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Definitions of a merger

There is no one commonly held definition of a merger in the community and voluntary sector, but a merger will usually contain the following elements;

1. A common Board of Management  emerging from a range of legal and organisational options (see organisation options below).

2. A single General Manager or Chief Executive of the new organisation.

3. The adoption of a single strategic plan and the integration of financial, human and other resources available to the new organisation.

Factors leading towards merger

There are a number of reasons why one or more community organisations may consider merging;

Policy changes: Changing funding and government policy environment may force similar organisations to consider merging in order to survive, thereby sharing costs and overheads.

Strategic merger: Similar organisations may merge to deliver a more effective service for their users or communities and to facilitate better use of resources.

Historical collaboration: Organisations that have had a close collaborative relationship over a number of years may see the next logical step as a merger. Both Boards and staff will have had experience of a practical working relationship.

Users changing needs. Organisations may have grown and developed when the needs of their users were different and these users would now benefit from a coming together and merger of organisations to provide a more streamlined service.

Stages in a merger

Merger is an important an often difficult step for any organisation. It is useful here to consider three main stages in the merger process;
1. Framework discussion – A discussion between representatives of the Boards of Management (and critically here the directors of any legal bodies) around the broad aims, outcomes and timeframe for the merger to take place.
2. Planning and negotiation-More detailed discussion through a working group of the two or more organisations. External facilitation of the working group would. The working group would normally include the Managers /Co-ordinators of the organisations and progress more detailed issues around human resource, financial and other implications. Company solicitors and auditors and relevant trade union representatives would also be included at this stage. Negotiation with current funders about the planned merger should also take place.
3. Implementation- The working group should draw up a timeframe around which the merger should take place and this should be implemented in steps over a period of up to one year. Implementation may include the incorporation or amendments to existing legal structures, opening of new bank accounts, meeting of the new Board and recruitment, redeployment or appointment of staff. 
	Undertaking a merger

	
	Issues
	Who is involved

	1. Frame work discussion
	How closely aligned are the aims and objectives of the organisations?

What do both organisations hope to gain from the merger?

What timeframe is envisaged for the merger?

Are there costs (legal, leases, moving) involved in the merger?

What risks are there involved in a possible merger?
	Directors of the legal bodies of the community organisations

	2. Planning and Negotiation
	Set up a working group drawn from the community organisations involved

How will the new Board be structured?

What are the staffing implications for the new merged organisation and how will any changes happen?

What outstanding liabilities, leases, contracts are there with both organiations?

What will be the legal framework for the merger?


	Representatives of the company directors of each community organisation

The Manager/Co-ordinator of each community organisation

External facilitator

Company Solicitors

Company Auditors

Funders

Trade unions



	3. Implementation
	Stages in merger process including;

Incorporation or amendment of legal bodies

Securing existing funding contracts

Redeployment or redundancy options for existing staff

Moving of premises

Change of  organisation name

Promotion of new organisation
	Manager/Co-ordinator of each existing community organisation

Company solicitor

Company auditor

Funders

The working group drawn from directors of each organisation


Organisational options for a merger

The merger of two or more community organisations may take a number of organisational forms including;
1. The dissolution of one of the legal bodies .Members of the Voluntary Board of Management and staff may be incorporated into the remaining organisation.

2. Incorporation of Voluntary Board of Management and staff of one of the legal bodies and the retention of the ‘legal shell’ of the other, effectively acting as a subsidiary of the ‘active’ legal body.

3. Dissolution of both legal bodies and the formation of the new legal structure incorporating members of both Voluntary Boards of Management.

4. Formation of  a new legal structure and the retention of both former legal structures. Here, the new legal structure may effectively act as a ‘holding company’ for the new organisation, managing the existing contracts and assets of both original companies. 

The actual organisational vehicle for the merger will vary according to the implementation plan drawn up by the working group and indeed may incorporate one or more of the organisational options above over time. 
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