HEIDRICK & STRUGGLES

The critical M&A execution
risk that most leaders ignore

“The reason deals fail

to realize value is rarely
that the numbers were
wrong. It is that leaders

treated the human
factors at play as
an afterthought.”

Every year, thousands of transactions are signed off on

the basis of sound strategic logic and robust financials.

The integration blueprint covers legal entities, systems, costs, and
synergies in forensic detail. And yet, time after time, the value
that looked so certain on paper never quite appears in reality.

The reason is rarely that the numbers were wrong. It is that
leaders treated the human factors at play in the deal as an
afterthought: a workstream to manage, not the central
execution risk. These human factors initially surface as
familiar individual and collective doubts:

* “Am | going to keep my job?”
e “What if | don't like ‘their’ culture?”
* “What if this deal disrupts things | was excited to work on”

e “What if our identity gets swallowed by our acquirers?”

When ignored by leadership, those questions ferment
systematic cultural debt, misalignment, and integration friction.

The few leaders who actually succeed in realizing the

potential of M&A do it differently. They confront the human
dynamics at play head-on, and treat culture not as a soft
wrapper for the deal, but as one of the critical factors dictating
whether the deal signals the creation of a new, third entity
capable of capturing an opportunity that neither could alone.



“People are told why
the merger makes
sense . . . but little
attention is given to the
enormous opportunity
the new, third entity
can address.”

\ ~
THE HUMAN
STUMBLING
BLOCKS THAT
LEADERS MISS
POST-DEAL

Across integrations, the same three leadership mistakes
keep showing up long before the numbers do. They have
little to do with models, and everything to do with how
CEOs and CHROs handle festering doubts around
identity, direction, and status from day one.

Mistake 1: Treating culture as a workstream,

not the main execution risk.

Most integration plans stand up an HR-owned “people and
culture” workstream alongside finance, IT, and operations.

On paper it looks sensible. In practice, it sends a signal that
culture is one topic among many. But if the new leadership team
can't work through unresolved fear and “them and us” dynamics
within the first hundred days of integration, the cultural debt
that accumulates at the executive level and cascades down the
organization is enormous. If the CEO and CHRO don’t own
that risk, no dedicated workstream will compensate.

Mistake 2: Announcing a story people can’'t own.
The default playbook is familiar: leaders launch a glossy

“better together” slide at the town hall, people are told why
the merger makes sense, but they are not given the space to
explore what it means for them—what will be lost and gained,
what's expected of them, whether they should believe in the
future being described. Even worse, little attention is given to
the enormous opportunity the new, third entity can address.
And so fear entrenches itself, cynicism creeps in, energy drops,
and discretionary effort dries up, just when you need it most.

Mistake 3: Rushing structural

integration before emotional integration.

So often integrations rush ahead with org charts and
governance diagrams without legacy leadership teams having
adult-to-adult conversation about what the deal is really for,
what each side must preserve or let go of, and what it means
for their own status and futures. The acquirer’s arrogance
and acquiree’s fear harden into entrenched positions.
Decisions get interpreted through the lens of “winners” and
“losers,” rather than what is right for the combined business.



INSIDE NATIONWIDE'S
VIRGIN MONEY DEAL:
PREVENTING CULTURAL DEBT

Nationwide and Virgin Money faced all of these risks in
the first 100 days of their deal. The difference was that
they chose to handle them directly.

On paper, Nationwide's acquisition of Virgin Money to
make the UK's second largest provider of mortgages and
retail deposits made strong strategic sense. Together, the
organizations had a clear opportunity to create greater
impact in the world and offer more to customers than either
could alone. But the human dynamics were complex.

For starters, there was obvious asymmetry:

Nationwide was a building society and the acquirer, with an
established brand and way of doing things. Virgin Money
was a bank and the acquired, with its own distinctive energy,
informality, and appetite for doing things differently. The risk
was clear: whatever the rhetoric about “best of both,” the
relationship could easily slide into “the Nationwide way”
dominating, with Virgin leaders and colleagues feeling
absorbed rather than valued.

Beneath that sat mixed emotions on both sides. Despite
goodwill and excitement toward the new opportunity,

Virgin Money'’s leaders were on high alert for signals of
hierarchy, formality, and control that might erode what made
Virgin feel like Virgin. For Nationwide leaders, there was
conviction about the upside, but anxiety about governance
complexity, distraction from the core mutual business, and
what the acquisition could do to pace and risk appetite.

For the leaders of the new entity, the challenge was
emotional and cultural integration under conditions of
asymmetry, scrutiny, and uncertainty. Done badly, it would
create lost trust, missed opportunities, and cultural debt in
the first 100 days that would cascade through the business
and take years to repay.
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“For the leaders

of the new entity,
the challenge was
emotional and
cultural integration
under conditions of
asymmetry, scrutiny,

and uncertainty.”




THE
SEQUENCE
THAT BROKE
THE USUAL
PATTERN

The leadership
teams made a set

of deliberate choices
that ran counter to
the standard
playbook and
allowed the critical

conversations to
surface as early
as possible.

First, they started with the senior leaders,

not the organization. They recognized that if the executive
groups on both sides carried unresolved fear and status-threat,
the rest of the organization would simply mirror it. So the focus
at the outset was on the conversations the top teams needed
to have with themselves and with each other.

Next, they worked separately before they

worked jointly—on purpose. Rather than throwing

the two groups into a room and asking them to “bond,”
Nationwide first clarified what success from the deal would really
require of its leadership and culture. Virgin Money then had time
to process the moment and name what it wanted to preserve
and change. Only then did the groups come together. This
sequencing reduced performative alignment and surfaced the
conversations they really needed to have as a new executive.

After that, they had the hard conversations

about what the deal was really for. In joint sessions,
the starting point was a set of frank questions: What impact are
we trying to have together that neither of us can create alone?
What does “best of both” mean in practice, not just in slogans?
What do we need to preserve, let go of or learn on each side
if this is going to work? What might get in the way—in the
market, in our own organizations, in our own behavior?

Those conversations surfaced fears, misalignments and

status concerns early, when they could still be worked with.

Finally, they turned conversation into a

shared blueprint. The output of this work was a concrete
Blueprint and a single set of expectations for how to lead and
operate together: a shared purpose, strategic drivers and
priorities, and a single set of behaviors describing how people
needed to act to execute on the new purpose.



FROM ANNOUNCEMENT
TO MOBILIZATION

When it came to launch, the task was no longer simply to
“announce an integration.” The leaders already had a
Blueprint they had created together and could credibly
stand behind. The work now was to mobilize belief behind it.

Instead of relying solely on town halls and slide decks, the

team used more immersive, exhibition-style formats to bring the
Case for Together to life. Leaders were able to walk through
the story—the purpose, the strategy, the behaviors—and see
concrete examples of what it would mean for customers and
for them. They had space to notice what they liked, what
worried them, what made sense and what did not. The point
was not to hard-sell the narrative, but to let people step
into it and decide whether they could commit to it.

That shift—from “telling” people they were better together,
to “showing” them a future they could explore and own—
was central to building genuine emotional commitment,
rather than surface-level compliance.

WHAT
HAPPENED
NEXT

The results were not just cosmetic. The deal generated a
substantial reported gain on acquisition and a step-up in
statutory profit, at the same time as recording some of the
highest engagement levels among Virgin Money colleagues.
In the subsequent year, Nationwide achieved market-leading
growth in mortgages, retail deposits and personal current
accounts, and it had more net gains in current account
switches than any other provider. It delivered this while
excelling in customer experience, becoming the UK's best
brand for customer satisfaction across all sectors. Rather
than becoming a drag on the organization, the integration
became a source of renewed clarity and energy.

Those outcomes were not the automatic result of good
deal logic. They were the product of leaders treating
the human side of the integration as the main game,
and designing their early moves accordingly.

HEIDRICK & STRUGGLES

“Let people
explore the
purpose, strategy,
and behaviors for
themselves, ask
questions, and see
their own role in
making it real. This
is about getting
people ready to
run through walls
for the new thing
you're building.”
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THREE NON-NEGOTIABLES
FOR YOUR NEXT DEAL

The Nationwide/Virgin Money integration surfaces some key
lessons on what it looks like when you get the human side of
post-M&A integration right. Their leaders understood the risks
inherent in ignored cultural debt, and worked to address them
as first priority. There’s three key takeaways in that for all

leaders facing into integration:

Put cultural debt
on the risk register
from day one.

Map where doubts around
fear, cultural mismatch,
status-threat, and power
asymmetry will hit hardest

in the first 100 days—in
which teams, around which
decisions, between which
leaders. Treat those as risks
as material as system cutover
or regulatory approvals.

If you do not name them,
they will surface anyway, just
later and more expensively.

Articulate a single
set of behaviors
for the combined
business.

Use data and insight if you
have them, but end with a
small set of behaviors that
describe how everyone
needs to act in order to
execute on the new entity’s
strategy and purpose.

Make those behaviors real by
baking them into leadership

selection, development, and
performance conversations
throughout the integration.
Without this, “culture” will
remain an abstraction.

Very few CEOs are capable of unleashing the true potential
of M&A, and more often than not it's because they treat
culture as something to be delegated while you focus on
“the real work” of integration. The Nationwide-Virgin Money
story shows a different choice: make emotional and cultural
integration the work, and use it as the mechanism through
which your investment thesis becomes real.
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Design a Case for
Together people
can walk through,
not just listen to.

Swap the one-off “big
reveal” for experiences

that let people explore the
purpose, strategy, and
behaviors for themselves,

ask questions, and see their
own role in making it real.
This is about getting people
ready to run through walls for
the new thing you're
building. Track not just
attendance, but how many
leaders genuinely believe the
story and feel able to retell it
in their own words.




