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ABSTRACT. This article addresses mergers in a nonprofit setting through
a case study and a discussion of the literature. It addresses some com-
monly overlooked, though highly essential components of successful
mergers: people.

Nonprofit human service agencies are fundamentally changing the way
they do business. The environment on which they depend is evolving rap-
idly, forcing many organizational and cultural changes. Mergers of non-
profit organizations operate similarly to those in proprietary settings,
particularly around employee issues. Oftentimes the beginning phase of
mergers creates workplace ambiguities for workers. In a merger, the cul-
ture of each organization must advance a deeper understanding and re-
spect for the other’s differences before the staff of each organization can
build trust and communicate effectively as one team and create its
own new culture. [Article copies available for a fee from The Haworth
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INTRODUCTION

This article addresses mergers in a nonprofit setting through a case
study and a discussion of the literature. It addresses some commonly
overlooked, though highly essential components of successful mergers:
people. Based on the authors’ hands-on experience and subsequent re-
flections on events related to a merger between two nonprofit human
service organizations, the authors found that lack of attention to staff
participation in the merger, closed communication channels, and insen-
sitivity to the potential impact of the merger on line staff can adversely
affect the immediate and longer term transition. Employee perception
that ‘one side’ has ‘taken-over’ the other may lead to one group of em-
ployees seen as dominant or favored over the other group. Employees
who experience these feelings are in need of support through the merger
transition.

The authors were directly involved in the merger described in this ar-
ticle. One is the President and CEO of the merged entity; the other was a
staff member during the planning stage of the merger and later a consul-
tant to the CEO during the post-merger processes. The information used
in this article is based upon the lived experience of the writers through
many strategy meetings, as well as debriefings on the success and effec-
tiveness of various steps taken to implement the merger over a four-year
period. This experience is explored here using existing literature on
mergers and includes valuable lessons derived from the multi-year pro-
cess.

The term “merger” as defined here is the coming together of two or
more separate organizations into a single organization. La Piana (1994)
states merger “erases the separate identities of the would be partners,
melding entities into one organization–warts and all” (p. 6). Merger is
not right for every organization but it is an option that many nonprofit
human service organizations are considering and undertaking. Mergers
are successful only when stakeholders expend considerable time and ef-
fort to formulate and adopt a culture for the new (combined) organiza-
tion.

Why Merge? Explorations and Considerations

Nonprofit human service agencies are fundamentally changing the
way they do business. They have to. The environment on which they
depend is changing rapidly, forcing organizations to modify how they
sustain themselves. Government support to resolve social dilemmas
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continues to wane and devolve to local communities. Managed care
principles are impacting how services are delivered. Welfare reform is
requiring agency redirections and new program products. Market share
is threatened by invading for-profits. Competition among nonprofits for
community support abounds. Funding sources are demanding greater
accountability and more cost-effective results. In fact, Skloot (2000) re-
cently raised the question as to whether nonprofits can exist in today’s
marketplace as they are currently structured or whether they are bound
for extinction.

In a 1992 study, Dina found that agency directors from Long Island,
New York believed that the nonprofit sector would inevitably shrink as
public funding for services is reduced. This study also revealed that few
of these directors, in spite of their predictions, had seriously considered
merging or any form of inter-agency partnerships for their organiza-
tions. By 2002, “going it alone” has now become outdated. The para-
digm has shifted. Forming alliances, collaborations, networks and
mergers are becoming necessary in order to be competitive and provide
better client services. In recent years, several publications have ad-
dressed a variety of topics that are essential to the discussion of alliances,
mergers, and collaborations. Material that demonstrates the “how to” of
merger is slowly accumulating in the literature (for examples see Dina &
Mickulas, 1997; McBridge & Weiss, 1998; McLaughlin, 1996; O’Brien &
Collier, 1981; Greater New York Fund/United Way, 1981, p. 2). A stud-
ied focus on post-merger organizational life in nonprofit human ser-
vices, however, is in its infancy.

Traditionally, merger outcome studies have examined “hard” orga-
nizational dimensions such as staff compensation, benefits and fiscal
and product integration. Recently however, the literature has charged
that “soft” organizational factors such as employees’ attitudes toward
change, job satisfaction, organizational culture and other human ele-
ments have been dismissed, understudied or largely ignored (Cart-
wright & Cooper, 1995; Olie, 1994; Taylor, Austin & Caputo, 1992).
Undoubtedly, it is easier to quantify tangible assumptions such as
whether a merger reduces overall costs and improves an organization’s
“bottom line.” However, research must also help us to determine how
internal human relationships affect the quality and success of a merger.

This is a relatively new area for the nonprofit sector to consider and
provokes questions about the impact of mergers on staff and the organi-
zation’s administrative functioning. For instance, do nonprofit human
service staff who report they are happy with the merger respond more
effectively to client need than those who report they are not happy with
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the change? Does staff perception of the merger impact work-related
outcomes such as tenure, and attendance five years post-merger? A
main reason behind the decision to merge in the nonprofit sector is that
the merger will produce a more effective and efficient organization in
the community. Essential elements in achieving such a goal are the atti-
tudes and morale of staff who carry out the daily functions of the organi-
zation.

The steps that two autonomous organizations must take in order to
partner successfully are innately complicated. Once an agreement has
been reached and the papers have been signed, the goal of then combin-
ing two disparate organizations into one entity with its own culture, re-
quires attention to a myriad of internal and external tasks. According to
McLaughlin (1996), three external merger goals for combined agencies
should be achieving a stronger public position in the community; in-
creasing the agency’s response to community needs; and boosting pro-
fessional recognition. McLaughlin also identified three internal goals.
These are streamlining internal operations; increasing employee mo-
rale; and improving internal responsiveness to outside demands. Each
of these goals is important for an organization to consider when plan-
ning a merger.

As the purpose of this paper is to focus on the human factor of merg-
ers, the following discussion will address how merger impacts staff and
how staff are crucial to formulating a culture in the new organization.
This paper will also identify employee-related issues for administrators
to consider throughout the process of combining two organizations
through a discussion of the literature on the topic and from insights
gleaned from the case presentation.

THE HUMAN RESPONSE TO MERGER
IN NONPROFIT ORGANIZATIONS

Effects of Merger on Staff

Mergers of nonprofit organizations operate similarly to those in pro-
prietary settings, particularly around employee issues. Oftentimes the
beginning phase creates workplace ambiguities and uncertainties for
workers. For example, initial rumors–even before anything is said
officially–may cause employees to worry about job loss, job satisfac-
tion and worker stress because of perceived changes to the organization
and its culture.
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In a merger between two Long Island, New York based human ser-
vice agencies in 1998 (Children’s House and Family Service Associa-
tion of Nassau County), staff anxiety prevailed. The Executive Director
of one agency retired and the new CEO of the partnership was the Exec-
utive from the other. Employees, who originated from the agency where
the Executive Director retired, felt abandoned, threatened and most
characterized the merger as a take-over. Compounding this was the gen-
eral feeling among staff that the merger was not “needed.” This reaction
was in spite of a one-year study by a joint task force and sequential vote
of approval by Board members from both agencies on the potential for
positioning the merged entities to thrive–not simply survive–in a rap-
idly changing environment. Another primary reason for merging was
the belief of both Boards of Directors that the combined services from
both agencies would provide a unique continuum of care (from birth to
death) that would better serve the multiple needs of clients.

At the outset, one problem with the merger was that relatively few
staff were part of the task force’s year-long process and subsequent de-
cision and thus, staff were not prepared for its results. This teaches an
important lesson: Even in the early stage of feasibility determination,
there is a crucial need to inform staff that the option of merger is under
investigation for specific, legitimate reasons. In addition, management
needs to be open to hearing and responding to staff concerns in addition
to involving them in the decision making process.

Integration of Personnel and Programs

To mitigate employee reactions, a management team was immedi-
ately created in January, 1998 representing lead staff from both organi-
zations to consider ways of moving the merger forward. That team
agreed on a series of “joint and common” projects to foster inter-agency
work among all levels of staff. Also, agency wide events including ac-
tivities such as open houses, a staff appreciation luncheon, and a picnic
were held to foster introductions and bonding among employees from
each “side” of the organization.

After an introductory phase, a management structure was in place by
the Spring of 1998 to foster integration of the fifty programs from both
sides of the merged agency by creating six “families” (divisions) of ser-
vices. Roles and responsibilities for staff at all levels were also delin-
eated, as was the construction of a common personnel policies manual.
Some months into the merger, by the end of 1998, staff qualms began to
recede. No jobs were cut (except through attrition), no programs were
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eliminated (though some were consolidated), and fund raising results
did not decrease as projected. In fact, they increased. In essence, none of
the disastrous results prophesied by skeptics came about.

Also learned through this process is that the decision to merge is but
the beginning of merging! One of the most important but subtle issues
to be realized and faced up to is that each organization’s persona–its
personality, style and beliefs, its very culture–is changed by merger.
Therein lies the challenge. Merger requires that a new culture be cre-
ated. It cannot be achieved simply by combining the previous cultures
of the two organizations.

Merging Organizational Cultures

Much of the literature explains that problems arising from trying to
blend two separate organizations into one flow from the differences in
each entity’s culture. Consequently, it is important to understand the
concept of culture in order to develop a deeper awareness of how cul-
ture determines individual and social behavior within organizations.
Schein defines organizational culture as “a pattern of basic assump-
tions–invented, discovered or developed by a given group as it learns to
cope with its problems of external adaptation and internal integra-
tion–that has worked well enough to be considered valid and, therefore,
to be taught to new members as the correct way to perceive, think and
feel in relation to these problems” (1992, p. 494).

It is also important to note that while each organization has its own
unique cultural identity, it is made up of numerous individuals and
groups who, in fact, function as an integrated network of subcultures
(Elsass & Veiga, 1994). For example, an agency that has multiple pro-
grams will have multiple cultures, decision-making styles, values and
expected behaviors. This was certainly a factor for the organization pre-
sented in this paper.

Many researchers believe that “culture fit” is what makes or breaks a
merger. Fundamental differences among employees in their thoughts,
behaviors and actions, may hinder implementation of goals (Olie,
1994). As the two entities merge, for instance, changes within reporting
relationships may be met by resistance at all levels of staff–including
management. Each group has a preconceived image or expectation of
what the merged entity should look like or how it should function. The
perception that one entity has “taken over” the other also results in feel-
ings of loss and anger. This loss factor is usually underestimated in
mergers (Behrendt & Klein, 1997; Olsen, 1996). Frequently employees
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are expected to accept change immediately. The fact is that building
trust requires time and experience together.

As noted earlier, this scenario was very much in play in the early
stages of the Children’s House/Family Service Association merger.
Staff’s feelings of loss and abandonment required much patience on
management’s part, including the need for long, hard listening and
many meetings to interpret decisions and movements. “Blend, don’t
beat” (McLaughlin, 1996) was the operative mantra.

The management dilemma that arises in such a situation is the need to
pay attention to “process” while giving shape to the merger through
leadership. This essential task requires giving everyone a sense of be-
longing to one agency, and the feeling that together staff are moving
forward based upon a common mission and a shared vision. There must
also be allowance for individual styles and personalities at various lev-
els within the organization ranging from line workers to managers. The
difficulty is finding the right balance between fostering natural pro-
cesses and providing solid leadership. This is particularly hard at first.
Everyone has an opinion. Some say, the organization is moving too fast;
others say too slow. Some say the organization is too mission focused
despite the realities of the market; others say the organization is getting
too corporate and losing its soul in the process.

There is no easy formula. As staff realize that the intent of the “mar-
riage” is a true blend of what is good within each agency and not a hos-
tile take-over of one partner over the other, they adopt a “wait and see”
attitude and their outright hostility fades. Leadership should be cogni-
zant of their individual reactions and their role during this adjustment
process. As in most situations, management’s actions speak volumes
whether these behaviors are explicitly stated or communicated non-ver-
bally.

Building Trust

In any social setting, trust is essential to consensus building and to
fostering effective communication. Organizational settings are no dif-
ferent. Trust between organizations can be compromised by misunder-
standings that flow from different organizational cultures; or trust can
be fostered through the belief that both parties are being honest. Suc-
cessful alliances respect differences and work through them produc-
tively as they develop new norms that meet everyone’s expectations
(McCambridge & Weiss, 1998). This is not easy. The process is time
consuming and onerous. It is however, a necessary task in order to inte-
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grate the existing cultures into a new one and to formulate a common
value system and shared vision.

This is perhaps the contribution that the nonprofit sector can make to
the for-profit world in our common task to understand more deeply the
dynamics of mergers. People are not automatons. They will respond
better and more positively the more that they believe they are brought
into the loop, listened to, respected, and given time to adjust so that the
true potential of the merger might be realized.

Communication

Communication is the “sine qua non” that helps employees adapt
and create support for the merger. The leaders of each agency must
learn to communicate clearly, and often with the stakeholders of each
entity. Such groups include the Board of Directors, employees at all
levels, clients and the community at large. The information provided
to each needs to include “sensitive and important issues, give honest
and clear answers and explain the rationale for decisions” (Conklin,
1994, p. 23). The new organization’s leaders must share information
regularly and in multiple ways. Staff will maintain feelings of vulnera-
bility as long as they feel uninformed. Lack of honest and forthright
information germinates low morale, reduced productivity, and even
sabotage (McCambridge & Weiss, 1998).

By the mid-point of the first year (1998) of the Family Service Asso-
ciation/Children’s House merger, a multiple strategy was devised to fa-
cilitate communication throughout this 25-site, highly decentralized
organization of nearly 400 full time and part time staff. First, three staff
groupings were formed, each with a distinct purpose: the Steering Com-
mittee of executive staff (7) that meets bi-weekly for business decisions;
an Executive Team consisting of all who carry out an agency-wide
function (14) who meet bi-weekly for coordination purposes; and the
Management Council that consists of all program directors and the
Executive Team (30) who meet monthly, primarily for communication
and input.

Another valuable asset in heightening communication and participa-
tion has been the adoption of a 5-year technology improvement initiative.
The development of local and wide area networks throughout the agency
has allowed rapid e-mail communication to most all staff. The initiation
of a monthly staff newsletter and a weekly computer generated Broad-
cast News has added to the organization’s efforts of intra-communica-
tion. In addition, the CEO holds “staff forums” on a quarterly basis at
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various office locations to highlight major themes of the organization
and to get staff feedback on issues. It is difficult to achieve consensus
and to build a common understanding between two groups who have
had little interaction. Olie (1994) defines effective integration in merg-
ers as “the combination of firms into a single unity or group, generating
joint efforts to fulfill the goals of the new organization” (p. 386). This
takes a tremendous amount of work. There are no short cuts, clear
roadmaps, nor easy answers. A management strategy must include staff
needs and feelings if the merger is to achieve synergy among its staff
and ultimately more effective services for its clients.

Developing a Shared Vision

In their study on the creation of the BJC Health Systems, Behrendt
and Klein (1997) state that a crucial first step is creating a unified plan
that all parties believe in. They suggest that adequate time and effort
need to go into defining the mission, vision and values of the merger
plan. After BJC developed a single governing Board from equal mem-
bers of both entities, they created a new corporate name and identity.
Additionally, eight priorities for the first year were identified and
flowed from the mission, vision and values of the new combined orga-
nization. In order to implement this plan and manage the change to a
new, diverse culture, they organized senior management into a single
team.

The experience at Family and Children’s Association–the name of
the Children’s House/Family Service merger–bears out much of this
advice. Crafting a mission statement and a set of priorities was a crucial,
soul-searching experience. Also, developing a single Board of Trustees
with a strong committee system, and common priorities has resulted in
less of a sense of “them and us” and more feelings of “we.” This was
achieved through a careful strategic planning process. Helpful in this
process early on was a two-day session for managers on achieving “cul-
tural competence” (skillfully facilitated by staff from the Child Welfare
League of America). This experience shed light on the wisdom of re-
specting differences and created a bond between participants in a pow-
erful, new way. In addition to much time and energy on staff needs in
the early months of the merger, a retreat facilitated by an outside con-
sultant was held for the Board. This was warmly received, and though
new to each other, Board members confirmed how much they shared in
common. Such retreats continue but now focus on the results of the or-
ganization’s work and how it can improve what Family and Children’s
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Association does for the community. This is in contrast to the earlier
“getting to know you” gatherings. These “special moments” are formu-
lating a new conversation, building a common language and shared
value system.

Four years later, staff and the Board now talk about “the merger” less
frequently. The Board is functioning as one unit. Its committee system
is in place and working well. This positive sense of coming together has
“trickled-down” to management and staff. Today, more emphasis is on
where staff are going together as co-workers and colleagues. Even with
many steps and stages accomplished, however, the merging process
continues. A helpful infrastructure is in place. Staff is mingling, swap-
ping resources, and together they have designed a system of wrap-
around care to clients with realistic, quantifiable service outcomes.
Critical to accomplishing this was the decision in 1999 to seek accredi-
tation for this new agency through the Council on Accreditation for Ser-
vices to Families and Children. That decision concentrated staff on
meeting national standards within all aspects and functions of the new
organization. This also focused staff on working as one team to meet
objective, modern expectations and not those simply taken from one
agency or the other.

Four years into this merger, people are now feeling “good” (or at
least better) about the new agency. The agency is slowly forming a new
culture–one that reflects the original hopes and goals of the merger. The
foundation of this shared vision has strengthened as staff learn and de-
velop a deeper understanding of one another. Increasingly, the results of
the organization’s work–its impact on the lives of clients–is the agenda
for discussion, not the details and processes used early on. However,
like many mergers there are still challenges to resolve.

Finding the Right Mix

Differences remain about the speed of change vs. consensus build-
ing. Some employees and Board members continue to express a sense
of loss of a “family” feeling as the organization continues to grow be-
yond its original doubling in size. Some also continue to search for how
they can participate in the new work environment with satisfaction. Of-
tentimes in a merger (the organization discussed here is no different),
discretionary authority is repositioned on the organizational chart. This
may result in staff finding that their degree of participation in deci-
sion-making has changed. This shift may create a perception of mis-
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treatment (O’Brien & Collier, 1991) and should be processed with these
individuals whenever possible.

The strategy utilized at Family and Children’s Association to miti-
gate the inevitable “human” responses to change has been to challenge
staff and Board members to solve the daily challenges of merger
through creative solutions. Since 2000, two years into the merger, the
primary work for the year is agreed upon annually through a strategic
planning process that identifies a set of agency imperatives for the col-
lective agency. Task groups consisting of Board and staff develop strat-
egies, and work plans for each imperative, and review them on a
quarterly basis. Under the rubric of continuous quality and performance
improvement, conversations focus on what can be learned from various
results and how to arrive at solutions, rather emphasizing problems.
This process has allowed for organizational growth, personal bonding
and a sense of accomplishment that has begun to permeate the agency.

LESSONS LEARNED

There are important issues for a successful merger that allow manag-
ers to synthesize the human component of merging with the more tangi-
ble factors. While the particulars of each merger will be different, there
will be common experiences throughout the process. After four years,
insights abound from the authors’ merger experience. Thus, the authors
present “lessons learned” here in hope that this experience will offer a
better understanding of some commonly overlooked, though essential
components of successful mergers.

• Deciding to merge is but the beginning of merging. Signing on the
dotted line does not automatically produce a well-oiled, single fo-
cused team. It takes lots of time and work.

• Merging is not just putting two agencies together. It is about creat-
ing a brand-new agency with its own style and systems (culture)
that requires change from all during a multi-year effort.

• The initial focus on bonding, cross-agency teams, and communi-
cation–the process events–is necessary but ultimately must yield
to agency-wide dialogue on outcomes, results and quality im-
provement goals of the new agency (that is, in truth, an endless
process).

• Merger requires a more “business” approach to management due
to the increased size and complexity of the agency. Balancing
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mission with market–how to function in this rapidly changing,
high-speed age without selling your nonprofit soul–is the peren-
nial challenge in modern organizational life.

• The role of executive staff is to function as the “center,” not the
top, of the organization. Their job is to gather the resources for and
define the boundaries of agency life so that all others might func-
tion freely and fully in a mutually accountable manner. Leadership
as an organizational trait must be the goal.

• The Board governance style must adapt too as organizational size
and complexity increases. Members as trustees: outward oriented,
future directed, and resource developers must replace the more tra-
ditional style of members as directors: inward oriented and mired
in the details and management of the agency.

The authors’ findings are consistent with research that suggests that
while pre-merger planning ranks high in respect to importance, the merger
often takes on a life of its own. While it is crucial that key organization
players engage in pre-planning, there are no guarantees that this planning
will prevent problems from emerging. However, even those respondents
that identified difficulties in combining their separate organizations, con-
sistently reported the agency nearly accomplished all of its merger objec-
tives three years after the merger (Taylor, Austin et al., 1992).

Dina and Mickulas (1996) suggest nonprofits that are considering
merger must think about the decision to merge within a context of build-
ing and preserving the organization’s capacity to ensure reliable service
delivery to its constituents. The decision to merge must also take into ac-
count the realities of the nonprofit marketplace in the current economic
environment. They explain that mergers are not magic nor a panacea.
Mergers are about change. Increasingly the role played by people in their
organizational cultures is gaining more attention in the study of mergers
(e.g., see Elsass & Veiga, 1994; Ollie, 1994; and Cartwright, 1998).

Traditionally, each organization possesses its own complexities and
uses a different theoretical approach toward administration to achieve
its means. When organizations merge, “business as usual” will be any-
thing but usual. Adjustment to change of this nature is frequently hard.
Concerning the merger between Children’s House and Family Service
Association, perhaps two years from now the old ways will have faded
fully and given birth to a firmer sense of Family and Children’s Associ-
ation as a single entity. For sure, some things cannot be rushed. Much
time and patience is needed when you are creating an organizational
“soul.”
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