 MTL

Magus Indexer - Structural Analysis: Department = All, Job Levels = 4 

0

1

2

3

4

5

6
'Unknown risk' embracing

Risk averse - paralysis analysis

Management denial of mistakes

Leadership top managers only

Operational top management

Power held tightly by the few

Wandering in the organisational fog

The ostrich syndromeThe mud hut syndrome

Inward, backward orientation

People as wage slaves

Career focused, mandatory appraisal

Subjective, defensive selection

Formal, published strategy; ignored

Resources follow power and influence



6 Magus Networker – NetSysCo

Magus Networker is designed to illuminate issues concerned with the 'real world' operation of 
informal networks.  For a fuller discussion of this topic, please see the attached paper 'Influence as 
Power'.  In essence, it is impossible to legislate for every exception, and, therefore, 'designed' 
organisations' tend to break down.  Good hearted employees who are concerned with delivering 
value to customers engage in volatile network relationships that ignore formal structures and 
processes, and that are generally focused on solving organisational problems.  Through this 
process of cross-functional, problem resolution much innovation occurs, linking informal networks 
with the development of more resilient organisations.

Magus Networker is quite different from Magus Indexer in the sense that it does not operate to a 
fixed configuration.  In this case, a set of questions was developed mainly associated with the 
marketing, sales and customer service aspect of the two businesses proposing to merge.  Just 
three will be considered in this review, focused on marketing and sales.

Magus Networker can generate very large numbers of charts illuminating the informal networks 
operating. These networks are represented as charts in which departmental, other formal and 
informal groups are shown as large circles, each comprising a set of smaller circles – these are 
network entities.  Each small circle represents one person.  Where pairs of entity (people) circles 
are joined by lines, that is an indication that there is a relationship between the two, as defined by 
the query used to generate the chart.  These relationships can be agreed, disagreed and denied.

While it is common for the grouping of entities to be formal, often departmental, many other 
attributes can be used to group entities.  In the case of the two companies involved in this review, 
some of the most interesting insights were generated by grouping the entities by location.  This 
meant that working relationships between employees in the various sales offices across the 
country could be revealed.  In any sales organisation where there are major or national accounts to 
be managed, this would be an important question.

Informal networks are revealed by using clustering algorithms that ignore formal structures and 
group by intensity of working relationships instead.

For the purpose of this review, only 'agreed' working relationships will be considered, and 
groupings will be 'formal' by location and 'informal' using one of the Magus Networker clustering 
algorithms.  (Formal means groups that reflect the management-designed organisational structure; 
informal means that this structure is ignored).

This first chart 
revealed the agreed 
at least moderate 
value added 
(Moderate Value, 
High Value or Very 
High Value) 
relationships for 
developing new 
business.  The Blue 
group was the 
Midlands; red was 
Scotland and yellow 
was South.  It was 
noted that the CEO 
(highlighted) linked 
with two out of the three location-based groups, but not with the Midlands.  It was also noted that 
the Midlands had no agreed links with the Scotland group, where the head office was located, and 
only two with the South group.
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The second chart used the same 
data, but displayed the clusters 
within the data.  The algorithm used 
ignored the formal groupings, in this 
case location, and found groups 
associated by the intensity of the 
links joining their members.  (This 
algorithm is individual centric, in the 
sense that it builds the groups 
around 'busy individuals' – people 
with large numbers of relationships).

The separation of the Midlands from 
the rest of the organisation was 
confirmed.  It can also be seen that 
within Midlands, there was a 
small, splinter group of 3 
people.  Two of these were 
sales people and the third was 
an account manager.  There 
was also an interesting little, 
mixed group of SP in sales in 
Scotland and FJ in marketing 
in the South.

The next two charts are the 
equivalent results for 
maintaining existing accounts.

In the first of these two charts, 
it can be seen that Midlands 
was much better integrated 
with the rest of the 
organisation, including one link 
with the CEO.  It is worth noting, however, 
that the majority of these links were 'owned' 
by Technical Support people, not sales, 
marketing or account management.  It is also 
worth noting that the South and Scotland 
were much better connected with each other 
than with Midlands.

The high level of activity with the Midlands 
did, however, suggest that, internally at least, 
the group had got a collective operation going 
in respect of account maintenance.

The second of these two charts, the Magus 
Networker clusters, showed that the entire 
sample involved was connected up as one big 
cluster, underlining the high degree of 
integration on this topic.
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The last two charts are 
the equivalent results for 
developing new types of 
offer.

Midlands was again 
integrated into the rest 
of the organisation, to a 
degree, but the picture 
was rather less than 
ideal.  For example, 
there were no links 
between Midlands and 
Scotland, that contained 
the head office.

The give away chart was the one for 
clusters.  This showed that while 
there was a moderate number of links 
between the Midlands group and the 
main cluster, with two Midlands 
people embedded in the main cluster, 
the rest of the Midlands group had 
split into two sub-groups.  These sub-
groups contained representatives of 
all the various job roles in the field 
organisation.  There were just four 
links joining the two sub-groups.

A quick summary of the insights generated from these charts, (a small sample from the total that 
were actually produced and used), would include the following observations:

● Generally there was a good degree of integration of the field organisation, in terms of its 
dealings with existing and new accounts.

● This was suggested partly by the specific topics selected for the questions, but also 
suggested by the sheer volume of agreed, value-adding relationships.

● It was also good to see the high degree of integration between the various functions in the 
field organisation.

● An exception was Midlands, which appeared to be 'doing its own thing' is some respects.

● This separation of Midlands mainly occurred when focused on developing new accounts, 
which suggested a possible degree of territoriality.
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● The major pre-occupation of sales, marketing and account management in the Midlands 
was more on new business than looking after existing accounts, which was very much left 
to Technical Support.

● The CEO was well connected with the field organisation, albeit more with Scotland and the 
South than with Midlands.

On this last point, there is no inference that can be drawn from the charts used in this paper that 
would support the note above referring to operational top management.  The reason is that the 
charts used all focus on relationships where it was agreed that value was being added.  There 
were other charts, showing disagreed or denied links, involving the CEO, which did confirm the 
earlier finding.  In the main, it was the CEO that was claiming added value, and field people who 
were disagreeing with or denying that claim.  In the interests of space, these charts are not shown 
here.
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7 Magus Networker – SysAdmin

To ease comparisons, the six charts 
used in this section are the 
equivalents of those used for the 
NetSysCo review above.

The formal, 'location' groups in this 
sample are, moving clockwise from 
the top left corner in the chart to the 
right, Red = Kent; Blue = Somerset; 
Fuchsia = East Midlands; Yellow = 
West Midlands;  Purple = Berkshire 
and Aqua = West Berkshire.

As can be seen, there was almost 
no integration at all on developing 
new business.  The main exception 
was that of SA in Somerset (blue), 
who was in Administration, (with no 
links within her own group), and 
who was not in a sales or technical 
role at all.  The other apparent link 
between two locations was actually a 
single link between two closely adjacent 
groups – PL and KF in Berkshire – 
bottom left.

Reviewing the chart of clusters, it can be 
seen that not only was there little 
integration between groups, there was 
very little within them.  Only the red Kent 
group had retained any degree of 
integrity at all.

Even this depended largely on the 
relationships of two people – DR and 
JM.
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In the case of maintaining existing 
accounts, there was only one link 
apart from the links between the two 
Berkshire sub-groups.

This was between MW in Kent (red) 
and SA in Somerset (blue), the 
second time that SA's involvement 
had been highlighted.

It was to be wondered how this 
business, as the larger of the two in 
the joint programme, actually 
managed its major, national accounts. 
Given the difference in size, it would 
be reasonable to assume that 
SysAdmin would have had a larger 
number of major accounts, and that 
was, in fact, the case.

In all of the charts shown thus far, it is also 
worth noting that there were very few 
agreed relationships, when compared with 
the equivalent charts from NetSysCo, even 
though the sample sizes were roughly the 
same, with SysAdmin being slightly larger.

This simply underlines the comment about 
the lack of integration in SysAdmin.

As with the previous charts, the 
disintegration of the field organisation was 
shown by the clusters chart.  Again, it was 
only Kent that retained a degree of integrity, 
this depending on JM and TL

There was an implication in the last two 
charts in particular, that there were 
potentially serious threats to account 
retention, especially where longer term 
contracts were coming up for renewal.
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The last pair of charts is for 
developing new types of offer.

As something of a surprise, while 
there was little or no integration 
between the location groups, there 
were more agreed relationships 
within the groups than on the other 
two topics.

It was possible that this was a 
reaction to a felt lack of innovation in 
this dimension of the business, by 
people in the middle of the 
organisation.  In other words, feeling 
somewhat at risk because of a 
market moving away from them, 
operational people started to get on 
with the job of innovating themselves. 
The problem was that this was being 
done in spite of senior management, 
not because of and with it.

Another surprise was the emergence 
of SA, who was actually in 
Administration, as one of the 
minor but unsung heroes of the 
field organisation.

A final insight into the nature of 
the SysAdmin field organisation 
is illustrated in the chart on the 
next page.

In all the charts used thus far, 
isolates have been excluded. 
Isolates are people who have no 
links within the definition of the 
query used to draw the charts.

This does not make isolates bad 
people; on the contrary they may 
be very good people who are 
frustrated by the lack of 
integration that exists around 
them.  If that is the case, then the 
isolates are probably in 
disagreed or denied links.

For the purposes of this paper, no charts are shown that illustrate disagreed or denied links.  The 
chart over the page does, however, show the isolates in respect of the relationships involved in 
maintaining existing accounts:
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The isolates are the people 
represented as circles with 
faint, dashed lines.

The key observation is the 
sheer number of them.  The 
only groups exempt were 
the East Midlands (fuchsia) 
and one of the Berkshire 
subgroups – aqua, 
comprising PH, PL and PF.

In both the West Midlands 
(yellow) and main Berkshire 
(purple) groups, a majority 
of the group showed as 
isolates.  The larger 
Berkshire group was mainly 
head office people, which 
raised a question about 
what was going there, in 
terms of collaborative 
working.

This underlined, if that was 
needed, the parlous state of 
the field organisation in 
respect of how it managed 
its business, especially 
looking after the existing 
account base.

A quick summary of the issues identified through a review of these charts is as follows:

● Right across the board, the degree of integration and effective team working was poor.

● Integration between the functions was also poor.

● Major accounts might have been at risk because of the lack of inter-location collaboration.

● There was innovative, developmental work going on in the field organisation, at least in 
respect of developing new offers that senior management did not know about.

● Because of a degree or risk aversion in the management team, it might have been that 
these innovations were being hidden, for fear of being perceived as 'too risky' for 
management to embrace.

● There were several hidden 'heroes' in the field organisation, who were instrumental in 
keeping at least some inter-location and inter-function relationships going. This was also a 
weakness in the organisation, since if any of these people were to leave, there would have 
been some damage to what little collaboration there was.

● It was significant that the head office group in Berkshire was established as being very 
much part of the problem.

● It was noticed that the CEO was 'too busy' to participate in the exercise as a respondent.

Please note that the interpretations offered above are based on feedback from a series of 
workshops involving respondents to the Networker exercise.
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