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Abstract 

Mergers and acquisitions are an economical strategy of organisations to ensure 

sustainable growth, to improve their competitive advantage and the achievement of 

economies of scale. 

Information Technology is an integral part of organisations and meshed into every 

component of these organisations. The scope of the integration may vary from one 

component to the next. The importance of Information Technology cannot be 

underestimated, since it is facilitating the organisation to reach its specific goals. 

The process of mergers and acquisitions are complex enough without adding stress 

from the different Information technologies and systems. The technical decisions in 

companies are often being made by technical experts, but managers need to take 

greater responsibility for these decisions, knowledge and practical know-how, to ease 

the process of mergers between organisations and departments. 

The objective of the study was to develop a framework that can be applied by 

organisations to assist them, with the use of effective Information technologies and 

systems to successfully complete the merging of two or more organisations. The 

framework could also be useful to general management of Information Technology in 

any organisation, regardless of its intention to merge. 

Even should an organisation achieve great successes, these successes will create new 
and more challenging opportunities. This suggested framework will lead the way to 
overcome the challenges of the new opportunities and improve the performance of the 
company. 

The competitive environment, in which any organisation functions, is ever changing and 

that within itself holds a variety of challenges. In an even faster changing Information 

Technology and Systems environment, it becomes a nightmare to merge two or more 

organisations. Information Technology and Systems being the centre of any 



organisation, structuring a merger or acquisition around this component, from the start 

of the process, should ease the transition and assist in attaining synergy. 

Organisations need to implement value innovation, rather than striving to match or 

outperform the competition. The strategy of the organisation is always changing to 

ensure that the organisation is performing optimally in the industry. Not restructuring nor 

automation, but a conscious redesign process. 

The management of Information Technology within the organisation is important and 

whatever is being redesigned, is to be done so within the rules and should be managed 

throughout, using the available capital (human, organisational, intellectual and 

relationship) this framework suggests. There are no retrenchments, unless inevitable. 

No man is an island is often said of our lives. Within the organisation there is also no 

department that could function on its own. Therefore, all knowledge and information 

available need to be assessed and managed to ensure that Information Technology and 

Systems is used efficiently in the quest for sustainable competitive advantage. 

Specific metrics needs to be developed, evaluated and benchmarked against those of 

competitors, to identify areas of improvements. 

The result of a literature study was to identify the components of the framework. With 

information gathered from the empirical study the final framework was developed and 

discussed. 

Key Words: 
Merger and Acquisitions, Aligned commitment, Business process 

redesign/reengineering, Ethics, Governance, Information, Information audit, Information 

Technology, Innovation, Intellectual property, IT Investments, Knowledge management, 

Law of requisite variety, Organisation design and culture, Outsourcing, Security 

management, Strategy, Structure. 
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Chapter 1 
Nature and scope of the study 

1. INTRODUCTION 
This mini-dissertation focuses on the development of a framework that can be used 

by Information Technology companies involved in mergers and acquisitions. The 

volume of mergers increased exponentially in the last decade, accompanied by a 

failure rate that cost companies more money and resources. 

A vast array of articles and research focus on mergers and acquisitions and various 

aspects relating to mergers of two or more IT organisations. However, in this study 

an attempt will be made to create a conceptual framework to assist organisations 

during Mergers and Acquisitions. The study will aim to provide a conceptual 

framework guiding organisations to look at certain business aspects, related to 

information technology, during the merger and acquisitions process. 

This chapter contains the problem statement and a discussion of the research 

objectives, with reference to the specific objectives as well as the general objectives. 

The chapter also includes an overview of the research method and concludes with a 

brief overview of the chapters. 

1.2 BACKGROUND AND PROBLEM STATEMENT 

Mergers and acquisitions are part of the current economy as much as the production 

schedule is part of production management. Companies are looking increasingly at 

mergers as a way to expand their business. 

The primary drivers behind mergers and acquisitions can be classified into several 
categories like Economies of Scales, Customer Demand, Changing Business 
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Models, Globalisation, Diversification, Ego and Scavenging for Value, but at the 

heart of these drivers is growth (Mack, 2005:7). 

Mack furthermore predicts that in the next five years, 70 to 90 percent of Gartner's 

clients, will be involved in some form of merger and acquisition activity, will it be the 

acquirer, the target or part of a divestiture. 

Merger and acquisition failures can be reported to be in the range between 30 and 

70 percent (Mack, 2002a:2), depending on the studies' methodologies and definition 

of failure (Mack, 2005:8). The reasons for these failures vary from culture differences 

(Mack, 2002a:2), vision vs. strategy, culture shock, overpayment, inadequate due 

diligence, poor execution, ignoring customers and business partners, negative 

market response and too much change (Mack, 2005:9-10). 

There is probably nothing as disruptive to an enterprise as a merger - it typically 

involves most of the company's key people and business processes (Mack, 

2002a:2). Robert Mack (2005:8) quotes research done by Robert F. Bruner when he 

reports that one-third of mergers and acquisitions destroyed value, one-third claimed 

to break even and one-third found that mergers and acquisitions created economic 

value. 

Mergers, acquisitions and divestments are not business as usual. They have specific 

time constraints, information limitations and cultural issues. They require different 

skills and capabilities, and agility in Information Systems (hereinafter referred to as 

IS) processes, architectures and systems (Anon., 2006:4). 

Mittal Steel is an example of an organisation involved in mergers, the challenge for 

Mittal Steel was to bring together a host of different Information Technology (IT) set

ups (Riley, 2006:27). "Merging companies will find it easiest to consolidate networks, 

datacentres and e-mail systems. Business applications are more difficult to 

consolidate, because the choice of application is specific to the processes of the 

individual business unit" (Hadfield, 2006:10). 
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Information System (IS) and business managers must examine the impact of 

mergers and acquisitions on established projects and infrastructures. Integration of 

the correct systems and the timing of the integration process will be dependent on 

strategic, competitive and cultural considerations. During the transition phase, a new 

culture will emerge and information sharing will be critical to enable the evolution of 

the new culture (Mack, Gerrard & Frey, 2002:4-5). 

The consolidation of different business models also impact on the success of 

mergers and acquisitions. Gartner identified three mutually exclusive models for 

corporate consolidation: Absorption, Stand-Alone and Merger of Equals (Mack, 

2002b:4). This by itself can be a major stumbling block during mergers and 

acquisitions. 

Studies have been done on the different frameworks for mergers and acquisitions, 

more specifically stages during the merger process, but limited studies have been 

done on the Information technology components that need to be considered in the 

merger process. 

Although the macro economical climate has an impact on the success of Mergers 

and Acquisitions, the factors that more often than not determine whether or not a 

merger and acquisition is successful, are of micro-economical nature. 

The importance of information technology within today's business environment can 

not be underestimated. "Information enables organisations to plan, allocate, 

coordinate, and control resources more efficiently, while responding to a changing 

environment (Dibrell & Miller, 2002:620)". 

IS should understand the organisation's business context, the strategic link between 

the organisation and its technology. Any changes to your organisation will impact the 

IT department of your organisation (O'Brien, 2004: A3-A7). 
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The stages in mergers and acquisitions are as follows: 

(a) Screening; 

(b) Initial Candidate Evaluation; 

(c) Detailed Candidate Evaluation; 

(d) Closing the Deal; 

(e) Executing the merger or acquisition; and 

(f) Operational review (Mack et al., 2002:11-33). 

From the abovementioned stages it is apparent that mergers and acquisitions 

require many resources and effort from management and employees to make it 

work. Information technology needs to provide the necessary systems to assist 

management in this process. 

1.3 RESEARCH OBJECTIVES 

Research objectives are divided into general and specific objectives. The scope of 

the study will focus on the Information Technology / Systems (hereinafter referred to 

as IT/S) arena. 

1.3.1 General objectives 

With reference to the problem statement the general objective of the study is to 

provide a conceptual framework to assist companies involved in mergers & 

acquisitions to ensure optimal and sustainable success. 

1.3.2 Specific objectives 

The specific objectives of the study are: 

• the development of a conceptual framework to assist companies during the 
merger and acquisition process; and 

• to identify the components included in the framework. 
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1.3.3 Secondary objectives 

The secondary objectives of the study are: 

• Use the conceptual framework to manage information technology, something 

not limited to organisations involved in mergers. 

• Use of financial indicators and trends as an indicator of possible changes in 

the external environment. 

• Identification of possible equation to predict the windows of opportunity in 

which to change IT/S. 

1.4 RESEARCH METHOD 

The research methods used in this study is predominantly a literature review with an 

empirical study. 

1.4.1 Literature review 

The literature review will be based on articles, books, masters and doctoral theses 

as well as internet surveys. The following databases will be consulted: EbscoHost, 

EmraldOnline, Gartner Group, RSAT, News 24, GoogleStudent and Free 

Management Library. The literature review will be conducted to assist in the 

development of a conceptual framework to assist companies during mergers and 

acquisitions. 

1.4.2 Empirical study 

1.4.2.1 Research design 

A survey design is used to obtain information regarding the components included in 

the conceptual framework to assist companies during mergers and acquisitions. 

Participants were informed of the purpose of the survey. This research instrument 

was used to gather voluntary responses about the effects of mergers on 

organisational structures. 
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1.4.2.2 Participants 
Some 31 participants from 154 different IT departments, companies, organisations, 

or departments took part in the study. 

1.4.2.3 Data gathering 
Questionnaires were distributed throughout the IT departments collecting general 

information such as home language, ages, gender, race, qualification, and years 

working for their company. The questionnaires were used to identify possible 

components for the conceptual framework. 

1.4.2.4 Data analysis 
Statistical analysis was carried out with the 15.0 for Windows program (SPSS, 

2006). Descriptive statistics e.g. variance are used to explore the data (Levine, 

Stephan, Krehbiel & Berenson, 2005). Correlations as well as differences between 

specific data were also determined, and Chi-Square tests and Pearson correlation 

coefficients were used to assist in this (Field, 2006). 

1.4.2.5 Research procedure 
All the respondents that satisfied the research scope were used in the data and 

statistical analysis. These were then used in the finalisation of the conceptual 

framework, conclusion and recommendations. 
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1.5 CHAPTER LAYOUT 

The chapter layout is as follows: 

• Chapter 1: Introduction 

o Introduction to the study with background and problem statement as 

well as research objectives and research method. 

• Chapter 2: Background to the study 

o A review in the literature into the components that are recommended to 

be included into a conceptual framework used during mergers and 

acquisitions. 

• Chapter 3: Literature review 

o Identification of the core components of information technology, critical 

review and categorisation of components identified in the previous 

chapter. Identification of possible frameworks to use in the 

development of a conceptual framework for mergers and acquisitions. 

• Chapter 4: Empirical study 

o An empirical research done by questionnaires to determine the 

components that need to be included into the framework that is used in 

the mergers and acquisitions process. 

• Chapter 5: Conclusions and recommendations 

o Combining the results from the empirical and literature review to 

develop a framework that is recommended to improve the success rate 

of mergers and acquisitions. 
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Chapter 2: 
Background to the study 

2.1 INTRODUCTION 

Information technology (hereinafter referred to as IT) has become more and more 

tightly intertwined with business operations and strategy over the years (Applegate, 

Austin & Mcfarlan, 2005:119). There are many approaches to modernise IT 

infrastructure and managers need to understand that flexibility cannot be sacrificed 

in the quest for efficiency (Applegate ef a/., 2005:122). 

The following three issues are consistently regarded as important to managers in 

organisations: 

1) using IT to improve productivity and quality; 

2) creating and maintaining competitive advantage through information technology; 

and 

3) redesigning business processes to better support company strategy (Frenzel, 

1999:16-17). 

The top five IT issues are as follows: aligning IS and corporate goals, instituting 

cross-functional systems, organising and using data, implementing business 

reengineering, and improving the IS human resources (Frenzel, 1999:17). 

The introductory statements foretell that many managerial issues and questions 

need to be addressed relating to IT. This chapter will address the matters and 

through a literature review attempt to construct a concise list for incisive investigation 

when mergers and acquisitions are reasoned. Emanating propositions will then be 

plotted into a potential framework. 
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2.2 IT ISSUES 

The notions that are argued include the following: 

Business and IT 

Business Process Redesign/Engineering (hereinafter referred to as BPR) 

Ethics 

Innovation 

Intellectual property 

IT audit 

Knowledge management 

Managing information systems 

Organisation design and culture 

Outsourcing 

Return on IT investments 

Strategy 

There is a vast array of other issues that fall outside the scope of the study. These 

issues will also differ in importance based on specific organisation characteristics. 

The abovementioned issues will be reviewed in this chapter. 

2.2.1 Business and IT 

Once more, Frenzel (1999:8) asserts that IT depends on a collection of specialised 

knowledge and skills that are important to the firm, but not necessarily available 

generally. IT organisations operate as businesses within businesses, supporting all 

other functional units in diverse ways. 
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Table 2.1 presents some of the aforementioned important functional units and the IT 

applications that typically support them. It is important to know the impact IT has on 

the company and where it is used within the company to reach business goals. 

Table 2.1: Functions and IT applications supporting them 

Functions Applications supported 

Product development Design automation, parts catalogue 

Manufacturing Material logistics, factory automation 

Distribution Warehouse automation, shipping and receiving 

Sales Order entry, sales analysis, commission accounting 

Service Call dispatching, parts logistics, failure analysis 

Finance and accounting Ledger, planning, accounts payable 

Administration Office systems, personnel records 

Source: Frenzel (1999:9) 

The table above supports the opening statements made in this chapter that IT is 

becoming more inextricably interconnected in any business and its strategy. The 

latter is to be discussed later in this chapter. 

Paul Strassmann, as quoted by Frenzel (1999:18-19), presents a model of 

Information Management Superiority premised on the idea that IT management only 

has value within the context of business management. This superiority is sustained 

by five reinforcing and interacting ideas: 

• Governance: Guiding the company individuals and groups to achieve 

business objectives. 

• Business Plan Alignment: IT business plans should be aligned with company 

business plans to be valuable to the company. 

• Process Improvement: All activities need to be regularly evaluated to identify 

areas where improvements can be made. 
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• Resource Optimisation: Managers have to ask constantly whether money, 

space, time and people can be used more efficiently to further company 

goals. 

• Operating Excellence: Quality in the business must be the leading 

consideration in any operations in the business. 

Evidently, IT is an integral part of the organisation and meshed into every aspect of 

the organisation. The scope of the integration may vary from one aspect to another, 

but nonetheless the importance of IT can not be underestimated, since it is 

facilitating the organisation to reach its specific and general goals. 

2.2.2 BPR 

BPR refers to the "radical business redesign initiatives that attempt to achieve 

dramatic improvements in business processes by questioning the assumptions, or 

business rules, that underline the organization's structures and procedures, some 

which could have been in place for decades" (Martin, Brown, DeHeayes, Hoffer & 

Perkins, 2005:362). Simple questions like "why", "what if, "who says so" and "what 

does our customer think" can lead to breakthroughs. 

BPR is about making organic changes to processes through the use of technology to 

achieve dramatic improvements (Grant, 2002:85). Effective communication is vital to 

organisation decision making from a technical and social communication perspective 

(Grant, 2002:86). BPR is also the analysis of processes, not activities, and the 

design of work flows and processes within the organisation (Galliers & Leidner, 

2003:440-441). 

BPR focuses on the whole process - starting from the conceptual stage to final 

product design. Not all BPR and innovation attempts will be a success; nonetheless, 

some of the reasons include: 
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• Correcting the process instead of changing it: Some companies find it easier 

to just tweak certain aspects of the process, instead of looking at ways to 

change the process completely to obtain better performance. 

• Loss of nerve: It takes a lot of effort and commitment to change any business 

process, with a lot of resistance from different sources within the company. 

• Change of company champion: Management may decide that certain 

processes that are re-designed are not worth the effort to redesign. 

• Settling for minor results: In certain re-design activities organisations start the 

process and as soon as the organisation begins to get results in the beginning 

stages of the process they accept these minor results as satisfactory. 

• Culture, attitudes and skills base: This has a major impact on any effort from 

an organisation to begin any BPR project. 

• Resistance to change: It is human nature to keep the status quo in place and 

any external forces attempting to change this is resisted. As soon as there is 

any hint of resistance the BPR project is normally abandoned (Gunasekaran 

& Kobu, 2002:2522). 

Structure plays an important role in organising people, technology, decision making, 

control and management. A good structure will assist any reengineering efforts 

(Grant, 2002:87). The importance of strategy and structure will take discussion later 

on in the chapter. 

IT plays an important role during the initiation and maintenance of BPR. Table 2.2 

presents a summary of these roles. IT plays a pivotal role in the BPR process and 

perceptive knowledge of using IT in the process will ensure the success of any BPR 

effort. 

BPR is necessary in any business to ensure a sustainable, competitive advantage in 

the industry. In being complacent in the method of doing things, inefficient processes 

for the present and the future will follow. Advances in technology and skills 
12 



improvement of the organisation's workforce, should be sufficient to ensure optimal 

performance. 
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Table 2.2: IT Roles in initiating and sustaining BPR 

Create infrastructure and manage information that Bring vast amount of information to the process Create a digital feedback loop 
supports evolving organisation 

Foster process thinking in the organisation Bring complex analytical methods to bear on to the Establish sources of critical evaluation of the BPR 
process process 

Identify and select process for redesign Enhance employees' ability to make more informed Improve IT processes to meet increasing needs of those 
decisions with less reliance on formal vertical divisions that have gone under reengineering process 
information flows 

Participate in predicting the nature of change and Identify enablers of process design Institute a program of "cleanup" and damage control in 
anticipate the information needs to support that case of failure 
change 

Educate IT staff on non-technical issues such as Capture the nature of proposed change and match IT Communicate ongoing results of the BPR effort 
marketing, customer relationships, and so on. strategy to the change 

Participate in designing measures of success/ Capture and disseminate knowledge and expertise to Help build commitment to BPR 
failure of reengineering improve the process 

Communicate ongoing results of the BPR Evaluate the potential investment and return of 
reengineering efforts 

Transform unstructured processes into routine 
transactions 

Reduce/replace labour in process 

Measure performance of current process 

Define clear performance goals and objectives to drive 
the implementation 

Define the boundaries and scope of the process 

Source: Attaran (2004:587) 
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2.2.3 Ethics 

IT has a profound effect on society, and IT professionals need to recognise this in 

the formulation of their policies, realising that it will affect the wellbeing of millions of 

consumers and also enfold legal ramifications. 

Technical decisions in companies are often made by technical experts, but 

managers need to take greater responsibility for those decisions. Decisions should 

be made with an open mind: objectively, making ethical decisions based on technical 

savvy, business know-how, and a sense of ethics. Managers also need to create a 

working environment in which ethical dilemmas can be discussed openly, objectively, 

and constructively (Reynolds, 2007:21). 

Fostering good business ethics in business decisions includes the following: 

• Gain the goodwill of the community. Companies primarily exist to make profits 

or provide services to customers, but it is equally important to recognise the 

social responsibility they have to society. 

• Create an organisation that operates consistently. Companies should develop 

and abide to values to create a consistent approach that meets the needs of 

their stakeholders, employees, customers, and so forth. 

• Produce good business. Through the use of sound ethical practices, a 

company saves on costly recalls or lawsuits; these companies retain their 

original clients, instead of losing them to their competitors. 

• Protect the organisation and employees from legal action. Companies need to 

show their compliance and ethics programs to avoid prosecution. In the IT 

business there are sets of rules defined to comply with, like King II, Sarbanes-

Oxley Compliance, and so on. 

• Avoid unfavourable publicity Public reputation impacts on companies' stock 

value, how customers view products and services, the degree of oversight 
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from government, and others. This motivates companies to build a strong 

ethical programme (Reynolds, 2007:8-10). 

Noticeably, ethics is the silver thread that characterises the actions taken by the 

organisation in its daily activities. Ethics from one company will have communalities 

with the ethics of another, but in most cases their ethics and actions are unique to a 

specific company. 

Ethical behaviour will be viewed as favourable or unfavourable by the community in 

which the organisation does business. 

2.2.4 Innovation 

Management structures need to introduce new technologies into a company; 

different from the structures that maintained older, established technologies. A 

guiding principle is to encourage the IT staff and business users to innovate with 

newer technologies while simultaneously focusing on control and efficiency of 

existing systems (Applegate etal., 2005:419). 

Innovation is necessary in the IT arena to obtain and sustain a competitive 

advantage; when rapid innovation is required managers must be sure that rigid 

policies do not interfere with experimentation or learning. Suggestions to manage 

innovations are as follows: 

• Move from centralised, IT-driven innovation to decentralised, user-driven 

innovation. 

• User-driven innovation even if there is protest from IT departments. 

• Move from decentralised, user-driven innovation to centralised IT 
management. 

• Move from decentralised, user-driven innovation to unexpected centralised 

innovation. 
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The abovementioned suggestions indicate that no perfect recipe exists to manage 

successful IT innovation (Applegate et a/., 2005:421). Innovation is necessary to 

sustain a competitive advantage since the environment in which an organisation 

operates in, is constantly changing to adapt to the needs of the market it serves. 

2.2.5 Intellectual property 

Reynolds (2007:172-173) comments that: "Intellectual property is a term used to 

describe works of the mind, such as art, books, films, formulas, inventions, music: 

and processes, that are distinct and 'owned' or created by a single person or group." 

Table 2.3 will clarify the comparison of physical and intellectual property. 

Table 2.3: Comparison of physical and intellectual property 

Factor 

Multi-use 

Physical Property Intellectual Property 

Use by one form precludes Use by one form does not prevent 

simultaneous use by another use by another 

Physical depreciation Depreciates, loses value, wears out Gain value, does not wear out 

Protection and enforcement from Generally can protect and enforce May be difficult or expensive to 

encroachment ownership protect and enforce ownership 

Source: Dorf and Byers (2005:219) 

Innovation and knowledge are important to companies' competitive success, 

explaining the value of managing intellectual property for most firms (Dorf & Byers, 

2005:219). As seen from table 2.3, defending any intellectual property in the 

company is imperative, since it is something that can be used by competitors to 

disrupt sustainable growth and market share of the company in the industry. 

Table 2.4 gives an overview of certain intellectual properties that exist in companies 

today. It is important to be aware of these intellectual properties and its legal 

implications on the company, especially during mergers and acquisitions. Chapter 3 
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explores mergers and acquisitions in more detail and how to deal with the legal 

issues involved. 

Table 2.4: Intellectual properties in today's companies 

Property Description 

Copyrights Protection available to the author of original "literacy, dramatic, musical, artistic, graphical, 

sculptural, architectural, and certain other intellectual works which are fixed in any tangible 

medium of expression." 

The owner can give authority to others to do the following: reproduce the copyrighted work, 

prepare derivatives of the work, distribute and transmit copies of the work, and perform and 

display the copyrighted work 

Patents Patents grant the inventor the right to exclude others from making, using, selling or offering 

to sell an invention in a certain country or importing the invention to a certain country for a 

limited period of time. 

Patents are categorised as follows: Utility, design and plant patents. 

Trademarks A trademark is a word, name, symbol or device used to indicate the origin of ownership of a 

product or service. Brand names and domain names are examples of a trademark. 

Trade secrets Trade secrets are business information that represents something of economic value, have 

required effort or cost to develop, have some degree of novelty or uniqueness, generally 

unknown to the public, and are kept confidential. 

Source: Sherman (2003); Reynolds (2007) 

Key intellectual property issues that need to be addressed by managers include: 

• Plagiarism: The theft and passing off of someone's ideas or words as one's 

own. Certain information that are not made available to the public can be used 

by another company to gain a competitive advantage, whether or not the 

information was obtained legally or not, and information needs to be secured 

to prevent this. 

• Reverse Engineering: The process of taking something apart in order to 

understand it, build a copy of it, or improve it. The company can develop a 

new business process by using reverse engineering to solve complex 

problems. 

18 



• Open Source Code: Any program whose source code is made available for 

use or modification as developers or users see fit. One consideration to keep 

in mind is that although software is virtually free, one usually needs to pay to 

get the necessary support and add-on functions. 

• Competitive Intelligence: The gathering of legally obtainable information to 

help a company gain competitive advantage over its rivals. 

• Cybersquatting: The registration of domain names of famous trademarks or 

company names, with the hope that the trademark owner will buy the domain 

name for a large sum of money (Reynolds, 2007:184-192). 

The abovementioned confirms the importance of protecting the organisation's 

intellectual property. Of equal importance are the legal issues surrounding 

intellectual property as well as the levels and the inventory of intellectual property 

that can be linked to knowledge management. 

2.2.6 Knowledge management 

In today's business there are various terms to describe what was previously known 

as business wisdom or know-how; it includes business intelligence, competitor 

intelligence, knowledge networks, working knowledge, and more. 

Knowledge management is the most influential of the abovementioned concepts 

(Marchand & Davenport, 2000:51). Dorf and Byers (2005:199) state that "knowledge 

management is the practice of collecting, organizing, and disseminating the 

intellectual knowledge of a firm for the purpose of enhancing its competitive 

advantage." 

"Knowledge includes the insights, understanding, and practical know-how that 

employees possess. Knowledge management is a method of systematically, and 

actively managing ideas, information, and knowledge of employees" (Marchand & 

Davenport, 2000:51). Knowledge management systems are intended to help 

interpret, organise, and make widely accessible the expertise of the company's 
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human capital to help the company cope with rapid turnover, change, and 

downsizing. 

One of the reasons explaining the importance of knowledge management is that new 

software and technological developments have allowed the capturing and sharing of 

information throughout the organisation (Marchand & Davenport, 2000:51). 

Before knowledge can be put to work in organisations, it needs to be organised for 

constant change. The company needs to be organised for constant innovation - a 

mindset that is essential for survival in a fast changing world (Buckman, 2004:237). 

Issues in knowledge management include identification of knowledge and its 

location, validation of knowledge and verification of its value, obtaining it in a useful 

form at a reasonable cost, determining where it is most valuable and useful for the 

business, availability in the appropriate form, using sustainable technology and 

ensuring that the knowledge is used to benefit the business (Marchand & Davenport, 

2000:188). 

Organisations need to adapt its behaviour and actions with the knowledge obtained. 

Learning organisations are skilled at five activities; these include "systematic 

problem solving, experimentation with new approaches, learning from own 

experience and own history, learning from experiences and best practices of others, 

and transferring knowledge quickly and efficiently throughout the organization (Dorf 

&Byers, 2005:201)". 

Table 2.5 presents the process of entrepreneurial learning in six phases, as adapted 

from Garvin in Dorf and Byers (2005:201). It is necessary to be aware of these 

phases since it can be used by any company or organisation in any stage of their 

lifecycle. In the merger and acquisition phase it is even more important to determine 

specific processes that need to be revisited as well as to identify opportunities in the 

merger and acquisition phase. 
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Table 2.5: Entrepreneurial learning process 

Step Question Outcome or Action required 

1.) Identify the problem or 

opportunity 

What do we want to do? Desired specific result 

2.) Analyse the problem or 

opportunity 

What is the key cause of the 

problem? 

Key cause identified 

3.) Generate potential solutions How do we make a positive 

change? 

List of possible solutions 

4.) Select a solution and create 

a plan 

What is the best way to do it? Establish the criteria, select the 

best solution, and set a plan to 

accomplish it 

5.) Implement the selected plan How do we implement the plan 

effectively? 

Monitor the implementation 

6.) Evaluate the outcome and 

learn from the results 

How well did the outcome match 

our desired outcome? 

Verify that the problem is solved. 

Why did it work? 

Source: Dorf and Byers (2005:202) 

Knowledge transfers differ from any other tangible resource since knowledge grows 

as it is used. This is caused by the perspective used by the recipient of the 

knowledge, as well as the combination of knowledge with existing knowledge 

obtained from experience to generate new insight (Harlow and Sampler, 2003:17). 

Measurement of knowledge is important; equally important is the development of 

measures to track if knowledge sharing is contributing towards the success of the 

organisation. It is important to set activity measures aside and focus on 

organisational goals. The only way to tell if one is moving in the right direction is to 

have goals and strategies in place to reach them (Buckman, 2004:220-222). 

Buckman (2004:222) quotes E. O. Wilson addressing the importance of a vision and 

action: "Vision without action is fruitless. Action without vision is pointless. Action and 

vision together can change the world". 
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If knowledge is managed in the organisation correctly and efficiently, it has the 

potential to become the most valuable asset in the organisation, guiding the 

organisation to reach its goals. 

2.2.7 Managing information systems 

The importance of management of information systems (hereinafter referred to as 

MIS), will be something that will be a requirement in businesses in the future. 

Information can be seen as the basis for understanding the business; it is becoming 

the most important factor differentiating successful firms from unsuccessful firms. 

New approaches to information systems blend technological knowledge of computer 

experts with the vision of senior management (David, 2007:327). 

It is necessary that IT functions and other functions within the organisation adapt to 

internal and external forces and constraints in searching for management systems to 

govern their planning. The company's planning system establishes many parameters 

to which the company's IT and other functions must conform (Frenzel, 1999:91-92). 

There are different views on how IT and information use can be linked to business 

performance (Marchand & Davenport, 2000:10). These are discussed below. 

2.2.7.1 Good IT practices will increase business performance 

IT practices will increase business performance if IT priorities are aligned with the 

business to deliver IT applications and infrastructure. Management expects IT to 

improve performance in the following ways: 

• Improvement of the efficiency of business operations. 

• Improvement in communications in the support of smoothly functioning 

business processes. 
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• Facilitate managerial decision making by providing appropriate information for 

market forecasting, new customer trends and so on, or simply helping people 

to locate and share knowledge. 

• Supporting innovation in new product and service development and facilitate 

growth and new initiatives. 

2.2.7.2 Better information practices will increase business 
performance 

This view holds that good IT practices are necessary, but not sufficient to improve 

business performance. The supporters of this viewpoint hold that careful attention 

needs to be paid to the ways in which information is sensed, collected, organised 

processed and maintained. People who turn data to information can be engaged to 

improve customer relations, initiate product innovations, employ financial controls, 

and so forth, and are critical for the improvement in performance. According to this 

view, managers need to pay more attention and examine their business information 

practices. 

2.2.7.3 Better information behaviours and values will increase 
business performance 

This view of the link between business performance and how IT is used is people-

orientated, while the two previous views are IT-orientated. The view supports the 

vantage point that IT failed to live up to its promises due to the behaviour of 

employees and cultural values of employees, because information and knowledge 

are not shared. 

The question can be asked why managers should understand the IT industry more 

than any industry or technology used in their business. Some of the reasons may be 

that IT: 
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• Affects strategy, IT is tightly intertwined in the organisation, changes to the IT 

function will affect the strategy of the organisation since the strategy is mostly 

based on aspects that are integrated with the IT function. 

• Affects many functions, as previously mentioned. IT supports various aspects 

in the organisation, from the human resources department, manufacturing 

department, to the infrastructure maintenance department. 

• Applications are unlimited, requiring a creative combination of corporate 

visioning and understanding of IT. 

• Impacts on the leveraging of profitability. 

• Is put to use to change revenues and costs (Harlow & Sampler, 2003:8). 

Decisions on the appropriate time to move to new systems or innovations will be 

discussed in the next chapter. 

Working smarter needs to be the prerogative: "An hour spent working, produces an 

extra hour's worth of output, while an hour spent on improvement may improve the 

productivity of every subsequent hour dedicated to production (Tushman & 

Anderson, 2004:164)". 

Doing the obvious things right is not sufficient enough, rather do the right things right. 

2.2.8 Organisation design and culture 

Organisational design is the design of an organisation in terms of its leadership and 

management arrangements: selection, training and compensation of its people, 

shared values and culture, structure and style. Table 2.6 indicates the elements of 

the organisation: the last four - talent, leadership team and management, shared 

values and culture, structure and style - can be considered elements of 

organisational design (Dorf & Byers, 2005:261). 
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Table 2.6: Organisation elements 

Mission and vision 

Goals and objectives 

Strategy 

Capabilities and resources 

Processes and procedures 

Talent 

Leadership team and management 

Shared values and culture 

Structure and style 

Source: Dorf and Byers (2005:261) 

A good organisational design leads to the reduction of bureaucratic costs so that 

low-cost advantage can be achieved. Good design also maximises the firm's value 

creation capabilities, leading to differentiation advantages and good profitability (Dorf 

and Byers, 2005:261). 

The use of computer-assisted and decision-support communication technologies, 

used to provide information to different levels in the organisation, enables the 

expansion of decision-making scopes, without compromising timeliness or the quality 

of decisions (Galliers & Leidner, 2003:474). 

It is important to recognise that the design of an organisation structure involves more 

than just the hierarchical design and lines of authority; a closer look regarding the 

following aspects is imperative: 

25 



• Organisation Culture: the bundle of norms, values and rituals that are shared 

by people in an organisation that governs the interaction with each other and 

stakeholders. 

• Organisation Values: are the guidelines and expectations that impose 

appropriate kinds of behaviour for the members of the organisation. 

• Organisational Rituals: are ceremonies, observances, traditions that serve to 

bind members together in the organisation. 

Organisational design is linked to the structure of the organisation; hence the 

strategy of the company follows. 

2.2.9 Outsourcing 

Companies use outsourcing to attempt to gain a competitive advantage over their 

competitors. The right structure needs to be in place to ensure success of 

outsourcing, though it does not guarantee its success (Applegate et al., 2005:447). 

Outsourcing is a strategic alliance with another company and there are several 

factors vital to the success of the alliance. Both parties in the alliance need to make 

a sustained effort to work together (Applegate et al., 2005:437), even if the deal that 

made sense in the beginning of the alliance, may after a few years look as a waste 

of valuable time and resources. 

The factors vital to a successful alliance include: 

• Contract flexibility: Contracts change over time, and sometimes these 

changes are radical. 

• Standards and control: Companies are concerned about handing over control 

of certain parts of the company to a third party. 

• /Areas to outsource: It is important to decide which area of the business can 

be outsourced, keeping in mind that managing different outsourced areas can 

stack up the coordination costs. 
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• Cost savings: Outsourcing without any cost benefits is simply not worth the 

effort. 

• Supplier stability and quality: Outsourcing is a strategic alliance with a third 

party. It is essential to choose the correct partner who will be able to provide 

the necessary benefits for the company. 

• Management fit: Outsourcing is normally done over a long period in time and 

commands a medium term commitment, with shared decision and problem 

solving taking place. It is necessary to obtain the correct fit in the 

management of the different management cultures. 

A quick overview of the perceived advantages and disadvantages of outsourcing is 

provided below: 

• Advantages: 

o Saving money; the alliance partner is able to provide the product, or 

service at a reduced price, even lower than the price the organisation 

can provide it for. 

o Improves flexibility; the organisation can turn its focus towards the 

more important aspects. 

o Capital reduction; no more investment is needed in expensive 

equipment to produce a product or to deliver a service. 

o Improvement in quality; the complete package of products or services 

can be monitored to ensure improved quality (Metty, 2006:66) 

• Disadvantages: 

o Unexpected cost and complications 
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■ Alliance members may experience financial problems and after 

they are acquired by another organisation, the procedures and 

process need to change. 

■ Alliance vendors may decide it is more important to get the 

business of bigger organisations in the same industry, thus 

neglecting the client, namely you. 

■ Rapid turnover of skilled employees at the alliance vendor; the 

one day you are dealing and negotiating with a specific person 

in the alliance organisation, the next day that person is not 

working for the vendor, and you need to start over the process 

of getting acquainted with somebody else who took over your 

account at the vendor. 

■ Cost of upgrading infrastructure, or leasing facilities overseas. 

■ Communication gaps between different countries, culture 

differences, and so forth (Weidenbaum, 2004:34-35). 

Companies' outsourcing strategies regarding outsourcing will vary from one 

company to another. Chapter 3 explores outsourcing and the considerations 

surrounding outsourcing. 

2.2.10 Return on information technology investments 

Companies expend scores of money on their IT, but despite all the investment in IT, 

managers struggle to explain the benefits of these investments in financial terms. 

The tendency is to explain these investments in terms of improvement in 

productivity, response times, customer complaints and other non financial measures 

rather than using real return on investment in information technology (hereinafter 

referred to as ROIT) (Frenzel, 1999:415). 

'Accounting for IT resources are complex and difficult (Frenzel, 1999:417)". This is 

due to the fact that expense mechanisms are tied to internal workings of complex 
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software and hardware systems. The separation of knowledge workers and their 

equipment from each other also provide additional problems. 

Certain business assumptions need to be made when looking at ROIT (Anon., 

2003:7). These include assumptions regarding: 

• Benefits and cost of investing in IT projects. 

• Tools used to measure ROIT, and how ROIT is measured. 

• ROIT model used - considering the characteristics, strengths and weaknesses 

of different ROIT models. 

o Business Value Index: The Hackett group's Business value index 

benchmarks IT organisations based on their alignment to corporate 

strategy, their ability to partner with suppliers, and the level of 

technology integration. 

o Information Economics: The beta group approaches ROIT as focusing 

on communication rather than data analysis, resulting in an holistic 

view of all IT investments and an understanding of IT spending linked 

to business results. 

o IT Performance Management Scorecard: The IT performance 

management group asks the organisation to identify key success 

factors associated with the health of its IT organisation. Together with 

metrics, the group helps the organisation to develop between eight and 

fifteen key performance indicators. 

o Total economic impact: The Giga information group expands traditional 

cost analysis by adding benefits and flexibility. It identifies the IT 

project's goals, then determines the technology costs, factor in risk and 

flexibility. These results are communicated and metrics are developed 

to evaluate the project's success. 

o Total value of opportunity: The Gartner group uses a methodology 

based on their business performance framework - the company's set of 
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business metrics. Organisations can determine with these metrics the 

opportunities available and translates it back to standard business 

terms (Anon., 2003:11). 

It is clear from the abovementioned that ROIT is in many circumstances complex 

and difficult to measure. Another consideration is the net present value of IT 

investments and the window of opportunity for change of systems. This will be 

discussed in chapter 3. 

2.2.11 Strategy 

A strategy is a plan or roadmap of the actions that the firm or organisation will take to 

achieve its mission and goals. This is a dynamic plan that keeps evolving (Dorf & 

Byers, 2005:78). It must be action orientated and based on the firm's opportunities, 

strengths and competencies. 

A mission statement provides the answers to the question relating to what the 

business is about, while the vision statement addresses the question about where 

the company is going (David, 2007:60). A shared vision creates a commonality of 

interest that possibly can lift workers out of the day-to-day slump, into a new world of 

opportunity and challenge. 

Strategic management can be defined as the art and science of formulating, 

implementing, and evaluating cross-functional decisions that enable the company to 

achieve its objectives; thus it is associated with the term strategic planning (David, 

2007:5). 

David further states that strategic management consists of the following stages: 

• Strategy Formulation: the development of a vision and mission, identification 

of company strengths and weaknesses, external threats and opportunities, 

establishment of long-term objectives and goals, generation of alternative 

strategies and deciding which strategies to follow. 
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• Strategy Implementation: the development of a strategy supportive culture, 

creating an effective organisation structure, directing marketing efforts, 

preparation of budgets, development and utilisation of information systems, 

and linking employee compensation to organisational performance. 

• Strategy Evaluation: All strategies are exposed to change, internally and 

externally. Strategy evaluation consists of three activities: 

o review of external and internal factors that are the basis of current 

strategies; 

o measuring performance; and 

o taking corrective actions. 

Evaluation of strategy is needed because the success of today does not 

guarantee the success of tomorrow. 

"Success always creates new and different problems; complacent organizations 

demise (Frenzel, 1999:6)". Most of the time organisations are adaptable towards 

changes in their environment and they are able to adapt to changes that have an 

impact on their strategies and competencies. Gaps are filled by the acquisition or 

development of new competencies. Strategies are then revised to exploit new 

opportunities and defend against new threats in the ever changing environment. The 

structure will then be redesigned, if needed, to support its strategy. This holds true to 

the theory, according to Werther (1999), that structure (form) should follow strategy 

(function). Although true in most situations, there are exceptions to the rule that also 

need to be addressed. 

Venter (2007) explains that Chandler states that structure follows strategy, but he 

contests that structure constrains strategy, leading to a strategy trap. This is 

illustrated in Figure 2.1. 
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Figure 2.1: Constraints of structure on strategy 

Source: Venter (2007) 

W Ashby, as quoted by Venter (2007), states that the law of requisite variety 

contains the following statements; 

• The larger the variety of actions available to a control system, the larger the 

variety of perturbations it is able to compensate. 

• The variety in a control system must be equal to or larger than the variety of 

the perturbations in order to achieve control. 

• Only variety can destroy variety. 

Simplified it means, the receiver of a message must be able to handle the variety of 

the message sent from the sender, The variety of the receiver preferably needs to be 

bigger than the varieties of the context of the message sent to the receiver. An 

example of this is the situation regarding the Year 2000 conversion that caused 

major problems: the receiver was not able to handle a 4-digit variety in the date 

structure and the sender was forced to send a 4-digit variety to increase 

effectiveness. Date format in the 20th century was '77 or '98, while in the 21st 

century it needed to be adapted to 2000 or 2007. Megabucks later the problem was 

solved. 
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The question is how this applies to IT management; IT needs to tweak the variety of 

the message sent by the receiver, or increase the variety understood by the sender. 

This can be achieved by: 

• Reducing the signal variety by making use of standardisation or simplification 

and automation. 

• Amplifying the receiver variety by consulting with business consultants, the 

organisation's Central Information Officer or with general managers. 

Referring to strategy once again, it is important to recognise the roles in the 

business; the environment is the sender that sends information containing variety 

that needs to be processed in the definition of the strategy; thus strategy is the 

receiver of the message containing variety. Strategy is dependent on the structure to 

increase its variety. Management needs to know how to manage this strategic trap. 

To break the strategic trap, one needs to reinvest in a new set of technologies. The 

problem is that one needs to do so every time you change strategy. Venter suggests 

that a company invests in generality, redundancy and the freedom of movement. 

Technology investment that provides more variety must provide the freedom of 

movement for managers to change strategy without changing the structure 

supporting the strategy every time. 

Venter (2007) gives the example of the process ABSA bank followed during the 

merger of five banking institutions. The merger was completed in the late 1990s, a 

complete strategy change was taking place and the management needed to create 

requisite variety in technology. Most of the organisations involved in the merger 

moved to the same mainframe and network; standardisation of equipment also took 

place. Systems were put into place to support the strategy and ABSA designed their 

structure in such a way that the variety of the receiver was able to interpret the 

message from the sender. They designed the structure to support changes in 

strategies for the following few years. Automatic teller machines and point of sales 

magnetic stripe machines were designed to support Europay, Master Card, Visa, 

(hereinafter referred to as EMV) smartcards, something being implemented only 

now. 
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Strategy management takes place in various hierarchical levels in large 

organisations and consists of various terms or components like competitive 

advantage, strategist, vision and mission, external opportunities and threats, internal 

strengths and weaknesses, long-term objective, strategies, annual objectives, and 

policies. 

Survival of companies is dependent on the company ability to identify and adapt to 

change in the environment of the industry effectively in the long run. 

2.2.12 IT audit 

Cost involved in the management and handling of information for some organisations 

continue to be unnecessarily high, because they have become technology led and 

failed to make the appropriate distinction between information the company needs 

and the information technology which is needed to process that information (Swash 

1997:312). 

An information check up should be customised to fit the organisation - the focus 

changes depending on the goal of the check up and the status of the information 

services (Dobson, 2002:32). As soon as the goals are clearly defined, management 

can be approached to obtain support in terms of expenditures and cooperation from 

busy persons. 

Information audits generally have the purpose to maximize the leverage of 

investments in information systems and technologies to ensure the strategic 

alignment with the overall goals and mission of the organisation (Raval & Gupta, 

1998:22). 

Information, according to David (2007:152), ties all business functions together and 

provides the basis for all managerial decisions; it is the cornerstone of all 

organisations. 

It is necessary to be aware of the information available in the business, to prevent 

duplication of information, as well as the reinvention of the wheel. Costs can be 
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saved by the organisation if information was used more productively, and this is 

where knowledge management plays a role. 

Metrics are used to measure specific activities within the organisation, and the 

results of these metrics can be benchmarked against industry norms. Chapter 3 will 

exploit further into this subject manor. 

2.3 SUMMARY 

The chapter gave an overview of certain aspects and concepts that are important to 

any organisation. Some aspects were not mentioned - these aspects and concepts 

fall outside the scope of the study. The importance of IT as well as technology 

combined with the management of the aspects and concepts were emphasised. 

Even though some of the aspect and concepts are of lesser importance than other 
aspects and concepts, they are still important to mention, since they form part of the 
bigger concept. 

Simply assessing the aforementioned aspects and concepts individually will not be 

enough. These aspects are intertwined in the organisation and it is imperative that 

these aspects and concepts work together to create synergy. 

In the next chapter these aspects will be categorised to assist in the understanding 

of the working and integration of these aspects and concepts. 
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Chapter 3: 

Literature review 

3.1 INTRODUCTION 
The issues addressed in the previous chapter will be critically reviewed in this 

chapter, including Business and IT; Business Process Redesign/Engineering; Ethics; 

Innovation; Intellectual property; IT audit; Knowledge management; Managing 

information systems; Organisation design and culture; Outsourcing; Return on IT 

investments; Strategy. The focus is the impact of these components, addressed in 

the previous chapter, in the merger and acquisitions arena. 

The chapter starts by assessing the components that shape the IT industry for the 

majority of organisations. The chapter assesses the components mentioned in the 

previous chapter and categorises the components into specific categories, namely 

strategy and structure, management information systems, knowledge management, 

value of IT investments, and special merger and acquisition considerations. The 

latter part of the chapter looks at frameworks that are already available in the 

industry as basis for the development of the final framework. 

The chapter ends with a summary of the chapter. 

3.2 IT COMPONENTS 

The components of IT are discussed through a model emphasising the three 

components of IT. The model as discussed in 3.2.1 gives an overview of the 

dimensions in the IT process as well as the laws that shapes advances in the IT 

industry. 
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3.2.1 IT process dimensions 

Advances in technology are difficult to understand, even at times for IT specialists, 

according to Harlow and Sampler (2003:103). Managers need to assess the value of 

investing in IT technologies and software advances, but should also know how they 

can make the correct decisions without understanding the IT process. 

The IT process consists of three dimensions: power, intelligence and reach. Every 

computer solution involves a computer of given power using software algorithms of a 

given intelligence, reaching a given number of users, over given channels (Harlow & 

Sampler, 2003:103). Figure 3.1 illustrates this process. 

Figure 3.1: Three dimensions of IT process 

Source: Harlow and Sampler (2003:104) 

Improvements in any of these dimensions usually lead to improvement in IT. 

Improvements in power dimension will possibly cause an improved processing 
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speed for specific tasks; this can turn programmers' attention towards the 

improvement of the software architecture, improving the reach of the software, and in 

the end increasing the performance that the end user experiences. Advances in the 

information and communication technology fits into one or more of these dimensions, 

more specifically one of the following nine categories: 

• Power 

o Processing: The central processing unit (CPU) is the heart of the 

computer; for any computationally intensive task, the speed of the CPU 

is critical. Moore's Law, as quoted by Harlow and Sampler (2003:105) 

states that the number of transistors that could be packed into a given 

size of integrated circuits is doubling every 18 months. This means that 

chips can run twice as fast, with twice the amount of complexity, thus 

resulting in a quadruple performance increase. 

■ Storage: Information needs to be stored at a specific place 

where it is accessible for the users of the specific information. 

Less's law states that the cost of storage is falling by half every 

twelve months, while doubling in capacity (Quon, 2004:1). This 

information needs to be accessible at high speed and needs to 

be secured from any sort of malicious attack. 

■ Bandwidth: The final aspect of an IT solution is the speed at 

which the components connect together. Demand for remote 

connections is increasing and controls need to be built in to 

secure these kinds of connections. Gilder's law states that 

bandwidth grows at least three times faster than computer 

power, and communication power doubles every 6 months. The 

implication is that more information can be sent in a second 

through a single cable in 2001 than was sent through the 

internet in 1997 (Gilder, 2001:1). 
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o Intelligence: 

■ Languages: Progress in computer language can be viewed from 

two perspectives: coherence of the program with the real world it 

is representing, and infrastructural support for scaling, portability 

and robustness. 

■ Architecture: Software and hardware architecture exist. 

Hardware architecture is the physical part of the network that 

allows the system to operate, including the software. Concerning 

the software, the focus is on the structure of programs and what 

they can rely on underneath them in the IT environment in which 

they run. 

■ Algorithms: The advances in the complexity of conventional 

algorithms, lead to the experimentation of algorithms that were 

only possible for computers to calculate. 

o Reach: 

■ Connectivity: The more customers available on a network, the 

more the value of adding additional services. 

Metcalfe's law states that the value of adding a node to a 

network increases exponentially as the network becomes larger 

(Harlow & Sampler, 2003:110). The value of an added service to 

a network will be more if there are more customers accessing 

the service on the network. Adding a service to a network only 

providing connectivity to 10 users will not be as valuable as 

adding a service to a network providing connectivity for 1000 

users. 

■ User experience: The reach of IT solutions can increase if it is 

more accessible to users. It is important to build systems that 
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have a friendlier and intuitive user interface. This will reach a 

bigger population and a wider socio-demographic spread of 

users. 

■ Commerce: Alongside connectivity and user experience, the 

level at which one can conduct commerce over the Internet or 

digital networks is a regulator for the power of IT solutions 

(Harlow & Sampler, 2003:103-119). 

Taking all the abovementioned into consideration, the impact of the three dimensions 

on the organisation should be investigated. Moore's Law predicts an increase in 

processing power every 18 months; this means that in the technology arena the 

capacity will change every 18 months. With the increase of storage space at reduced 

cost, the organisation will need to become more proactive to the immense changes 

in the external environment. Gilder's law states that the bandwidth shall double every 

6 months; the question arises whether the organisation is ready for this immense 

increase. 

Organisations should be aware that, although the environment is changing 

constantly, and the organisation adapts to these changes, the environment is set to 

make a paradigm shift. Organisations need to be ready for these kinds of changes; 

the strategy together with the structures needs to be in place for this paradigm 

change in the environment. Investment into redundancy and high availability of 

services provided should be made. A good example of such a paradigm change is 

the way we communicate electronically through electronic mail, (hereinafter referred 

to as e-mail); it took over the traditional way of sending handwritten letters. This is 

not even looking at the next possible paradigm change towards instant messaging. 

The abovementioned only focuses on a few laws and predictions made in the IT 

arena; there are much more to investigate, for instance the 20 laws of telecosm, but 

this falls outside the scope of the study. 

Given the abovementioned, managers need not understand the complete working of 

an IT solution, but they should understand the impact of changing certain 
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components, such as the organisational environment, including the vision, mission, 

goals, and so forth to improve the IT solution. 

Another question that needs to be addressed is whether a change in one of these 

three dimensions impacts the other two dimensions exponentially. In the 

questionnaire an attempt will be made to determine this factor. 

3.2.2 Impact on organisations 

It is clear from the aforementioned section that organisations need to be ready for 

changes in the environment caused by advances in technology. These changes take 

place continuously but after an estimated 18 months' interval a dramatic change 

takes place, the so-called paradigm shift. 

Organisations need to have the correct structures in place to support the change in 

the organisations strategy to keep aligned with the paradigm shift in the external 

environment. Section 3.3.1.6 pertaining to the law of requisite variety, will emphasise 

the importance of the correct structure in organisations. 

Organisations also need to be aware that these paradigm changes impact not just 

the IT department of the organisation, but it impacts the organisation as a single unit. 

3.3 CONSIDERATIONS IN THE MERGER AND ACQUISITION PROCESS 

Based on the literature review done in chapter 2, this section will attempt to group 

the considerations together and provide a better understanding of the concepts. 

3.3.1 Strategy and structure 

It is important for IT organisations to develop and maintain a functional 

strategy to guide the actions of the organisation. These actions must support 

the goals and objectives of the IT department as well as the goals and 

objectives of the organisation. The IT function in an organisation may have its 
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own strategy that directs the IT projects enhancing the objectives of the IT 

function as well as the objectives of the organisation (Frenzel, 1999:76-77). 

Formulation of this strategy is based on a deep knowledge of the industry, the 

opportunities, and the context towards one another (Dorf & Byers, 2005:78). 

Strategy can be viewed as the plan that integrates the organisations goals 

and actions into a single unit, working together to utilise scarce resources and 

capabilities. Strategy is essentially deciding on what to do, what not to do, and 

giving priorities to the task that needs to be done (Dorf & Byers, 2005:80). 

IT strategy, although part of the bigger company strategy, needs to address 

the following topics thoroughly: 

• Business aspects: IT is expected to contribute towards the 

organisations' results. The IT strategy needs to be aware of the 

organisations' business goals and objectives, developing a strategy to 

support the abovementioned. 

• Technical issues: Technology needs to be used to attain an advantage 

for the organisation. The IT strategy should reveal how advanced 

technology is utilised to support organisations' goals and objectives. 

Organisational concerns: IT has a tremendous impact on the 

organisation, some even reaching beyond the boundaries of the 

organisation. Even though changes to systems are necessary and 

supported by top management, a lot of resistance is to be expected 

from the users of the technology. IT managers must lead in educating 

users to use these new systems. 

Financial matters: The IT strategy needs to satisfy financial rules. 

These rules can be constraining the strategy of the organisations IT 

department. Managers should guide their staff through the process to 

conserve energy and time used in the process of developing a 

strategy. 
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• Personnel considerations: IT departments require skilled employees. 

The strategy of an IT department should include strategies to recruit, 

train and retain a team of skilled employees (Frenzel, 1999:77-79). 

Olsen, Slater and Hult (2005:49) quote Porter stating that "Strategic fit among 

many activities is fundamental not only to competitive advantage but also the 

sustainability of that advantage. It is harder for a rival to match an array of 

interlocked activities than it is merely to imitate a particular sales-force 

approach, match process technology, or replicate a set of product features." 

Later in this chapter, the importance of structure on strategy will be 

emphasized. 

"Organizational structures are established to coordinate work that has been 

divided into smaller tasks" (Olsen et al., 2005:51). These structures are 

defined by three typical constructs, including: 

• Formalisation: defines the degree to which formal rules and procedures 

govern decisions and working relationships. 

• Centralisation: indicates where the decision centre is located. Are 

decisions made at top management level or are they delegated to 

lower level managers? 

• Specialisation: defines how tasks and activities are divided in the 

organisation and how much control workers have over these activities 

and tasks. 

It is important for everybody in the organisation involved with decision making 

to understand the strategy of the organisation, ensuring that the correct 

decisions are made at the correct time (Harlow & Sampler, 2003:72). 
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3.3.1.1 Organisation design culture and climate 

An organisation at its most basic level, and the industries and markets within 

which it operates can be defined as a network of specialised nodes, or units, 

working together to achieve a common purpose (Applegate et a/., 2005:80). 

Frenzel (1999:473) concurs that the environment is increasingly becoming 

more complex, driven by tremendous advances in communication and 

information processing capabilities. These advances affect the business 

structures and design. Scott-Morton, as quoted by Frenzel, states that, "There 

is no question that new information technologies (IT) are having a major 

impact on the range of strategic options open to an organization. IT is not only 

creating an environment that is making it imperative for organizations to 

evolve, it is also helping them adjust to the enormous changes outside their 

own boundaries." 

Organisational design goals must be considered in the design of business 

networks, whether the networks are in the organisation or outside 

organisation boundaries. These goals include: 

• Differentiation defines how individuals, groups, and the organisation 

are subdivided into specialised work units. Differentiation can be: 

o Horizontal work is divided into specialised operational units, or; 

o Vertical work is divided into power or authority levels or; 

o Spatial work is divided into geographic or product groups. 

Differentiation enables a network to manage complexity, develop 

specialised expertise and assets, focusing attention and resources on 

accomplishing specific goals and tasks. 

• Integration defines the relationships and links between nodes that are 

required to unite specialised individuals, groups, and organisations to 
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achieve a common purpose creating a shared value. These 

relationships can be: 

o Task-based uniting specific individuals, groups, or organisations 

that work together to perform one or more activities in a process, 

to create economic outcome. 

o Information or expertise-based uniting specific individuals, 

groups, or organisations that provide information or expertise 

required by the network. 

o Social uniting specific individuals, groups, or organisations to 

enable the development of strong bonds of affiliation and identity 

(Applegate etal., 2005:80-81). 

Centralisation or decentralisation is a longstanding corporate strategic issue. 

As soon as organisations are growing larger they tend to decentralise control, 

placing decision-making capabilities closer to operational centres. Many 

organisations', especially conglomerates', growth via acquisitions 

accompanied by decentralised profit centres is considered to be normal. 

Decentralised operations with limited operational control are popular (Frenzel, 

1999:475). 

The advances in technology give organisations the opportunity and capability 

to expand their operations, form alliances and joint ventures, and restructure 

their assets for greater effectiveness. Telecommunications are used to shrink 

time and distance and also assist in the creation of new relationships, whilst 

improving effectiveness and efficiency, promoting innovation (Frenzel, 

1999:475). 

The design of an organisation is a constant learning and agile process in 

which managers must be aware of the impact of changes made to portions of 

their operations on other aspects of their organisations such as suppliers, 

partners, or customers (Applegate etal., 2005:64-65). 

45 



Changing the outlook at all organisational levels is much harder to do than 

just adding any amount of hardware and software (Buckman, 2004:242). 

Change is needed to take advantage of productivity improvements that are 

available to date. Organisations are unique and should decide for themselves 

where they want to go and how they are planning to get there. Buckman 

further states that organisations should consider how much change to the 

organisational climate they can take at any given point in time, and they 

should also set priorities for change consistent with the needs of the 

organisations at a specific time as well as where the organisation is heading. 

Companies need to think about the following statements: 

• Everybody in the organisation has something to contribute towards any 

problem in the organisation; it does not matter where it occurs. Does 

your organisation recognise this fact? 

• Leadership is essential to encourage people to take educated risks. 

How can you help your people to take educated risks? 

• People with ideas have the tendency to have a lot of ideas. How do 

you encourage them to share these ideas in the organisation? 

• People grow in response to the way others see their roles. How can 

you change the perception of what you want your people to be? What 

training can be provided for your people to fill these new roles? 

Coetsee (2006:58) argues that organisational culture is not something an 

organisation "has", it is more what the organisation "is". He further argues that 

organisational climate is a set of conditions which members of the 

organisation experience at any particular point in time. 

Looking only at how an organisation is designed will not be sufficient; a closer 

look at the component, keeping everything together, namely ethics within the 

company is necessitated. 
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3.3.1.2 Ethics 

In Chapter 2 it was already established that ethics depicts the daily actions of 

the company and that it is an aspect that differs from company to company. 

A professional code of ethics expresses the principles and core values that 

are essential to the work of a particular occupational group. The law does not 

provide a complete guide to ethical behaviour, simply saying, it is ethical 

because it is not illegal, and will hold no ground. A professional code of ethics 

does not provide all the answers regarding ethical and non-ethical behaviour, 

but it produces many benefits for individuals, the organisation, and society as 

a whole. These benefits include: 

• Improving ethical decision making: Practitioners of the code of ethics 

use a common set of core values and beliefs to serve as a guideline for 

ethical decision making. 

• Promoting high standards of practice and ethical behaviour: A code of 

ethics is a reminder to professionals of the responsibilities and duties 

they may be tempted to compromise to meet the daily pressures in the 

business. 

• Enhancing trust and respect from the general public: The public 

expects professionals to behave ethically, depending on their integrity 

and good judgement, and offering advice of potential negative effects 

for specific actions. A code of ethics enhances trust and respect of 

professionals, and their profession. 

• Providing an evaluation benchmark: Professionals can evaluate 

themselves against the code of ethics that provides a benchmark for 

self evaluation (Reynolds, 2007:44). 

Reynolds (2007:51) expresses that there are a few common ethical issues for 

IT users to be aware of. They include: 
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• Software piracy: IT usage policies must be set in place to encourage 

users to report instances of piracy and challenge its practice. Users 

must also be aware that it is considered piracy to use a copy of 

software used at work on a different computer at home without the 

purchasing of an additional license. 

• Inappropriate use of computing resources: The computer resources 

used at work are there to assist users to do their work, but most of the 

time users also use this resource to access popular websites, to 

participate in chat rooms, send e-mails that have no relevance to the 

work they do and play computer games. 

• Inappropriate sharing of information: IT users have access to private 

and public information. IT users should know that the sharing of this 

kind of data is not allowed; even if it is done inadvertently, and that it 

may lead to the potential that the information shared fall into the wrong 

hands, for instance the hands of a competitor. 

Reynolds affirms that companies need to develop policies to protect them 

against ethical issues and problems. These policies will not be able to stop 

the wrongdoers, but it will set forth the general rights and responsibilities of all 

IT users, establish boundaries of acceptable behaviour, enabling managers to 

punish violators. In the creation of these policies several actions can be taken. 

They include: defining and limiting of appropriate use of IT resources; 

establishing guidelines for use of company software; structuring information 

systems to protect data and information; installing and maintaining of the 

corporate firewall. 

The buy-in from the chief executive officer, (hereinafter referred to as CEO) 

and the chief financial officer, (hereinafter referred to as CFO) are essential. 

Mauriel (2002:2) asserts that the CEO and CFO set the tone for ethical 

behaviour in the company. Ethical behaviour also needs to be managed 

through all the levels of management. If the CEO supports ethical behaviour 
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but the direct manager is only concerned about hitting the numbers for the 

month, the employee might be tempted to shade the truth. 

The organisation culture and design are shaped by the ethical behaviour and 

guidelines of the organisation. The question arises whether these behaviours 

and guidelines are set by the CEO and CFO? If this is proven to be true, how 

will an organisation be able to change this? 

This topic falls outside the scope of the study, but it would possibly be a very 

intriguing and interesting study. The study will try to assess if the 

aforementioned is in fact perceived to be true by the use of specific questions 

in the questionnaire. 

Simply having a strategy and structure in place will not guarantee the success 

of the organisation. Processes need to be refined and redesigned. New ideas 

must be generated to ensure sustainable growth and a competitive 

advantage. This is where innovation as well as Business Process Redesign 

comes into play. 

3.3.1.3 Innovation 

Every organisation can have an impact on the innovation stream, proactively 

driving it through the organisation's competencies, technologies and 

resources. Innovation streams are patterns of innovation, some building, 

others destroying products that were responsible for an organisation's 

success (Tushman & Anderson, 2004:3). 

Building on core competencies and managing through continuous incremental 

improvement is not sufficient to sustain competitive advantage. Organisations 

is getting trapped in the past, leading to catastrophic failures as soon as 

technology and markets shift. Driving streams of innovations increases the 

probability that the organisation will be able to shape industry standards and 

take advantage of new markets for the new technologies (Tushman & 

Anderson, 2004:3). 
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Innovations have the ability to destroy or build existing competencies. 

Companies need to be aware of this since it will impact their strategy and 

structure if specific innovations change the playing field of competition in the 

industry. 

It is necessary to be aware of the types of innovations in the organisations 

industry as well as the impact of these innovations on the industry. The 

different types of innovation types and streams include the following: 

• Incremental innovation: This type of innovation focuses on the 

improvement of existing products and technologies, to enhance 

customer satisfaction over time. 

• Architectural innovation: Architectural innovation is innovation that 

shifts the subsystems or the linking mechanisms of products. 

Organisations need to identify these changes to the subsystems and 

adapt to these changes to ensure that the organisation is restructured 

to capitalise on these innovations in the industry. 

Discontinuous innovation: These types of innovation change the core 

subsystem of the product delivered by the organisation. It either destroys 

current competencies or builds on it. The organisation needs to be aware of 

these innovations, and should be ready to shift the focus of the company if 

they are not themselves responsible for the innovation (Tushman & Anderson, 

2004:6-8). 

Organisations need to cultivate value innovation, rather than striving to match 

or outperform the competition. Value places the customer at the centre of 

strategic thinking, focussing on totally new ways to do things, rather than 

simply improving things (Tushman & Anderson, 2004:334). Organisations 

have to be aware that employees of the organisation are a valuable asset in 

the creation of new innovations. Ideas and knowledge can be used to identify 

and develop new innovations. These ideas and knowledge creation and 

sharing can take place any time of the day, early in the morning, late at night. 

Ideas can be generated in the office or outside of the office, organisations just 
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need to utilise the ideas and knowledge to their disposal (Buckman, 

2004:264). 

3.3.1.4 Business process redesign/reengineering 

At the beginning of any BPR task, knowledge of the systems and identification 

of suitable pathways are important, encouraging the involvement of all 

employees in the organisation. The development of conceptual models for 

defining the business process from the perspective of adding value to 

services or goods is an important step in BPR. Reengineering relies more in 

the elimination of non-value-adding activities. Activity based costing 

(hereinafter referred to as ABC costing) can be used to identify value-adding 

and non value-adding activities (Gunasekaran & Kobu, 2002:2541). 

Gunasekaran and Kobu (2002:2526) claim that the integration of internal and 

external process capabilities such as production, development, suppliers, 

markets, organisational relationships, and distribution is required in the 

reengineering of a business process. 

BPR has produced a wide range of results, large cost reductions, higher 

profits, and throughput. In many of these organisations, IT has played an 

important role in the BPR process. Despite the successes reported, many 

organisations fail to effectively implement reengineering in their organisations. 

Some of the reasons include: 

• Misunderstanding the concept: Table 3.1 gives an overview of the 

misunderstanding of reengineering, which will lead to the inappropriate 

application of BPR. 
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Table 3.1: What reengineering is positively not 

Downsizing Reengineering eliminates work, not jobs or 
people 

Restructuring Reengineering is concerned with how work is 

done, not how an organisation is restructured. 

Automation Reengineering enables new process design, 

rather than providing new mechanisms for 

performing old ones. 

More of the Reengineering is revolutionary. 

same 

Source: Attaran (2004:594) 

Reengineering is process design, process management, and process 

innovation. It involves the design of the organisation's core business 

process, instead of analysing the current process, reconfiguration of 

the work done to serve the customer more efficiently, and forcing a 

new way of thinking. 

• Misapplication of the term: Reengineering is not cheap, it is a 

challenging process, requiring hard work by managers and employees 

and should be seen as a continuous improvement process. 

• Lack of proper strategy: All of the reengineering efforts need to be 

aligned with the business goals. Attaran (2004:594) quotes Robert M. 

Tomasko who advises, "Don't fix stuff you shouldn't be doing in the first 

place." Reengineering should concentrate on understanding the 

existing process and output goals must be stated clearly and in 

quantitative terms. 
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• Unrealistic objectives: BPR is suggested to take longer than estimated, 

involve more people and resources than were available, and present 

problems no one anticipated. This is because the expected outcome 

targets were unrealistic. 

• Management failure of change: Reengineering does not only require a 

change in the process, it also forces a change in management styles, 

Management must change the way they think, plan, organise, reward 

and inspire. 

• Failure to recognise importance of people: Reengineering changes all 

the aspects of the process, including the job design of the people 

involved in the process, most of the time requiring new skills from the 

people involved. In the reengineering process one of the challenges is 

to cope with the reactions of the employees, who is reacting to the 

enormous change in the organisation. 

• IS failure to change: IS are able to halter the reengineering process. IT 

needs to be redesigned in the reengineering process (Attaran, 

2004:593-595). 

The main purpose of BPR is to improve processes without the retrenchment 

of personnel, but in some cases it unfortunately inevitably involves the 

retrenchment of personnel, as well as changes in the job descriptions of 

certain personnel. 

Figure 3.2 illustrates the link between organisational restructuring and 

behavioural changes with the help of IT for reengineering business processes, 

and hence effective process delivery systems, with the end objective of 

improving the customer's satisfaction. This is necessary to understand, since 

BPR affects the organisation as a total unit and not only single units of the 

organisation (Gunasekaran & Kobu, 2005: 2525). 
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Figure 3.2: A conceptual model for BPR 
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The six principles for the redesigning of business processes are: 

• Organising the business processes around outcomes and not tasks. 

• Assignment of output to those who use the process. 

• Integrate information processes into the work that uses information. 

• Creation of a virtual organisation to treat geographical distributed 

resources as though they where centralised. 
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• Unking parallel activities instead of integrating their results. 

• Have the people who do the work, make all the decisions, and have 

controls built into the system to monitor the results (Martin ef a/., 

2005:362-363). 

In the end it is necessary to understand that BPR is a top-down, process-

driven approach managed by senior managers who aims to improve the 

performance by radical changes in the system over the short term 

(Gunasekaran & Kobu, 2005: 2525). 

BPR needs to be done to ensure that the processes are streamlined towards 

the common goal of the organisation. In a merger and acquisition the IT 

departments of the two organisations need to converge into a single IT 

department most of the times, ensuring efficient use of available resources, as 

well as providing a standard type of service to the customer. 

A closer look at figure 3.2 indicates that all of the aforementioned work 

combines into the following: 

• Organisational changes: This involves the ethics and climate as well as 

the culture of the organisation. It even includes the climate and 

structure that needs to be in place to support innovation. 

• Behavioural changes: Involves the changes in the strategy and 

structure of the organisation. Preparing for these changes may include 

the investing in redundant systems to ensure high availability of 

systems. 

• Information Technology: The organisation's ability to adapt to the 

changes in the technology as soon as there are changes in the 

external environment is dependent on the information systems and 

technology at the disposal of the organisation. 
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It is also important to be aware that the figure does not include the 

forces that apply in mergers and acquisitions, such as political 

environment and rivalry amongst merged organisations. 

This figure, (see figure 3.2) has the potential to be used as the basis in 

the development of the conceptual framework as mentioned in the 

primary objective of the study. 

3.3.1.5 Outsourcing 

Outsourcing involves far more complicated advantages and disadvantages 

than anybody is willing to admit. No company can outsource the 

management, responsibility, or accountability of the company's activities. 

Outsourcing can assist companies operating in the global market 

(Weidenbaum, 2004:32). 

There are different reasons why a company wants to consider outsourcing. 

Some of the long-term reasons include: 

• Freeing up of resources for other purposes. Certain companies are 

involved in different activities; some of these activities are outsourced 

to ensure that the company can focus on its core business. 

• Companies use outsourcing to share risk, 

• In an effort to accelerate reengineering benefits, companies use 

outsourcing to complete reengineering efforts. Allowing a world class 

company to take over a specific process can be viewed as a method to 

reap the benefits of reengineering immediately, without the normal 

delay associated with reengineering efforts. 

• Outsourcing can be used to assist with functions that are difficult to 

manage or control. This is only a temporary fix, it is recommended to 

analyse the problem internally before considering outsourcing the 

specific function. 
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• The utilisation of resources that is not available internally. Using a 

broad spectrum of knowledge and skills outside the organisation can 

ensure that certain functions are performed more efficiently and 

profitably. 

• Companies use outsourcing to reduce and control operating cost. This 

is probably the number one reason why companies outsource. 

• The generation of a cash infusion, through the transferring of company 

assets to specific vendors and then selling the assets to the 

outsourcer. 

• Using outsourcing to avoid large capital investments. A company that 

outsource specific functions don't need to pay for heavy and expensive 

equipment and technology; neither do they need to invest in research 

and development (Elmuti, Kathawala & Monippalil, 2001:21-22). 

Successful implementation of outsourcing has been credited with reduction of 

cost, increasing of capacity as well as productivity. This is true in the case of 

successful implementation, but should be scrutinized for the pitfalls of 

outsourcing if it is not implemented successfully. Such pitfalls and problems 

include the following: 

• The reduction of a company's control over certain services delivered 

raises the exposure of the company for liabilities. 

• The increasing fear of organisations' employees that they might lose 

their jobs, can contribute to the lowering of organisational morale 

(Elmuti et a/., 2001:22). 

• The organisation starts to become dependent on the outside suppliers. 

• Organisations may not be able to attain the proposed cost savings with 

the use of outsourced solutions. 

• Organisations stand the chance to lose certain skills when outsourcing 

specific tasks or processes which can be critical for the organisations. 
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If a company outsource specific activities, the chance exists that 

valuable cross-functional skills will be lost in the process of outsourcing 

(Anon., 2000:690). 

Management should never give up control over their organisation's 

technology road-mapping sessions, the organisation's core competencies; 

and its supplier relationships (Metty, 2006:66). 

The abovementioned, in conjunction with the section covered in chapter 2 that 

outsourcing has the capabilities to be a good business tool, emphasises 

saving time, money and resources, but if it is not managed effectively and 

efficiently it can cause major problems and pitfalls. 

3.3.1.6 Law of requisite variety 

It was established in chapter 2 that the structure of an organisation needs to 

adapt to changes in the strategy of the organisation. The structure needs to 

have built-in redundancy to be able to quickly adapt to the changes in the 

organisations' environment. 

Organisations' adopt specific structures and behaviours that satisfy the 

organisations' demands and characteristics, as well as the business strategy 

of the organisation. Organisations that are able to outperform the competition 

in a specific industry, more often than not use varieties of different strategies. 

The organisation's performance is less dependent on the specific strategy, but 

it is more dependent on the implementation of a chosen strategy. The 

flexibility available to organisations' designers is important in creating 

organisations able achieve high performance. 

Strategic implementation is dependent on organisational structure and 

behaviour. Superior performance is then dependent on the alignment of 

structure and behaviour with a specific strategy's requirements (Olson ef a/., 

2005:50). Redundancy in the organisational structure is needed to ensure the 

adaptability of the structure towards shifting and changing strategies. 
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3.3.2 Management information systems 

In most organisations information systems departments, are given the 

responsibility to manage the company's IT assets: its hardware, software, 

networks, and IS professionals (Martin eta!., 2005:6). The responsibilities and 

roles continued to evolve as the range and reach of information technologies 

have grown. 

MIS purpose is to improve the performance of an enterprise by improving 

managerial decisions. An effective information system collects, stores, 

synthesises and presents information in such a manner that it can be used to 

answer strategic and operational questions. At the heart of all this is a 

database, containing the kind of record (data) important to managers (David, 

2007:152). 

IT managers' roles involve more than technical skill - it involves general 

management skills including the knowledge to manage people, organisation 

requirements and considerations, as well as programming and hardware 

expertise (Frenzel, 1999:13). 

A system is a set of interrelated components that needs to work together to 

achieve a specific common purpose. IS, according to Martin et al. (2005:355), 

can be defined as the collection of IT, procedures, management, and 

distribution of data and information. 

Martin further states that a system shares seven general system elements: 

• Boundary: Describing the elements entails analysis within the system 

and what element is outside the system. Elements inside the boundary 

are assumed to be controllable and easy to change. 

• Environment: Everything outside the system the environment provides 

the input, constraints and assumptions of the system. 
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• Inputs: The resources from the environment are used and manipulated 

by the system such as data or materials. 

• Outputs: The resources provided by the system to the environment, for 

example reports and displays. 

• Components: Activities, subsystems or processes within the system 

transform input into intermediate forms or possible outputs. 

• interfaces: This is the place where two components or the environment 

and systems meet or interact. 

• Storage: Information is normally stored, either temporarily or 

permanently. It includes the place where the materials are stored. 

Awareness of these elements ensures that managers are able to effectively 
manage these systems, without in-depth analysis of each of the elements. 

The information systems need to be managed to ensure the optimal and 

efficient use of scarce resources. The definition of an effective plan is a 

detailed and thoughtful document, describing actions for implementation of 

strategy over the planning period (Frenzel, 1999:92). The plan must address 

the line and staff responsibilities of IT. The plan should assist managers in the 

management of information technology. The following highlights several 

critical success factors that need to be managed by IT managers. 

• Application considerations: An application portfolio is the complete set 

of application programs the organisation uses to conduct its automated 

business functions. Managing these application assets is a difficult 

task; skilful planning is necessary in planning for this activity. 

• Systems operations: Systems operations need to be planned around 

the premise that the system must satisfy the customer. IT must have a 

plan to satisfy its customers' expectations about the IT service they 

receive. The planning consists of service level planning, problem, 

change and recovery management, capacity and network planning. 
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• Resource plans: IT resources consist of money, equipment, people and 

space. The IT plan describes the dependency on available resources 

throughout the planning horizon. People and financial planning are 

possibly the sections of planning and measuring that take most of the 

time from managers' daily actions. 

• Administrative actions: In the planning cycle many administrative 

actions assist in the planning and implementation process of the 

approved plan. 

• Technology planning: IT organisations have the continuing 

responsibility to stay abreast of advances in technology, but they 

should also inform the organisation about such advances (Frenzel, 

1999:92-98). 

The management of the firm's IT assets has become a business imperative, 

according to Martin ef a/. (2005:8). Table 3.2 shows what the goals must be, 

in managing the specific IT asset. 

Table 3.2: IT asset management goals 

Technology A well-defined IT architecture with shareable IT platforms 

and easy-to-use applications. 

Relationships A working climate in which IT and business managers 

share the responsibility and risk, along with selected 

outside IT partners. 

Human An appropriately skilled and supportive internal IT staff 

and well-managed human resources from strategic IT 

vendor partners. 

Source: Martin et at. (2005:8) 

61 



Managerial support systems, (hereinafter referred to as MSS) are designed to 

provide specific support to a specific manager or groups of managers. These 

systems include applications to support managerial decision making such as 

group support systems, executive information systems, and expert systems 

(Martin, 2005:212). MSS are increasingly important to run modern 

organisations. Some of these managerial support systems include: 

• Decision support systems (hereinafter referred to as DSS): DSS is a 

computer based system, almost always interactive to assist managers 

in decision making. 

• Data mining employs a variety of technologies to mine for information 

from vast quantities of data stored in the organisation's data 

warehouse. 

• Executive information systems/business intelligence systems 

(hereinafter referred to as EIS): EIS delivers online, current information 

about the business conditions in an aggregate form easily accessible to 

senior management and executives. 

• Knowledge management systems (hereinafter referred to as KMS): 

KMS uses a variety of software and hardware to support knowledge 

management activities. 

• Artificial intelligence (hereinafter referred to as Al): Al is the study of 
how computers are able to do something better than humans. These 
include: 

o Expert systems: This kind of system incorporates the decision 

making logic of a human expert. 

o Neural networks: This kind of network uses statistical analysis to 

recognise patterns from a vast array of information by a process 

of adaptive learning (Martin et al., 2005:212-229). 

62 



The management of IS through the stages of growth should be analysed; 

every stage of growth has different characteristics which also implies that the 

management strategies in these different stages differ. The stages, with their 

characteristics are illustrated in table 3.3. 
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Table 3.3: Stages in growth 

Stage Description Characteristics 

Stage 1 Initiation At this stage the introduction of new technology 

takes place, certain users are starting to find 

applications and there is a growth in adoption 

and use of applications. 

Stage 2 Contagion At this stage, users are getting acquainted with 

new technology, the demand increases and 

usage proliferates, and users are becoming 

increasingly enthusiastic for new technology. 

Stage 3 Control The cost and benefits battle intensifies with 

managers becoming more and more concerned 

with the economics of technologies. 

Stage 4 Integration In this stage systems proliferate and databases 

grow rapidly. Notion toward system integration 

is more dominant and managers are interested 

in integrated systems and databases. 

Stage 5 Data Managers are increasingly concerned about 

administration value of data resources and are taking action to 

manage and control databases to ensure 

effective utilisation of the available data. 

Stage 6 Maturity Technology and management are integrated 

into an efficiently functioning unit. 

Source: Frenzel (1999:20-21) 
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As seen from the abovementioned, it is necessary to manage an 

organisation's information system. 

A discussion about the importance of IT in business follows. 

3.3.2.1 Business and IT 

IT functions helps departments to built computer applications, operate 

centralize computer facilities, develop and maintain IT plans and strategies, 

and provide other kinds of technical service to the firm. The organisation's 

culture as well as the culture of the specific industry is a key factor governing 

the activities and responsibilities of the IT function or IT department (Frenzel, 

1999:10). 

Senior management is responsible for the creation of value, and can not be 

delegated to lower operational management levels (Marchand & Davenport, 

2000:152). Business needs to capitalise on the value of IT effectively. This 

can be done by leveraging IT in the organisation. Figure 3.3 shows five 

principles for leveraging IT in the organisation. 
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Figure 3.3: Leveraging IT 

Source: Marchand and Davenport (2000:153) 

The principles are as follows: 

• Business impact: 

Designing a business model enabled by IT as well as design of product 

or service platforms for the information age, will ignite the creation of 

value. IT needs to be observed from the viewpoint of operational 

efficiency as well as business differentiation in terms of its value. The 

trade-off will be between the different ways IT impacts the 

organisation's business. 

• Community of practice: 

IT is continually gaining significance in business operations. The roles 

of the people responsible for managing critical resources such as IT 

should be conceptualised. Companies need to contemplate creating 

new communities of professional practice that break away from 
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traditional hierarchical and rule-bound organisational structures, 

including IT in these new structures. 

• Selective sourcing: 

Value is created in IT by assembling the required IT capabilities over 

time, happening often through a portfolio of relationships. Each 

organisation needs to create an approach towards selective sourcing 

and the semblance or its required capabilities. A rule of thumb is to 

direct internal expertise to IT-enabled capabilities that differentiate the 

organisation's operations' specific partners that can handle the 

capabilities that best provide competitive parity. 

• Knowledge infrastructure: 

The reward for intellectual assets in today's organisations is likely to be 

more than the reward for physical assets. Platforms need to be put into 

place to support the knowledge infrastructure to enable organisations 

to realise this value. 

• Strategic alignment: 

The creation of value in IT rests on the strategic alignment of the four 

abovementioned principles. They are dynamic principles, in a changing 

business environment that drives the development of new business 

models (Marchand & Davenport, 2000:153-158). 

The management of IT in the organisation is important, but the need for game 
rules guiding this management need to exist and this is where governance 
begins to play a role. 
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3.3.2.2 Governance 

IT governance offers a host of benefits well beyond compliance support. 

Companies are increasingly seeking to leverage compliance-related spending 

to better position their business (Lurie, 2004:11). 

Lurie concurs that IT governance offers a framework for evaluating processes 

and technologies to provide the appropriate levels of access and exclusion, 

thus also providing a framework for making sourcing and resourcing 

decisions. Governance provides an organised way of thinking how and when 

to upgrade and enhance processes, applications and infrastructure in a cost 

effective way. 

A well-defined compliance program allows companies to appropriately 

prioritise activities and ensures that executive-level management has the 

resources needed to meet requirements (Atkinson & Leandri, 2005:38). 

Corporate governance within South Africa looks to the King II report for 

guidance, which is about to be upgraded in 2008 to the King III Report. The 

American version of corporate governance, namely the Sarbanes-Oxley Act 

on corporate governance, will also be discussed (hereinafter referred to as 

SOX). 

3.3.2.2.1 King Report 

Dippenaar (2007:1) confirms that it was recently announced that the second 

King code, published in 2002, will be upgraded during the course of 2008, to 

be speculatively called King III. This announcement was welcomed by 

investors, but various directors asked why it was necessary to update the 

code of principles for good governance. Directors argue that King II is 

effectively regulating corporate governance and that the code is achieving its 

objectives as set out in the code. 
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King, as quoted by Anon (2007:1) states that: "the landscape of corporate SA 

has undergone dramatic change. Companies are being driven to implement 

sound corporate government practices, due to corporate failures and fraud." 

The King III report on corporate governance will contain terms for the 

accountability and responsibility of boards of directors towards shareholders. 

It will also relate to the directors' dealings, audit committees and risk 

management (Anon., 2007:1). 

Anon (2007:1) furthers that the role of a director is not easy in the light of 

recent scandals, such as Fidentia, moving the focus even more to the roles of 

directors. Dippenaar (2007:1) also suggests that it is inferred that the King III 

report will address a more vigilant approach in describing the functions of the 

board of directors. The following should be included in the King III report to 

ensure effective management of a company: 

• "The formulation of strategic direction of the company, whether long 

term, or short term; 

• drafting company policies; 

• appointment of the CEO; 

• providing guidance on the appointment of senior executives; 

• monitoring and supervising the performance of executive management; 

• ensuring that the company has adequate operational and financial 

systems of internal controls; 

• providing accountability by punctual and sufficiently detailed reporting 

to shareholders and other stakeholders; and 

• to make sure that the company adheres to relevant statutes and 

complies with other reporting requirements" (Dippenaar, 2007:1). 

Judin (2007) concludes that "King III will contain a chapter dealing with 

corporate governance and the consequences of the failure thereof." 
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Companies need to be aware of the possible changes in this specific arena, 

since it will have an impact on their business strategies and structure. 

3.3.2.2.2 Sarbanes Oxley 

SOX is the governance guidelines and rules for the United States of America; 

it specifically holds senior management, CEOs and CFOs accountable for 

accurate reporting and the validation of financial statements itself and the 

method used to prepare these statements (Lurie, 2007:1). SOX also provides 

enhanced enforcement tools to encourage compliance. 

This sounds like a feasible law, but according to King, as quoted by Anon 

(2007:1), stating that the law's original aim was modest: improvement of the 

accountability of managers to shareholders, and to also calm the raging crisis 

of confidence in the United States, (hereinafter referred to as the US) 

capitalism, caused by the Enron and WorldCom scandals. 

Moreover, he states that the law's methods were anything but modest and 

that the cost of implementing key provisions of the law outweighs the benefits. 

Companies should take note of the laws and regulations specific to each 

country when they consider expanding to another country, since governance 

and compliance are unique for each country. Governance in the Bahamas is 

not the same as governance in Japan. One must also be attentive of the 

implementation costs to be compliant. 

Governance, MSS and the role of IT in the business will be of no use if the 

organisation is not committed towards a specific goal, agreed to by every 

member of the organisation. 
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3.3.2.3 Aligned commitment 

In the merger and acquisition process, there is a variety of views on the 

methods and strategies to follow, to ensure sustainable and successful 

mergers and acquisitions. A difference of opinion regarding certain aspects is 

not a bad thing, but at a certain stage a common view and direction needs to 

be decided on, and people need to start working together to reach these 

goals. 

An aligned commitment should be made towards the new goal. Coetsee 

(2002b:30) uses the following formula to explain aligned commitment: 

"Aligned commitment = knowledge X information X empowerment X rewards 

and recognition X shared goals & values." Looking closer at the components 

of this equation, it is difficult to grasp the simplicity of it. The components 

include: 

• Knowledge: defines the training and development functions in an 

organisation as well as the creation of a learning organisation. 

• Information: Describes how information is distributed within the 

organisation, whether it is laterally, upwards or downwards. 

• Empowerment: Encompasses the extent to which employees are able 

to influence and participate in decision-making and increasing their 

responsibilities and competencies. 

• Rewards and recognition: Describes how employees are rewarded and 

recognised, policies and systems and the application and management 

of these policies, systems and philosophies. 

• Shared goals & values: Describes the planning of long and short-term 

goals, focusing on organisational behaviour and the principles guiding 

organisational behaviour (Coetsee, 2002b:37). 
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Aligned commitment is an outcome of a motivational climate within an 

organisation. 

3.3.3 Knowledge management 

Knowledge is an intangible asset that can be used as a source of competitive 

advantage; this includes knowledge of customers, suppliers and partners; 

knowledge embedded in products, systems and processes; and knowledge of 

people acting on behalf of the organisation (Harlow & Sampler, 2003:15). 

Figure 3.4 illustrates the differences between assets and knowledge; this 

serves as a guide to managers in the management of knowledge assets. 

Figure 3.4: Differences between physical assets and knowledge 

Physical assets have real 
value because they 

Are scarce 
* Supply is limited 

* Consumed with use 
* Usable only by owner 

Have limited utility 
* Activity focused 

on an end 
* Quality fixed by 

predefined 
production 

process 

Managing 
convergence 

Knowledge has potential 
value because 

it is unlimited 
* Supply is infinite 

* Multiplies with use 
* Simultaneously 
accessible to all 

Utility is extensive 
* Amplifies alternative 

ends 
* Quality 

conditioned by 
social context and 
extendable after 

production 

Managing 
divergence 

Source: Harlow and Sampler (2003:18) 

Harlow and Sampler (2003:23) quote Zack, stating that it is necessary to 

differentiate between the knowledge strategy and the knowledge 

management strategy. Knowledge strategy pertains to the understanding of 
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what kind of knowledge is needed to achieve the strategic objectives of the 

organisation, and why. Knowledge management strategy pertains to the 

guidelines and definitions of processes and infrastructure to manage 

knowledge, with the focus on the action taken to fill strategic gaps, knowledge 

gaps, or surpluses. 

The first step in managing knowledge in a new venture is to identify and 

evaluate the role of knowledge in the organisation. Secondly, the organisation 

needs to identify the expertise, capabilities and intellectual capital that create 

value for the organisation. Thirdly, organisations need to create a plan to 

invest, exploit, maintain and harvest the value of the knowledge asset. The 

final step is to improve the process of sharing knowledge in the organisation 

(Dorf & Byers, 2005:199). Table 3.4 summarises these steps in managing 

knowledge in a new venture. 

Table 3.4: Managing knowledge in a new venture 

Identify and evaluate the role of knowledge in the firm 

Value: Identify the expertise, capabilities, and intellectual capital that 

create value in the form of products and services. 

Plan: Create a plan for investing in the firm's intellectual capital and 

exploiting its value while protecting it from leakage to 

competitors. 

Improve: Improve the knowledge creation and sharing process within the 

new venture. 

Source: Dorf and Byers (2005:200) 

Knowledge is useful in response to competitive changes and challenges. This 

definition relates to competitive intelligence (Dorf & Byers, 2005:200). The 

question could be asked if it is possible to link knowledge with the knowledge 

obtained from merger and acquisition strategies, calling it knowledge on 

diversification strategies. 
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Organisations need to be competent in the following areas: 

• Competing: rationalisation, reengineering, total quality management. 

ABC costing has assisted in making organisations more efficient. The 

drive to improvements in efficiency and productivity has focused on 

encouraging a disciplined approach to adopting best practices and 

sharing knowledge to constantly and continuously improve. 

Competence in competing is built by two polarities: 

o paying attention to the creation of new knowledge; and 

o to pay attention to exploiting existing knowledge. 

• Deciding: Knowledge underpins effective decision-making. It indicates 

when the organisation needs to act, and how the organisation acts. 

Access to various sources of knowledge is needed to assist in 

decision-making. Using knowledge to build competence in decision-

making also involves two polarities. They are: 

o paying attention to accessing and integrating diverse information 

and knowledge; and 

o to pay attention to align decisions. 

• Learning: is about the organisation enabling the individuals and social 

groups to learn more efficiently and effectively. Increasing competence 

in the creation of knowledge as well as sharing of knowledge, also 

involves two polarities: 

o paying attention to individual learning; and 

o to pay attention to organisational learning. 

• Connecting: Knowledge needs to flow across organisational 

boundaries. Existing knowledge should not act as a blind spot, 

preventing the organisation to see important changes in the 

environment and opportunities that were worthwhile to pursue. 
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Competence building in relation to the outside world to use knowledge 

internally and externally involves two polarities: 

o paying attention to "outside in" knowledge flows; and 

o to pay attention to "inside out" knowledge flows. 

• Relating: Designing and working in many different forms of knowledge 

sharing, relationships are important, but even more is the maintenance 

of coherent organisational identity. Competence building in forming and 

maintaining a viable network of knowledge sharing, also involves two 

polarities: 

o paying attention to close ties; and 

o to pay attention to loose associations. 

• Monitoring: The organisation manages intellectual capital and 

communicates its current and potential value in measuring and 

assessing the return on knowledge investments. Competence in 

this area also includes two conflicting polarities: 

o paying attention to generating insights into the current 

performance of intellectual capital; and 

o to pay attention to generating foresight as to its capability to 

adapt to change (Harlow & Sampler, 2003:6-10). 

Diverse knowledge resources are distributed among any organisation; these 

resources need to be managed to be integrated with strategic and operational 

objectives. Sufficient coordination is needed to ensure that the correct 

knowledge is in the right place at the right time and that the recipient is able to 

understand and apply the knowledge to add value to the decision the recipient 

is making (Harlow & Sampler, 2003:33). 

In summary, an organisation needs to be aware of its knowledge databases 

as well as the intellectual capital that exist within the organisation. 
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3.3.3.1 Intellectual capital 

Intellectual capital represents the most valuable asset in most organisations, 

also representing a rapid increasing portion in the organisation's overall 

valuation and balance sheet (Andrew, 2003:367). 

Intellectual capital can be subdivided into the following five categories, as was 

done by a Swedish insurance company, Skandia. They called this framework 

their Skandia Business navigator (Marchand & Davenport, 2000:145). The 

categories are as follows: 

• Financial: value creation on the balance sheet 

Financial results, such as profitability, growth operating income, and so 

forth. 

• Human: value creation by individuals 

Individual competencies and capabilities are important in providing 

solution to customer problems, including training and development of 

individuals, employee satisfaction and turnover. 

• Process: value creation through processes 

Continuously improve the efficiency of internal processes, cycle times, 

productivity, information systems, and so forth. 

• Customer: value creation through customer relationships 

Improving the strength of relationships with customers, including 

market share, customer partnerships, service, and customer 

satisfaction. 

• Renewal and deployment: value creation through investment in the 

future 
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Making investments in the development of future human and structural 

capital, such as the ability to innovate and learn, the number of new 

products launched, and expenditure on long-term competence 

development (Marchand & Davenport, 2000:145). 

Intellectual capital is a difficult concept to grasp, due to the fact that it is not a 

physical asset that can be placed into an inventory. Intellectual capital 

encompasses intangible items that are used to measure a company's success 

and wealth. Intellectual capital can be categorised as follows: 

• Human capital: Includes the skills, experience and abilities of the 

organisation's employees. Creativity and innovation that enables the 

organisation to excel, allowing it to compete in an environment that is 

constantly becoming more complex and idea-dependent. 

• Organisational capital: Items that belong to the organisation, patents, 

trade marks, copyrights, trade secrets, formulas and databases. 

• Relationship capital: The relationship between customer loyalty and 

increased profits, the preservation and growth of any strategic 

relationship with outside parties to help create value for fast-track 

growth organisations (Andrew, 2003:368). 

Andrew also states that intellectual capital has become the inventory of the 

new economy. Intellectual capital in the organisation should be easily 

recognisable and used optimally. The organisation should realise how 

essential it is to be aware of the inventory levels of its intellectual capital; 

failing at this, will result in the inappropriate allocation of resources to assist in 

the development of the organisation in the most profitable direction. 

3.3.3.2 IT and information audit 

Even though intellectual property and intangible assets are critically important 

in the determination of the net worth and overall shareholders' value of an 
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organisation, many organisations fail to appreciate the value of taking 

inventory of their intellectual capital and intellectual property (Andrew, 

2003:401). 

Auditing your intellectual capital just for the sake of doing the audit is not 

worth the effort in terms of time, money and valuable resources that are used 

during the process. Guenther (2004:47) suggests that the following form part 

of the objectives of an information audit: 

• Inventory of all the types of information used by the organisation, 

including the creator and owner of the information. 

• Identifying the different groups in the organisation who use information, 

and fill these groups' specific information needs. 

• Identification of how information is managed, used, and shared across 

the organisation, including the tools, processes and methodologies 

involved. 

• Identify the gaps of information needed in the organisation. 

• Mapping information flow in the organisation, including channels of 

distribution, potential bottlenecks and inefficiencies, possible 

duplication between generations, and storing of information. 

Guenther (2004:47-48) refers to Susan Henezel's model on information 

audits. Seven stages are identified as a continuous process, which are the 

following: 

• Stage 1: Planning. Outline the primary objectives of the audit to define 

the scope of the audit, resources needed, and processes and methods 

needed to accomplish objectives. 

• Stage 2: Data collection. The methods used to collect the data must 

also be used to analyse the collected data. Collect as much data as 

possible with the minimum handling of the data. Participants of the 
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audit also need to be informed about the reason behind the audit and 

the role they play in the audit process. 

• Stage 3: Data analysis. Analysis can be divided into three types of 

analysis: general significance analysis and mapping information flows. 

Every level of analysis prepares the data for greater analysis of data. 

• Stage 4: Data evaluation. At this stage, data are synthesised to reveal 

a 'snapshot' of the organisation's information environment, including 

opportunities and problems. Recommendations are made based on 

these findings. 

• Stage 5: Communication of recommendations. Recommendations are 

normally made to the project's executive sponsor and anyone who has 

sponsored the audit. Management normally needs to make changes to 

the initial report before it is sent to the bigger audience. 

• Stage 6: Implementing recommendations. The development of a plan 

to implement these recommendations, including the how and when 

question regarding the implementation. 

• Stage 7: The information audit as continuum. Organisational change 

and thinking of the audit is a continuous process, ensuring that the data 

initially gathered can be re-assessed and updated. 

The primary purpose of the information audit is to identify what information 

exists, where it resides, who are using it, and what the cost of the information 

is. Continuity of information is important under normal circumstances, but this 

becomes more important in stages of rapid organisational change, such as 

mergers, de-mergers, and downsizing (Swash, 1997:312). 

3.3.3.3 Security management 

Infrastructure, architecture, software, tangible assets, intangible assets and 
intellectual capital, etc. needs to be protected from threats and vulnerabilities. 
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Security management needs to ensure the abovementioned, but this is not 

the main reason behind security management. Tracy (2007:114) states that 

"good security is about encouraging and enforcing positive behaviour." 

Security management decisions, according to Litwak (2004:19), must be 

made at an enterprise level, based on a solid understanding of the business 

needs, regulatory requirements, and legal risk requirements. 

The following principles in designing a security management program are 

important. 

• The security plan needs to be designed to be comprehensive and 

coordinated to address all aspects of security, but scalable and neutral 

on technology. The plan needs to be flexible. 

• The plan should contain standards and implementation specifications. 

• The plan should acknowledge that security is a constant process, and 

not a product (Litwak, 2003:20). 

Most companies fail at security management. Von Solms and Von Solms 

(2004:371-375) identified ten aspects that are important when implementing 

an information security plan within an organisation: 

• Security management is part of corporate governance. Top 

management is responsible for the implementation, and there are legal 

requirements to be met. 

• The protection of information is a business issue, not a technical issue. 

• Security is a multi dimensional discipline where all dimensions should 

ensure a proper and secure environment. 

• Security plans need to be based on identified risk. It won't help to 

develop a plan that covers a little bit of nothing. 

• It is necessary to recognise the importance of international best 

practices in security management governance. 
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• Corporate information security policy should be the basis of a security 

management plan. 

• Enforcement and monitoring of the security management compliance is 

essential. 

• The structure of the information security governance is important. 

Without a proper structure behind the security governance no one can 

be held responsible, and control is virtually impossible. 

• Inform users of the risk and the importance of security practices, and 

the consequences of their actions. 

• Information security managers should be empowered with the correct 

tools, infrastructure, and support mechanisms to properly perform their 

responsibilities. 

Tracy (2007:115) quotes research done by Carnegie-Mellon University's 

CERT® coordination centre in stating that a vast variety of network attacks 

are targeted at vulnerabilities for which there are known remedies. He further 

suggests the following to turn the theory of security policy into reality of 

requirements: 

• The establishment of a security mentality, as the default way of doing 

business; 

• The inclusion of security in the business decision making process; and 

• The establishment of measurable security metrics, to assess the 

network against continuously. 

Organisations today need to deal with a multitude of information security risk 

according to Saint-Germain (2005:60), ranging from natural risks, theft, to 

malicious damage. A security management plan parallel with the governance 

of this plan and proper structures are imperative. 
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3.3.4 Value of IT investments 

Frequent questions about IT value are the existence of IT value and how to 

measure it. Value occurs when IT implementations catalyse or contribute to 

tangible improvements in the organisational performance, such as reductions 

in cost, and increase in revenue (Glaser, 2003:98). Glaser concludes that 

even though numerous obstacles exist when weighing the investment in IT, 

certain techniques can aid in the process of analysing the value of IT. In the 

quest for the most appropriate approach, it is useful to understand that IT 

investment decisions are real and diverse. 

Organisations are looking at methods to increase their returns on IT 

investments. The following are strategies to assist in this, based on industry 

best practices: 

• Ensure that the homework was done: Proposals need to be based on 

proper research and analysis. 

• Increase the liability for investment results: Meaningful initiatives are 

achieved by the establishment of appropriate accountability for results. 

• Conduct post implementation audits: It is necessary to look back at IT 

investments made to determine if these investments actually achieved 

the proposed returns. 

• Celebrate value: Organisations normally only celebrate the "going live" 

of an application; normally the organisation neglects to celebrate 

additional value created. 

• Leverage organisational governance: Board members are not always 

informed of the advances in technologies and possible new IT 

investments. They need to consider the creation of a subcommittee to 

ensure that the hard questions are asked about IT investments. The 

board still needs to deal with IT issues but it is not something that is 

allocated to a subcommittee. 
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• Shorten the cycle of deliverables: Results of projects should be seen 

as soon as possible. The suggestion is to deliver smaller implications, 

rather than wait for the complete project. Pilot and staged rollouts are 

also suggested. 

• Benchmark value: Performance should be measured against the 

performance of organisations' peers. Value benchmarks should identify 

critical IT application capabilities and related operational changes that 

enable the achievement of superior results (Glaser, 2003: 88-93). 

The dangers involved in the under- and overspending on technology relative 

to the industry peers needs careful consideration. If a company underspends 

on technology in a period of rapid growth, it will be left exposed to its 

competitors. Overspending, on the other hand, will hurt the company's cost 

structure and also diminish the organisation's marginal benefit (Haag, Baltzan, 

& Phillips, 2006:496). 

One particular set of metric instruments will not be sufficient to measure 

value, but a combination of metrics is essential. A specific set of metrics that 

delivers the required results for one organisation will not deliver the same 

results for another organisation. The metric instruments used and the 

interpretation of the results from these instruments will vary from company to 

company. The next section describes the most popular metric instruments, as 

well as types of metrics that best capture an organisation's performance. 
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3.3.4.1 Metrics 

Financial metrics, customer metrics, and comparative metrics put together will 

enable managers to better understand information technology's value and 

performance (Haag et al., 2006:487). Figure 3.5 illustrates this framework as 

proposed by Haag et al. to help managers understand the value of IT and its 

performance. 

Figure 3.5: Business metrics framework 

Customer metrics f" V 

nancial metrics 

Enterprise-wide 
goals and 
objectives 

I 
omparative 
metrics 

Source: Haag etal. (2006:487) 
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All initiatives must be set against a clear set of objectives, while determining 

whether these initiatives draw them close to the enterprise's objectives and 

goals. Business metrics incorporates the following metrics: 

Financial metrics 
IT investments should be treated in the same way as any other 

investment in the organisation. Each IT investment must have a 

business case that justifies the reason for the investment. If the project 

lives up to the corporate criteria, there should be no problem to feel 

comfortable to move forward with the investment. 

IT investments need to be rationalised to fit in with the capital budgets. 

There are commonly three types of IT projects an organisation will 

undertake: independent, mutually exclusive, and contingent projects 

(Haag et a/., 2006:487-488). 

The metrics most commonly used in financial metrics are as follows: 

• Net present value 

Present value is the value of cash, to be received in the future 

expressed in today's rand terms. Net present value (hereinafter 

referred to as NPV) is the present value of a stream of net 

operating cash flows from the project, minus the project's net 

investments (Haag et a/., 2003:488). A project will normally be 

accepted if the NPV is greater than zero. 

• Internal rate of return 

A company's internal rate of return (hereinafter referred to as 

IRR), is the rate at which the NPV of an investment equals zero, 

often called the discounted cash flow (hereinafter referred to as 

DCF) rate of return. 
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This is essentially the interest rate, when applied to the cost and 

benefits of a project, which discounts to zero. IRR is often 

compared to the hurdle rate, the minimum return on investment 

(hereinafter referred to as ROI) percentage that a project must 

meet before it is considered. 

Normally, investments will be considered if the IRR is less than 

the ROI (Haag etal., 2006:490). 

Return on investment 

ROI indicates the earning power of a project. It is calculated by 

dividing the benefits of a project by the investment. The higher 

the risk involved in a proposed project, the higher the ROI. The 

ROI equation is as follows: 
Increased revenues or cost savings 

ROI = — 
Investment 

Investments in general will be found attractive if the ROI is 

greater than or equal to the IRR (Haag et a/., 2006:487-490). 

ROI is primarily a tool for justification, not for measuring (Anon., 

2004:67). 

Payback period 

Payback period (hereinafter referred to as PB) is the period of 

time required for the cumulative cash inflows from a project to 

equal the initial capital outlay. The equation for PB is as follows: 

Net investment 
PB = :  Annual net cash inflows 

Companies normally look at investments with a short payback 

period, but it is important to remember that PB does not take 
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into account the time value of money, and that it gives equal 

value to all cash inflows (Haag etal., 2006:491). 

• Total cost of ownership 

Total cost of ownership (hereinafter referred to as TCO) 

attempts to give an accurate account of the IT investment. TCO 

includes indirect and direct cost, incurred throughout the 

lifecycle of an asset, including acquisition, deployment, 

operational support, and retirement costs. TCO calculations are 

important for the organisation, because an organisation can 

easily underestimate the cost of an IT investment, if it ignores 

TCO (Haag et al., 2006:491). 

Table 3.5 indicates the best measurement to use when assessing the 

value of IT. The best measurement is the tool that scales with the 

project. 
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Table 3.5: Measurement of IT value 

Measurement Size of project When to use measurement 

instrument tool 

NPV & IRR Large Time value of money is 

important. 

Organisation requires the 

project to exceed the initial 

expectations. 

ROI Varying Used when deciding between 

different projects or 

competing priorities. 

PB Varying Project with short durations. 

TCO Varying Provides a framework for 

good financial analysis of IT 

investments. 

Source: Haag etal. (2006:492) 

Customer metrics 
Customer metrics assess the management of customer relationships 

by the organisation, focusing on market share, customer acquisition, 

customer satisfaction, and customer profitability, 

Customers are concerned about the service they receive from the 

organisation. An example of this is the use of the internet. Customers 

want access to the organisation's web site, and this site needs to be 

highly available, fast, and able to handle all the traffic. Organisations 

need to constantly monitor the throughput, speed, and availability of 
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their system, to determine whether or not the system is operating 

above or below the expectations (Haag etal., 2006:492). 

Other types of web site analysis include cookies, click-through, banner 

advertisements, and interactivity (Haag etal., 2006:493). 

Comparative metrics 
This category of metrics measures how the organisation is performing 

in relation to other organisations, industries, and markets. One way to 

demonstrate business value is by tracking costs and contributions over 

time. Organisations develop cost breakdowns and compare them to 

industry standards to help determine if the IT cost is on par with other 

industries. Some of these breakdowns of costs include: 

• IT spending as percentage of specific activities. These activities 

may include maintenance, development, enhancements of 

systems and other activities. 

• IT spending as percentage of specific resources. These 

resources could include people, software, hardware, data 

communications, and so forth. 

• IT spending as percentage of revenue. The total IT spending as 

percentage of total revenue, compared to the other organisation 

expenses like manufacturing, electricity, water and so forth. 

• IT budget allocated per employee. The amount of users, divided 

by the total amount of users, generates the IT budget allocated 

per employee. 

• The value of the IT helpdesk. This is one of the easiest 

measurements of the effectiveness of IT in the organisation 

(Haag etal., 2006:495-497). 
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Cross (2004:40) quotes Paparazzi when he states that the focus must 

be on the vital few accessible metrics that measure whether your 

company is creating value and earnings efficiently. 

Metrics must go beyond the actual calculation and interpretation of 

ratios; analyses should be conducted on the following fronts (David, 

2007:145): 

• How the ratio has changed over time. 

• How each ratio compares to the industry norm. 

• How each ratio compares to key competitors. 

This ensures that the organisation is aware of trends, is able to 

anticipate certain strategic moves being implemented by competitors, 

as well as changes in the industry. 

Benchmarking is an analytical tool used to determine whether an 

organisation's value chain is competitive, compared to rivals, thus 

conducive to win in the marketplace. Benchmarking determines the so 

called "best practices" in an industry of competing organisations. An 

organisation will then use this benchmark to compare its performance 

against, whilst trying to improve or duplicate the "best practices". 

Obtaining access to other organisations' value chain activities is the 

hardest part of benchmarking (David, 2007:157). 

In taking the aforementioned into consideration, one can see that there is a 

diversity of observations regarding IT-enabled value. Some of these 

observations include: 

• Value realised from IT investments can be real, and at times, dramatic. 

• Comparing the value of investments can be difficult, due to the diversity 

of the investments. 
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• The use of a single type of analysis, such as NPV is not recommended 

due to the diversity of the investments. 

• An appropriate analysis of an IT investment depends on the core intent 

of the investment - is the intent to transform the organisation or to 

reduce costs? 

• The diversity of IT investments and value is not likely to go away. 

• Managers will, in most cases, be confronted with a portfolio of 

investment proposals, and will need to identify the optimal investment 

portfolio (Glaser, 2003:104). 

3.3.5 Special merger and acquisition considerations 

Projected mergers and acquisitions should be thoroughly evaluated (Strohl 

(2007:8). The safety and soundness of the audit will affect the rating of the 

evaluation. Comprehensive planning will ensure an efficient business 

continuity plan. Strohl (2007:8) suggests that the following structure is 

followed to create a business continuity plan: 

• Business impact analysis: identifies the potential impact of 

uncontrolled, non-specific events in the organisation's business 

processes. It also estimates the maximum allowable downtime and 

cost for critical business processes. 

• Risk assessment: helps to prioritise potential business risks based on 

the severity and likelihood of occurrence. Threads are analysed based 

on the impact on the organisation, its customers and its value, albeit 

financial markets. 

• Risk management: building strategies and procedures to recover all 

processes in the event of a disaster or unplanned event is crucial. 

• Risk monitoring: as soon as the plan is finalised, it needs to be tested 

to ensure it's working, but it should also be updated regularly to ensure 
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that it is up to date with changes in the organisation and the industry in 

which it operates (Strohl, 2007:8). 

The notion can be made about the relevance of the aforementioned in this 

section of the study. The business continuity plan needs to be changed to 

accommodate the impact of the merger and acquisition on the acquirer's 

organisation as well as the acquired organisation. Impact analysis should be 

conducted, and new risk needs to be evaluated, managed and monitored. 

Acquisitions are mostly justified by the expected synergies (Dorf & Byers, 

2005:306), but different strategies are followed to ensure synergy. The 

subsequent section will review these strategies. 

3.3.5.1 Merger and acquisition strategies 

Mergers and acquisitions have become increasingly important to secure 

growth and advances in competition. In the past, mergers and acquisitions 

were based on data from management accounting and financial reports. 

Currently, mergers and acquisitions are based on the aforementioned, but 

also on proper information of the intellectual capital (Sherif & Khalil, 2006:19). 

Diversification strategies can be related and unrelated. "Businesses are said 

to be related if their value chain possesses competitively valuable cross-

business strategic fit; businesses are said to be unrelated when their value 

chains are so dissimilar that no competitive cross-business relationship exists" 

(David, 2007:180). 

To realise the full value of a merger and acquisition, the joined organisations 

must be appropriately integrated. Horizontal mergers are mergers between 

organisations that make or sell similar products in a simular market - an 

example is the ABSA merger with Barclays. Vertical mergers are mergers 

between two firms on different places of the value chain - an example is the 

merger of Pfizer laboratories with various pharmaceutical wholesalers (Dorf & 

Byers, 2005:309). 
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The strategy taken in the merger and acquisition will ultimately be determined 

by the type of merger that takes place. Table 3.6 gives an overview of some 

merger types, including the objective of the merger, and the issues involved 

with mergers. 
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Table 3.6: Types of mergers and acquisitions 

Type: Overcapacity Geographic Product or Technology Industry convergence 

reduction extension market extension acquisition 

Objective To reduce excess To extend a To extend the To quickly add To establish a position 

capacity and company's reach product line or new during the convergence 

increase efficiencies geographically and reach a new technologies of an industry or sector 

build economies of market segment and capabilities 

scale and scope 

Issues What to eliminate in How to merge two Merging two Over-evaluating The convergence may 

the merger firms with different cultures and the technology not materialise or might 

company and how cultures distribution acquisition and be of low value. 

to get it done in a channels loss of leaders 

timely way. from the 

acquired firm 

Source: Marchand and Davenport (2000:310) 
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Table 3.6 clearly illustrates a few merger and acquisition types with different 

objectives, strategies, issues, and considerations, varying from one merger to 

another. 

Integration of the newly formed organisation starts with a strategy and 

integration plan. The majority of integration needs to be completed in a short 

span of time - Marchand and Davenport (2000:311) suggest approximately six 

weeks. 

3.3.5.2 Timing of change to systems 

As seen from table 3.6, one of the issues in merger and acquisitions is 

deciding on what to keep, what to throw out, and what to change completely. 

Another consideration is related to the type of alliance in terms of the extent of 

control sharing and duration of the commitment. Figure 3.6 gives a framework 

in deciding on the type of alliance based on the extent of the control sharing 

and duration of commitment. 
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Figure 3.6: Types of alliances 
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The aforementioned will have a critical impact on the type of alliance, as well 

as the sustainable survival of the organisation. 

The timing to change systems or the so-called window of opportunity is 

determined by various factors. 

In the empirical study an attempt will be made to estimate the best window of 

opportunity to change Information Technology systems. 

3.3.5.3 Legal considerations 

Legal considerations regarding the continuance of existing contracts and 

agreements, cancellations of contracts and agreements, as well as novation 
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of existing contracts and agreements needs to addressed. Although the actual 

merger and acquisition contract is important, it will not be discussed as part of 

the legal considerations, since it will most probably be signed already and at 

the lawyers, or on its way to the registrar of companies' offices. Organisations 

should take heed of the obligations of existing contracts and agreements (Van 

der Merwe, Van Huyssteen, Reinecke & Lubbe, 2003:481). 

Nagel, Boraine, De Villiers, Jacobs, Lombard, Lotz, Posesky-Kuchke, 

Roestoff, Van Eck and Van Jaarsveld (2000:79) together with Van der Merwe 

et al. (2003:496-500) identify the different methods to terminate an agreement 

or contract. They include: 

• Release: Agreement between parties involved stating that there are no 

more obligations between the parties involved, 

• Novation: Parties to a valid and binding contract or agreement 

conclude a second valid contract with the intention to terminate or 

substitute the existing contract with a second contract. 

• Compromise: Parties to an agreement or contract involved in a dispute, 

characterised by uncertainty as to the existence or terms of a legal 

relationship, settle the dispute between each other, and agree to a new 

set of obligations. 

The recommendation, based on the abovementioned is that the organisation 

seeks professional advice from their legal advisors. 

Martin et al. (2005:438) state that the following is important to ensure the success of 

a merger and acquisition: 

• Senior IT leaders need to be able to act quickly to effectively merge IT 

operations, ensuring that the strategic objectives of the newly merged 

organisation is met. The managers need to be involved in the merger process. 

97 



• Well-honed IT project management skills, program management skills, and a 

program management structure, have been associated with the effective IT 

integration in a merger process. 

• McKenzie and company, as quoted by Martin et al. (2005:438) states that 

evidence from a study done in 2000, proved that 76% of top executives 

involved in the study, believed the retention of key talent is a critical success 

factor in post merger integration in general. 

• Attractive retention contracts need to be put into place to keep key personnel 

from moving out of the company. 

3.4 EXISTING FRAMEWORKS 
The investigation of existing frameworks assists in the development of a conceptual 

framework for mergers and acquisitions. The following four frameworks and models 

are considered: 

Deming cycle PDSA 

The Deming cycle is an old model, with its origin in the 1920s by Mr A. Shewhart. At 

the time it only contained the following elements: plan, do, and see. It was modified 

by Mr W Deming to the well-known Deming cycle containing the following four 

elements: plan, do, study and act (Nyanchama, 2005:29, quoting Deming & 

Deming). 

The Deming cycle, or PDSA cycle, is a continuous quality improvement model 

consisting of a logical sequence of four repetitive steps for continuous improvement 

and learning" (Nyanchama, 2005:29). 

The importance of the Deming cycle in mergers and acquisitions is evident by virtue 

of the four components of the model. 
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o Plan: It is necessary to plan ahead for change in any business and 

predict changes in the environment. Changes predict possible results 

of changes in the market. Creating new plans lead to competitive 

advantage. 

o Do: This component executes the plans in small steps by implementing 

them in a controlled environment. 

o Study or Check: It is important to study the effects of these plans on 

the business and its goals; by simply implementing plans without 

measuring its outcomes are not worth the effort. 

o Act: If the evaluation of a specific plan proves that it is worthwhile to 

implement, action needs to be taken to standardise or improve a 

specific process. 

The benefits of the Deming cycle are that it assists in the problem solving process, 

project management, vendor development, new product development and so forth. 

Any business should plan ahead, implement proposed plans, evaluate it constantly 

and monitor it to ensure competitive advantage. Figure 3.7 shows the Deming cycle. 

Figure 3.7: Deming cycle PDSA 

Source: Nyanchama (2005:33) 
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Delta model framework 
The Delta model is a strategy framework aiming at assisting managers in the 

articulation and implementation of effective corporate and business strategies (Hax & 

Wilde, 2001:1). 

It is a combination of the competitive advantage and value chain framework of Porter 

with the resource-based view of the firm offering total customer solutions. The Delta 

model consists of the following elements as seen in figure 3.8: 

o Strategic triangle: defining the strategic position that fundamentally 

reflects new sources of profitability. 

o Alignment of strategic options with firms' activities: aligning the firm's 

strategic direction and execution. 

o Adaptive process: identification of the company's core processes and 

providing guidelines on how to use these processes to achieve 

different strategic positions continuously in a changing and uncertain 

environment. 

o Metrics: Measuring the supported strategies. Later in this chapter the 

different metrics, including business, financial, customer, and 

comparative metrics will be discussed in more detail. 

The heart of the company management and its strategy needs to be its customer. 

The customer demands to be attracted, satisfied and retained. The term customer 

refers to the end user within the organisation, as well as the customers of the 

organisation, utilising the IT services of the organisation (Hax and Wilde, 2001:1). 
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Figure 3.8: The Delta model 
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Porter's five forces model impacting on competitive advantage within a specific 

industry focuses on the following forces: Potential threat of new entrants, barriers to 

entry, competitive force of substitute products, competitive force of suppliers, and 

rivalry among competing sellers (Kotze, 2007:40). These forces apply if a single 

organisation competes in an industry, but what happens if there is a merger of 

organisations; these forces will not be the only forces impacting on a competitive 

advantage. A new force will begin to impact the quest for competitive advantage, 

namely rivalry and politics within merging organisations. This is where the 
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organisational climate will begin to have an impact. Figure 3.9 shows the forces 

impacting the organisation's competitive advantages in a specific industry. 

Figure 3.9: Competition within an industry 

Source: Dorf and Byers (2005:83) 

Figure 3.9 illustrates four rival companies in an industry. The companies, A, B, C and 

D is competing in the same industry with the five forces impacting on their 

competitive advantage, namely potential threat of entry by new competitors, threat of 

substitute products, bargaining power of customers, bargaining power of 

complementary or substitute products and bargaining power of suppliers. These are 

all based on Porter's five forces model of competition (Dorf & Byers, 2005:83). The 

sixth force is a force that is unique to each company in the industry, namely 

competition within the company that impacts on the company's competitive 

advantage within the industry. 
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Merger and acquisitions: integration approach framework 

Companies need to choose the optimal merger and acquisition integration approach 

when making a diversification decision. The goal and central task of any merger and 

acquisition is to create value by combining two or more organisations (Haspeslagh & 

Jemison, 1990:1). The integration approach a company considers is dependent on 

the following two criteria: 

o The need for strategic interdependence 

It is obvious that the goal and central task in any diversification is to 

create value that is enabled when two organisations are combined. 

Value creation is achieved by: 

■ Resource sharing: combining the companies at operational 

level. 

■ Functional skills transfer: the movement of people, sharing of 

information, knowledge and expertise. 

■ Genera! management skills transfer: value creation by improved 

insight, coordination and control. 

■ Combination benefits: value creation by leveraging of cash 

resources, purchasing power, borrowing capability or increased 

market power (Haspeslagh & Jemison, 1990:1). 

o The need for organisational autonomy 

Autonomy must not be granted too quickly; people are important and 

they need to be treated with dignity. The need for organisational 

autonomy can be answered by asking the following questions: 

• Is autonomy essential to preserve the strategic capability 

the organisation bought? 
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• If so, how much autonomy should be allowed? 

• In which areas specifically is autonomy important? 

Ranking the need for strategic interdependence and organisational autonomy on a 

graph, as in figure 3.10, it will assist organisations to decide on an acquisition 

integration approach to follow. The integration approaches the organisation can 

follow include the following: 

• Absorption: Management needs to ensure that the vision of the merger 

and acquisition is carried out. 

• Preservation: Management must focus at keeping the benefits of the 

merger and acquisition intact. 

• Symbiosis: Management is to ensure simultaneous boundary preservation 

and boundary permeability. 

• Holding: Management has no intention of integrating, and value is created 

only by financial transfers, risk-sharing or general management. 

Management only manages the capabilities (Haspeslagh & Jemison, 

1990). 
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Figure 3.10: Acquisition integration approaches 
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It is necessary to understand these integration approaches since it will have an 

impact on the strategy chosen to guide the newly formed organisation to sustainable, 

competitive growth and advantage. 

McKinsey 7-S Framework Model 

This framework is considered a value based management mode! that describes how 

to holistlcally and effectively organise a company. It consists of seven factors that 

collectively determine how the company operates (Rasiel & Friega, 2001:1). These 

factors are shown in figure 3.11. 

The components are as follows: 

• Shared value: This represents the centre of this model, interconnecting all the 

other components. Shared values are the central beliefs and attitudes of the 

company. It also includes the beliefs of the company as well as what the 

company stands for. 
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• Strategy: Strategy is a representation on how the company is going to allocate 

scarce resources, overtime, to reach specific goals. 

• Structure: Structure defines how the organisation's units relate to each other. 

It defines how units in the organisation is related to one another whether it is 
centralised, decentralised, functional, or related through a matrix. 

• Systems: The systems represent the procedures, processes and routines that 
characterise how important work is done. These systems include human 
resources systems, IT systems and financial systems. 

• Staff: The amount of personnel in the company, full time-, temporary staff and 

contract users. 

• Style: The cultural style of the organisation and how managers go about to 
achieve company goals. 

• Skill: Defining the distinctive capability of personnel or the complete company 

(Rasiel & Friega, 2001). 

This framework can serve as a possible guideline to assist managers involved with 

the implementation of strategy, as well as the determination of structure to support 

the strategy for the newfy formed organisation, in the merger and acquisition phase. 
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Figure 3.11: 7-S Framework of McKinsey 

Source: Rasiel and Friega (2001:1) 

The 7-S framework of McKinsey encapsulates all the basic components of the 

organisation and it is important to be aware of this, especially in the beginning stages 

of merger and acquisitions, since management needs to decide how to manage 

these components, especially since there are now not only one organisation 

involved, but two organisations, with different perspectives of these components. 

3.5 SUMMARY 

The implications from the literature review done in this chapter, is as follows: 

• Organisations need to be prepared for changes in the external environment 

on a continuous basis, but the organisation needs to be more so aware that in 

a period of two to three years a paradigm change will take place that will 

influence the industry in which the organisation competes. 

• The main objective of most organisations is to create additional value to the 

organisation itself as well as the environment in which the organisation 

operates. Value can be improved by controlling processes more efficiently. 
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• The IT department, or the organisation's strategy, needs to be aligned with 

the strategy of the organisations. IT strategy must show how the advanced 

technology is used to assist the rest of the organisation to reach its goals and 

objectives. 

• Organisational culture defines what the organisation is; this is shaped by the 

ethical behaviours and guidelines of the organisation. 

• BPR is important to ensure optimal usage of scarce resources, but the 

organisation needs to be aware that it involves more than just changing the 

process, it also involves a change in management styles. 

• Outsourcing is something an organisation can consider, but the organisation 

needs to be sure that they are aware of the potential high risk involved if they 

take this route. Organisations can under no circumstances afford to outsource 

their technology-road mapping sessions, core capabilities or the 

organisation's supplier relationships. 

• Organisational structure forms the foundation that holds everything in the 

organisation together. Redundancy and flexibility need to be built into these 

structures. This ensures that the organisation is able to adapt quickly and 

efficiently to changes in the market as well as changes in the organisations 

strategy. 

• The management of an organisation's information systems is necessary for 

any organisation. The information systems need to be managed to ensure the 

optimal and efficient use of scarce resources. 

• Organisations have abundant knowledge available for use; this knowledge 

should be utilised effectively and efficiently using effective management tools. 

A knowledge management system needs to be implemented to assist in 

knowledge management activities. 

• Organisations need to be aware of the information available for the 

organisation to use; an information audit can assist organisations to determine 

what information is available and where the information is. The protection of 
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the information is also important since it can be damaging to the organisation 

if specific information is obtained by competitors. 

• Investments in information technology need to be justified in financial terms, 

which is not easy to do, since the value of IT investments mostly is realised in 

non-financial terms such as increased performance and high availability. 

• Metrics should be put into place in the organisation to ensure that the IT 

department is working at optimal capacity. These metrics can be used to 

benchmark performance against industry standards. 

• Mergers and acquisitions are undertaken to ensure the survival and sustained 

growth of the organisation. The merged organisations have to start working 

together as soon as possible to realise the new objectives and goals of the 

newly formed organisation. 

• The following models can be used to assist in the development of a 

conceptual framework for mergers and acquisitions in the IT arena; they 

include the three dimensions of the IT process (see figure 3.1); competition 

within an industry (see figure 3.9); a conceptual model for BPR (see figure 

3.2); and the business metrics framework (see figure 3.5). 
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Chapter 4 

Empirical study 

4.1 INTRODUCTION 
The purpose of the empirical research is to align the primary and secondary 

objectives of the study, as discussed in chapter one. 

Empirical research was done using an electronic survey distributed via e-mail to 

participants in the survey. The chapter starts with an overview of the structuring of 

the questionnaire, moving on to an overview of the data gathering method, ending of 

with the results of the survey. The latter includes various aspects such as: 

demographic information; responses in regards to strategy and structure; 

management of information systems; knowledge management; value of IT 

investments; and special merger and acquisition considerations. The chapter 

concludes with the ranking of the components based on the results from the 

empirical research. 

4.2 STRUCTURING OF QUESTIONNAIRE 

The questionnaire was designed to test the perceptions of respondents regarding the 

components organisations needs to consider in the merger and acquisition process. 

The purpose was to rank the perceptions of the components. These components will 

then be used in combination with the components identified in chapter one and two 

of this study. The questionnaire was divided into the following sections. 
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4.2.1 Questionnaire sections 

The merger and acquisitions questionnaire was divided into the following 

sections: 

4.2.2.1 Section A 

Section A's purpose was to obtain specific information regarding the 

demographic information of the respondents to the questionnaires. 

Information such as gender, age, qualification, job title and years working for 

the specific organisation was collected. In the section specific information 

pertaining to the organisation the respondent works for was also collected, 

including annual turnover, size of IT department, as well as percentage of the 

budget allocated towards IT. 

4.2.2.2 Section B 

The purpose of section B was to attain information pertaining to the strategy 

and structure of the organisation. Information relating to the interdependency 

between departments within the organisation, the value of strategy and 

strategy, organisational climate was covered in this section. 

4.2.2.3 Section C 

In section C information pertaining to the management of information systems 

was obtained. Information regarding decision-making processes, change 

management, compliance, and the importance of IT in businesses was 

obtained. 
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4.2.2.4 Section D 

In this section information pertaining to knowledge management was 

obtained. The information includes the importance of the management of 

knowledge and information, why intellectual capital is important, security 

management, information audits and so forth. 

4.2.2.5 Section E 

The section purpose was to gather information regarding the value of IT 

investments. The section covered the following aspects; value of IT 

investments, measurement of intellectual capital, justification of IT 

investments, information audits, ROIT, PB, and TCO. 

4.2.2.6 Section F 

In section F information pertaining to special merger and acquisition 

considerations was gathered. Information regarding the merger and 

acquisition approach, reason for merging, change of IS, organisation strategy 

regarding IS if the organisations was involved in a merger and acquisition. 

112 



Table 4.1 shows the amount of questions per section. 

Table 4.1: Number of questions per section 

Section Number of questions 

Section A 11 

Section B 22 

Section C 11 

Section D 16 

Section E 13 

Section F 7 

Total Survey 80 

4.2.2 Basis of design 

The questionnaire was designed using the following methodology. 

• Establishment of the objectives of the study, and using this to define the 

research objectives of the study. 

• Determining what questions needed to be asked to obtain the information 

necessary to answer the research objectives of the study. 

o Objectives were converted into the information that was needed from 

questionnaire. 

o Questions were developed to get the necessary information needed to 

get to the research objectives. 

• A web based-self completion questionnaire was used. 
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• Questions were sorted to move from general type questions to more specific 

questions. 

• The following data types were used in the questionnaire: 

o Ordinal data types using the following scales: 

■ Ranking scales: Determining the satisfaction of the variables; 

and 

■ Interval scales: Participant chooses an interval that represents 

the value range of the participants' choice (Brace, 2004:12). 

• The questionnaire was designed on a basis of a four-point Likert scale; this 

scale was used with the majority of the questions. The Likert scale, referred to 

as a summated scale, consists of a collection of four statements. In respect of 

each statement, respondents have to indicate their degree of agreement or 

disagreement with its contents on, for example, a four-point scale (Babbie & 

Mouton, 2001:153). 

• The Likert scale is easier to compile compared to an attitude scale (Welman & 

Kruger, 1999:155). Another advantage of the Likert scale is the unambiguous 

ordinarily response categories. With the Likert scale the researcher is able to 

judge the relative strength of agreement intended by various respondents. 

(Babbie & Mouton, 2001:153). 

• Questions pertaining to the establishment of the organisational climate were 

adapted from the organisational diagnostic questionnaire developed by 

Coetsee(2002a:1). 
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The following format was followed in the questionnaire; 

Relative question or statement 
strongly disagree 
Disagree 
Agree 
strongly agree 

Each of the questions could be answered by selecting the relevant option. 

Appendix B contains a printer friendly version of the questionnaire. 

4.3 GATHERING OF DATA 

4.3.1 Research process 

Overall, 303 companies were identified using the following publications: Best 

employees South Africa, 2007; Top 300 national companies, 2004/2005; and 

Impumelelo South Africa's top 300 empowerment companies, 2004/2005. 

Every one of these companies was contacted telephonically and informed of the 

purpose of the survey. Permission was then asked to send the survey via e-mail 

and whether the person would be willing to distribute the survey within his or her 

organisation. E-mail addresses were confirmed and e-mails were sent out to 135 

organisations out of the 303 original organisations. A sum of 27 organisations' 

emails failed. An additional 19 e-mails were sent out to companies identified 

using different methods than stated above. 

Appendix A contains the original message sent out to the organisations. 

4.3.2 Data collection 

A total of 31 valid responses were collected from the population of 154 

organisations who received the e-mail. A total of 26 persons accessed the 

website, but did not complete the survey. Some of the reasons can be that the 
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person only tested the link and was planning to complete the survey at a later 

stage, or the survey was too long for the participant, or the participant decided 

that he was not capable to complete the survey. 

4.3.3 Data analysis 

Analysis was done on the data received from the valid responses thus the 

following section will cover these responses in more detail. 

4.4 RESULTS AND DISCUSSION 

In the analysis of the data the following test was conducted in specific instances of 

analysis: 

■ Pearson's Chi-Square: 

o This test, tests if there is any independence in responses between two 

or more categorical variables (Levine et at., 2005:460). The equation 

for the test is as follows: x1 = %au ceii° / where 

fo = observed frequency in a particular cell of a contingency table 

fe = theoretical or expected frequency in a particular cell if the null 

hypothesis is true. 

• Spearman's correlation coefficient: 

o Is based on Pearson's correlation equation; the test differs only in the 

methods of calculating the correlation between variables (Field, 

2006:129). 
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4.4.1 The profile of the respondent 

Demographic information 

From the results as indicated in the following graphs, graph 4.1 to 4.5, the profile of 

the typical respondent of the survey is as follows. The respondent is a male aged 

between 31 and 30 years; with either a tertiary certificate or degree; or an university 

degree; fulfilling the position as a manager or technical staff member working for the 

company for less than 5 years. 

Graph 4.1: Gender of respondents 
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Graph 4.2: Age of respondents 
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Graph 4.3: Highest qualifications of respondents 

Qualification 
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i Tertiary certificate or 
degree 

University degree 

i Post graduate degree 
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Graph 4.4: Job title of respondents 
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Graph 4.5: Number of years working for organisation 
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Information about participants' organisation 

The profiled respondent works for the specific organisation with a turnover in the 

region of 1 to 49 million rand per annum, or above 200 million rand per annum; with 

an IT staff of more than 50 persons and an IT budget of between 5% to 10% of the 

annual turnover. 

Graph 4.6: Turnover per year 

Turnover per annum (Rand in Millions) 
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Graph 4.7: Number of personnel working in IT department 
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Graph 4.8: IT budget allocation 
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4.4.2 Strategy and structure 

The survey has shown the following pertaining to strategy and structure: 

Graph 4.9: Aligned commitment 

Aligned commitment 
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The majority of respondents indicated that in their organisation a strong sense of 

aligned commitment exists. They indicated that the methods and procedures to 

perform their job were clear; employees also shared a common vision. The 

participants indicated that the following needed more attention; employees' 

involvement in decision making; and co-operation between different departments 

within the organisation. 
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Graph 4.10: Paradigm change 

Paradigm Change 
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Respondents indicated that strategy along with structure plays an important role in 

organisations, especially in preparing for a paradigm change. This supports the 

notion of the law of requisite variety as discussed in chapter 2 and 3. 

In a paradigm change, the structure as well as the strategy of the organisation is 

changing. If redundancy was built into structures, it would have been a less painful 

experience. The structure then would have assisted the organisation to move to the 

new paradigm. In mergers and acquisition though, the strategy and structures is not 

the only thing that change; the organisational design, ethics of the organisation, 

levels of authority, and so forth also need to change. 
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Graph 4.11: Levels of rivalry 
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The levels of rivairy and politics within merging organisations, according to the 

respondents are fairly high. This is a confirmation of the theory as indicated in figure 

3.9 relating to the competition within a specific industry. 

Table 4.2 indicates that there is little significance between the responses from 

respondents involved in mergers and the respondents not involved in mergers. This 

indicates that the perception of rivalry within merged organisations is different 

between the types of respondents. x2(2) = 7.676, p < 0.022 

Table 4.2: Chi-square test on rivalry within merged organisations 

Asymp. Sig. 
Value df (2-sided) 

Pearson Chi-Square 7.676(a) 2 .022 
Likelihood Ratio 9.389 2 .009 
Linear-by-Linear 
Association 7.424 1 .006 

N of Valid Cases 
31 

a 4 cells (66.7%) have expected count less than 5. The minimum expected count is 1.45. 

125 



Graph 4.12: Who sets the ethical tone in an organisation? 

Data obtained from the survey assisted in determining whether or not the ethical 

tone of an organisation was set by the CEO of CFO of the specific organisation. The 

responses containing strongly agree & agree were combined and a percentage was 

calculated to indicate if the CEO or CFO was responsible for setting the ethical tone 

in the organisations. Responses containing strongly disagree and disagree were 

combined and a percentage was calculated to indicate if the CEO or CFO was not 

responsible for setting the ethical tone in the organisation. 

Graph 4.12 indicates that 87.1% of respondents perceived that the CFO was 

responsible for setting the ethical tone of the organisation. 93.5% of respondents 

perceived that the ethical tone was set by the CEO of the organisation. This clearly 

indicates that in the merger process the persons responsible for the setting of the 

ethical tone are top management, the CEOs and CFOs of the merging organisations. 
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Graph 4.13: Ethics in the organisation 
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Respondents to the survey indicated that ethics defined the daily actions of the 

organisation. The respondents also indicated that managers need to develop an 

environment wherein ethical dilemmas can be objectively, openly and constructively 

discussed. 
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Graph 4.14: Technology advances 
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Technology is perceived by the majority of respondents of the survey to play an 

important role in giving the organisation the opportunity and capability to expand its 

operations. This supports the notion of investing more in the IT structure than is 

perceived to be necessary to ensure that the organisation is able to adapt to 

changes in the external as well as the internal environment. 
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Graph 4.15: Information handling policies 

Data handling behaviour 
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Respondents indicated that the IT department has specific guidelines about the way 

data or information is handled within the organisation, but the perception is that more 

organisations enforce these policies. This indicates that IT departments are limiting 

the development of new technologies in their effort to enforce specific data or 

information handling behaviours. 
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Graph 4.16: Old vs. new systems 
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Respondents indicated that a balance should exist between the utilisation of new 

technologies or systems, and the utilisation of existing technologies and systems. 

This is an indication that organisations need to experiment with new technologies 

while still maintaining old systems and technologies. 
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Graph 4.17: Outsourcing 

Outsourcing 
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■ Gain competitiveadvantage 

The following information pertaining to outsourcing was obtained via the response 

from the respondents of the survey. 

• A total of 71% of respondents agreed that it was dangerous to source too 

many operations to a specific alliance partner. 

• Percentage wise 58.1% of the respondents agreed that it is difficult to manage 

and maintain outsourcing. 

• There is only a 3.2% difference between respondents agreeing or disagreeing 

on the following statements: 

o Outsourcing is done in an attempt to gain a competitive advantage over 

competitors. 

o Outsourcing limits the organisation's ability to adapt to environmental 

changes. 
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Even though more respondents agree to the aforementioned statements, no 

clear conclusion can be made from these responses. 

In conclusion, the following can be said regarding outsourcing: organisations are not 

just outsourcing to gain a competitive advantage; great care needs to be taken in the 

process of deciding on an alliance partner as well as what to outsource to specific 

alliance partners. 

Graph 4.18: Strategy and structure 

The following information pertaining to outsourcing was obtained via the response 

from the respondents on the survey: 

• Strategy and structure is linked to the organisational design of the 

organisation. Overall, 90.3% of respondents agreed to this statement. 

• As much as 93.5% of respondents agreed that the strategy of organisations' 

is a roadmap to a specific goal and that it is something that keeps evolving. 
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• Almost two thirds of respondents supported the notion that the structure of an 

organisation constrains the strategy of the organisation. This supports the 

theory regarding the law of requisite variety. 

• Also supporting the theory regarding the law of requisite variety is the 

responses from the respondents supporting the notion that investments need 

to be made in redundant equipment to enable organisations to adapt more 

efficiently to possible changes in the environment. 

4.4.3 Management of information systems 

The following information was collected from the study pertaining to the management 

of information systems: 

Graph 4.19: IT process 

Changinga component of the IT 
process will have an impact 
exponentially on the other 

components 
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■ Not Sure 

■ No 

Respondents to the survey have the perception that changing one component of the 

IT process has an exponential impact on the other components of the IT process. 

Overall, 65% indicated that a change to the power component will have an 
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exponential impact on the reach and exponential component of the IT process. Only 

16% said there is no exponential impact and 19% was not sure about the statement. 

Graph 4.20: Importance of IT in the organisation 
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Graph 4.20 indicates the respondents' response to the question in the survey 

pertaining to the importance of information technology in the organisation. More than 

half (54.8%) strongly agreed that the priorities of the IT department need to be 

aligned with the strategies of the organisation. 

Overall, 83.9% of respondents indicated that IT departments can be seen as a 

business within the organisation supporting all other organisation functions in diverse 

ways; only 16.1% of the respondents disagreed to this statement. 

The management of an organisation's IT assets has become a business imperative; 

93.5% of respondents indicated that the statement held to be true. Only 6.5% of the 

respondents disagreed on the aforementioned statement. 
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This is a clear indication that IT is an integrated part of any organisation and that it 

needs to be managed to ensure alignment with business goals and objectives. IT 

assets also need to be maintained and managed. 

Graph 4.21: Governance 

Respondents were asked whether their organisation was aware of the cost of 

implementing King II compliance, the current governance program of SA. The 

respondents where then asked if their organisation was budgeting for the cost 

involved for the implementation of King III, that are reported to be implemented in 

2008. Table 4.3 indicates the responses of the respondents: 

Table 4,3: King compliance 

Yes Not Sure No 

Implementation cost of King II 48.4% 25.8% 25.8% 

Budgeting for King III 

implementation 

19.4% 45.2% 35.5% 
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A closer look at table 4.3 indicates that 50.6% of the respondents were not aware of 

the implementation of the current governance plan in South Africa. It further indicates 

that 80.6% of respondents were not aware whether the organisation is budgeting to 

be compliant if the new governance plan is to be implemented. The question can be 

asked if this is a case of negligence, ignorance, or whether organisations decided to 

ignore compliance. This is something that has the potential to be a very interesting 

research topic. Currently there is no formal form of punishment for non-compliance 

to King II; only companies listed on the Johannesburg Stock Exchange is expected 

to be compliant, with specific implications if they are not compliant. 

4.4.4 Knowledge management 

The following information was obtained from the study relating to knowledge 

management as described in chapter 2 and 3 of this survey. 

Graph 4.22: Impact of IT on organisations' strategy 
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Overall, 90.32% of respondents agreed to various degrees that IT has an impact on 

the strategy of their organisation. Only 9.68% of respondents indicated that IT does 
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not impact the strategy of their organisation. This confirms the importance of IT in the 

organisation. 

Graph 4.23: Value of information 

Information as indicated by 96.8% of respondents assist with the understanding of 

the organisation, and needs to be managed to ensure that the organisation is gaining 

a competitive advantage in the market through efficient operations, as indicated by 

100% of respondents. 

More than a third of respondents (65.3%) also indicated that information ensures 

awareness of what is going on in other departments, while 90.3% indicated that 

sharing of information will increase the organisation's performance. 

This emphasises the valuable role information plays in any organisation. 
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Graph 4.24: Value of knowledge 

As much as 95.2% of respondents indicated that knowledge is a valuable asset for 

the organisation, and 64.5% of respondents indicated that knowledge is contributing 

towards the success of the organisation. Even more (96.85%) respondents indicated 

that knowledge grows with use and all of the respondents indicated that knowledge 

needs to be integrated with the strategic and operational objectives of the 

organisation. 

Within organisations there needs to be a system to capture the knowledge of the 

organisation to assist in the sharing of this valuable knowledge, and prevent the 

duplication of unnecessary knowledge. 

This also emphasises the importance of knowledge in conjunction with information in 

the organisation. 
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Graph 4.25: Intellectual capital 
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Intellectual capital is becoming the inventory of the new economy. This is confirmed 

by 100% of the respondents of the survey. Intellectual capital encompasses the 

intangible assets that are used to access the success and wealth of organisations. A 

measurement tool needs to be created to measure the worth of intellectual capital 

and this tool needs to be scalable, as indicated by 96.8% of the respondents. 

An interesting study will be to determine whether or not the management of 

knowledge and information alongside with the auditing of an organisation's 

intellectual capital is of high priority or not. 
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Graph 4.26: Security management 
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Security management is imperative in defending the intellectual property of 

organisations, as indicated by 100% of respondents. A security management plan 

along with the governance of this plan, with the necessary supportive structure 

needs to be in place, according to 96.8% of responses. All of the respondents 

indicated that security management should encourage and enforce positive 

behaviour relating to the security of the organisation. 

This emphasises the importance of an organisation's intellectual capital and 

property. Organisations must take every precautionary step to defend its intellectual 

capital and property. Failure to do so can cause major problems for organisations. 
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4.4.5 Value of information technology investments 

The following information was collected from the study pertaining to the value of IT 

investments: 

Graph 4.27: IT investment decisions 
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Overall, 80.7% of respondents indicated that IT investments need to be explained in 

financial terms, while 19.3% of respondents felt that it is necessary to explain IT 

investments in terms of financial terms. 

A total of 58.1% of respondents indicated that IT investments do not need to be 

treated differently from any other investment, while 41.9% indicated that IT 

investments should be treated differently. 

This confirms that there are various viewpoints in regard to the justification of IT 

investments. Investments in IT should not be regarded just in terms of the initial 

capital layout and the perceived value added to the organisation, but it needs to be 

viewed as part of a complete system, and the value added to the system if the 

investment is made. 
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Graph 4.28: Value of IT investments 
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Respondents indicated that investment in IT should contribute towards the 

improvement of the organisations' performance; this needs to be assessed and 

measured with a measurement tool that scales over time. 

The aforementioned, together with the section on IT investment decisions, ties up 

with the theory of chapter 2 and 3 that states, that it is difficult to measure the value 

of IT investments, since it involves more than just the investment in a specific 

software program or a piece of hardware. 
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Graph 4.29: Information audits 
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The purpose of information audits is to maximise the leverage of investments in 

technologies, ensuring the alignment with organisational strategies. As much as 

87.1% of the respondents concurred that the statement held to be true. All of the 

respondents agreed that information is the cornerstone of all organisations. 

This emphasises the statements made in the section relating to the management of 

knowledge. 

Information audits in the organisation, can be used to determine where the 

organisation is at any point in time in respect to where the organisation is going. If 

the law of requisite variety is applied correctly in the organisation, the organisation 

can identify the areas where expansion is warranted. 
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Graph 4.30: Financial trends 
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As much as 87% of respondents concurred that financial trends can be seen as an 

indicator of trends in the industry in which the organisation compete in. Financial 

trends can be used as an important tool to predict changes in the environment, 

ensuring that the organisation is able to adapt quickly and efficiently to utilise 

opportunities that may arise. 
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Graph 4.31: Return on IT investments 
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From the graph above it is clear that most of the respondents indicated that the ROIT 

should be in the range of between 8 and 16%, indicating that the internal rate of 

return is fairly high - estimated to be in the range from 7 % and upwards. 

Table 4.4 indicates that there is no significance between the responses from 

respondents involved in mergers and the respondents not involved in mergers. This 

indicates that the perception on the return of IT investments is similar between the 

types of respondents. x2(3) = 1.932,p < 0.587 

Table 4.4: Chi-square test on ROIT 

Asymp. Sig. 
Value df (2-sided) 

Pearson Chi-Square 1.932(a) 3 .587 
Likelihood Ratio 1.976 3 .577 
Linear-by-Unear 
Association .588 1 .443 

N of Valid Cases 
31 

a 6 cells (75.0%) have expected count less than 5. The minimum expected count is 2.42, 
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Graph 4.32: Payback period 

Favourable IT Payback period 

■ Less than a year 

11 to 2 years 

B3 to 4 years 

■ More than 5 years 

The payback period on IT investments should preferably not be less than 4 years. A 

total of 39 % indicated that a payback period of less than 4 years is satisfactory, 

while 36 % indicated that a payback period less than 2 years is satisfactory. 

The South African Revenue Services make provision for wear and tear on IT 

equipment. The essence of this provision is that the wear and tear or depreciation, 

as long as it is used in the trade of the taxpayer, can be written of as a deduction 

(Anon 1993:1). This concurs with the results from the survey. 

Table 4.5: Chi-square test on payback period 

Value df 
Asymp. Sig. 

(2-sided) 
Pearson Chi-Square 8.249(a) 3 .041 
Likelihood Ratio 8.828 3 .032 
Linear-by-Linear 
Association 3.984 1 .046 

N of Valid Cases 
31 

a 4 cells (50.0%) have expected count less than 5. The minimum expected count is .97. 
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Table 4.5 indicates that there is little significance between the responses from 

respondents involved in mergers and the respondents not involved in mergers. This 

indicates that the perception on the payback period of IT investments is different 

between the types of respondents. x2(3) = 8.249, p < 0.041 

Graph 4.33: Total cost of ownership 

Total cost of ownership needs to be 
less than double the original 

investment 
6% 3% 

4^fc ■ Strongly Disagree 

m 39% ■ Disagree 

^ ̂  w ■ Agree 

■ Strongly Agree 

Overall, 58% of respondents indicated that the total cost of ownership must not 

exceed double the value of the original investment. Indicating that most of the 

organisations are looking for investments where the installation and maintenance 

cost is in line with the value of the investment in the initial hardware technology or 

software purchase. 

4.4.6 Special merger and acquisition considerations 

The following section pertains to information collected with specific reference to the 

special merger and acquisition considerations, as asserted by the survey in section F 

of the survey. 
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Graph 4.34; Merger and acquisition approach 

The merger and acquisition integration 
approach is dependent on the need for 
strategic interdependence as well as the 

need for organisational autonomy. 
3.2% 

A L i f 1 25-8% ■ Strongly Disagree 

■ Disagree 

1 ^te Agree 

61.3% W ■ Strongly Agree 

Respondents indicated that the need for strategic interdependence and the need for 

organisational autonomy have an impact on the merger an integration approach, as 

discussed in chapter 3. This indicates that the Haspeslagh and Jemison model is a 

valid source of information. 

Table 4.6; Chi-square test on integration approach 

Asymp. Sig. 
Value df (2-sided) 

Pearson Chi-Square 2.399(a) 2 .301 
Likelihood Ratio 2.527 2 .283 
Linear-by-Linear 
Association .388 1 .534 

N of Valid Cases 
31 

a 4 cells (66.7%) have expected count less than 5. The minimum expected count is 2.42. 

Table 4.6 indicates that there is a noticeable level of significance between the 

responses from respondents involved in mergers and the respondents not involved 

in mergers. This indicates that the perception of the integration approach taken by 
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merged organisations is different between the types of respondents. 

X2(3) = 2 . 3 9 9 , p < 0.301 

Graph 4.35: Multiple organisations with different views 

The newly formed organisation consists 
of two or more organisations with their 
own interpretation of different aspects 

of the business. 
9,7% 3.2% 

■ Strongly Disagree 

j j ^ v^^E a Disagree 

1 ^^k Agree 

613% to ■ Strongly Agree 

Ĥ w 

Respondents' responses show that in the merger and acquisition process, two or 

more organisations, involved in the merging process, has different interpretations on 

different aspects of the business. This confirms the existence of the sixth power in 

organisations' quest for competitive advantage in a specific industry as illustrated in 

figure 3.9. 

Table 4.7: Chi-square test on business perceptions 

Asymp. Sig. 
Value df (2-sided) 

Pearson Chi-Square 4.947(a) 3 .176 
Likelihood Ratio 6.494 3 .090 
Linear-by-Linear 
Association .751 1 .386 

N of Valid Cases 
31 

a 6 cells (75.0%) have expected count less than 5. The minimum expected count is .48. 
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Table 4.7 indicates that there is a noticeable level of significance between the 

responses from respondents involved in mergers and the respondents not involved 

in mergers. This indicates that the perceptions on the different viewpoints of 

organisations involved in mergers are different between the types of respondents. 

X2(3) = 4.947,p < 0.176 

Graph 4.36: Complexity of environment 

Complex environment in which 
organisations operate 

0.0% 

1 25.8% r ■ Strongly Disagree 

■ Disagree 

Agree 

■ Strongly Agree 

As much as 90.3% of the respondents indicated that organisations operated in a 

complex environment, confirming that the development of a conceptual framework is 

done by making specific assumptions about the environment in which the 

organisation operates. 
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Graph 4.37: Securing growth and advances in competition 

Mergers and acquisitions are 
important to secure growth and 

advances in competition. 

■ Strongly Disagree 

■ Disagree 

Agree 

■ Strongly Agree 

Respondents indicated that mergers and acquisitions are used by organisations to 

ensure advances in competition. This is important to know, since it is probably one of 

the factors used to evaluate if a merger and acquisition was successful or not. 

Graph 4.38: Scheduled systems change 

Time until next IT system change 

Hhisyear 

12 to 3 years 

»4to 5 years 

I more than 6 years 
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Respondents to the survey indicated that they will change the IT systems within the 

following timeframe: 26% within this year; 39% two to three years from now; 6% 

within the next four to five years; 29% within a period of more than six years. 

Graph 4.39: Time since last system change 

Changes in IT Systems 

- less than a year ago 

■ between 1 & 2 years ago 

■ between 3 & 4 years ago 

■ more than 4 years ago 

Changes to respondents' IT systems took place as follows: 52% changed their 

systems during the past year; 36% changed their systems one to two years ago; 6% 

chanced their systems three to four years ago, and the remaining 6% changed their 

systems more than four years ago. 

This indicates that approximately 88% of respondents changed their systems within 

the past 24 months, indicating that system changes was made within the timeframe 

of the predicted paradigm change that is predicted to take place every 18 months. 

Establishing a window of opportunity to change the IT systems is not an easy task, 

but the following can assist organisations to establish when the time is optimal to 

change IT systems. It needs to be emphasised that this is based only on the time 

since the last changes were made to IT systems, and ignores other variables that 

can have an impact on the window of opportunity. 
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Table 4.8: Pearson's correlation 

Changed 1 Plan to 
systems | change 

Last change of IT Pearson Correlation 
systems 

Sig, (2-tailed) 
N 

Next planned change Pearson Correlation 
to IT systems 

Sig. (2-tailed) 
N 

1 

31 

.584(") 

.001 
31 

.584(") 

.001 
31 

1 

31 

Table 4.9: Spearman's correlation 

Changed 
systems 

Planned 
change 

Last change of IT Correlation Coefficient 
systems 

Sig. (2-tailed) 
N 

Next planned Correlation Coefficient 
change to IT 
systems 

Sig. (2-tailed) 
N 

1.000 

31 

.594(") 

.000 
31 

.594(") 

.000 
31 

1.000 

31 

Table 4.8 and 4.9 indicate that there is a strong correlation between when the IT 

systems were changed, and the time when the organisation is planning to change 

the IT systems. If an organisation had changed their systems recently, the time until 

the next systems change will be further away than the time planned for an 

organisation that changed their systems a few years ago. 
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Graph 4.40: Systems mergers and acquisitions strategy 

Mergers and system strategy 
3% 

■ combined the systems 

■ used the same systems 

■ replaced certain systems 

■ replaced all the systems 

The strategy followed by 58% of respondents regarding the choice of systems to use 

after mergers and acquisitions is to replace certain systems, thus utilising certain 

systems that were perceived to perform optimally for the task that they were 

designed. This affirms the necessity to work with new technologies while maintaining 

current technologies, as indicated in graph 4.16. 

Table 4.10: Chi-square test on system integration 

Value df 
Asymp. Sig. 

(2-sided) 
Pearson Chi-Square 
Likelihood Ratio 
Linear-by-Linear 
Association 
N of Valid Cases 

2.951(a) 
3.728 

.234 

31 

3 
3 

1 

.399 

.292 

.629 

a 4 cells (50.0%) have expected count less than 5. The minimum expected count is .48. 

Table 4.10 indicates that there is a noticeable level of significance between the 

responses from respondents involved in mergers and the respondents not involved 

in mergers. This indicates that organisations, if they were to merge, would use 
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almost the same strategy regarding the utilisation of systems. 

X^(3) = 2 . 9 5 l , p < 0.399 

4.5 SUMMARY 

This chapter analysed the data collected via the survey that was sent out to 

participants identified from various sources. The information was analysed and the 

following important issues were identified: 

• IT departments' goals and objectives need to be aligned with those of the 

organisation. 

• Levels of rivalry and politics amongst companies involved in mergers and 

acquisitions are high, but it is not only in merging organisations; it is also high 

in single organisations. 

• The CEO and CFO of the organisation are responsible for the setting of the 

ethical tone of the organisation in the beginning stage of the organisation. 

• Outsourcing is a way to gain a competitive advantage over competitors, but it 

is something that needs careful planning and consideration before it is done. 

• IT is an integrated part of any organisation, and needs to be managed to 

utilise existing and new technologies to their full potential. 

• Structure is the basis of the organisation; it is as important as the strategy of 

the organisation. Proper structures need to be in place to ensure that the 

organisation is able to adapt to changes in the strategy of the organisation. 

• Intellectual property of the organisation has to be protected against internal as 

well as external threats. Intellectual property encompasses the information of 

the organisation as well as the knowledge that is found among the employees 

of the organisation. 
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• IT investments have to be justified in financial terms, but this should not be 

the only measurement tool to justify investments. 

• The next window available to change IT systems is correlated with the time 

that passed since the last change to the IT system was made. 
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Chapter 5 

Conclusion and recommendations 

5.1 INTRODUCTION 

This chapter will take the information from the previous chapters in this study and 

combine it to develop a conceptual framework and considerations for mergers and 

acquisitions in the IT arena, 

The chapter will commence by discussing the framework and the consideration 

relevant to the framework, and the chapter will conclude with a summary of the study 

as well as recommendations for further study. 

5.2 CONCEPTUAL FRAMEWORK AND CONSIDERATIONS 

The framework that was developed can be seen as a multipurpose framework that 

can be used as a model to manage IT Systems, IT investments and so forth. The 

framework is not limited to only IT departments or organisations, but it is a 

framework that can be utilised by any organisation that uses any form of IT systems. 

The considerations discussed in this chapter pertain to the specific objective of the 

study, namely the development of a conceptual framework and considerations to 

assist organisations in the merger and acquisition process. Figure 5.1 illustrates the 

proposed framework. 

The main components will be discussed in this section as well as the considerations 

pertaining to the framework. 
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Figure 5.1: Conceptual framework for mergers and acquisitions in diverse IT 

organisations 

Organisational 
changes 

This framework is relevant for the management of information technology for any 

organisation, whether they are involved in mergers or not. 
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5.2.1 FRAMEWORK COMPONENTS AND CONSIDERATIONS 

It is important to understand that two or more organisations that were probably 

competing in the same industry for sustainable growth and competitive advantage 

are forced to work together to obtain newly formed vision and goals. Conflict, 

rivalry and political agendas will be the order of the day in the beginning of the 

process and needs to be managed carefully. One should remember that two 

organisations, including its staff, resources and systems have to marry and need 

to become one as soon as possible to ensure the success of the merger process. 

A lot of time and effort was invested in the process to determine if the two or 

more organisations can obtain economies of scales and synergy. 

The components of the framework will be discussed below. 

• Organisational changes: 

Changes to all the organisations involved in the merger are going to take 

place. The ethics, organisational design, organisational structures will 

change to adapt to those of the newly merged organisation. 

Structures need to be set in place as soon as possible to ensure that the 

organisation is able to innovate to stay competitive in the industry. 

Issues pertaining to security needs to be sorted out as soon as possible, 

and security policies, structures needs to be in place almost immediately to 

ensure the protection of the organisations involved in the merger 

intellectual capital. 

Behavioural changes: 

The strategy and structures of the newly formed organisation is going to be 

different to those of the strategy and structures of the old organisations. 

Issues pertaining to the sharing of knowledge, intellectual property, 

intellectual capital, information audits and sharing needs to be managed, 
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and systems needs to be put in place to assist in the management of the 

aforementioned components. 

• Strategy and structure: 

The strategy and structure is probably where the most changes is going to 

take place, but it is also the place where the changes is going to happen at 

an immense speed. The resistance to these changes will probably be 

ignored initially by management. The newly formed organisation needs to 

negotiate on the goals and objectives of the organisation and what 

structure will assist the organisation in reaching these newly defined goals 

and objectives. 

This structure needs to be developed to support the most optimal level of 

requisite variety. Investment decisions in technology and systems need to 

be made. 

New business and financial metrics need to be developed to ensure 

measurement of the organisations performance internally as well as the 

performance in terms of the performance of rival organisations in the 

industry. 

• Internal organisational rivalry and politics: 

The levels of rivalry and politics will be extremely high during the initial 

stage of the merger process. Different viewpoints on aspects pertaining to 

the authority channels within the organisation, system choices, strategy to 

follow, and so forth will be argued. 

This rivalry needs to be managed and resolved as soon as possible to 

ensure that everybody is working together to achieve the goals and 

objectives of the newly formed organisation. Decisions regarding 

outsourcing also need to be assessed and reviewed. 
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The rivalry will never go away and needs to be managed effectively by 

management. If this is not managed the potential exists that rivalry can 

destroy value. 

• Information technology and systems: 

Information technology and systems needs to ensure that the organisation 

is able to adapt to the changes in the environment in which it operates. IT 

department need to align their goals with those of the newly formed 

organisation as soon as possible and assist the organisation in its effort to 

maximise the value of the merger. 

• BPR: 

Processes and procedures need to be redesigned to ensure that the 

information systems are working optimally in the newly formed 

organisation. Scarce resources need to be utilised optimally by the 

information technology department; these resources includes available 

systems and technology of the merged organisations and the skilled 

employees of these organisations. 

• Shared visions and goals: 

The goals and objectives of the IT departments, organisations involved in 

the merger process, need to change to be aligned with those of the newly 

formed organisation and IT department. 

Alignment and sharing of these goals ensures that the organisation is able 

to obtain sustainable growth, and compete with competitors in the industry. 

• Sustainable growth and competitive advantage: 

This can only be achieved if every aspect of this framework is managed 

and guided by management. 
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5.3 GENERAL CONCLUSION 

This study determined the components that should be included in the conceptual 

framework for mergers and acquisitions in the IT arena. This framework can be used 

to assist organisation through the process of merging. This will ensure the optimal 

and sustainable success in the merger process. 

The framework was developed by means of a literature review and empirical study 

conducted on many components of information technology and organisations. This 

framework can also be used by any organisation as a general management model to 

manage information technology within an organisation. 

One of the questions that is a burning issues in IT management is to determine when 

the optimal time is to change the information systems. The literature review 

conducted, was not able to attain any information pertaining to this issue. Through 

empirical research a correlation was drawn on the time since the last systems 

change and the predicted next systems change. This information can be used in the 

development of an empirical model to assist organisations in the establishment of 

the next available opportunity to change IT systems. 

Metrics and financial analysis were identified to be useful in the prediction of possible 

changes in the industry in which the organisation operates. 

5.4 RECOMMENDATIONS FOR FURTHER RESEARCH 

Flowing from this study is a number of research fields that require more detailed 

research, including: 

• The degree of rivalry and politics that exist within organisations, including 

organisations that are merged as well as organisations that are not involved in 

mergers. 

• Further research into the relevance of the law of requisite variety. 
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• Organisations indicate that they are aware of the importance to manage the 

intellectual capital of the organisation, including information, knowledge, 

information audits, and so forth. The question is whether they are in fact doing 

it and how are they doing it. 

• The ethical tone of organisations is set by the CEO and CFO of the 

organisation. What happens after it is set? 

• Development of an empirical model to assist organisations in the 

establishment of the next available opportunity to change IT systems. 

• Research based on the implementation of the King II and King III report on 

corporate governance and the implication of non conformance to this report. 
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Appendices 

Appendix A: Sample of email sent to participants of survey 

A conceptual framework and considerations for mergers and acquisitions in 
the Information Technology Arena 

The following questionnaire is part of my mini-dissertation that is required as the final 

part of my MBA studies at the North-West University. The topic registered with the 

university is as follows: A conceptual framework and considerations for mergers 
and acquisitions in the Information Technology Arena. 

To complete the survey online, please click on the following link 

Click Here 

or alternatively, copy and paste the following text into your internet browser. 

http://www.lohesi.co.za/esp/public/survey.php?name=ITsurvev 

For more details regarding my research, the mini-dissertation topic , or issues 

regarding the completion of the survey, please contact me on +27 (0)82 292 0202 

and/ or e-mail: flip.vanschalkwyk(5)nwu.ac.za Alternatively contact my study leader, 

Mr. Johan Coetzee on +27 (0)18 299 4012 and / or e-mail 

Johannes. coetzee(a)nwu.ac.za. 

To show our appreciation for the time and effort you put into the completion of the 

questionnaire, we will also send you final results of the research if requested. 

Thank you for your participation. 

PJ van Schalkwyk 

1 
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Appendix B: Printer friendly version of survey 

A conceptual framework and considerations for mergers and acquisitions in 
the information Technology Arena. 

The following questionnaire is part of a mini-dissertation that is required as 
part of MBA studies at the North-West University. The topic registered with 
the university is as follows: A conceptual framework and considerations for 

mergers and acquisitions in the Information Technology arena. 

)emographic Information _ 
Please select your age group (in years) 
Less than20 
21 to 30 
31 to 40 
41 to 50 
51 to 60 
Older than 60 
Please select your gender 
Male 
Female 
Please select your job title 
Technical or Clerical 
Supervisor 
Assistant Manager 
Manager 
Division Manager 
CFO 
CEO 
Other 
Highest qualification 
Matriculation 
Tertiary Certificate or Diploma 
University Degree 
Post Graduate Degree 

2 



How many years have you been working for your organization? 
OtoS 
6 to 10 
11 to IS 
16 to 20 
21 to 25 
26 to 30 
31 to 35 
more than 36 
What Is your organization's strategy relating to mer, 
Not considering Merging 
Considering Merging 
In the process of Merging 
Merger completed 
Describe the size of your organization in terms of: Turnover per annum 
(Rand in Millions) 
Less than 1 
ltd'49 
SO to 74 
75 to 99 
100 to 124 
125 to 149 
150 to 174 
175 to 200 
More than 200 

3 



Describe the size of your organization in terms of: Percentage of budget 
allocated towards Information Technology 

1% 

2% 

3% 

4% 

5% 

6% 

7% 

8% 

9% 

10% 

11% 

12% 

13% 

14% 

15% 

16% 

17% 

18% 

19% 

20% or more 
Describe the size of your organization in terms of: Number of people 
working in Information Technology department 
Less than 10 
10 to 19 
20 to 29 
30 to 39 
40 to 49 
More than 50 
I would like a copy of the results 
Yes 
No 
enter your email address 

4 



Strategy & Structure 
12 Changes in our organization focus on strengths and do not destroy what 

vorksweli. 
strongly disagree 
disagree 
agree 
strongly agree 
The importance of co-operation between different departments and 
sections is emphasized in our organizatio 
strongly disagree 
disagree 
agree 
strongly agree 

15 

Our organization is characterized by a clear indication of the methods 
and procedures used to accomplish tasks and work. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Strategy along with structures need to be in place to be ready for a 
paradigm change in the technological environment. 
strongly disagree 
Disagree 
Agree 
strongiy agree 
Rivalry and politics within merging organizations are very high. 
strongly disagree 
Disagree 
Agree 
strongly agree 
The Chief Executive Officer sets the tone for ethical behaviour 
company. 
strongly disagree 
Disagree 
Agree 
strongly agree 
The Chief Financial Officer sets the tone for ethical behaviour i 
company. 
strongly disagree 
Disagree 
Agree 
strongly agree 



19 Advances in technology give organizations the opportunity and 
capability to expand their operations. 

strongly disagree 
disagree 
agree 
strongly agree 
Our Informatii 
handling behaviour 
strongly disagree 
disagree 
agree 
strongly agree 
Our Information Technology department give guidelines for specific 
information handling behaviour. 
strongly disagree 
disagree 
agree 
strongly agree 
Managers need to create a working environment in which etl 
dilemmas can be discussed openly, objectively, and constructively 

strongly disagree 
disagree 
agree 
strongly agree 
Ethics characterise the actions taken by our organisation in their daily 
activities. 
strongly disagree 
disagree 
agree 
strongly agree 
Information Technology staff and business users should be encouraged 
to innovate with newer technologies. 
strongly disagree 
disagree 
agree 
strongly agree 



^ ^ -

* 

Information Technology staff and business users must maintain control 
and efficiency of existing systems 
strongly disagree 
disagree 
agree 
strongly agree 

iional design is linked to our structure 
organisation. 
strongly disagree 
disagree 
agree 
strongly agree 
Outsourcing is done in an attempt to gain a competitive advantage over 
competitors, 
strongly disagree 
disagree 
agree 
strongly agree 
Strategy is the road map to a specific goal: this is something that 
dynamic and keeps evolving. ■ 
strongly disagree 
disagree 
agree 
strongly agree 

jllows st rue 
strongly disagree 
disagree 
agree 
strongly agree 

jre constraints strates 

Investment in redundant equipment needs to be made to ensure that 
our organisation can adapt to changes in the external environment more 
efficiently. 

strongly disagree 
disagree 
agree 
strongly agree 
Outsourcing limits the organisation's ability to adapt to environment 
changes, 
strongly disagree 
disagree 
agree 
strongly agree 



strongly disagree 
disagree 
agree 
strongly agree 
If an organisation is outsourcing many of its operations to a specific 
alliance partner, the chance exists that the alliance partner gets into a 
position where they prescribe the organisation's strategic moves and 
goals. 

strongly disagree 
disagree 
agree 
strongly agree 



Management Information Systems 
34 Employees are involved in change decisions, to make the transition 

smoothly. 
strongly disagree 
disagree 
agree 
strongly agree 
Our organisation is characterised by managers who create opportunities 
for employees to participate in decision-making. 
strongly disagree 
disagree 
agree 
strongly agree 
)ur organisation has a specific vision which all employees support. 

strongly disagree 
disagree 
agree 
strongly agree 
Zhanging one component in the IT process, such as power, will have an 
exponential impact on reach and intelligence. 
yes 
not sure 
No 
The management of an organisation's Information Technology assets has 
become a business imperative. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Is your organisation aware of the cost involved to be King II compliant? 
Yes 
not sure 
No  
Is your organisation budgeting to be King III compliant when it is 
released in 200S? 
Yes 
not sure 
No 



In the merger and acquisition process, the parties involved need to start 
working together to reach a common goal. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Information Technology organisations operate as businesses with 
businesses, supporting ail other functional units in diverse ways. II 

I strongly disagree 
| Disagree 
I Agree 
| strongly agree  

43 Information Technology priorities need to be aligned with the 
organisations' priorities. 

I strongly disagree 
I Disagree 
I Agree 
| strongly agree  

44 Better information practices will increase business performance 

I strongly disagree 
I Disagree 
I Agree 
| strongly agree  

/ithin 

10 



Knowledge Management 

■ 

information behaviours, where knowledge and information is shared, 
will increase business performance. 
strongly disagree 
Disagree 
Agree 
strongly agree 

iformation Technology affects the strategy of our organisati 
strongly disagree 
Disagree 
Agree 
strongly agree 
In our organisation, decisions are made at those levels where the mo 
applicable and accurate information are available. 
strongly disagree 
disagree 
agree 
strongly agree 
My work group receives adequate information about what happens in 
other departments/sections. 
strongly disagree 
disagree 
agree 
strongly agree 
The management of business information knowledge is useful, in 
response to competitive changes and challenges. 
strongly disagree 
disagree 
agree 
strongly agree 

■ 
Diverse knowledge resources need to be managed, to be integrated with 
strategic and operational objectives. 
strongly disagree 
disagree 
agree 
strongly agree 
Intellectual capital should encompasses intangible items that are used 
measure companies' success and wealth. 
strongly disagree 
disagree 
agree 
strongly agree 

-

11 



intellectual capital has become the inventory of the new economy. 

strongly disagree 
disagree 
agree 
strongly agree 
The primary purpose of the information audit is to identify what 
information exists, where it resides, who are using it, and what the co 
of the information Is. 

ist I 
strongly disagree 
disagree 
agree 
strongly agree 
Good security management is about encouraging and enforcing positive 
behaviour. 
strongly disagree 
disagree 
agree 
strongly agree 
A security management plan, together with the governance of thi; 
as well as proper structures are imperative. 
strongly disagree 
disagree 
agree 
strongly agree 
Defending any intellectual property in our company is imperative. 
strongly disagree 
disagree 
agree 
strongly agree ■ Knowledge transfers differ from any other tangible resource; it grows 
with use. 
strongly disagree 
disagree 
agree 
strongly agree 
The development of measures to track whether knowledge sharing is 
contributing towards the success of our organisation is in place. I 

strongly disagree 
disagree 
agree 
strongly agree 

12 



59 Knowledge is one of the most valuable assets in our organisation. 

strongly disagree 
disagree 
agree 
strongly agree 
iformation i 

strongly disagree 
disagree 
agree 
strongly agree 

ling the business. 

13 



/alue of IT investments 

Managers need to assess the value of investing in IT technologies and 
software advances. 
strongly disagree 
disagree 
agree 
strongly agree 
Value occurs when Information Technology implementations cataly 
contribute to improvements in the organisational performance 

strongly disagree 
Disagree 
Agree 
strongly agree 

" 

Information Technology investment decisions are real and diverse 
strongly disagree 
Disagree 
Agree 
strongly agree 
The best measurement tool to measure Intellectual capital is a tool that 
scales over time. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Information Technology investments should be treated in the same 
manner as any other investment in our organisation. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Benefits of Information Technology investments needs to be 
in financial terms. 
strongly disagree 
Disagree 
Agree 
strongly agree 
Information audits should be customised to fit the organisation 

* 

■ 
strongly disagree 
Disagree 
Agree 
strongly agree 

14 



Information audits generally have the purpose to maximize the leverage 
of investments in information systems and technologies, ensuring the 
strategic alignment with the overall goals and mission of the 
organisation. 

strongly disagree 
Disagree 
Agree 
strongly agree 
Information ties all business functions together and provides the basis 
jr all managerial decisions; it is the cornerstone of all organisations. 

strongly disagree 
Disagree 
Agree 
strongly agree 

_ 

Financial Metrics ensures that the organisation is aware of trends, 
enabling our organisation to anticipate certain strategic moves by 
competitors. ■ 
strongly disagree 
Disagree 
Agree 
strongly agree 
Investment in Information Technology is favourable if the Return on 
Investment is: 

less than 8 % 
8.01% to 11.99% 
12% to 15.99% 
more than 16 % 
The payback period of investments in information technology is 
favourable if it is: 
less than a year 
1 to 2 years 
3 to 4 years 
5 years or more 
Total cost of ownership must be less than double the original 
investment. 
strongly disagree 
Disagree 
Agree 
strongly agree 

15 



Special Merger and Acquisition considerations  
74 The merger and acquisition integration approach is dependent on the 

need for strategic interdependence as well as the need for 
lisational autonomy. 

strongly disagree 
disagree 
agree 
strongly agree 
The newly formed organisation consists of two or more organisations 
with their own interpretation of different aspects of the business 

strongly disagree 
disagree 
agree 
strongly agree 
The environment in which organisations' operates in, is very complex. 

strongly disagree 
disagree 
agree 
strongly agree 
Mergers and acquisitions are important to secure growth and advances 
in competition. 

I strongly disagree 
I disagree 

I agree 
I strongly agree 

78 How long ago did you change any of your information technology 
systems? {e.g. Human Resources, Enterprise Resource Planning, or 
Financial systems) 

I less than a year ago 
I between 1 & 2 years ago 
I between 3 & 4 years ago 

more than 4 years ago 
If your organisation decided to undergo a merger and acquisition, 
strategy will they follow regarding information technology systems 
combined the systems 
used the same systems 
Replaced certain systems 
Replaced all the systems 

■ 

■ 

16 



When are your organisation planning to change their information 
systems again? (in the next...) 

this year 
2 to 3 years 
4 to 5 years 
more than 6 years 

17 



Appendix C: Results from survey 
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Help 

A conceptual framework and considerations for 

mergers and acquisitions in the Information Technology Arena. 

The following questionnaire is part of a mini-dissertation that is required as part of 
MBA studies at the North-West University. The topic registered with the university is 
as follows: A conceptual framework and considerations for mergers and acquisitions 
in the Information Technology Arena. 

1 . Please select your age group (in years) 
Less than20 
21 to 30 
31 to 40 
41 to 50 
51 to 6C 
Older than 60 

4. Highest qualification 
Matriculation 
Tertiary Certificate or Diploma 
University Degree 
Post Graduate Degree 

3.2% 
25.8% 

48.4% 

100.0% 

(1) 
(8) 

(15) 
(5) 
(2) 
(0) 

TOTAL 
100.0% 

2. Please select your gender 
Male 
Female 

2. Please select your gender 
Male 
Female IBBBBBBB) 32.3% (10) 

TOTAL 100.0% 31 

3. Please select your job title 
Technical or Clerical IBBBBBB1 29.0% (9) 
Supervisor W 3.2% (1) 
Assistant Manager (0) 
Manager IBBBBI 19.4% (6) 
Division Manager IBBB 12.9% (4) 
CFO (0) 
CEO » 6.5% (2) 
Other: Business Analyst ■ 3.2% 0) 
Other: Buyer D B 6.5% (2) 
Other: Director ■ 3.2% (1) 
Other: Executive IT,Credit, Risk ■ 3.2% (D 
Other: IT Consultant IB 3.2% CD 
Other: MD IB 3.2% (D 
Other: member IB 3.2% d) 
Other: Owner/Developer IB 3.2% (1) 

31 

(6) 
(8) 
(7) 

(10) 
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TOTAL 
100.0% 

5. How many years have you been working for your organization? 
o to 5 B B B B B B B B J 54.8% 

6 to 10 I B B M 2 2 . 6 % 
11 to 15 B B 9 . 7 % 
16 to 20 IB 3.2% 
21 to 25 M B 9.7% 
26 to 30 
31 to 35 
more than 36 

TOTAL 
100.0% 

6. What is your organization's strategy relating to merger and acquisitions? 
Not considering Merging I B B B B B B B B 48.4% 
Considering Merging I B B ) 12.9% 
In the process of Merging B 3.2% 
Merger completed W B B B B 9 35.5% 

31 

(17) 
(7) 
(3) 
(1) 
(3) 
(0) 
(0) 
(0) 

31 

(15) 
(4) 
(1) 

(11) 

TOTAL 

i 32.3% 

100.0% 
7. Describe the size of your organization in terms of: Turnover per annum (Rand in 
Millions) 

Less than 1 B 3.2% 
1 to 24 I B B 1 
50 to 74 B 3.2% 
75 to 99 I B 6.5% 
100 to 124 
125 to 149 
150 to 174 BB6.5°/C 

175 to 200 » 3 . 2 % 
More than 200 

31 

45.2% 

(1) 
(10) 

(1) 
(2) 
(0) 
(0) 
(2) 
(1) 

(14) 

TOTAL 31 100.0% 
8. Describe the size of your organization in terms of: Percentage of budget allocated 
towards Information Technology 

1 % B 3 . 2 % (1) 
2% (0) 
3% 113.2% (1) 
4% I B S 9.7% (3) 
5% 
6% 
7% 
8% 
9% 
10% 
11% 
12% 
13% 
14% 
15% 
16% 

29.0% 

6.5% 

125.8% 
3.2% 
3.2% 

9.7% 

(9) 
(0) 
(2) 
(0) 
(0) 
(8) 
(1) 
d) 
(0) 
(0) 
(3) 
(0) 
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17% 
18% 
19% 
20% or more 

TOTAL 

6.5% 

(0) 
(0) 
(0) 
(2) 

31 
100.0% 

9. Describe the size of your organization in terms of: Number of people working in 
Information Technology department 

Less than 10 H ^ M B 35.5% (11) 
10 to 19 M 6 . 5 % (2) 
20 to 29 » 6 . 5 % (2) 
30 to 39 » 3 . 2 % (1) 
40 to 49 (0) 
More than 50 t^HH^l^M 48.4% (15) 

T 0 T A L 100.0% 
10. I would like a copy of the results of this survey 

Yes 
No 

TOTAL 

11. enter your email address 
# Response 

100.0% 

Confidential Information 

48.4% 
51.6% 

31 

(15) 
(16) 

31 

12. Changes in our organization focus on strengths and do not destroy what works 
well. 

strongly disagree « 3 . 2 % (1) 
disagree ^m 9.7% (3) 

l i ^ ^ ^ ^ M ^ ^ ^ B 71.0% (22) agree 
strongly agree 16.1% (5) 
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TOTAL 31 
100.0% 

13. The importance of co-operation between different departments and sections is 
emphasized in our organization. 

strongly disagree m 3.2% (1) 
disagree I B 6.5% (2) 
agree H^^HHMB51.6% (16) 
strongly agree «B^MM38.7% (12) 

TOTAL 31 100.0% 
14. Our organization is characterized by a clear indication of the methods and 
procedures used to accomplish tasks and work. 

strongly disagree (0) 
disagree I ^ ^ M 22.6% (7) 

MHHI^^BI^B 67.7% (21) agree 
strongly agree 

TOTAL 

19.7% 

100.0% 
15. Strategy along with structures need to be in place to be ready for a paradigm 
change in the technological environment. 

strongly disagree 
disagree <■ 3.2% 
agree I^^H^HMB 51.6% 
strongly agree mM^H^M 45.2% 

(3) 

31 

TOTAL 
100.0% 

16. Rivalry and politics within merging organizations are very high. 
strongly disagree 
disagree « ■ 9.7% 
agree f^Hi^HI^BMB 64.5% 
strongly agree l ^ H H B 25.8% 

TOTAL 

(0) 
(1) 

(16) 
(14) 

31 

(0) 
(3) 

(20) 
(8) 

31 100.0% 
17. The Chief Executive Officer sets the tone for ethical behaviour in our company. 

strongly disagree B 3 . 2 % (1) 
disagree ■ 3.2% (1) 
agree i ^ ^ H M I M ^ 58.1% (18) 
strongly agree ( ^ ■ ^ ■ ■ ■ 3 5 . 5 % . (11) 

T 0 T A L 100.0% 3 1 

18. The Chief Financial Officer sets the tone for ethical behaviour in our company. 
strongly disagree (0) 
disagree ■ ■ ■ 1 2 . 9 % (4) 

t^^M^mmm^am 67.7% (21) 
« B » 1 9 . 4 % (6) 
(■^■Ml^BMHM^HHMm 

agree 
strongly agree 

TOTAL 
100.0% 

19. Advances in technology give organizations the opportunity and capability to 
expand their operations. 

strongly disagree 
disagree 
agree M B H ^ B B f l B 48.4% 

31 

(0) 
(0) 

(15) 
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strongly agree 

TOTAL 

51.6% (16) 

31 
100.0% 

20. Our Information Technology department enforces specific information handling 
behaviour. 

strongly disagree ■ 3.2% (1) 
disagree « 6.5% (2) 

■ ■ ■ ^ ■ M B H ^ B 71.0% (22) agree 
strongly agree 

TOTAL 

19.4% (6) 

31 
100.0% 

21. Our Information Technology department give guidelines for specific information 
handling behaviour. 

strongly disagree ■ 3.2% (1) 
disagree 1 ^ 9 . 7 % (3) 
agree ^ ■ ■ ■ ^ ■ ■ ^ ■ M M 77.4% (24) 
strongly agree I^B9.7% (3) 

TOTAL 31 100.0% 
22. Managers need to create a working environment in which ethical dilemmas can be 
discussed openly, objectively, and constructively. 

strongly disagree (0) 
disagree (0) 

^■M 61.3% (19) 
38.7% {12) 

agree 
strongly agree 

TOTAL 31 100.0% 
23. Ethics characterise the actions taken by our organisation in their daily activities. 

strongly disagree (0) 
disagree ( ^ 9.7% (3) 
agree HMHMi^HB 61.3% (19) 

29.0% (9) strongly agree 

TOTAL 31 100.0% 
24. Information Technology staff and business users should be encouraged to 
innovate with newer technologies. 

strongly disagree (0) 
disagree (0) 
agree W H ^ H H M 45.2% (14) 

strongly agree I H H ^ H B M M 54.8% (17) 

TOTAL 
100.0% 

25. Information Technology staff and business users must maintain control and 
efficiency of existing systems. 

strongly disagree 
disagree m 3.2% 
agree t ^ B H H H B M 48.4% 
strongly agree l ^ ^ H B H H S 48.4% 

TOTAL 
100.0% 

31 

(0) 
(1) 

(15) 
(15) 

31 
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26. Organisational design is linked to our structure and strategy of the organisation. 
strongly disagree 
disagree 
agree 
strongly agree 

TOTAL 

: 9.7% 
■ 64.5% 

25.8% 

(0) 
(3) 

(20) 
(8) 

31 100.0% 
27. Outsourcing is done in an attempt to gain a competitive advantage over 
competitors. 

strongly disagree IB 3.2% 
disagree BBBBBBBBBB)45.2% 
agree IBBBBBBBBB41.9% 
strongly agree IBBI 9.7% 

TOTAL T IT™™""^™™"^^™* 
100.0% 

28. Strategy is the road map to a specific goal: this is something that is dynamic and 
keeps evolving. 

strongly disagree ■ 3 . 2 % {1) 
disagree ■ 3.2% (1) 
agree IBBBBBBBBBBBB1 61.3% (19) 
strongly agree IBBBBBBB 32.3% (10) 
TOTAL 

(D 
(14) 
(13) 

(3) 

31 

100.0% 
29. Strategy follows structure, but structure constraints strategy. 

strongly disagree IB 3.2% 
disagree BBBBBBB 29.0% 

B 54.8% agree 
strongly agree 

TOTAL 

12.9% 

31 

(1) 
(9) 

(17) 
(4) 

31 
100.0% 

30. Investment in redundant equipment needs to be made to ensure that our 
organisation can adapt to changes in the external environment more efficiently. 

strongly disagree IB 6.5% (2) 
disagree BBBBBB) 25.8% (8) 
agree BBBBBBBB 35.5% (11) 
strongly agree IBBBBBBB 32.3% (10) 

TOTAL 31 
100.0% 

31. Outsourcing limits the organisation's ability to adapt to environmental changes. 
strongly disagree 
disagree 
agree 
strongly agree 

TOTAL 

12.9% 
35.5% 

45.2% 
6.5% 

100.0% 
32. Outsourcing is difficult to maintain and manage. 

strongly disagree 
disagree BBBBBBBBB141.9% 
agree IBBBBBBBBB145.2% 
strongly agree OBB112.9% 
TOTAL 

100.0% 

(4) 
(11) 
(14) 

(2) 

31 

(0) 
(13) 
(14) 

(4) 

31 
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33. If an organisation is outsourcing many of its operations to a specific alliance 
partner, the chance exists that the alliance partner gets into a position where they 
prescribe the organisation's strategic moves and goals. 

strongly disagree (0) 
disagree I ^ ^ ^ H 29.0% (9) 
agree ^ ^ ^ ^ ^ ^ m 48.4% (15) 
strongly agree l ^ ^ ™ 2 2 . 6 % (7) 

TOTAL 31 100.0% 
34. Employees are involved in change decisions, to make the transition smoothly. 

strongly disagree (0) 
disagree t^^^m 25.8% (8) 
agree f^^^^^^^^^m 71.0% (22) 

■ 3.2% (1) strongly agree 

TOTAL 100.0% 
35. Our organisation is characterised by managers who create opportunities for 
employees to participate in decision-making. 

strongly disagree m 3.2% 
disagree ( ^ ^ H ) 19.4% 
agree i ^ ^ ^ ^ ^ ^ H ^ B 61.3% 
strongly agree l ^ ^ B 16.1 % T0TAL 3%^^~^~ 

36. Our organisation has a specific vision which all employees support, 
strongly disagree 
disagree u a a n 25.8% 
agree 1 ^ ^ ^ ^ ^ ^ ^ ^ ^ 64,5% 
strongly agree l^B 9.7% 

TOTAL 
100.0% 

37. Changing one component in the IT process, such as power, will have an 
exponential impact on reach and intelligence. 

I ^ ^ ^ ^ ^ ^ ^ H H I 64.5% 

31 

(1) 
(6) 
19) 

(5) 

31 

(0) 
(8) 

(20) 
(3) 

31 

yes 
not sure 
no 

TOTAL 

I 19.4% 
16.1% 

(20) 
(6) 
(5) 

31 
100.0% 

38. The management of an organisation's Information Technology assets has become 
a business imperative. 

strongly disagree 
disagree M 6.5% 
agree l ^ ^ ^ ^ ^ M 48.4% 
strongly agree W H ^ ^ ^ ^ H 45.2% 

TOTAL 

(0) 
(2) 

(15) 
(14) 

■ 
100.0% 

39. Is your organisation aware of the cost involved to be King II compliant? 
yes 1 1 ^ ^ ^ ^ ^ ^ 48.4% 
not sure < ^ ^ " " 25.8% 
no ^^^m 25.8% 

TOTAL 100.0% 

31 

(15) 
(8) 
(8) 

31 
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40. Is your organisation budgeting to be King III compliant when it is released in 
2008? 

yes I B S B 1 9 . 4 % (6) 
not sure < ■ ■ ■ ■ ■ ■ ■ 45.2% (14) 
no ■ ■ ■ ■ ■ ■ 3 5 - 5 % (11) 

TOTAL 31 100.0% 
41. In the merger and acquisition process, the parties involved need to start working 
together to reach a common goal. 

strongly disagree 
disagree B 3.2% 
agree « ■ ■ ■ ■ ■ ■ ■ ■ ■ 64.5% 
strongly agree ■ ■ ■ ■ ■ ) 32.3% 

TOTAL 

(0) 
(1) 

(20) 
(10) 

31 
100.0% 

42. Information Technology organisations operate as businesses within businesses 
supporting all other functional units in diverse ways. 

strongly disagree (0) 
disagree ! ■ ■ 16.1% (5) 

■ ■ ■ ■ ■ ■ ■ ■ ■ 1 6 1 . 3 % (19) agree 
strongly agree 

TOTAL 

i 22.6% 

100.0% 
43. Information Technology priorities need to be aligned with the organisations' 
priorities. 

strongly disagree 
disagree 
agree ■ ■ ■ ■ ■ ■ ■ 45.2% 
strongly agree ■ ■ ■ ■ ■ ■ ■ ■ 1 54.8% 

TOTAL 
100.0% 

44. Better information practices wil l increase business performance. 
strongly disagree 
disagree 
ag ree tm^^^^^^^m 58.1% 
strongly agree l ^ ^ B H ^ ^ m 41.9% 

TOTAL 

(7) 

31 

(0) 
(0) 

(14) 
(17) 

31 

100.0% 

(0) 
(0) 

(18) 
(13) 

31 

45. Information behaviours, where knowledge and information is shared, will increase 
business performance. 

strongly disagree (0) 
disagree » ■ 9.7% (3) 

C ^ ^ ^ ^ ^ M H B H 61.3% (19) agree 
slrongly agree 

TOTAL 

29.0% 

100.0% 
46. Information Technology affects the strategy of our organisation. 

strongly disagree 
disagree UB19.7% 

■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ 71 agree 
strongly agree 19.4% 

(9) 

31 

(0) 
(3) 

(22) 

(6) 
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TOTAL 31 100.0% 
47. In our organisation, decisions are made at those levels where the most applicable 
and accurate information are available. 

strongly disagree (0) 
disagree H 1 B 1 9 . 4 % (6) 
agree «HHH111111HB 67.7%. (21) 

H M 1 2 . 9 % (4) strongly agree 

TOTAL 31 
100.0% 

48. My work group receives adequate information about what happens in other 
departments/sections. 

strongly disagree » 6 . 5 % (2) 
disagree « M M 29.0% (9) 
agree M M M U l l l l B 61.3% (19) 

013.2% (1) strongly agree 

TOTAL 31 100.0% 
49. The management of business information knowledge is useful, in response to 
competitive changes and challenges. 

strongly disagree (0) 
disagree (0) 
agree H H H H H H I B 67.7% (21) 

■ 32.3% (10) strongly agree 

TOTAL 31 100.0% 
50. Diverse knowledge resources need to be managed, to be integrated with strategic 
and operational objectives. 

strongly disagree (0) 
disagree (0) 

HHHHHllllM 64.5% (20) agree 
strongly agree 

TOTAL 

35.5% (11) 

31 
100.0% 

51. Intellectual capital should encompasses intangible items that are used to measure 
companies' success and wealth. 

strongly disagree (0) 
disagree ■ 3.2% (1) 
agree I1H11111HB 74.2% (23) 
strongly agree H H B 22.6% (7) 

TOTAL 100.0% 
52. Intellectual capital has become the inventory of the new economy. 

strongly disagree 
disagree 
agree ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ 74.2% 
strongly agree i ^ ^ ^ ™ 25.8% 

TOTAL 

31 

(0) 
(0) 

(23) 

(8) 

31 100.0% 
53. The primary purpose of the information audit is to identify what information exists, 
where it resides, who are using it, and what the cost of the information is. 

strongly disagree (0) 
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disagree 
agree 
strongly agree 

TOTAL 

6.5% 
74.2% 

19.4% 

(2) 
(23) 

(6) 

31 
100.0% 

54. Good security management is about encouraging and enforcing positive 
behaviour. 

strongly disagree (0) 
disagree ^ ^ 1 6 . 1 % (5) 
agree i ^ ^ ^ ^ M ^ m 61.3% (19) 
strongly agree 1 M B B 22.6% (7) 
T0TAL 1Z%^^^^^™ 31 

55. A security management plan, together with the governance of this plan, as well as 
proper structures are imperative. 

strongly disagree (0) 
disagree ■ 3 . 2 % (1) 
agree l ^ ^ ^ ^ M H M ^ B 7 1 . 0 % (22) 
strongly agree U M ^ B 25.8% (8) 

TOTAL 100.0% 
56. Defending any intellectual property in our company is imperative. 

strongly disagree 
disagree 
agree 1 ^ ^ ^ ^ ^ ^ ^ ^ 61.3% 
strongly agree I ^ ^ K ^ ^ B 38.7% 

TOTAL 

31 

(0) 

(0) 
(19) 

(12) 

31 100.0% 
57. Knowledge transfers differ from any other tangible resource; it grows with use. 

strongly disagree (0) 
disagree ■ 3.2% (1) 
agree i^^m^mmm^a^^m 77.4% (24) 

1 ^ ^ 19.4% (6) strongly agree 

TOTAL 31 100.0% 
58. The development of measures to track whether knowledge sharing is contributing 
towards the success of our organisation is in place. 

strongly disagree 
disagree t^amm^m 35.5% 

m ^ ^ ^ ^ ^ M 58.1% agree 
strongly agree 

TOTAL 

6.5% 

(0) 
(11) 
(18) 

(2) 

100.0% 
59. Knowledge is one of the most valuable assets in our organisation. 

strongly disagree 
disagree m 3.2% 
agree I ^ ^ H ^ B ^ B 41.9% 

strongly agree i^^^^mmaimm 54.8% 

TOTAL 
100.0% 

31 

(0) 
(1) 

(13) 

(17) 

31 
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60. Information can be seen as the basis for understanding the business. 
strongly disagree (0) 
disagree ■ 3.2% (1) 
agree _HHHHHHHHH___i 58.1% (18) 
strongly agree ■■■■■■_■_ 38.7% (12) 

TOTAL 
100.0% 31 

61. Managers need to assess the value of investing in IT technologies and software 
advances. 

strongly disagree (0) 
disagree » 6 . 5 % (2) 
agree (_■■■■■■■■■■■■■■ 57.7% (21) 
strongly agree (_■_■■_ 25.8% (8) 

TOTAL 
100.0% 

62. Value occurs when Information Technology implementations catalyse or 
contribute to improvements in the organisational performance. 

strongly disagree 
disagree m 3.2% 
agree (■■■■■■■■■■■■158.1% 
strongly agree IHBBBBBBBi 38.7% 

TOTAL ^^H!!^^^^^^^^^^m 

100.0% 
63. Information Technology investment decisions are real and diverse. 

strongly disagree 
disagree ■ 3.2% 

■■■■■■■■■■■■_■__ 74.2% agree 
strongly agree 

TOTAL 

i 22.6% 
_ _ _ _ _ 

31 

(0) 
(1) 

(18) 
(12) 

31 

(0) 
(1) 

(23) 
(7) 

31 
100.0% 

64. The best measurement tool to measure Intellectual capital is a tool that scales 
over time. 

strongly disagree (0) 
disagree W 6.5% (2) 
agree _■■■■■■■■■■■■■__ 74.2% (23) 

l _ _ B _ 19.4% (6) strongly agree 

TOTAL 31 
100.0% 

65. Information Technology investments should be treated in the same manner as any 
other investment in our organisation. 

strongly disagree OH 6.5% (2) 
disagree (_■■■___- 35.5% (11) 
agree IHHHH___B 38.7% (12) 
strongly agree _■__■ 19.4% (6) 

TOTAL 31 100.0% 
66. Benefits of Information Technology investments needs to be explained in financial 
terms. 

strongly disagree ■ 3 . 2 % (1) 
disagree _ ■ _ _ 16.1% (5) 
agree ! _ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ _ 58.1% (18) 
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strongly agree 

TOTAL 

22.6% 

100.0% 
67. Information audits should be customised to fit the organisation. 

slrongly disagree 
disagree I B 6.5% 
agree t^^^^^^^mm^m 74.2% 
strongly agree M ^ B 19.4% 

TOTAL 

(7) 

31 

(0) 
(2) 

(23) 
(6) 

31 
100.0% 

68. Information audits generally have the purpose to maximize the leverage of 
investments in information systems and technologies, ensuring the strategic 
alignment with the overall goals and mission of the organisation. 

strongly disagree (0) 
disagree B 1 1 2 . 9 % (4) 
agree I ^ ^ ^ B B B 74.2% (23) 
strongly agree I H B 1 2 . 9 % (4) 

T0TAL 3%^^™^^™ 31 

69. Information ties all business functions together and provides the basis for all 
managerial decisions; it is the cornerstone of all organisations. 

strongly disagree (0) 
disagree (0) 
agree ( ^ ^ ■ ^ ■ M M M B 67.7% (21) 
strongly agree B B B ^ B 32.3% (10) 

T0TAL 1Z%^^™^^™ 31 

70. Financial Metrics ensures that the organisation is aware of trends, enabling our 
organisation to anticipate certain strategic moves by competitors. 

strongly disagree (0) 
disagree ■ ■ ■ 1 2 . 9 % (4) 

(^^^^^^^^^B 74.2% (23) agree 
strongly agree 

TOTAL 

12.9% (4) 

31 
100.0% 

71. Investment in Information Technology is favourable if the Return on Investment is: 
(7) 

(12) 
(7) 
(5) 

100.0% 
72. The payback period of investments in information technology is favourable if it is: 

less than 8 % 
8.01% to 11.99% 
12% to 15.99% 
more than 16 % 

TOTAL 

less than a year 
1 to 2 years 
3 to 4 years 
5 years or more 

TOTAL 
100.0% 

73. Total cost of ownership must be less than double the original investment. 
strongly disagree Oi 3.2% 
disagree « ■ ■ ■ ■ ■ ■ 38.7% 

(6) 
(11) 
(12) 

(2) 

31 

(D 
(12) 
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agree 
strongly agree 

TOTAL 

i51.6% 
6.5% 

100.0% 

(16) 
(2) 

31 

74. The merger and acquisition integration approach is dependent on the need for 
strategic interdependence as well as the need for organisational autonomy. 

strongly disagree (0) 
disagree » H B 1 6 . 1 % (5) 

M M M M M M M B H I 67.7% (21) agree 
strongly agree 

TOTAL 

16.1% (5) 

31 
100.0% 

75. The newiy formed organisation consists of two or more organisations with their 
own interpretation of different aspects of the business. 

strongly disagree U 3.2% (1) 
disagree « B B B 2 5 . 8 % (3) 
agree I B B B B B M B 61.3% (19) 
strongly agree IBB 9.7% (3) 

TOTAL 
100.0% 

76. The environment in which organisations' operates in, is very complex 
strongly disagree 
disagree M»9.7% 
agree IMSBHBVBB1 64.5% 
strongly agree I M M M I 25.8% 

TOTAL 
100.0% 

77. Mergers and acquisitions are important to secure growth and advances in 
competit ion. 

strongly disagree « 3.2% 
disagree I H H 16.1% 
agree ( ■ H B H H M M H B 64.5% 
strongly agree I B M ) 16.1% 

TOTAL 

31 

(0) 
(3) 

(20) 
(8) 

31 

(1) 
(5) 

(20) 
(5) 

31 
100.0% 

78. How long ago did you change any of your information technology systems? (e.g. 
Human Resources, Enterprise Resource Planning, or Financial systems) 

less than a year ago H B B H B M M 51.6% (16) 
between 1 & 2 years ago i ^ ^ H B 35.5% (11) 
between 3 & 4 years ago « 6.5% (2) 
more than 4 years ago I B 6.5% (2) 

TOTAL 31 
100.0% 

79. If your organisation decided to undergo a merger and acquisition, what strategy 
will they follow regarding information technology systems: 

combined the systems U M M ^ B 35.5% (11) 
used the same systems ■ 3.2% (1) 
Replaced certain systems M H H H M B B B 58.1% (18) 
Replaced all the systems ■ 3.2% (1) 

TOTAL T ™ ! ! ™ ^ ™ ™ 1 31 
100.0% 

13 of 14 2007/1 i/22 10:47 PM 

http://www.lohesi.co.za/esp/adnnci/raanagc;.php?where=resulis&sid=8


phpESP, v(1.8.2) hitp://www.!ohesi.co.za/esp/adniii]/mat]agephp?where=resulis&sid=8 

80. When are your organisation 
(in the next...) 

this year 
2 to 3 years 
4 to 5 years 
more than 6 years 

TOTAL 

planning to change their information 

t^^am 25.8% 

systems again? 

(8) 
(12) 

(2) 
(9) 

80. When are your organisation 
(in the next...) 

this year 
2 to 3 years 
4 to 5 years 
more than 6 years 

TOTAL 

^m j y . f/o 

systems again? 

(8) 
(12) 

(2) 
(9) 

80. When are your organisation 
(in the next...) 

this year 
2 to 3 years 
4 to 5 years 
more than 6 years 

TOTAL 

" ^ * 
■ 29.0% 

systems again? 

(8) 
(12) 

(2) 
(9) 

80. When are your organisation 
(in the next...) 

this year 
2 to 3 years 
4 to 5 years 
more than 6 years 

TOTAL 100.0% 
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