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Unlocking M&A Synergies: How IBP
Accelerates Integration and Drives Value
- MG's Agile Approach (1-5-4-3)

By Mohannad Gomaa, Managing Partner, MG Operations & Strategy Partners

When it comes to mergers and acquisitions (M&A) and the subsequent post-merger
integration (PMI) process, private equity companies are increasingly recognizing the
significance of planning, specifically Integrated Business Planning (IBP) which is more of
an company planning practice than just a supply chain planning practice. This
comprehensive approach to supply chain management can unlock substantial financial
and operational benefits during M&A PMI. In this article, we will explore the importance
and advantages of implementing supply chain planning IBP in M&A PMI and why
private equity firms should prioritize its integration to capitalize on these benefits.
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Functional Synergies in M&A

Synergies refer to the increased value and
performance a combined entity can
achieve compared to the companies
operating separately. The IBP model
leverages synergies in the context of
mergers and acquisitions (M&A):

Enhancing Operational Synergies:
During the M&A PMI process, aligning and
integrating disparate supply chain
systems, processes, and technologies is
critical to realizing operational synergies.
Supply chain planning IBP provides a
holistic framework that enables a
consolidated view of the combined supply
chain, including demand planning,
inventory management, procurement,
production, and distribution. By aligning
these elements, private equity companies
can streamline operations, eliminate
redundancies, and improve overall
efficiency.

Optimizing Working Capital: Supply
chain planning IBP helps private equity
firms optimize their working capital by
ensuring inventory levels are accurately
forecasted and matched to customer
demand. Through demand-driven
planning and synchronization across the
supply chain, excess inventory and
associated carrying costs can be
minimized, leading to improved cash flow
and reduced working capital
requirements. Furthermore, efficient
supply chain planning enables better
visibility into the availability and flow of
goods, reducing the risk of stockouts and
backorders.

Accelerating Time-to-Market: In
today's competitive landscape, speed is
crucial for success. Supply chain planning
IBP can significantly expedite the time-to-
market for newly merged entities. By
integrating demand forecasting,
production planning, and logistics, private
equity companies can streamline their
supply chain processes, identify
bottlenecks, and ensure timely delivery of
products or services. This accelerated
time-to-market not only enhances
customer satisfaction but also allows
private equity firms to capture market
opportunities and gain a competitive
advantage.

Mitigating Risks and Managing
Disruptions: M&A transactions inherently
involve complexities and uncertainties that
can disrupt supply chain operations.
Supply chain planning IBP equips private
equity companies with tools and processes
to proactively identify, assess, and mitigate
potential risks. By leveraging advanced
analytics, scenario planning, and risk
modeling, firms can anticipate supply
chain disruptions, such as supplier
dependencies, capacity constraints, or
regulatory changes, and develop robust
contingency plans. This proactive
approach minimizes the impact of
disruptions and safeguards the continuity
of operations.

Demand Shaping: The combined entity
enjoys greater insight into broader market
conditions and customer needs. This
allows it to shape demand better through
more targeted marketing and product
development initiatives.
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Driving Cost Efficiencies: Supply chain
planning IBP enables private equity
companies to identify cost-saving
opportunities throughout the supply chain.
By optimizing demand and supply
matching, rationalizing supplier networks,
and implementing lean inventory
practices, firms can reduce procurement
costs, improve production efficiency, and
minimize transportation expenses. These
cost efficiencies directly contribute to
increased profitability and enhance the
financial performance of the merged
entity.

The IBP Model

Our Integrated Business Planning (IBP)
strategic framework are based on Oliver
Wight's model principles that designed
the concept around orchestrating strategic
planning and decision making across
company's key business functions to
achieve its business goals. Here's how the
model operate in case you are new to the
model:
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Demand Planning: The long, mid, short
term planning process starts by
aggregating forecasting customer demand

Copyright 2024: MG Operations & Strategy Partners, LLC

for products and services using historical
data, market trends, and sales insights.

Supply Planning: Evaluating resources
(production capacity, materials, labor) in
the context of the demand forecast.

Balancing & Reconciliation: Bringing
sales, operations, finance, and other
functional teams together to align on
plans. This involves generating multiple
'what-if' scenarios and simulations.

Executive S&OP Review: Senior
leadership regularly analyzes the finalized
plans, metrics, and potential risks, guiding
the company's strategic trajectory.

The Orchestra of Business: A Narrative
of the IBP Operating Model

Imagine a company as an orchestra, where
various departments like sales, operations,
and finance are like individual instruments.
Each instrument plays a crucial role, but
without a conductor - the IBP operating
model - to unify their efforts, the resulting
symphony would be
chaotic and
disjointed.

The IBP operating
model acts as the
conductor, ensuring
all departments are
aligned and playing
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the same song. It
establishes a clear
hierarchy of roles and
responsibilities,
outlining who sets the strategic direction,
who gathers information, and who makes
crucial decisions. This avoids confusion
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and fosters a sense of ownership within
each function.

The IBP model then guides the orchestra
through a well-defined planning process.
Just like musicians rehearse their parts
before a performance, the IBP process
involves demand planning, where sales
and marketing forecast customer needs.
Operations then determine the supply,
ensuring they have the resources
(materials, labor, production capacity) to
meet the demand.

However, there are bound to be
discrepancies, just like instruments going
slightly out of tune. Balancing and
reconciliation sessions bring all
departments together to identify these
discrepancies, discuss potential solutions,
and sometimes even develop alternative
scenarios. This collaborative approach
fosters transparency and helps the
company adapt to changing
circumstances.

Once everyone agrees, the
finalized plan goes to the
executive review. This is where

metrics. Similarly, the IBP model leverages
robust data infrastructure to ensure
accuracy and accessibility of information
across all departments. Performance
management tools act as the sheet music,
outlining key metrics and KPlIs that
everyone tracks to measure progress and
identify areas for improvement. Finally, the
IBP model incorporates a culture of
continuous improvement. Just like
musicians constantly refine their skills
through practice and feedback, the IBP
model thrives on regular assessments.
Feedback from stakeholders helps identify
areas where the "orchestra" may be out of
sync, and the model is then adjusted to
optimize performance.

By bringing order to the symphony of
business, the IBP operating model
facilitates collaboration, ensures
alignment, and empowers organizations to
achieve their strategic goals.

Governance, Policy - People & Organization

Policy & Procedures | | I I
Organization Structure I I
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the conductor, represented by
senior leadership, evaluates the
entire performance, and ensures
it aligns with the company's
overall strategy. Their approval
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sets the stage for the orchestrato |

perform - the plan is put into
action.

But the IBP model is not a static conductor;
it is constantly evolving to ensure optimal
performance. Data and technology play a
vital role in this continuous improvement.
Imagine an orchestra equipped with
advanced sound systems and performance
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Case Study

Streamlining M&A Integration
with Rapid IBP Implementation
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Situation

A private equity firm acquired a $1B
specialty chemicals company aiming for
immediate operational efficiency across
their 10+ manufacturing operation
facilities and 3 different lines of businesses
during post acquisition phase. They
engaged MG Operations & Strategy
Partner, a management consulting firm, to
implement a fast-track Integrated Business
Planning (IBP) process aiming to realize
value and acquisition synergies from top-
line growth opportunities as well as
bottom line savings.

Integrated business planning was
identified as a key practice that can map
business value drivers (revenue, costs,
customer satisfaction) to supply chain
value levers (from improving forecasting
accuracy, to working capital optimization,
to improving customer service fulfillment)
MG's Agile Approach (1-5-4-3)

MG's Agile (1-5-
4-3) Approach to
Integrated
Business
Planning (IBP)
involves several key steps to ensure
alignment, efficiency, and successful
implementation across the
organization:

4 ‘ One-week,

cross-functional
IBP training: MG
begins by

L ‘ conducting a

comprehensive
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one-week training program involving
key stakeholders from sales,
operations, and finance departments.
This training aims to align everyone
involved with the principles and
objectives of IBP, ensuring a common
understanding of the process and its
importance in organizational success.
By bringing together cross-functional
teams early on, MG sets the stage for
collaboration and shared ownership
throughout the IBP implementation
process.

‘ Five-step IBP
governance: MG
establishes a
clear governance

‘ structure for IBP,

consisting of five steps. These steps

likely include defining the objectives
and scope of IBP, identifying key
stakeholders and their
roles/responsibilities, setting up
appropriate KPIs to measure
performance and progress,
implementing a communication
strategy to keep all stakeholders
informed, and regularly reviewing and
adjusting the IBP process as needed.

This governance framework provides

clarity and accountability, ensuring that

everyone knows what is expected of
them and how success will be
measured.
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Four-Weeks
pilot: Before
rolling out the
IBP process
across the
entire company,
= “ MG conducts a
one-month pilot program within a
specific line of business and
manufacturing facilities. This pilot
allows MG to test and refine the IBP
process in a controlled environment,
identifying any potential challenges or
areas for improvement before full-scale
implementation. By starting with a
smaller-scale pilot, MG minimizes risks
and maximizes the chances of success
when scaling up the IBP process later.

Three Line of
Business Plant

ke o
Implementation Rapid rollouts:

Once the pilot phase is successfully
completed and any necessary
adjustments are made, MG rapidly rolls
out the IBP process across the entire
company. This involves leveraging the
lessons learned from the pilot phase to
streamline implementation and ensure
consistency across different
departments and business units. MG
likely utilizes effective change
management strategies and
communication channels to facilitate a
smooth transition to the new IBP
process company wide.
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IBP's Impact:

Overall, MG's Agile Approach to IBP
emphasizes collaboration, clear
governance, iterative testing, and rapid
deployment to drive organizational
alignment and improve business
performance. By following these steps,
MG aims to achieve sustainable
improvements in planning, execution,
and decision-making processes
throughout the company.

e $12M+ inventory savings:
Identified and reduced excess
inventory, freeing up cash flow.

e Improved customer service and
cycle time: Optimized logistics,
distribution, and production planning.

» Reduced costs: Eliminated $150k in
expediting fees and increased
production line utilization by 20%.

« Aligned planning: Connected sales,
production, and financial projections,
improving forecast accuracy.

Fast implementation of the IBP
model played a crucial role in
achieving these results, allowing the
newly acquired company to rapidly
streamline operations, enhance
customer service, and reduce costs.
This contributed significantly to the
overall success of the M&A
transaction.

The case study exemplifies the power of
IBP in accelerating post-acquisition
integration. However, successfully
implementing IBP during M&A requires
careful planning and execution. Here are
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some key lessons learned and leading
practices to consider:

Key Lessons Learned from M&A
engagements to unlock
synergies and ensure fast
implementation:

Early stakeholder engagement:
Involve key personnel from all involved
functions (sales, operations, finance) early
in the IBP design and training process. This
fosters buy-in, alignment, and smooth
adoption.

Agile and iterative approach: Don't
overcomplicate the initial IBP model. Start
with a basic framework, pilot it in a specific
area, and iterate based on learnings
before full-scale implementation.

Clear roles and responsibilities:
Define roles and responsibilities for each
stakeholder involved in the IBP process.
This ensures accountability and
streamlines communication.

Data readiness: Invest in ensuring data
accuracy and consistency across different
systems pre-implementation. Data
discrepancies can hinder the effectiveness
of the IBP model.

Leading Practices to consider
when implementing IBP in a
fast-paced environment:

Standardization and simplification:
Aim for a standardized IBP process across
the combined entity but allow for some
flexibility to accommodate specific needs
of different business units.

Communication and collaboration:
Foster cross-functional communication and
collaboration throughout the integration
process. Regular meetings, knowledge
sharing sessions, and joint problem-
solving are crucial.

Change management: Develop a
comprehensive change management
strategy to address potential resistance or
challenges during the IBP adoption
process.

Continuous improvement:
Continuously monitor and evaluate the
effectiveness of the IBP process. Identify
areas for improvement and iterate based
on new data, insights, and changing
business needs.

Conclusion: In today's dynamic business
environment, the integration of supply
chain planning IBP in M&A PMl is a
strategic imperative for private equity
firms. The benefits of a well-implemented
IBP approach encompass enhanced
operational synergies, optimized working
capital, accelerated time-to-market,
effective risk management, and substantial
cost efficiencies. By prioritizing the
implementation of supply chain planning
IBP, private equity companies can unlock
significant financial and operational values,
ensuring a successful and profitable
merger integration.

Author: Mohannad Gomaa, Managing
Partner & Founder, MG Operations &
Strategy Partners, LLC
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