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As energy markets transform from linear centralised systems to more 
flexible, complex and decentralised systems, the transition to “New Energy” 
is generating more and more investment opportunities than ever.

Energy companies are branching out with interesting investments and 
acquisitions in these new markets. Take Shell, an oil and gas major that has 
acquired both residential energy supplier First Utility (now rebranded as 
Shell Energy) and German battery storage company sonnen. In doing so, 
Shell has made a series of plays which are a long way from its core 
hydrocarbon business.

Because these New Energy acquisitions are often in areas which are either 
adjacent to the existing business, or completely new to it, the acquiring 
company will frequently need to build new capabilities and acquire new skill 
sets. This is where culture is critical. Indeed, some acquiring companies look 
to import the culture and capabilities from their acquisition and use them as a 
catalyst for a broader business transformation.

This report, which is based on interviews with senior executives at both 
acquiring and acquired companies, explores the present state of the New 
Energy deals landscape, with a particular emphasis on culture. Our findings 
suggest many acquiring companies have an intuitive understanding of 
organisational culture and how to address it. However, few have a systematic 
approach to managing culture during an acquisition.

That’s important because understanding how to nurture culture throughout 
the integration cycle (both before and after the deal) ultimately determines 
which deals succeed, and which don’t, in these New Energy markets. And 
that, in turn, will determine which energy companies are successful in 
transforming their businesses to flourish in a low-carbon world.

If there are any aspects of this report, or in creating value in New Energy 
deals more broadly, that you would like to discuss, please get in touch.

Foreword

Andrew McCrosson
New Energy Leader, 
Transaction Services, PwC UK 
andrew.mccrosson@pwc.com

Many aquiring 
companies have an 
intuitive understanding 
of organisational culture 
and how to address it. 
However, few have a 
systematic approach to 
managing culture during 
an acquisition.
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Why is culture important?

Culture is critical for high-performing organisations. It 
is the catalyst that brings together all the key building 
blocks of a company – the strategy, the operating model, 
the workforce, and more. Weaken or destroy the culture, 
and you ultimately erode a company’s ability to function.

However, culture can mean different things to different 
people. It is a naturally amorphous concept, and a 
narrow definition can be hard to pin down. As one 
interviewee pithily put it, “Well it’s the way we do things 
around here.”

For the purposes of this report, we define culture broadly 
as: – in essence, “how people work in an organisation” – 
taking into account the following dimensions:

• Beliefs about a company’s mission or vision
• Its values
• Its operating style, systems and processes
• Pay and recognition
• Leadership and communication 

In our interviews, we asked respondents to rank the 
relative importance of each of these dimensions. By far 
the most important to our interviewees are the “values 
of the organisation” (see Exhibit 1). 

The majority of respondents highlight how their 
companies have identified a simple set of values that 
each employee is expected to exhibit. In many cases 
those interviewed were able to articulate these values 
spontaneously. Furthermore, it is interesting to note 
that, in acquisitions in this sector, there was often a 
commonality in values between acquiring and acquired 
company, which ultimately facilitated the acquisition.

Values of the 
organisation

Beliefs about 
company 

vision or mission

Operating style / 
systems and 
processes

Leadership and
communication

Pay and recognition

Most Important Least Important

1
2

3
4

5

Exhibit 1

Rankings of culture dimensions

Source: 2019 PwC Strategy& research

Notably, “Leadership and communication” was placed 
only fourth by interviewees. While this dimension is often 
perceived as critical in organisations, it is interesting to 
observe that its relative importance to culture was low.
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Recent deals in New Energy

The transition to New Energy is gaining momentum, 
driven by increasing decarbonisation, decentralisation 
and digitalisation. Historically, hydrocarbons like 
oil, coal and gas have underpinned global energy 
demand growth. 

In the future, however, zero and low–carbon sources 
(renewables/nuclear and gas respectively) are forecast to 
make a much more significant contribution (see Exhibit 
2). This shift to cleaner sources of energy, coupled with 
the rise of disruptive technologies like digital, is at the 
heart of what we call New Energy.

Given the pace of change in this sector, attempting 
to grow organically can sometimes leave companies 
lagging behind. M&A can therefore be a key means of 
ensuring that energy companies quickly acquire the 
technologies, expertise and capabilities they need to 
thrive in the New Energy sector. 

To date, M&A activity has been varied, both in terms 
of the active players and the types of deals they have 
completed. Exhibit 3 sets out some of the more notable 
transactions, although the list is not exhaustive given 
the broad range of deals seen (covering everything from 
small start-ups to multi-billion dollar acquisitions). 

Exhibit 2

Change in global energy demand growth  
by fuel (New Policies Scenario)
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Source: IEA World Energy Outlook 2018; 2019 PwC Strategy& research
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Exhibit 3
Selected M&A activity in New Energy

Source: 2019 PwC Strategy& research

Theme Buyer Target Announcement Date Theme Buyer Target Announcement Date 

Battery Storage Shell sonnen Feb-19 Flexibility Centrica REstore Nov-17

CHP Centrica ENER-G May-16 Flexibility Enel EnerNOC Jun-17

Energy Efficiency Edison Zephyro Jul-18 Flexibility Engie Kiwi Power Nov-18

Energy Retail Repsol Viesgo Jun-18 Flexibility Shell Limejump Feb-19

Energy Retail Shell First Utility Dec-17 Power Trading Centrica Neas Apr-16

Energy Retail Total Direct Energie Apr-18 Power Trading Equinor Danske Commodities Jul-18

Engineering EDF Energy / Dalkia Imtech Jun-17 Renewable 
Generation National Grid Geronimo Energy Mar-19

EV Charging BP Chargemaster Jun-18

EV Charging Engie ChargePoint Services Jun-19

EV Charging Shell New Motion Oct-17

EV Charging Total G2mobility Sep-18
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Key findings

We don’t spend enough time 
evaluating how our culture will 
impact them [the acquired 
organisation] or how we can take 
the best of their culture.
Senior executive at major utility

1.  Dealmaking in the New Energy space 
is about importing a new culture as 
well as acquiring new capabilities

 
• Interviewees confirm that many companies are using 

M&A as a tool to acquire unique capabilities and 
skills in New Energy where previously the buyer had 
no expertise.

• Some acquirers recognise that buying capabilities is 
not enough; they also needed to import the culture of 
the acquired party.

• Nimbleness, entrepreneurialism and innovation 
are seen as critical in New Energy, so preserving 
the culture of an acquired company is all the 
more important.

• A clear strategic rationale for an acquisition is 
seen as very important. And culture and employee 
engagement should both feature highly in the 
diligence and value creation process.

The importance of importing a new culture as part 
of a deal is a critical theme running through our 
interview findings. Indeed, within the context of the 
transition to New Energy, culture has an elevated 
degree of importance.
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Typically, M&A transactions strive to gain scale (an 
increased geographical footprint) or deliver synergies 
(operational savings). However, in New Energy 
deals, larger companies are usually acquiring unique 
capabilities to help them compete in domains where 
they traditionally have no expertise. Consider Shell’s 
acquisition of First Utility, an energy retailer, or BP’s 
acquisition of Chargemaster, an electric vehicle (EV) 
charge point operator. Both examples show how 
“traditional” oil and gas companies are making New 
Energy plays in areas where they need to develop 
different capabilities. 

In this context, culture is so important. Smaller New 
Energy companies typically have a unique culture and 
set of capabilities that allow them to succeed. They are 
nimble, entrepreneurial and innovative. Importing these 
qualities into the larger acquiring organisation can be 
transformative. Indeed, the majority of companies we 
spoke to say that while they were keen to merge some 
of their culture into an acquisition, they were equally 
keen to import elements of the acquired company’s 
culture. They wanted to do this to reform the sometimes 
process-heavy culture of the acquirer. 

This is not without its challenges, as the smaller acquired 
entity must influence the culture of the larger acquirer. 
Developing a clear evolution roadmap towards creating 
the desired culture across the combined organisation is 
therefore essential.

Admittedly, no interviewees offer concrete examples of 
successfully transplanting the culture of a New Energy 
acquisition into a larger parent. However, given the fact 
that the trend towards these types of acquisitions is 
still relatively new, this is not unexpected. Indeed, many 
interviewees confirm the transplantation of culture was 
an end goal of an acquisition, to be achieved over time. 

The interviews also reveal that large corporates 
sometimes have challenges around “sub-cultures” within 
the organisation. Some of those interviewed note there 
had been competing cultures between the business 
and support functions, or between a business unit and 
the corporate head office. In some instances, this had 
complicated the cultural integration of smaller firms.

2.  A formal process for “cultural due 
diligence” can complement an 
intuitive approach

• While all interviewees on the acquiring side had 
an intuitive understanding of managing culture in 
deal making, few used a formal process to reflect 
their methodology.

• Many acquiring companies adopted similar strategies 
regarding the cultural integration of the acquired 
company, including informal meetings, staff 
secondments, and giving someone responsibility for 
addressing culture during and after the deal.

• Many interviewees say creating a value creation 
blueprint for culture would be helpful for tackling 
cultural themes in deal making.

Our interviews make clear that the majority of acquiring 
companies recognised the importance of culture in 
dealmaking. While many did not have a formal process 
for addressing culture when executing transactions, 
acquiring companies did employ similar approaches.

Interviewees highlight the importance of weeding 
out, early on in the process, target companies with 
no immediate cultural fit with the parent. This was 
often achieved through informal discussions between 
senior employees on both sides to assess the extent of 
common values.

I do think that having culture as an 
upfront part of the screening process 
is very important. I have a strong view 
on culture and in meeting companies I 
have knocked them out of our 
screening pipeline on the basis of 
cultural fit. You need to have a 
business leader who is sufficiently 
confident they can do that. It is 
difficult to do this with a spreadsheet.
Daniel Westerman, President of Distribution Energy 
& Renewables at National Grid



While this informal exercise was deemed useful, 
our interviews also identify a need to formalise the 
measurement and definition of culture. This is especially 
important when preserving the culture (and thereby the 
capabilities) and is key to delivering value post-deal. The 
more an acquirer can define which cultural attributes 
make the target company successful, at the portfolio 
targeting stage even, the better able it is to protect that 
target’s culture and thus value. 

Some companies keep the acquired business separate 
from the parent, for a limited time, to maintain autonomy 
and protect the culture. Generally, our interviewees 
say they expected this would be for just one or two 
years. However, some acquiring companies argue the 
target should be given more time and space to grow 
in a “hands off” way, especially when it had a unique 
capability set. Where the target’s capabilities were less 
differentiated, or its business was similar to the parent’s, 
interviewees felt the integration could be accelerated.

The importance of individuals was also highlighted. 
Many acquirers say they ensured the founder of the 
acquired company – who was often the embodiment 
of the organisational culture – was retained to preserve 
the corporate ethos. At the same time, many deals 
looked to place key employees from the parent (such as 
the chief financial officer) on the board of the acquired 
company. Furthermore, internships and secondments 
were used to exchange both junior and senior talent with 
a goal of disseminating the best of each culture across 
both entities.

Interviewees also stress the value of having an individual, 
or a team, responsible for representing both the parent 
and acquired company and addressing culture as part of 
the integration process.

Underpinning all of the above was leadership. Several 
acquiring companies highlight the importance of 
exceptional leaders in the parent organisation who 
provided a forum where senior entrepreneurs from 
acquired companies could voice their views. The best of 
these leaders were able to marshal disparate views and 
bring parties together under a common vision.

Understanding leadership has to be tackled at the 
pre-deal phase of an acquisition. Acquirers need to 
understand employee and organisation sentiment 
towards the leadership style and the use of data 
analytics has to underpin this.

Sometimes the company 
established by the entrepreneur 
is an expression of the founder. 
If you remove the entrepreneur 
you lose value. Therefore it is 
important to include the 
entrepreneur in the management 
board so he or she feels like they 
are part of the parent.
Lorenzo Mottura, Strategy Director of Edison
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Culture is always difficult because 
you can’t crunch a spreadsheet or 
use a grid. It is about exposing your 
organisation to them [the party to be 
acquired] and having those open 
interactions and trying to talk across 
both sides of the fence and say 
what you think.
Senior M&A specialist at major oil 
and gas company

Clearly, many companies have their own way of 
addressing culture in a deal. However, none of those 
interviewed had specifically created a blueprint of 
principles for their value creation approach. There 
are risks for large organisations that lack planning, 
particularly if smaller investments (such as those with a 
venture capital focus) are made at a local level without 
the same degree of compliance and regulatory rigour 
seen in mainstream transactions. Such transactions 
could potentially have a huge impact on the reputation of 
larger acquirers. Indeed, the reputational damage from 
smaller non-compliant transactions can ultimately be far 
more costly than any financial losses.

Creating a value creation blueprint that places cultural 
consideration at the heart can therefore be an important 
step in navigating the complexity of culture in a 
transaction. Exhibit 4 sets out an illustrative framework 
for cultural due diligence which captures the key 
learnings and approaches identified in our interviews.



Exhibit 4

Framework for cultural due diligence

Pre-deal During Deal Post-deal

  Assess what are strategic 
end goals from a culture 
perspective. Is retaining the 
target’s culture critical to retaining 
capabilities in New Energy? Does 
the acquirer need to import elements 
of a target’s culture? How critical 
is this?

  Ensure whoever represents the 
acquirer during the dealmaking 
process, across all deal dimensions, 
knows the acquirer’s culture.

  If the acquired business is 
completely different to the parent’s 
core business, the acquired party 
needs to retain independence.

It’s important to engage with 
key talent early on and with those 
people integral to the success of the 
deal and embedding its culture.

  Allocate time to broader cultural 
implications of topics like HSE 
requirements, reporting and IT 
structures that might be need to  
be imposed. Could these be 
addressed in the commercial due 
diligence phase?

  For those acquisitions that require a 
degree of independence, this may 
remain in place for 1-2 years.

  The parent needs to decide if 
there is a natural cultural fit with 
proposed acquisition. Initial and 
informal meetings between senior 
leaders of both parties are a good 
litmus test.

Provide as much information as 
you can during the acquisition. 
More than 90% of executives say 
they should have communicated 
more effectively during their 
last deal. More than 90% of 
executives say they should have 
communicated more effectively 
during their last deal.1

  If the acquired business is similar 
to the parent’s core, the acquired 
party needs to be integrated 
quickly.

  Are the acquirer’s core values 
compatible with the party to 
be acquired?

  Ensure key representatives of 
the parent are on the board of the 
acquired party (CEO or CFO). 

  Define the acquirer’s core 
processes and what will not be 
compromised.

  Develop an internship programme 
between the parent and the acquired 
party; juniors and seniors.

The timing of integration for the 
acquirer may be a factor. If the 
acquirer is in ‘growth’ mode and 
evolving, it is easier to integrate from 
a cultural perspective than perhaps 
a business which is static or in ‘low 
growth’ mode.

  Inclusive leadership from the 
parent to bring CEOs of the 
acquired parties together under a 
common vision.

  As the parent, assess the target’s 
approach to regulation and 
assess compliance (e.g. regarding 
anti-bribery and corruption 
compliance) given the potential 
reputational risks to parent.

1 PwC, Creating Value Beyond the Deal: M&A. February 2019: https://www.pwc.com/gx/en/services/advisory/deals/deals-report.html
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3.  Aligning the acquirer’s need for 
process compliance with the 
target’s need for agility is a difficult 
balancing act 

• Acquiring companies had a strong awareness 
of the need to protect the unique culture of an 
acquired company by not overwhelming it with 
process requirements.

• However, acquirers’ need for compliance with their core 
governance processes did sometimes create tension 
with target companies. Compromise was not possible 
in every case.

• Parent companies looked to overcome these challenges 
by developing close personal relationships with senior 
target executives and articulating a long-term vision for 
the acquired company.

One of the major stumbling blocks in New Energy 
deals that we identified in our interviews was corporate 
compliance and process. Major energy companies will, 
quite rightly, have a high threshold for compliance and 
corporate hygiene issues, especially when it comes to 
health and safety (many of these companies are operating 
in hazardous environments). Moreover, if the acquiring 
company has a broader societal role (such as a national 
oil company), the need for stringent compliance can be 
even stronger.

In fact, compliance issues have the potential to make or 
break deals entirely. On the one hand, misalignment on 
compliance and process can close down an otherwise 
attractive deal. On the other hand, health and safety issues 
issues can act as an initial catalyst for an acquisition if the 
target company shares similar views to the acquirer.

Either way, all interviewees from acquiring companies were 
clear about the risk of stifling the innovation of smaller start-
up acquisitions by overwhelming them with compliance 
and process requirements. One anecdotal example 
illustrates this tension succinctly. The parent company, an 
international utility, prohibited the use of mobile phones 
by employees while driving, even if they used headsets, 
on the basis of health and safety requirements. However, 
this policy was not well received by the sales team in a 
newly acquired business who typically engaged with their 
clients on the phone while driving between appointments. 
In the end, the sales team had to conform with the parent 
company’s governance process. 

This example, while minor, highlights the challenges 
inherent in merging different organisational cultures. The 
parent company will inevitably have some red lines when 
it comes to core governance and compliance processes. 
Compromise is not always possible, but by understanding 
these challenges early on, they can be addressed earlier 
and more sensitively. However, interviewees from acquiring 
companies did recognise the need to strike a balance 
wherever possible.

You want to safeguard the value 
you are buying. There is a belief 
that we are going to really crush 
an acquisition if we impose all 
our systems and philosophy.
Senior M&A specialist at major 
oil and gas company
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Precisely because of these challenges, several acquirers 
emphasised the need to make their company more 
attractive to the target start-up. This was about more 
than simply having deep pockets to fund the younger 
business. Rather, the acquirer had to articulate a vision 
that persuaded the start-up that the challenges of 
merging cultures were worth overcoming to enable its 
long-term success. 

Moreover, the onus is on the acquiring company to 
build close and personal relationships with the start-up 
with the start up in the ‘pre-deal’ phase. This was 
deemed critical by some acquirers in keeping the senior 
entrepreneurs motivated. Not only does it help socialise 
the importance of certain core compliance processes, 
but it also helps pave the way for the start-up’s 
entrepreneurs to be slotted into management roles within 
the larger parent organisation. 

In one example, a senior executive at a large 
multinational met the chief executive officer (CEO) of a 
target start-up company in a coffee shop. The two built 
up a close relationship, and the executive subsequently 
introduced the CEO to other executives at the parent 
company. This achieved three objectives. First, it 
ensured the CEO was comfortable with the culture of the 
acquiring company. Second, the personal relationship 
meant the executive was better placed to support the 
CEO (and the start-up) during the integration process. 
Third, by introducing the CEO to the complexity of 
working in a much larger multinational, it made it easier 
to embed them into the management hierarchy. In 
the past, the parent company had found this to be a 
stumbling block, with the CEOs of acquired start-ups 
unwilling to accept more junior management positions in 
the larger and more complex multinational parent. 
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4.  The right “degree of separation” 
between parent and acquisition 
depends on the strategic importance 
of culture

• Our interviews reveal a range of approaches for 
integrating New Energy acquisitions, from rapid 
absorption into the parent at one extreme, to leaving 
the new business completely alone at the other.

• The “degree of separation” in each deal was 
influenced by how distinct the operations of the two 
parties were and the extent to which the acquirer 
hoped to import the acquired company’s culture.

• Regardless of the degree of separation, interviewees 
identify certain common integration pitfalls, including 
competing sub-cultures, “intrusive” interventions 
from certain functions, and corporate tourism.

The companies we spoke to reveal a variety of 
approaches for integrating their New Energy 
acquisitions. These range from absorbing the acquisition 
quickly into the parent on the one hand to leaving the 
acquisition completely alone on the other, with some 
deals taking a middle course by pursuing a medium-term 
integration plan. What’s clear, however, is that all needs 
to be considered early on in the deal planning process, 
and alongside other cultural variants.

Ultimately the right degree of separation in each case 
will be influenced by the deal rationale and the impact 
on culture (see Exhibit 5). If, for example, the target 
is operating in a similar domain to the parent, with a 
similar culture, integration is more likely to happen 
quickly. If, however, the target company is operating in a 
completely different domain there is a stronger rationale 
to leave it alone. 

Interviewees also note that sometimes there was no 
part of the parent’s business where a particular target 
could logically sit, which would reinforce the rationale 
for keeping it separate. Moreover, the role of culture was 
integral to this decision on integration. The more unique 
the target’s capabilities – and the more important its 
culture was in supporting those capabilities – the greater 
the need for that target to be left alone.

Integrating a new business “horizontally”, rather than 
vertically, was identified as a further option. For example, 
interviewees from one major energy company explain 
they had made multiple acquisitions in the New Energy 
space right across the value chain. Many of these 
acquisitions were retained as separate businesses. The 
hope of the acquiring company was that, as separate 
entities, they would help acquire and integrate other New 
Energy start-ups in the future rather than be integrated 
into the parent. These interviewees say this was key to 
retaining and nurturing the successful cultures of the 
acquired businesses, which would be integrated with 
one another and seed their collective culture into the 
larger parent over time.

The more we do this – new energy 
acquisitions – the more we learn. 
It’s tough on the pioneers.
Chris Johnson, Global Head of Acquisitions & 
Corporate Development, Shell New Energies



Regardless of the degree of separation, interviewees 
are mindful of certain common integration pitfalls. The 
challenge of managing sub-cultures within the acquiring 
organisation has already been highlighted in Exhibit 
1 above. Some companies also mention the need to 
insulate the target from “intrusive” parts of the parent 
business. For example, certain functions in the parent 
might take it upon themselves to ensure the acquired 
company is complying with their core processes.

In this kind of situation, the individual or team 
responsible for integration on the parent side may 
need to step in to mitigate or curtail some of these 
interventions. Interviewees are also sensitive to the risk 
of “corporate tourism”. This happens when employees 
of the parent organisation reach out to the newly 
acquired entity, effectively bombarding it with requests 
for information. Again, the integration team in the parent 
company may need to restrict the extent of this kind of 
interaction to allow the new business to retain its focus. 

Exhibit 5
Degrees of separation for a New Energy acquisition

Integration 
OptionsAb

so
rb

 C
om

pletely

Semi – Integrate

Leave Alone

Deal Rationale:
• Integrate the acquisition 

quickly as its core 
business is similar to 
the acquirer’s core 
business. Culture is not 
a critical element (neither 
in terms of capabilities 
or exporting to acquirer)

Culture Impact:
• The acquired company’s 

culture is potentially 
diluted, as it is merged 
into the parent

• The importance of culture 
may be less critical if 
the acquired business is 
similar to the acquirer’s 
core business

Deal Rationale:
• Integrate the acquisition over time (1-2 

years), as its core business is distinct in 
some areas to the core business of the 
acquirer. Culture is an important element 
(in terms of capabilities and need to 
export to acquirer)

Culture Impact:
• Some of the acquired company’s culture is 

nurtured and protected over time

• Elements of the culture exported to the 
acquirer 

• A degree of autonomy is important to retain 
the transformative impact of culture 

Deal Rationale:
• Ringfence acquisition. 

Its business completely 
distinct to the acquirer’s 
core business. Culture is 
a critical element (in terms 
of capabilities and need to 
export to acquirer) 

Culture Impact:
• The acquired company’s 

culture is nurtured 
and protected

• The core elements of 
culture are deliberately 
exported to the acquirer

• Autonomy is critical to  
retain transformative the 
impact of culture 
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5.  A commonality of culture is critical 
when integrating an acquired company

• Interviewees were asked whether both parties, 
acquirer and acquired, should share a similar culture 
or similar values to facilitate a New Energy deal.

• Most felt it was not necessary to have precisely 
the same culture, but a degree of commonality 
was important, particularly in areas like ethics, 
sustainability and safety.

Our interviews reveal many examples of acquiring 
companies reaching a meeting of minds with their targets 
in pre-deal discussions. Anecdotally, we found examples 
of CEOs or senior executives from the parent company 
meeting the heads of the target in an informal setting. 
In some instances, the target admired the values of the 
parent (such as its focus on a low-carbon economy or 
contribution to the community) and this quickly solidified 
the rationale of the acquisition.

We also found examples of senior executives from 
the parent company meeting the CEO of a target in an 
informal environment very early on in the transaction 
process. The executives would then introduce the CEO 
to a cohort of influential individuals within the parent to 
reinforce the commonality of values. This also allowed 
the entrepreneur to get a stronger sense of the parent’s 
culture by meeting a larger number of its employees.

Interestingly, when asked whether they were trying to 
capture the best of the acquired company’s culture or 
looking to merge the parent culture into the acquired 
company, most acquiring companies interviewed say 
it was both. With this in mind, it’s clear that the integration 
of the two needs to be be a core consideration at deal 
signing; each party needs to be clear on the intangible 
elements of culture that need to form a part of the 
deal process.

Creating value beyond the deal: 600 corporate executives comment on culture

Keeping people and cultural aspects upfront in planning is fundamental to deal success. Wide engagement and 
communication of the value creation plan will help retain and build buy-in from key personnel. Our recent M&A 
survey with 600 corporate executives, globally and from a range of industries found that culture must be at the 
very heart of the strategic vision and value creation plan in order to realise deal success. 82% of respondents 
who said significant value was destroyed in their latest acquisition lost more than 10% of key employees 
following the transaction – which is a problem when a growing number of deals are ‘asset light’ or made up of 
predominantly ‘people-centric’ intangibles. We need to think about culture far earlier in the deal process, not 
just leave it post-deal.2

2 PwC, Creating Value Beyond the Deal: M&A. February 2019: https://www.pwc.com/gx/en/services/advisory/deals/deals-report.html

http://www.pwc.com/deals-report


6.  Smaller acquired companies inevitably 
face some uncomfortable realities

• Several of the smaller companies interviewed 
recognise there are some “uncomfortable truths” in 
being acquired.

• That included a degree of realism about the parent 
company’s effect on culture, and accepting that it had 
the right to do as it saw fit with its acquisition.

• Interviewees also highlight the risk of capital constraints 
affecting growth after acquisition, and the potential for 
the autonomy of the acquired business to be curtailed.

Our interviews included several with companies that had 
been acquired by larger entities. From these, a series of 
common themes emerged. There was broad recognition 
that a business being acquired by a larger company risked 
having its new parent’s culture imposed on it. Typically, 
larger acquiring companies have a profitable core business 
and are by nature risk averse. They are therefore usually 
keen to integrate smaller entities into this risk-averse 
operating culture. Interviewees accept that some aspects 
of the smaller entity’s culture would inevitably be eroded in 
this process.

Trust was also highlighted as an issue. Interviewees note 
that acquired companies sometimes did not feel trusted by 
the management of the parent. In such cases, additional 
controls and oversight might be imposed, reducing the 
degree of autonomy in the acquired business. There 
was also a sense from some interviewees that, while the 
parent made sure to embed key executives in the board 
of the acquired company, there was little reciprocity, 
with few senior people from the acquisition moving the 
other way. There is a case here for understanding how 
senior management and top talent can be incentivised to 
contribute to the success of the merging cultures.

One of the key upsides of a target being acquired by a 
large energy company is access to funding. However, there 
was a concern among acquired companies that access 
to capital could ultimately become constrained. Their 
view was that broader sector developments (such as a 
downturn) might trigger capital spending constraints for the 
parent. These would, in turn, cascade down to the acquired 
company, potentially curtailing its growth ambitions.

Interviewees also note that the timing of an acquisition – 
in terms of the evolutionary phase of the parent – often 
dictated the success of an integration. One acquiring 
company explained that if the parent was in growth mode 
it was easier for the target to integrate and retain its culture 
because the parent was in a state of flux. Conversely, if 
the parent was in a period of stasis, the integration of the 
target’s culture might be more challenging.
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Where next for culture and  
dealmaking in New Energy?
As the transition to New Energy gains momentum, 
the range of investment opportunities in this sector 
is set to grow significantly. Our interviews with 
senior executives from both acquiring and acquired 
companies reveal that culture will be central to 
making these future deals a success.

Indeed, not only is culture the key to building the 
capabilities needed to thrive in New Energy, but it can 
also have a transformative impact on the acquiring 
organisation itself. Addressing culture is therefore a 
critical aspect of deal making in New Energy.

The difficult piece is having the right advisory support in place for these M&A 
plays. Acquiring companies in the new energy space is not easy – there is no 
standard. Having the right advisor who understands this new space and a new 
way of doing M&A for this new asset class is very important.
Senior M&A Specialist at major utility

In doing so, there are three conclusions from our interviews to consider: 

Culture is not a numbers-driven exercise.  
Culture is intangible, hard to define and difficult to 
measure. It is therefore not an easy thing to get right. As 
PwC’s Jon Katzenbach puts it, “Culture is different from 
other business topics; it is implicit rather than explicit, 
emotional rather than rational — that’s what makes it 
so hard to work with, but that’s also what makes it so 
powerful.”3 The stakes, however, are high. Misreading 
culture can ultimately destroy a company’s value. In fact, 
our PwC M&A report Creating value beyond the deal 
found that 65% of acquirers say cultural issues hampered 
the creation of value in their last deal.4

There needs to be a value creation blueprint for 
culture in New Energy.  
Many interviewees from acquiring companies intuitively 
understood from some of the steps needed to address 
culture in dealmaking. They did so in different but 
complementary ways. In our framework set out in Exhibit 
2, we have captured some of the steps as a guide to 
prompt thinking and begin to carve out what makes up 
your value creation blueprint when you are at your pre-
deal planning phase.

This is an emerging and complex space to invest in. 
Acquisitions in New Energy are very much a new asset 
class for most companies. Successfully executing these 
transactions is therefore a complex undertaking. Having 
the right advisory support which understands this 
emerging complexity is critical.

As energy companies scan the landscape for potential new acquisitions, it is essential to be mindful of the criticality of 
culture. Indeed, culture should be treated with as much importance in a deal as the valuation multiples. Ultimately, it will be 
those who can fuse financial engineering with culture management who will emerge as winners in the New Energy space.

3   The Critical Few by PwC Strategy&, part of the PwC network. The Critical Few. https://www.pwc.com/gx/en/services/advisory/deals/deals-report.html 
https://www.strategyand.pwc.com/gx/en/insights/books/the-critical-few.html

4 PwC, Creating Value Beyond the Deal: M&A. February 2019: https://www.pwc.com/gx/en/services/advisory/deals/deals-report.html
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