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Abstract
Responding to an increasingly complex and competitive business climate, the last decades have
seen a rise of various transformation alternatives for companies to consider. Whereas the field of
M&A and divestitures have been devoted substantial academic attention, less research have been
directed towards the unexplored phenomenon of demergers. Using a process oriented
perspective, the purpose of this study is to explore the demerger process and its adherent phases.
By identifying critical factors affecting the process, the aim is to establish a better understanding
for how a demerger unfolds. The study takes on a qualitative case study approach, conducted on
two companies depicting differing contextual settings. Our study suggests that demergers follow
a similar process structure as merging companies, going through three sequential phases; predemerger phase, demerger execution phase and post-demerger phase. The study further identifies
planning, leadership coordination skills, operative communication and capability creation as
critical factors affecting the process. In addition, the study also stresses the risk of capability
losses and the identification of a transition period initiating the post-demerger phase. As such,
the study indicates that the demerger phases should not be seen as separate steps, but rather as a
process of overlapping and interrelating phases. Finally, we advise future research to include
demerging companies in which the level of integration prior to the demerger is higher, but also to
scrutinize each of the three phases in more detail.

Keywords: Demerger, disintegration, process, M&A, organizational change, case study,
separation
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1 Introduction
1.1 Background
Over the recent decades, many corporations have been exposed to an increasingly complex
business environment. Changes in economic regulations, intensified globalization and strong
economic growth have resulted in a more competitive and unforgiving business climate (Caiazza
& Volpe, 2014). Responding effectively to these challenges has led many organizations to
evaluate their business model and implement transformation initiatives (Isom & Tiemann, 2014).
From a strategic standpoint, there are many different methods that can be used to improve
financial conditions and growth potential within a company. Acquiring or merging with another
corporation are options that many times provide access to new customers, knowledge within the
target company and a larger revenue stream (Bodie et al., 2013). Over the past 20 years, the
number of mergers and acquisitions (M&A) has increased significantly, making them an
essential part of the global economic landscape (Barmeyer & Mayrhofer, 2008). In varying
industries, pursuing M&A deals has become increasingly popular and in 2014 global M&A value
increased by 47%, reaching over US$ 3.5 billion (Thomson Reuters, 2015). In a similar manner,
divesting a business unit and splitting up corporations into subdivisions can provide an equally
appropriate strategic tool. According to EY’s Global Corporate Divestment Study, divestments
and similar transactions are now a fundamental strategy for many businesses (EY, 2014).
Selling off parts of a company can be a strategic choice deliberately made to improve a
company’s position, narrow its core business or because of temporary opportunities in the
market. Consequently, there is a wide range of reasons to why a company decides to divest or
restructure its business. However, even though not all business separations are due to failed
collaborations, research shows that merged companies many times fail to achieve the anticipated
results (Thompson et al., 2010). Differences in corporate culture and management style,
overestimation of cost-savings and reluctance to change among employees are some of the
reasons that can lead to failure. Because of the difficulties with merging two separate units,
failure rates among M&As are reported to be as high as 70% (Christensen et al., 2011), resulting
in scenarios in which the involved companies choose to demerge. A demerger refers to the
disintegration of previously merged companies or business units. In contrast to an M&A, which
is focused on the fusion of firms, the demerger process illustrates the separation of an entity into
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new separate companies. As with the case of a merger, a demerger could be an equally complex
and challenging task to manoeuvre (Breen, 2005).
1.2 Problem discussion
As the field of M&A successively has grown to become a significant phenomenon within the
corporate world, research on why and how companies merge with other firms has increased
considerably. During the last decades, researchers have in particular stressed issues related to
cross-border and international M&As (Buckley & Ghauri, 2002). Much of the research has until
now been focused on the actual integration process that firms go through, but also the phases
leading up to an M&A. While there exists extensive literature on the notions of combining two
entities in an M&A, less research has been done on the break-up of companies. This research gap
was highlighted by Coyne and Wright (1986) who proposed that attention should be focused on
the process of demergers as a result of the many M&A failures. But still, almost three decades
later, demergers have yet to capture the attention of researchers and scholars (Hoare &
Cartwright, 1997). The small body of research available on company separations tend to focus on
financial implications, such as announcement effects on stock markets as well as comparisons of
short- and long term performance effects between two separated companies (Veld & VeldMerkoulova, 2009; Kirchmaier, 2003; Nixon, 2015). However, the actual process of separating
two companies in a demerger has to a large extent been neglected by previous research and needs
further exploration. Current M&A literature typically separates the process of merging two
companies in three different stages; pre-merger phase, execution phase and post-merger phase
(Meckl, 2004; Appelbaum et al., 2000). Since a demerger is an equally complex and challenging
operation (Hoare & Cartwright, 1997), it is reasonable to assume that the demerger process can
be divided into similar sequential stages (Schweizer & Lagerström, 2014; Donaldson, 1994); predemerger, demerger execution, post-demerger. While each and every one of the phases have
been scrutinized in the context of an M&A, very limited attempts have been made to study the
process of a demerger.
1.3 Research purpose and contributions
Considering the limited research on demergers and the increased occurrence of corporate
splittings, the purpose of this study is to explore and identify critical aspects of the demerger
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process. By dividing the demerger into three distinct phases, the aim is partly to achieve a better
general understanding of the process as a whole, but also to identify specific factors affecting
each phase of the demerger process. Included within the term factors are critical and demergerspecific activities, events or aspects that impact, guide or influence the process. Accordingly, the
following research questions are proposed:
•
•

How does a demerger unfold?

What are the main factors affecting the demerger process?

The contributions of this thesis are both theoretical and practical. By investigating the underlying
factors affecting the demerger process, the study will both contribute with valuable insights to
the unexplored research field of demergers and to existing M&A literature. Considering the fact
that research on demergers is highly limited, our study will help to build a sound foundation and
general base of knowledge that can help to explain how and in what ways demergers unfold.
Separating the demerger into major phases and adherent factors, the study will further increase
understanding both for the process as a whole and for specific critical parts. By establishing a
deeper understanding for the demerger phenomenon and how the process of a corporate
separation unfolds, the study will also give empirical insights into the challenges and managerial
tasks that are related to a demerger. From a practical standpoint, this study has significant
implications for senior managers and corporate-level decision makers who face the challenge of
demerging a business. By providing a comprehensive depiction of the demerger process, this
study will enable managers to prepare for and more effectively manage the operational aspects of
separating a business.
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2 Theoretical framework
2.1 Demerger - A process oriented approach
To address the research questions posed in the preceding chapter, this study provides a
theoretical framework that integrates existing research across several different disciplines. The
aim of the framework is not to describe the reality, but to establish a foundation that could prove
useful for theoretical and empirical examination of the demerger phenomenon. By integrating
these streams of literature, the framework proposes critical factors that may emerge during the
different phases of the demerger and thus, affect the unfolding of the demerger process. Since the
early 1990s, the view of an M&A transaction as a distinct process with various interconnected
stages has been given a lot of attention both among academics and practitioners (Meckl, 2004)
and today, the process perspective of an M&A is undoubtedly the most recognized approach
among M&A researchers (Birkinshaw et al., 2000). Since a demerger can be portrayed as
consisting of similar stages, this study adopts a process perspective to examine the demerger
phenomenon. By a process perspective, this study refers to process as the order and sequence of
events in an organization’s existence over time (cf. Van de Ven & Poole, 1995).
2.2 Reasons to demerge
By reviewing possible causes to M&A failure, this section provides an insight to why two or
several firms may choose to execute a demerger.
Almost all critical business decisions are based on multiple and specific motives. Finding causes
to why corporations decide to demerge or end a collaboration is a first step in understanding the
demerger process. A corporate break-up can in many ways be seen as the result of a failed M&A,
or that the involved companies for other reasons believe that they will benefit more by operating
individually. Drawing on M&A literature, there are many different reasons to why mergers fail.
While some researchers stress inability to reach anticipated financial synergies and other
economic factors (Bekier et al., 2001), others focus on more non-financial issues like differences
in corporate culture, insufficient communication, lack of planning, poor strategic fit or HRrelated issues (Milligan, 2014; Cartwright & Cooper, 1993). Because of structural and cultural
differences between two merged companies, achieving synergies and cost-saving effects can be a
highly challenging task. The difficulty of merging two cultures is often underestimated and
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composes a significant reason to why a merger could fail (Cartwright & Cooper, 1995). In order
for a merger to be successful, Epstein (2004) proposes seven key determinants that are
necessary: due diligence, deal structure, strategic vision, strategic fit, pre-merger planning, postmerger integration, and external environment. Not achieving any of these success factors may
lead to serious negative consequences or cause the merger to fail.
There are also uncontrollable external factors impacting the collaboration between two merged
companies. For instance, the general economic climate and the strength of a specific market are
circumstances that potentially could affect a company’s business opportunities in a negative way.
Demography and buying power within a certain region will influence demand for products and
services, often impacting different industries in varying ways (Daniels et al., 2013). Hence, the
tolerance and sensitivity for economic downturns will vary among corporations. For companies
merging across country borders, political and legal factors also need to be considered. Variations
in governmental or legal policies may require a firm to alter its operations, forcing it to find new
ways of doing business (Rees & Edwards, 2009). Cross-country differences may also imply
differences in taxation, tariffs, customary fees and regulatory conditions, all with the possibility
to impacting the relationship between two merged companies (Hemphill, 2010).
Consequently, the decision to demerge can be caused both by financial motives but also by more
soft variables related to human and organizational aspects. However, while some corporate
breakups are the results of failed M&As, others take place because of changes in strategic
outlook. Thus, a company might choose to demerge parts of the corporation because of
favourable market opportunities or to rearrange its business portfolio (Mankins et al., 2008).
Some managers strategically divest parts of the business and use timing to maximize the value of
the divested units. Concerning M&A-activities, business unit-size is said to be a critical
influence in divestment decision-making, since the size affects the integration and possibility of
creating synergies in merged entities. Not only is size related to many different kinds of
divestment reasons, but it also affects what organizational levels that are involved in divestiture
decisions (Duhaime & Baird, 1987). Combining different parts of M&A literature, Schweizer &
Lagerström (2014) propose that demerger motives can be separated into three different
categories: 1. Economic motives, meaning when anticipated synergies in a merger not have been
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reached and when companies have higher value when they are separated rather than when they
are merged. 2. Organizational motives, when a demerger is made to decrease the level of risk by
directing focus on core business activities. 3. Managerial motives, a demerger is conducted
because of prestige among managers or personal interests. In turn, these motives can be seen as
the fundament on which management base their decisions.
2.3 Pre-demerger phase
The pre-demerger phase is initiated by the decision to demerge a previously acquired business
unit. Derived from M&A and Change management literature, the following section suggests that
the key critical factor in the pre-demerger phase primarily concerns the planning of the
demerger. This includes issues related to people management, time management and
communication.
As defined by Appelbaum et al. (2000), the pre-merger phase is the period in which the decision
to merge is made and the operation is planned, but no integration and legal actions have been
conducted. In the case of a demerger, once the decision to demerge has been taken, the
separation has to be planned before it can be executed (Tate, 1999). Whether a company is about
to go through a minor organizational change, divestiture or a total restructuring, one of the most
critical tasks that management have to accomplish is planning (Cascio, 2005). Without a
comprehensive plan, even minor problems can cause severe damage within the organization and
lead to additional workload and costs for the involved parties (Gaughan, 2011). Not setting a
correct time-line for the change and not managing and assigning people with the right duties are
common mistakes when preparing a transformation (Cascio, 2005). During organizational
change, managing time is an essential task since it affects managers’ choices connected to
resource allocation, timing and the urgency of future corporate activities (Huy, 2001). In the predemerger phase, management will have to conduct risk analysis, set out goals for potentially new
corporate culture and identity, who will be in charge and how the disintegration should be
operationalized (Tate, 1999). In the case of larger divestitures and transformations, some
organizations will find it challenging to distribute and divide competence, resources and
employees. Hence, splitting an organization may lead to a scenario in which business divisions
will lose knowledge and skills to other units (Gole & Hilger, 2008). Planning for potential
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challenges that newly separated companies might encounter and making sure that the right
competence will be available after the demerger is therefore key to a successful operation.
Since a demerger concerns the separation of employees, facilities and operations, it could be
argued that the sheer scale of organizations is a critical issue that affect both the planning and the
operationalization of the event. Enterprise size is something that generally is recognized as a
factor that influences organizational behaviour, as there are significant structural differences
between larger corporations and small to medium-sized enterprises (SME). Welsh & White
(1981) stress differences in utilization of resources, policy procedures and organizational
composition, meaning that small and large firms require different management approaches.
Moreover, external forces tend to have more significant impact on smaller organizations
compared to larger firms. Economic fluctuations and changes in governmental regulations, tax
laws and interest rates normally affect the expenses of small firms to a larger degree (Welsh &
White, 1981). In general terms, big corporations are usually bureaucratic and necessitate
formalization in order to coordinate their business. Therefore, the level of standardization and
fixed routines are likely higher in those kinds of organizations (Ghobadian & Gallear, 1997). In
contrast, SMEs tend to have a more organic structure, in which standardization is not as common
and working relationships are more informal and loose. Regarding the higher level of control
given to owner-managers in small enterprises, the methods for planning organizational changes
in larger corporations might not be applicable in smaller firms (Wyer & Mason, 1999). As for
external factors, large corporations normally react slower to environmental changes while
planned internal changes are easier to attain in smaller organizations (Ghobadian & Gallear,
1997). Hence, it is reasonable to believe that enterprise size is a vital factor impacting the
planning of a demerger.
Another area in the case of corporate transformations that has to be dealt with and planned is
communication (Kitchen & Daly, 2002) But what to communicate, when and to whom is a
difficult challenge to handle, especially in the pre-demerger phase when the official
announcement of the demerger has yet to reach the public domain (Tate, 1999). Fully
communicating future organizational changes to internal and external stakeholders at an early
stage in a transaction process can be fatal since the final outcomes are often not known at this
!

""!

point (Schweiger & Denisi, 1991). Communicating once facts are known in a timely manner is
thus an efficient way of reducing uncertainty and confusion among staff members (Young &
Post, 1993). Fluctuations in the general economic environment, the board changing its mind and
day-to-day operations starting to suffer are all circumstances that might make full
communication impossible (Tate, 1999; Schweiger & Denisi, 1991). On the other hand, not
communicating sufficiently can lead to estrangement, as employees feel as if they are not part of
the process (Gopinath & Becker, 2000). Not only is it important to regularly update staff
members, but it is equally important to plan the communication with external stakeholders.
2.4 Demerger execution phase
When the deal has been completed, the demerger process enters its second phase, that of
practically disintegrating the firms. Drawing on writings on M&A integration and HR-related
issues, and project management, the section outlined below highlights leadership coordination
skills and specific ending-competence as critical factors when disintegrating two firms. In
addition, the aspects of timing and operative communication are argued to be especially critical
for the disintegration.
In M&A literature, researchers advocating the process perspective school of thought primarily
focus on the actions required by management to guide the integration of firms (Birkinshaw et al.,
2000), as it is one of the most important issues to be dealt with in an M&A (Pablo, 1994).
Creating a single legal entity from two previously separated organizations is a complex task and
requires the integration of managerial and cultural viewpoints, physical assets, product lines and
technologies (Shrivastava, 1986). Equally complex, is the disintegration of firms where the
separation of shared systems, processes and functions can create similar challenges and risks
(Nixon, 2015) but in the reversed manner. Hence, existing M&A integration literature could
prove a useful tool when trying to understand the disintegration process of firms (Hoare &
Cartwright, 1997). The integration phase of an M&A refers to the process two companies
undergo when combining their organizations and is typically initiated once the formal
announcement of the M&A has been made (Schuler & Jackson, 2001). For some researchers,
this is the most critical phase since it is here that actual value of the M&A is being created
(Haspelagh & Jemison, 1991). Among the primary factors for a successful integration is
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leadership competence, as suggested by Gomes et al. (2013). A lack of decisive actions when
establishing a clear company direction from top management, will make the integration process
considerably more complex (Gomes et al., 2013). A successful integration process is thus
dependent on leadership coordination skills that enable organizational as well as cultural
alignment. Top management need to act proactively and set clear objectives that correspond with
the overall strategy of the newly formed organization (Gomes et al., 2013). Equally important is
effective leadership and coordination skills in the disintegration process of firms, especially if the
demerging businesses are heavily intertwined prior to the separation (Pickering, 2002). Managers
who lack previous experience from separating two business units are likely to have their
coordination skills tested since the disintegration process will have to proceed alongside their
normal work (Bartram, 2007; Breen, 2005). Drawing on business process reengineering
literature, the disintegration process of firms can be understood as a form of business closure
involving both company-internal as well as company-external parties. Havila et al. (2013) argue
that companies choosing to restructure through business closure will need specific endingcompetence when dealing with these parties. During a business closure, both internal as well as
external commitments must be handled simultaneously, which adds significant complexity to the
managerial task. In addition to the competence required for normal managerial purposes,
managers must possess special managerial skills and understandings connected to the closure
(Havila et al., 2013).
Literature focusing on the human side of M&As typically centre around how employees
experience and respond to the announcement of an M&A and the subsequent organizational
integration. Among the theoretical themes that have formed the basis for explaining employees’
initial responses to the M&A announcement, is anxiety theory (Myeong-Gu & Hill, 2005).
Although the degree of anxiety that one experiences is a highly individual matter, and thus likely
to vary across individuals, organizational changes as those associated with an M&A has been
identified as a general source of anxiety among the broad base of employees in organizations
(Myeong-Gu & Hill, 2005). In an M&A context, anxiety among employees normally arises
because there is a large uncertainty and insecurity about the future. Furthermore, expectations of
separation or the frightening situation of having a relationship changed or drastically ended, may
lead to separation anxiety. In his study of mourning and grief in organizations, Rosenthal (1985)
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noted that the failure to acknowledge and handling with the breaking of affectional bonds
generally resulted in resistance and depressive actions. Since the disintegration phase initiates the
actual separation of two previously integrated firms, similar disruptive emotions as the ones
associated with the integration phase of an M&A, are likely to occur. Like any other
transformational change, the disintegration of firms ought to be a stressful experience for most
people involved in the process. Senior managers leading, and implementing the disintegration of
two firms will most certainly suffer a heavy workload with a high pressure to meet deadlines
whereas employees might experience uncertainty and insecurity, worrying about the adverse
effects on their jobs (Tate, 1999). Thus, the human issues associated with the integration of two
firms are arguably, to a large extent applicable in the context of the disintegration of two firms.
Communication remains critical to a successful integration in the M&A-execution phase as it is
one of the primary interventions suggested for reducing the anxiety-related stress that often occur
in the integration phase (Myeong-Gu & Hill, 2005). However, anxiety-related stress and other
negative feelings have often been found to be caused by unreliable information about the future
(Weber & Tarba, 2010). As such, the notion of accurate, honest and frequent communication
following the announcement of an M&A is essential (Weber & Tarba, 2010). Since the
disintegration of firms is likely to bring along large amounts of uncertainty and insecurity, the
notion presented by Weber & Tarba (2010) about accuracy and honest, has important
implications for the disintegration of firms as well. As top management become more able to
provide timely, accurate and honest information as further details about the demerger are known,
it is likely that the issuance of information will be considerably more effective when the deal has
been completed. Pickering (2002), argues that communication can function to reduce a
divestiture’s impact on the ongoing business activities as it will show a clear strategic direction
to shareholders, reduce uncertainty among the staff and clarify the impact on customers. In
describing the process of a business relationship ending, Tähtinen & Halinen (1999) suggest that
two partners engaging in a business relationship dissolution must not only consider the
consequences with regards to themselves but also the broader network when implementing a
dissolution. Similarly, a disintegration of two firms will not be limited to impact the organization
implementing the actual disintegration, but also reach other actors in their network. Tate (1999),
suggests that a company undergoing a demerger must be inclusive i.e. communicating as fully as
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possible, towards all the relevant stakeholders such as investors, customers, suppliers and the
community.
2.5 Post-demerger phase
Once the disintegration is completed and the involved firms operate separately, either on a
stand-alone basis or under a new corporate umbrella, the demerger process reaches its final
phase. The post-demerger phase highlights new identity creation and the challenge of building
new capabilities as the most critical factors.
Whereas the previous stages in the demerger process comprise topics such as the initial
discussions leading up to the decision to demerge a business unit, how to plan the disintegration
and how the actual disintegration unfolds, the third phase; post-demerger, refers to the launch of
the new company or business unit (Donaldson, 1994). M&A literature describes the post phase
as to starting with a blank slate in a new organization (Appelbaum et al., 2000). From an
employee perspective, the post-merger phase is associated with concerns about the scope of new
tasks, responsibilities and where one stand in the new organization. In order to tackle these
challenges, M&A literature suggest managers need to help their employees “let go” of the past
and instead build a new work team culture and identity (Marks & Mirvis, 1992). One of the more
important questions for top management to handle following an M&A is what the organization’s
identity should look like.
The identity of an organization refers to how an organization thinks about itself and how it would
like to be viewed by others (Brooks et al., 2005). As suggested by organizational identity
researchers, corporate identity comprises elements such as culture, products and communication
and is heavily rooted in the organization’s values, symbols and artefacts. Shaping a common
organizational identity following an M&A can thus be a delicate challenge. Kleefeld (1999)
proposes three responses for two organizations’ merging to take when building a common
organizational identity: (1) let one organizational identity dominate, (2) form a hybrid identity
that integrates aspects of both organizations’ previous identities, (3) create an entirely new
organizational identity with new values, symbols and a new company culture. Each approach
represents both pros and cons. Letting one identity dominate could generate a “winner/loser”
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relationship within the merged organization whereas a hybrid identity may signal equality, but
also lack of vision. By leaving old identities behind and forming a new identity, the opportunity
to communicate a fresh beginning arises (Kleefeld, 1999). From a post-demerger perspective,
creating a new organizational identity is perhaps the response that arguably is most suitable for a
newly demerged entity. As argued by Tate (1999), a demerger enables companies to hold its
former culture, values and norms up for examination and reflect on how these elements have
influenced the success of their business. In that sense, a company’s identity is more or less
shaped by the demerger.
Drawing on writings related to business start-ups, the post-demerger phase can be argued to
resemble the situation new businesses face when they start up their operations. New businesses
are generally considered to be vulnerable in their start-up period with several difficulties facing
them (Watson et al., 1998). Issues related to human and organizational capital, the competitive
environment as well as public policies are some of the most cited challenges that new business
ventures face in their initial years of operations (Peña, 2002). For a recently demerged firm that
resides in the post-demerger phase, similar challenges could arise. Pickering (2002) identifies
new leadership, developing a new strategy, putting commercial services in place and the
implementation of new business processes as some of the new capabilities that may need to be
built in order for a new firm to operate after a demerger. Since the emergence of disruptive
events and challenging tasks often require the formation of new working processes and values,
creating new capabilities can thus be seen as a way for corporations to cope with change
(Christensen & Overdorf, 2000). If heavily integrated prior to the demerger, building capabilities
is likely to be an even greater task. In relation to this, the matter of corporate structure and
organizational size adds a significant point to the discussion. As argued by Oertel & Walgenbach
(2012), larger organizations possess higher capabilities in both financial and human capital
compared to smaller ones, which is why larger organizations are more likely to better handle the
challenges that arise when changes in the ownership structure of an organization occur. Oertel &
Walgenbach (2012), additionally note that the relative loss of know-how may be more
observable in smaller organizations’ than larger ones since smaller organizations tend to be less
formalized in terms of organizational routines and procedures. Furthermore, the ability to adapt
the organization according to new circumstances in the post-demerger phase is likely affected by
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both corporate structure and organizational size. Having an organization with fewer hierarchical
levels and less fragmented departments means that decisions can be made in a faster and more
direct way. Compared to a large multinational corporation, an SME can in essence operate with
only a few managers with strategic control. Considering the multitude of management layers,
decisions in larger corporations tend to involve more coordination and time (Ghobadian &
Gallear, 1997). Thus, having a flat organizational structure usually implies a more flexible work
environment with fewer stakeholders to consider.
2.6 Concluding conceptual model
Derived from the implications of the literature review, the conceptual model presented in Figure
1. is composed by a set of suggested critical factors that will help describe and explore each
phase of the demerger process. As for the pre-demerger phase, planning has been identified as a
critical factor, with the key planning activities concerning people, time management and

Figure 1. The demerger process

communication representing subcategories. Once the decision to demerge has been taken,
emphasis has to be directed towards carefully designing and assessing a comprehensive plan for
the demerger that take into consideration; assigning the right people to the right roles, the timeline for the change as well as the upcoming communication. As the process progresses and enters
the demerger execution phase, focus is put on leadership coordination skills and operative
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communication. The issuance of information is expected to commence when the deal has been
signed, since communication is likely to be most effective once all the details about the demerger
are known. The third phase of the demerger process, the post-demerger phase, is argued to
include the factors of new identity creation and new capability creation. Once demerged,
deciding what identity to create both internally and externally will be an urgent priority for top
management. Launching a company subsequent to a demerger might come with several
difficulties and the creation of new capabilities is expected to enable the newly formed company
to operate fully. As illustrated in Figure 1, it is suggested that organizational size may have a
decisive impact on all of the three demergers phases.
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3 Method
3.1 Research design
Considering the fact that there is a lack of research regarding the demerger process and that little
is known about how corporate separations unfold, this study takes on an exploratory approach
with complementary descriptive elements. In order to address the aim and purpose of the study,
we have chosen to conduct two qualitative case studies in which companies go through the
demerger process. Since very few attempts have been made to scrutinize and investigate the
different stages of a demerger, there exist limited insights into the separation process and the
different factors affecting it. Applying an exploratory research design is therefore adequate, since
the research problem is unexplored and information about the targeted research phenomenon is
scarce. Exploratory research has proven to be a suitable way of investigating problems that are
unstructured and when the underlying understanding is poor (Ghauri & Grønhaug, 2010).
Consequently, since the purpose of this study not is to test a specific theory or model, new
insights surrounding the demerger process can be added by exploring it in a holistic manner. Not
limiting the study to a fixed set of variables also means that all parts of the demerger can be
analyzed, further offering flexibility as new pieces of information gradually are acquired. Given
that the aim of the study partly is to identify and explain important factors that affect the process,
this study will also take on research of descriptive nature. In order to achieve a better
understanding of the demerger as a process, it is important to describe what activities and what
stakeholders that constitute and take part in each demerger phase. Thus, a descriptive approach
will help to illustrate a thorough image of the demerger, as each phase can be described
according to a compartmentalized time-frame. As stated by Saunders et al. (2012), descriptive
research can be used to depict characteristics or specific features of a phenomenon being studied.
By using a combination of an exploratory and descriptive approach, it is possible to investigate a
problem that has no definite or clear set of outcomes, but also to define the demerger as a process
and the context is which they occur.
Conforming to an explorative and descriptive approach, a qualitative method is argued to be
suitable (Ghauri & Grønhaug, 2010). Hence, the focus of this study is to capture a wide range of
aspects regarding the demerger process, achieving a broad view and explaining it as a process
oriented phenomenon. As for this study, a qualitative method is motivated as emphasis is
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directed towards achieving a deeper understanding of the phenomenon but also to study it with
regards to its context. Reflecting on the human and contextual aspect of a demerger, a qualitative
method is appropriate, since social, environmental and institutional aspects are often hard to
address using quantitative research methods (Bryman & Bell, 2011). Since stakeholders involved
in a demerger hold substantial amounts of information and knowledge, retrieving data from
respondents with an inside perspective was vital. Performing qualitative case studies thus means
that the process can be studied in-depth, leaving room for complexity and a multitude of different
outcomes.
3.2 Research strategy
As this study sets out to investigate a contemporary phenomenon within a real-life context,
namely, that of an organizational transformation process, a case study has been identified as the
appropriate research strategy to employ. The choice of using a case study to investigate how the
process of demerging a combined entity unfolds is enhanced by the fact that a majority of the
most influential M&A process studies argue for the case study approach, as it is a good way to
get a detailed and thorough view of the study object (Bengtsson & Larsson, 2012). Additionally,
Yin (2003) emphasizes the use of a case study method when the study seek to answer “how” a
particular phenomenon unfolds through a process over time, or when addressing exploratory
“what” questions. The choice of using a case study research strategy is thus further strengthened
considering the aim of this study is to identify what factors influence how a demerger process
unfolds.
When planning how to design the actual case study, Yin (2003) presents four types of designs
along two dimensions that share the same characteristic of analyzing the contextual conditions in
relation to the case itself, but differ in terms of the number of cases and units included and
analyzed in the study. Since this study aims to investigate the demerger process, partly by
looking at it from two different perspectives, choosing a multiple-case study is appropriate.
Moreover, as it is the nature of the process itself that constitutes the unit of analysis, the research
design is strictly holistic. Although a single-case study design may be an appropriate design
under many circumstances, it usually lacks the robustness and generalizability associated with a
multiple-case study design (Eisenhardt, 1989). Using a holistic multiple-case design will enable
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the application of replication logic with independently analytical conclusions arising from each
case.
3.3 Case selection
In order to capture as many different aspects of the demerger process as possible, the selection of
two separate and diverse cases were required. However, the aim of this study has not been to
conduct a strict comparative study between two cases, but rather to approach one phenomenon
from different angles. Following the suggestion by Eisenhardt (1989), two cases have
deliberately been chosen to depict different organizational and industrial contexts such as
organizational size, industry and products. Doing so will enable the discovery of demerger
common features and discrepancies (cf. Söderholm, 2008). Requesting a differentiated
representation, the cases selected for this study are ICA Gruppen AB’s demerger of ICA Norway
in 2014 and the 2009 demerger of IT-company Wipcore, resulting in two independent
companies, Wipcore and Brightstep. Choosing cases that have taken place within a relatively
recent past was an important selection prerequisite, as it increases accessibility to personnel that
were involved in the process and reduces the risk that too much time-passing will skew
respondents’ recollection of the events.
Whereas both companies have undergone a recent demerger, the case firms are highly dissimilar
in a variety of ways. Firstly, by studying demergers within organizations that differ significantly
both in terms of revenue and numbers of employees, the possible contextual implications and
complexity of size can be regarded. Whereas ICA is one of the largest retail companies in
Scandinavia, Wipcore is a firm of considerably smaller size. Each case company also represents
different industries, with Wipcore involved in IT and IT-consultancy and ICA present within the
grocery retail market. Reflecting on the fact that there exist different kinds of demerger
transactions, finding two cases with different deal-structures were also sought after. Whereas the
first case involves a demerger whereby ICA sells a business unit to another company, the second
case represents a demerger where a company splits into two independently managed companies.
In addition, the fact that ICA is demerging parts of its business in a foreign market implies that
cross-border implications of demergers also could be captured. Investigating two different kinds
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of demergers will likely provide a more diverse and comprehensive image of the demerger
phenomenon, as both cases will add unique and complementary contributions.
3.4 Data and data collection
In order to obtain relevant and insightful information about the demerger process, data has
primarily been collected through semi-structured interviews with key personnel from the case
firms. According to Ghauri & Grønhaug (2010), semi-structured interviews are especially useful
in research of exploratory character. As for this study, broad themes and open-ended questions
were formulated along the three major phases of the demerger process, not leading the
respondent into specific answers but at the same time making sure that certain topics were
brought up (See Appendix 1 for Interview guide). The use of open-ended questions enable the
interviewees to respond according to their own thinking, not constraining the answers to a
number of pre-set alternatives (Yin, 2003). Since a demerger involves a series of interrelated
operations and could be considered as a rather complex event, it was vital to assure that
respondents were given the opportunity to elaborate freely. This semi-structured disposition
enabled in-depth discussions and the possibility to incorporate additional questions on an ad-hoc
basis, but also ensured the potential of cross-case comparisons. Nevertheless, performing
interviews also place high demands on the interviewer. Data gathered from semi-structured
interviews are often value-laden and include information of personal and attitudinal character
(Ghauri & Grønhaug, 2010). This calls for sensitivity and caution when sifting and managing the
interview material. Background and personal variations could also lead to differences in
interpretation and perceptions, both among the interviewer and the informant. Consciousness of
interviewer-bias and the respondents’ personal relationship to the case companies is therefore
needful.
Since the decision to demerge an organization is an internal corporate matter, it was vital that
data was collected from key stakeholders within the case firms. As this study aims at
investigating different stages of a process, interviewing people that were in charge of the initial
decision and the execution of the separation was pivotal. Further, in order to capture a
comprehensive and balanced picture of the process, respondents from different managerial levels
and positions were needed. Thus, by interviewing members of the executive management, as
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CEOs and senior vice presidents, as well as lower level staff members, the aim is to portray a
holistic view of the demerger process. As illustrated in Table 1, the group of selected
respondents were thus composed by; SVP of Strategy and Business Development at ICA, SVP of
Corporate Communications at ICA, Norwegian Store Manager at ICA, information and media
officer at ICA Norway, CEO and founder of Wipcore, CEO and founder of Brightstep and a
Business Area Consultant at Brightstep. Whereas the demerger was led by SVP of Strategy and
Business Development at ICA, both the CEO and founder of Wipcore and Brightstep were in
charge of the Wipcore demerger. All of the interviews were conducted either on-site at the
respective case company or via telephone, each lasting between 30-60 minutes.

!
Table 1. Overview of interviews

To complement the material collected through interviews, data has also been gathered via
secondary sources. For both cases, secondary data was primarily collected from annual reports,
corporate press releases, research articles and public press. Using additional material not only
enables a deeper understanding of the research question, but also widens the base from which
scientific findings can be drawn (Ghauri & Grønhaug, 2010). By adding external information
from secondary sources, a more comprehensive picture could hence be illustrated of the two
cases and of demergers as a phenomenon.
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3.5 Data analysis
In order to create structure and to facilitate the review of the collected material, all the case
interviews were transcribed. Each interview was then carefully processed, where responses and
key notions were highlighted and divided into different categories. One important characteristic
of qualitative analysis is breaking down and dividing a phenomenon into its constituent parts, in
turn making it possible to sort out and clarify important aspects (Ghauri & Grønhaug, 2010).
Since the study concerns two cases, data was first separated within the frame of each case and
later analyzed in cross-case comparisons. Interview responses have primarily been categorized
according to the three major demerger phases. In that way, the material could be structured to
follow a chronological time-line, which also helped to distinguish demergers as a process
phenomenon. By doing this, the transcripts could be abstracted, enabling the identification of key
aspects regarding the demerger process and its different stages. The empirical findings were then
contrasted and analyzed in relation to the theoretical model, meaning that data from both cases
could be reconstituted in a more structured manner. Comparing two separate cases and
contrasting the findings with theory meant that commonalities and differences could be sought
after. Considering that interviews tend to be affected by opinions and feelings of both the
respondent and the interviewer, transcribing and categorizing the collected data also meant that
biased or unessential material could be filtered out (Saunders et al., 2012).
3.6 Presentation of empirical data
In order to best illustrate a demerger as a process, the empirical findings were presented
narratively in chronological order, following the time-line in which operations were conducted in
each case. Transcribing the interviews meant that interviewee responses could be turned into a
focused and more manageable set of data. Moreover, the empirical findings could thus be
structured around specific topics, categories and stages of each demerger. Ordering findings by
occurrence is argued particularly suiting when conducting case studies or using a process
approach (Ghauri & Grønhaug, 2010). Because of the contextual differences between the two
cases and the effect that this difference could have on the respective demerger, each case was
presented separately. Quotations have been used to emphasize and highlight important aspects, in
turn achieving a more accurate illustration of the respondents’ position on given topics (Saunders
et al., 2012).
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3.7 Research quality and trustworthiness
Using a process perspective has enabled us to approach both demerger cases in a similar manner.
By separating key phases, the process could be analyzed in a systematic and consistent way,
even though the context in which they occurred were significantly different. Therefore, the fact
that the case companies differed in size, industry and economic measures did not mean that they
could not be approached in the same manner. Rather, the contextual differences only increased
the possibility of capturing multiple aspects of the demerger process. The question of whether
the study has been able to capture what it was set up to capture and whether the results obtained
within the study are true, is an issue of validity. Interviewing multiple respondents on different
organizational levels is a way of increasing the likelihood that the research phenomenon has been
portrayed orderly (Bryman & Bell, 2011). Using two separate cases of different character and
contextual settings is also something that strengthened validity, as the phenomenon of a
demerger could be approached from multiple angles. External validity refers to the issue of
knowing whether the findings of a study are generalizable beyond a specific case (Yin, 2003).
Given the exploratory nature and the use of case studies in this study, there is a restriction in how
generalizable the findings are to other demerger cases. The aim has been to find key aspects and
elements of the process that can help understand the phenomenon in a more holistic way.
However, broadening the knowledge base for an unexplored phenomenon is not to state that all
demergers are necessarily the same.
3.8 Demarcation and limitations
Reflecting on the concept of demergers, there is an apparent lack of consensus as to what the
term actually implies. The concept of demergers is surrounded by a definitional variety and is
used in different contexts. Whereas some definitions refer to a demerger as strictly encompassing
the separation of two previously merged firms, others take a considerably broader view, defining
a demerger as to include a plain sale of a business unit by one organization to another. As for this
study, a demerger is defined as the separation of two previously merged companies or business
units. Furthermore, finding two demerger cases that had occurred within a rather short historic
time-frame has been a priority for this study. Using recent cases enhanced accessibility to
respondents that were involved in the events, in turn minimizing the risk of data and recollection
distortion among interviewees. However, whereas a few years have passed since the demerger of
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Wipcore, the case involving ICA is a much more recent occurrence. This implies that there might
be aspects of the third post-demerger phase that have not yet been realized. Consequently, the
third phase of the ICA-case could not fully be dissected, and with more time passing, more
aspects could potentially have been captured. Further, in order to acquire exhaustive insights into
the demerger process and the decisions involved, the primary aim of the data collection has been
to conduct interviews with key personnel at the case firms. Therefore, the group of respondents
have been limited to a few but focused group of interviewees on both executive and lower
managerial levels, representing both sides in each case. In addition, given that the purpose is to
enhance understanding of demergers and how they are dealt with from a corporate perspective,
no external third-party stakeholders have been asked to take part as respondents.
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4 Empirical findings
4.1 ICA Group
With diverse operations spanning five geographical markets, ICA Group is one of the biggest
retail companies in the Nordic region. At the heart of their operations lies the grocery retail
segment, which has been a fundamental part of the company’s business since the foundation of
the firm in 1917. Around the core business of grocery retail, the company has built up various
operations and today, ICA Group includes ICA Real Estate, which owns and manages properties,
ICA Bank, which offers a wide range of banking services as well as pharmacy operations
through the Cura pharmacies and the recently acquired Apoteket Hjärtat. In the end of 1998, ICA
acquired the Norwegian grocery chain Rimi from Stein Erik Hagen, stores that made out the
foundation of what later became ICA Norway. In 2014, ICA had net sales of approximately SEK
87 billion and around 20 000 employees. The company is listed in the large cap segment of
NASDAQ OMX Stockholm.
In October 2014, ICA Group announced the sale of its Norwegian grocery operations ICA
Norway to Coop Norway, affecting 553 stores and more than 3600 employees (ICA Gruppen
AB, 2014). Prior to the announcement, the Norwegian market was ICA Group’s second largest
market and ICA Norway sold groceries for approximately SEK 16, 5 billion a year under the
brands ICA Supermarket and Rimi. The two formats was a combination of stores offering a wide
selection of products at fair prices, small convenience stores with a limited product range and
discount stores offering everyday products at low prices (ICA Gruppen AB, 2011). Roughly 60%
of the stores were wholly-owned and operated by ICA Norway whereas the remaining 40% were
operated as franchises. On 4 March 2015, the Norwegian Competition Authority announced its
approval of Coop Norway’s acquisition of ICA’s Norwegian grocery operations under the
conditions that Coop sold 93 of the acquired stores. Through agreements with competitors
Bunnpris and Norgesgruppen this condition was met on 13 April. The final purchase price for
Coop Norway amounted to SEK 2.8 billion on a debt-free basis (ICA Gruppen AB, 2015)
4.1.1 ICA demerger
Being the fourth largest corporation within the food and grocery industry in Norway, ICA has
since the Norwegian business was acquired experienced both prosperous and challenging times.
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During the years many attempts have been made to refocus and adapt the operations in order to
align with the Norwegian market. However, the last couple of years have been especially
troublesome and losses have averaged around SEK 0,5 billion annually. Seen from a broad
perspective, there were several reasons that contributed to the negative trend and the subsequent
financial issues. Compared to other larger competitors, ICA Norway has been faced with more
unfavourable purchase and logistics conditions, leading to higher costs. Further, not having the
same scalability advantages as other local retail chains resulted in relatively higher costs and
delivery expenses. As stated by SVP of Strategy and Business Development: “having higher
purchasing and logistics costs is a significant disadvantage in an industry that is characterised
by low margins.” Norway not being part of the European Union is also a matter that impacted the
business environment, with fees and tariffs on greengrocery in particular adding to already high
expenditures. The fact that ICA was a smaller actor with lower market share in relation to
competitors also meant that ICA had to bear relatively higher costs for different headquarter
functions. As there are some functions that are necessary in order to conduct business, overhead
costs derived from the Norwegian headquarter meant a higher cost mass in relation to revenue.
Dealing with unfavourable purchase and logistics conditions have in turn negatively affected
pricing strategies and positioning, further impairing ICA’s competitiveness within the
Norwegian market.
In an attempt to streamline the Norwegian business units, ICA had during the years prior to the
demerger, reduced the number of store concepts into a more narrow organizational structure.
Running many different types of stores at once does not only imply high costs, but also adds a
degree of complexity to the management and coordination of the stores. At its peak, ICA ran four
different store concepts at the same time; ICA Maxi, ICA Supermarket, Rimi and ICA Nær.
After store conversions and the sale of ICA Maxi in 2012, only two store concepts remained.
Around 2009, efforts were also made to decentralize the organization, giving more independence
to Norwegian managers, as there previously had existed one head of purchase for the whole ICA
Group. In January 2013, ICA signed a collaborative agreement with their largest competitor
Norgesgruppen, regarding purchase and distribution functions. The collaboration was an attempt
to improve the unfavourable procurement and logistics conditions ICA had and a way of utilizing
scalability to lower costs. However, the Norwegian Competition Authority halted the deal in
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order to investigate whether the agreement could be damaging to overall competition. Whereas
ICA expected a response, several months passed and the authority never announced any final
verdict. Because of this, the deal between Norgesgruppen and ICA was never completed.
Despite all the efforts made to cut costs and improve ICA’s position within the Norwegian
market, senior management at ICA Group realized after the failed collaboration with
Norgesgruppen that the most beneficial option would be to sell ICA Norway. Preceding the final
decision to demerge, the executive management team had exhaustively discussed if every other
possibility had been considered and evaluated. SVP of Strategy and Business Development
explained: “different solutions and the option of demerging the business were processed
extensively within senior management and the board of directors for a long time.” Reviewing all
previous restructuring attempts and potential solutions, they came to the conclusion that a sale
was necessary. At this point, only improving ICA’s own operations would no longer be enough,
since the problems were structural issues within the market. SVP of Strategy and Business
Development described that: “Since purchasing and sourcing is an extensive part of overall
costs in retail, you are more or less doomed if you have a price disadvantage of a couple
percentage units.” With this realization, discussions were held with the board of directors and a
decision to initiate a sale was made during the first half of 2014. The decision to sell was
ultimately made by senior management within ICA Group, whereas managers at ICA Norway
mainly were responsible for maintaining the operational activities. Following this, ICA
approached some of the larger competitors and explained that they were looking at selling their
Norwegian business. As the negotiations took place, ICA representatives explained core issues of
their operations and emphasized the potential and scalability advantages that an acquisition could
carry. As ICA Norway was making losses, it was necessary that ICA helped to explain what
benefits and synergies that could be achieved from a buyer’s perspective. However, as explained
by SVP of Strategy and Business Development: “finding a buyer to a business that is making
substantial financial losses is a challenging task.” In addition, the Norwegian grocery market is
limited to only a few retail chains that would be able to acquire such an organization. During this
period, huge amounts of data and information regarding all of the 553 Norwegian stores had to
be collected and managed.
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Thus, planning for the sale of ICA Norway required substantial due-diligence work and
preparations. As the decision to demerge had been made, a project team responsible for the
demerger was formed, lead by SVP of Strategy and Business Development. Since the sale of
ICA Norway was a large deal including 553 different stores, the project team represented many
different functions and stakeholders. Apart from the SVP of Strategy and Business Development
in charge, the team consisted of an HR-manager, head of tax, head of accounting, CFO, head of
legal department, other members of senior management within the ICA Group but also external
parties like representatives from Handelsbanken’s investment bank, legal advisors from lawyer
firm Thommessen and audit advisors. Considering that the sale involved a very large number of
stores, constituted by both franchisees and company owned warehouses, the legal team played a
vital role in planning as well as during the negotiations. Since most of the Norwegian stores had
separate tenancy and leasing contracts, much time and effort had to be spent sorting out the legal
clauses and terms, as the location of the stores is a vital aspect for a buyer. Planning the
demerger meant that historic financial statements had to be reviewed, legal aspects associated
with the ownership of each store had to be regarded, but also drawing up scenarios for potential
hinders along the way. The investment bank was largely in charge of managing the negotiations
and the sales process, dealing with indicative bids and administrative tasks. As such, these events
followed predefined routines and standards handled by the bank. Throughout the preparation and
negation phase the project team held weekly meetings and continuously reported updates to
ICA’s CEO and board of directors.
As announced in October 2014, ICA reached an agreement to sell ICA Norway to the Norwegian
retail company Coop for SEK 2.8 billion. In order for the agreement to be completed, approval
from the Norwegian Competition Authority was required. The authority later on gave permission
to finalize the deal on the condition that Coop in turn sold 93 of the 553 stores, in order not to
become too strong within certain local markets. During the spring of 2015, ICA announced that
Coop had fulfilled the obligation to resell the 93 stores and that the demerger of ICA Norway
was completed. The transaction meant that ICA Group sold all of its shares in ICA Norway to
Coop, who gained full control over operations and members of staff. From the perspective of
ICA Group, selling all shares of ICA Norway was a much more efficient sales strategy rather
than having to negotiate separate deals for each store to different buyers. Senior management at
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ICA Group estimated that selling subdivided parts of ICA Norway would have been a much
more complex, costly and time-consuming process. Having a significant amount of stores, with
differing tenancy agreements and differing managerial arrangements with both company owned
and franchisee stores was something that the team project had to consider when structuring the
deal.
By acquiring all of ICA Norway, the deal meant that the task of integrating and converting stores
into the Coop organization was a responsibility entirely up to Coop. Since the transaction
included all shares and Coop became the new solitary owner of the whole Norwegian business,
the deal resulted in a clear disintegration of the organization and the adherent responsibilities.
ICA will continue to manage all other divisions of the ICA Group, while Coop has the obligation
to manage the Norwegian stores under new ownership. The information and media officer at
ICA Norway explained: “ICA will not exist as a brand in Norway, all stores will be converted
into Coop. The gradual re-branding process has already been initiated.” Since it is not possible
to disconnect and shut down all of ICA’s own computerized systems overnight, Coop has during
a transitional period the opportunity to gradually integrate the new operations into Coop’s
infrastructure. Contractually, Coop will also have a transition phase in which the brand name and
different trademarks can still be used, before the stores have been re-profiled.
One important mission throughout the decision and negotiation processes was for the deal not to
leak and spread to the public. The initial plans of selling ICA Norway were therefore only
discussed in a limited group of people on senior levels within the organization. The SVP of
Communication who led the work described: “The team responsible for planning issuance of
information and communication was composed by me, the public relations officer, head of IR
and head of the information department at ICA Norway.” Further, the question of how much
information one should provide to potential buyers during negotiations was a delicate matter.
Managers at ICA were aware of the risk of providing sensitive information about the company to
a potential buyer if the deal was not to be realized. Since ICA Group is a company listed on
NASDAQ OMX Stockholm, the external communication followed a certain routine. Once the
agreement was signed after the daily closing of the stock exchange, a press release and press
conference were executed the following day. At the same time, meetings were held in Norway
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where the Norwegian management and all of the company’s staff members were informed that
the deal had been reached, even though some executive managers in Norway already were
involved. Whereas it was important to retain openness and honesty among employees,
information about the deal could not be announced until the deal was completed. The
communication SVP continued: “Ideally, we wanted to communicate the deal once the
agreement had been signed. However, we didn’t know if the story would leak, and therefore we
had to prepare for different scenarios.” While some of the Norwegian staff members were
surprised about the announcement, the decision did not appear to strike them as a total chock.
Hence, the announcement of the deal was not met by any direct resistance or conflict, as
explained by the Norwegian store manager: “...we knew that something had to happen, it was
either this or bankruptcy.” Evidently, the fact that ICA Norway had been struggling was a
known fact among staff members. Planning the overall communication and distribution of
information regarding the sale of ICA Norway was a task that was initiated in an early stage,
once the decision to demerge had been made. The communication work was carefully prepared,
following a structure of three major issues; when, what and to whom. Considering the magnitude
of the deal and the number of stakeholders involved, information could best be distributed once
the agreement of ICA Norway was signed. Nevertheless, the team in charge of communication
had throughout prepared different possible scenarios, if information about the deal would spread
in advance. The SVP of Communication explained: “It is a rather complex task to prepare for
many different potential scenarios, given that you have to be equally prepared for each
scenario.”
4.2 Wipcore
Wipcore is a Swedish-based E-commerce technology company that offers tailor-made solutions
to companies who wish to enhance their commerce using the internet. Based in Gothenburg the
company have a staff of 35 people who engage in projects related to project management,
business development, systems architecture and development and support. Wipcore’s own Ecommerce platform, eNova, is the foundation of the company’s business operations. Since its
foundation in 1997, Wipcore have delivered about 200 solutions to a customer base comprising
B2C and B2B retailers in Sweden and Scandinavia (Wipcore, 2015). Founded in 2001,
Brightstep (at the time known as Clearcloud) is an independent IT-consultancy firm based in
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Stockholm, focusing on E-commerce and multichannel technology solutions. Operating as an
independent firm, Brightstep primarily offers E-commerce implementation and integration
solutions to customers, both within B2B and B2C. As a partner with several of the leading Ecommerce platforms Brightstep works on the customer side, offering suitable solutions that meet
their customers’ needs (Brightstep, 2015).
In 2007, it was announced that Wipcore and Brightstep were merging, creating an entirely new
company (Höij, 2007). The new company kept the name Wipcore, but divided the business
operations into two units: a product unit and a consulting unit. The product unit, consisting of
former Wipcore employees, worked strictly with the eNova platform whereas the consulting unit,
consisting of former Brightstep employees, kept its independency working with other Ecommerce platforms in addition to the eNova platform. The merged Wipcore had offices, both in
Stockholm and Gothenburg and employed a staff of approximately 40 people. Initially, the
discussion to join forces came from Wipcore who saw the potential of becoming a bigger actor
on the market. At the time of the merger, the eNova platform had established a strong position
among big Swedish retailers and together with Brightstep’s dedicated E-commerce consultancy,
the thought of building a stronger brand was tempting. In addition, the merger expanded the
programming knowledge base. Whereas Wipcore prior to the merger mostly worked with the
Windows-based programming language .Net, Brightstep worked primarily with Java technology.
The merger thus enabled the new Wipcore to reach out to a larger customer base. Over the first 6
months in 2008, profits amounted to SEK 6 million. Less than two years after the merger
between Wipcore and Brightstep, it was made official that the merged entity was separating to
become two entirely independent companies. The demerger can best be described as a return to
how things were before the two companies merged. Brightstep went on to work as an
independently operating consultancy firm focusing on E-commerce and multichannel integration
solutions whereas Wipcore continued working with- and developing their own platform.
4.2.1 Wipcore demerger
The structure of Wipcore as a merged entity lasted for approximately 18 months in between 2007
and 2009. During that period of time, the company experienced both rapid growth and significant
declines, organizational changes and a difference of opinions in terms of how to run the company
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on the management level. Although a clear strategy for how to run the merged companies had
not been discussed in pre-advance, the merger between Wipcore and Brighstep started off on a
fine note in 2007 with business opportunities growing tremendously. However, as timed passed
by, challenges did arise that put the merger to test. First of all, during the infant year of the
merger, the conditions on the Swedish E-commerce market were very strong and as the inflow of
new customers kept rising, it soon became clear that merged Wipcore had trouble meeting the
increasing demand. By the initiative of the former Brightstep executives, the management
decided to divide the organization into two different units: a product unit and a consulting unit.
Each unit had its own leaders and whereas the product unit worked strictly with the platform
technology eNova, the consulting unit operated independently with other E-commerce platforms
in addition to the eNova platform. Although this division established a clear structure of the
overall organization, there was initially some disagreement whether or not this was the most
optimal way to run the business. The CEO and founder of Wipcore expressed the situation as
follows: “From my side, I did not want to run it like that, I did not want to have two units.”
As to ease the pressure further from the overload of work, the merged Wipcore, during the fall of
2008, also decided to hand over a significant amount of their already established customer base
to their partners. Doing so would enable the company to focus on strengthening the relationship
with their biggest customers and building relationships with new potential customers. Once
again, the decision to hand over some of the customers to external partners was driven and
essentially made by one of the former Brightstep executives and did stir dissatisfaction among
the employees, especially in the product unit. The reason for this was that, for some of the
employees, the clients being handed over to external partners were personal friends. In addition,
the heavy workload and inflow of customers had made the product unit suffer on behalf of
various consulting projects. Instead of focusing on improving and developing the eNova
platform, many of the architects in the product unit were involved in customer projects.
Eventually, the combination of handing over customers to external partners and the limited
attention given to the eNova platform resulted in three of the top architects leaving the product
unit of Wipcore. As retold by the CEO and founder of Wipcore: “They thought things did not
work out that well with the Stockholm guys.” However, even though these challenges were minor
issues that could have been solved, a third event that had a disastrous impact on the company's
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business occurred simultaneously, namely the financial crisis. By the time the crisis struck, the
merged Wipcore had handed over most of their existing clients to the external partners but had
not managed to sign enough new clients. As a result, late 2008 saw the company essentially
without any customers at all.
This sudden, new situation that had arisen, evoked a discussion between the operating executives
of the product unit and the consulting unit on how to lay out the future for the company. Whereas
the founder of Wipcore, backed up by the owner group of Wipcore, wanted to sit tight and await
how the situation would develop, the Brightstep executives representing the consulting unit,
wanted to take action immediately, downsize and make the company profitable. The difference
of opinions eventually resulted in Brightstep executives wanting to separate the company: “We
were rather clear on how we wanted to run the company, specifically the consulting segment and
we could choose to do that within Wipcore, but we felt that it would be easier for us to do it in
our own regime.” Once the suggestion to separate the company had been presented by the
Brightstep executives, the actual decision to demerge came forth naturally and was made
mutually by all operating executives as well as the owner group of Wipcore. Since the demerger
was more or less a return to how things were before the merger, no external competence was
brought in to help out with the separation. Instead, the owner group of Wipcore who had
previous experience of similar transactions took care of the financial aspects of the separation
and retrieved all the relevant contracts to be signed in order for the separation to be completed.
Even though neither Wipcore nor Brightstep saw it necessary to lay out an extensive plan for the
demerger, initial planning meetings between the operational executives were held to decide how
the demerger was going to proceed. From when the discussions to separate started, it only took a
couple of months until the two companies had been separated. However, some of the activities
that were incorporated in the merged company remained shared the initial period after the
demerger. For instance, Wipcore’s CFO managed Brightstep’s financial activities the first year
after the demerger.
The announcement of the demerger was made to the employees, partners and customers shortly
after the decision to demerge had been taken and an agreement had been signed. Both companies
informed their employees separately by gathering them in a meeting. The announcement to
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separate the company was rather undramatic without any specific reactions from the employees.
Because the company operated in two different geographical locations, the physical integration
among the employees was rather limited. This was further strengthened by the fact that the
merger had only existed for less than two years. One of the consulting unit’s employees
expressed the announcement as: “rather expected, we were not that integrated and…put it this
way, I think it never felt like we were one company.” Another factor that contributed to the
indifferent attitude among employees was that the structure of the merged Wipcore made the
business units fairly separated even during the merger. Since the consulting unit primarily
worked with Java technologies and the product unit worked with a platform (eNova) that was
based on a completely different technology (.NET), the work-related integration was limited as
well, which Brightstep’s founder addressed: “We worked with different platform technologies,
and we had our customers, so business went on as usual.” Communicating the demerger to
existing customers and partners only required a couple of telephone calls or emails and neither
Wipcore nor Brightstep’s founder recalled any notable reactions from these stakeholders since
they were not affected by the demerger per se, or as Wipcore’s founder expressed it: “From the
customers perspective, they still had the same vendor as they had always had, the people were
still the same, it was just that the company had been separated to operate independently once
again.”
The demerger added an extra workload for all executives involved. Instead of strictly focusing
on generating new customers and improving ones business, focus was partly on the separation of
the two companies. However, since the demerger resulted in both companies operating the way
they did prior to the merger, the extra workload was heavily moderated. Compared to the merger,
which was a completely new experience for all parties involved, the demerger was not equally as
stressful of an experience. After the separation was completed in 2009, the most apparent change
for both Wipcore and Brightstep was that both companies had been reduced significantly in size.
Although the demerger offered an opportunity for both companies to re-evaluate their business
concept and its future direction for growth, no efforts were made to implement such changes. For
Wipcore, the demerger meant being sent back to square one, operating strictly as a platform
company. Trying to convince the market that they are more than just a platform company has
been one of the greatest challenges for Wipcore since the demerger, and to some extent
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something they are struggling with until this day. The growing realization that their own ecommerce platform, eNova, is not big enough to compete on the global E-commerce market and
that they need to become a full service solution provider of E-commerce has been an important
insight to acknowledge. For Brightstep, the demerger did not pose any particular challenges to
the everyday operations. Instead, working as a completely independent consulting firm once
again, simplified the business concept considerably as expressed by the founder of Brightstep:
“Every time we worked with new customers during the merger, it felt so strange to recommend
other platforms than Wipcore’s eNova. As an independent company, we got rid of that
complexity.” Other than that, the company is by and large the same company that entered the
merger with Wipcore in 2007. As expressed by both Wipcore and Brightstep, neither of the
companies held the merger in particularly high regard. However, both companies point out that
the merger as well as the demerger brought along valuable experience.
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5 Analysis
5.1 Reasons to demerge
After reviewing the reasons and time leading up to the decision of the demergers, it is evident
that the contextual background paved the way for how and when the separations were conducted.
As for ICA, the company had for several years attempted to restructure the organization in
efforts to achieve further synergies and improve the firm’s financial position (cf. Bekier et al.,
2001). Since the Norwegian business had been a significant part of ICA Group, executive
management wanted to make sure that other solutions had been tested and considered before the
option of demerging the business was chosen. The timing of the deal was thus largely affected by
the series of preceding restructuring events. In addition, the previous transformation attempts
also affected what parts of the organization that were included in the deal, leading to the decision
to demerge the whole Norwegian organization. In the case of Wipcore, our findings illustrate that
the occurrence of the 2008 financial crisis functioned as a critical factor that triggered the
decision to demerge, further stressing the importance of external factors impacting the
collaboration between two merged companies, as emphasized by Daniels et al. (2013). Seen from
another perspective, this also implies that the decision to demerge is not entirely up to the
company, but rather that it can be provoked by external factors. Together with the severity of the
financial crisis, other non-financial issues, especially related to organizational differences and
poor strategic fit between Wipcore and Brightstep (cf. Milligan, 2014), affected when the
decision was made and in what pace the demerger was performed. Hence, the timing of the two
demergers and the decision of what parts of the company to demerge were affected by historic
events and contextual background. As will be illustrated in the following sections, the context
and the reasons to a demerger are important aspects that lay the foundation for how the three
demerger phases can unfold.
5.2 Pre-demerger phase
Following the decision to demerge, both case companies entered a preparation and planning
stage. Even though both corporations took on preparatory measures, the two cases differed in a
variety of ways in regards to planning. Concerning the demerger of ICA Norway, the formation
of a project group responsible for planning and managing the process (cf. Cascio, 2005), can to
large extent be explained by the high number of stores and stakeholders involved in the deal. A
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large amount of corporate units, staff members and interest groups implies increased complexity
and a higher need of coordinating different activities and stakeholders, which in turn results in
increased demand for extensive planning and management of time (cf. Huy, 2001). The limited
amount of planning required in Wipcore can in turn be explained by the fact that the company
constitutes a less complex organizational structure of two separate units, with fewer internal and
external stakeholders to regard. Thus, no extensive planning or time had to be devoted in terms
of what divisions the company should be separated into. In alignment with the thought that small
and large firms require different management approaches (Welsh & White, 1981), our findings
suggest that planning of a demerger is highly related to and affected by enterprise size and the
structural complexity given by the number of involved stakeholders. Hence, we argue that the act
of planning and preparing a demerger compose a more critical activity in larger corporations.
Seen from another perspective, the coordination of different stakeholders conducted by the
project team at ICA and the standardized routines applied by the investment bank also meant that
the demerger had to be planned following a certain structure. Given that Wipcore managers were
not required to plan the demerger by any fixed standards, our findings also imply that the notion
of formalization being higher in large organizations also is true for the act of planning a
demerger (c.f. Ghobadian & Gallear, 1997). Seen from a broader process perspective, even
though the proportion and the magnitude of planning varied significantly, elements of planning
were present during the pre-demerger phase in both cases. In line with the reasoning of Cascio
(2005), our findings thus suggest planning being a critical factor within the first phase of the
demerger process.
Apart from organizing and planning how the demerger ought to be executed, both case
companies also had to deal with the issue of knowing when and to whom information should be
provided. In the case of ICA, the early initiation of an information team and the extensive
communication plan can be explained by several contributing factors. Not only did ICA, due to
its size, have to regard a higher number of employees and internal interest groups than Wipcore,
the strong brand of ICA and the magnitude of the deal also implied a higher interest among
investors, media, politicians and the general public. ICA being listed on the NASDAQ OMX
Stockholm stock exchange also meant that communication had to be adjusted to meet laws and
legal acts that control the issuance of information of corporate transactions, further explaining
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why the need for a specific communication plan was higher in the demerger of ICA Norway.
Consequently, our findings suggest that the general knowledge and recognition of a brand, and
the adherent penetration power of the deal on a societal level, will affect the number of interest
groups a demerging company will have to regard. The empirical data thus indicate that the task
of planning communication also is affected by enterprise size and the number of involved
interest groups. In line with the reasoning of full disclosure stated by Schweiger & Denisi
(1991), both case companies also deliberately planned to communicate information about the
demerger once the agreements had been signed. This notion can in part be explained by the
desire among senior managers to avoid confusion and uncertainty among employees while the
deal was yet not completed (c.f. Young & Post, 1993). Seen from another perspective, this
further poses trust as an important issue within the senior levels of the organization. In order for
information not to leak, complete confidentiality has to be prevailed among the involved
managers. We therefore argue that inter-managerial trust constitutes an aspect that affects the
planning of how much and to whom information can be communicated.
5.3 Demerger execution phase
The empirical data collected from the case study firms provides varied support for the demerger
execution phase outlined in the literature review. Both cases showed consistency in terms of
when the information of the demerger was made official. Not issuing any information before the
agreements were signed allowed both case study firms to provide full transparency and detailed
information about the demerger once the official announcement was made, which supports
theory and the idea that full communication of a demerger is most effective when the deal is
signed (cf. Tate, 1999; Schweiger & Denisi, 1991). In terms of how the operative communication
was carried out, the demerger of Wipcore was communicated in a quite informal manner with
face-to-face company meetings and personal telephone calls to a limited number of stakeholders.
As a contrast, ICA had to consider a great variety of interest groups in a structured way with
communication following certain routines and procedures. In line with Ghobadian & Gallear’s
(1997) discussion on the level of standardization and fixed routines being more prevalent in large
organizations, this observation implies that a more extensive amount of stakeholders, in addition
to the sheer size of the organization, will impose a higher degree of communicative complexity
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and increased workload when disintegrating two firms. As such, announcing the demerger is
arguably a more challenging task for larger organizations.
The assumption that the disintegration, just like the integration of an M&A, is likely to cause
disruptive emotions and anxiety-related stress among employees (cf. Myeong-Gu & Hill, 2005),
is not supported by our empirical data. As was observed in both cases, the demerger
announcement did not cause any particular reactions of anxiety or stress among the employees.
An explanation to this observation could be attributed to two circumstances. First of all, since
both demergers featured a rather clear and distinct separation, with Wipcore being divided in
accordance to the product and consulting divisions and ICA Norway being sold in its totality, the
employees did not feel any uncertainty or confusion in terms of how the companies would be
separated. Secondly, employees were in both cases aware of the surrounding financial
difficulties, implying that there existed some degree of awareness, anticipation and
understanding that a drastic change was inevitable. Even though both demerger cases caused
significant organizational changes, emotions and anxiety were moderated by how the companies
structurally were separated and the underlying comprehension of the companies’ financial
conditions.
That leadership coordination skills played a key role in the disintegration phase of two firms (cf.
Pickering, 2002; Havila et al., 2013) is partially supported by the collected empirical data.
Although ICA Norway operated partly independent from ICA Group’s headquarter in
Stockholm, disintegrating the business was primarily driven by the senior management within
the ICA Group. The project team responsible for managing the demerger was composed to cover
a variety of different functions and business fields. Consistent with the integration phase of an
M&A (cf. Gomes et al., 2013) the ability to actively coordinate the various function when
leading the disintegration of ICA Norway was thus of major importance. Contrasting this,
disintegrating Wipcore did not require any specific leadership coordination skills among the
operative executives. Once again, this could be explained by the distinctiveness of the actual
separation, resulting in a situation that was similar to the period prior to the merger. Additionally,
what is interesting to note in the Wipcore case is that neither Wipcore nor Brightstep considered
it necessary to set up new, clear objectives for their employees (cf. Gomes et al., 2013;
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Pickering, 2002). On the one hand, it could be argued that leadership and management skills of a
more visionary nature should be of major importance when disintegrating a combined entity that
results in two independently operating firms. On the other hand, this assumption is perhaps most
applicable when the two firms are heavily integrated prior to the merger. If so, that would
explain why visionary leadership and management skills were not necessary in the Wipcore case.
As for other findings, we observed how the disintegration of ICA Norway was extended
considerably. Because the transaction concentrated the Norwegian grocery market, and thus
raised competition concerns, the Norwegian competition authority had to review and approve the
transaction before it could be realized. This finding indicates that, even though a disintegration
may be carefully designed and implemented, forces in the external surroundings could interfere
and add additional complexity to the separation, thus making the disintegration more
challenging.
5.4 Post-demerger phase
Once the disintegration and the actual separation of the case firms had been completed, each
demerged entity now had to face the challenge of operating within a new company setting. Based
on the empirical findings, we propose that the post-demerger phase is initiated with a transition
period, in which two demerged companies still to some degree are interlinked and some mutual
arrangements gradually have to be dissolved. For ICA, selling all the shares of the Norwegian
business meant that Coop became the new solitary owner, with responsibility of adapting the
acquired stores into their current organization. However, even though Coop had taken over the
daily operations, the contractual terms thus permitted Coop to utilize parts of ICA’s brands and
systems during a predefined amount of time. In a similar manner, Brightstep utilized financial
managerial resources that belonged to Wipcore during the first year as a demerged entity. Seen
from another angle, our identification of a transition period does not only have implications for
the post-demerger phase but also yield some additional insights to the disintegration that takes
place during the preceding demerger execution phase. As such, even though the disintegration
from a technical and legal aspect appeared to be distinct and clear in the demerger execution
phase, the transition period illustrates that the disintegration is not definite or final, but rather
gradual.
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In terms of a potential need to create a new corporate identity, the case firms carry a diversified
set of insights both supporting and contrasting the previously outlined theory. Inconsistent with
M&A literature suggesting that managers need to build a new work team identity once an M&A
enters the post-merger phase (cf. Marks & Mirvis, 1992), neither one of the studied case firms
showed any indications of new identity building in the post-demerger phase. This can be
explained by the fact that Brightstep and Wipcore only operated as a merged company for less
than two years, during which they were divided in two different units, the consultancy and
product units. Consequently, a limited amount of integration and unification had taken place and
because of that, there was no need for either Wipcore or Brightstep to develop a new
organizational identity. It can thus be argued that the time of the relationship leading up to the
demerger alongside the level of integration affects the need to build up a new organizational
identity.
In the ICA case, the notion of identity building was to large degree impacted by the structural
deal of the demerger. Had ICA decided to only demerge parts of ICA Norway into a new spinoff venture, it could be argued that the need for identity building would have been more
prominent for that venture. However, since the responsibility to incorporate the new stores
instead fell directly on Coop as ownership of the company shifted, the aspect of identity was
rather a question of integrating and aligning ICA Norway with the current identity of Coop, than
building a completely new one. Hence, it is reasonable to assume that the deal structure, i.e. what
parts of the organization that are being demerged, in addition to the time of the relationship as
well as the level of integration, impact the need for developing a new corporate identity. The
transition period, during which the demerged companies are still interlinked, could also have
implications for the task of creating a new corporate identity. Being attached to another company
could potentially be a hinder for a company that quickly wants to rebrand or restructure its
organization after the disintegration stage. Similar to the reasoning about identity creation in
M&As (Kleefeld, 1999), we argue that two demerged companies face three similar scenarios that
affect the formation of a corporate identity. Firstly, if a demerged company is acquired by
another firm, the identity could potentially be dominated by the acquiring firm. Secondly, if a
demerged company initiates a collaboration with another company, the identity could become a
hybrid of both companies. Thirdly, a demerged company also has the choice of developing a
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completely new corporate identity. In addition to this, we propose a fourth scenario, illustrated
by the case of Wipcore. Namely, two companies that operate independently before becoming a
merged entity, may after the demerger, fall back to their original organizational identity.
As with corporate identity, the notion of creating new capabilities also implied varied insights.
Our findings suggest partial support to the significance of capability creation during the postdemerger phase. From the perspective of ICA Norway, being sold to Coop did not require any
new capabilities in order to maintain daily operations. However, we propose that the task of
creating synergies and integrating ICA Norway into Coop are examples of new capabilities that
Coop and ICA Norway mutually need to posses in order to implement the new stores. In line
with the reasoning of Christensen & Overdorf (2000), the knowledge and the adaptation work
required to rebrand the Norwegian stores could be seen as capabilities that are necessary in order
to cope with organizational change. Thus, in accordance with Pickering (2002), our findings in
the ICA-case support the notion that creation of new capabilities should be considered as a
critical factor within the post-demerger phase. In the Wipcore case, the demerger implied a
partial reduction of service and consulting capabilities, since some personnel were lost to
Brightstep during the process. Within the post-demerger phase, rebuilding these consultancy
capabilities has been a challenge for the product-related Wipcore. Seen from a broader
perspective, this adds an important dimension to the significance of capabilities. As such,
demerged companies are not only faced with the challenge of building new capabilities, but also
face the risk of capability losses (cf. Gole & Hilger, 2008). To further combine this implication
with other parts of the demerger process, we argue that the risk of capability loss also strengthens
the importance of planning conducted in the pre-demerger phase (cf. Cascio, 2005). Not planning
how to allocate competences and skills poses a potential risk for unexpected loss of important
capabilities.
5.5 Implications for the conceptual model
Reflecting over the empirical findings, it is worth commenting what implications these findings
have in relation to the conceptual model that was presented summarizing the theoretical
framework outlined in chapter 2. The empirical findings support the notion of planning as a
critical factor in the pre-demerger phase. Furthermore, both case firms deliberately chose to issue
the demerger announcement once the deal was signed. In accordance with the conceptual model,
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operative communication was identified as a critical factor. The collected data partially supports
the notion of leadership coordination skills being a critical factor in the demerger execution
phase.
Regarding identity and capability creation in the post-demerger phase, the empirical findings
brought varied insights. New identity creation was not observed in neither of the cases, which
contrast the assumption of new identity creation being a critical factor. In addition to the
challenge of creating new capabilities following a demerger, companies also face the risk of
capability losses, which further strengthen the importance of assessment and planning in the predemerger phase. Whereas the conceptual model presents three distinct phases of the demerger
process, our observation of a transition period suggest a more gradual progression than was
illustrated by the conceptual model.
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6 Conclusion
By conducting two case studies, the purpose of this study was to investigate how a demerger
unfolds, but also to identify critical factors that affect the demerger process. Our study indicates
that demergers unfold in a similar process structure as merging companies, going through three
interrelated phases; pre-demerger phase, demerger execution phase and post-demerger phase.
Even though the case firms differed in size, industry and geographic location, our empirical data
illustrate that both companies, to varying degree, experienced all three phases. Because of the
variability and the fact that each demerger is unique, the guidance offered by the three phases
should not be seen as a procedure that should be followed step-by-step, but rather as a
framework that ought to be adapted to company specific conditions. For both companies, the
contextual background, financial conditions and historic corporate events laid the foundation for
how the demergers unfolded. Seen from a wider perspective, our study illustrates that demergers
can be the result of an extensive period of deliberation or a relatively rapid decision process.
Demergers should therefore not be seen as a solution of last resort, but rather an arrangement that
can be conducted at different points and stages during the tenure of an organization.
In terms of planning, even though there were apparent differences between the case firms, both
companies took on some level of preparatory work. The empirical data thus support the notion of
planning being a critical factor within the pre-demerger phase. Our study also indicates that
planning to large degree is affected by organizational structure and the complexity given by the
number of involved stakeholders. A large amount of corporate units, staff members and interest
groups implies increased complexity and a higher need for coordination of activities and people,
in turn resulting in increased demand for extensive planning. Given the fixed routines
implemented by ICA’s external advisors, the fact that ICA is listed on a stock exchange and the
low need for preparatory routines at Wipcore, the case studies indicate that the level of
standardization in the planning of a demerger is more prevalent in larger organizations.
As for the demerger execution phase, our findings suggest that the operationalization of
communication should be considered a critical factor. Managers in both case firms deliberately
made the decision not to announce and communicate information about the demergers until the
agreements had been signed. This can be explained by the desire among executives to provide

!

%'!

full disclosure and detailed information about the deal, but also in essence to reduce uncertainty
or confusion among staff members and other interest groups. Because of the clear structural
separation of the companies and a general awareness of the financial challenges in both firms,
the announcement of the demergers did not cause any particular reactions of anxiety or stress
among staff members. Further, the notion of leadership coordination skills being a critical factor
was partially supported by our case findings. The formation of an entire project team composed
both by internal and external parties at ICA, indicates the need for specific coordination
leadership skills, which in part can be explained by the complexity and number of separate stores
involved in the deal. The fact that no such coordination skills were identified in the case of
Wipcore can to large degree be explained by the clear divisional separation the company upheld
both before and after the demerger.
Regarding the last of the three demerger phases, we propose that the post-demerger phase is
initiated by a transition period, in which the demerged entities still to some degree are
interlinked. In both case companies we identified shared resources and arrangements that, after
the disintegration within the demerger execution phase, gradually had to be dissolved. From a
more general process perspective, this is an example that indicates that the demerger phases
should not be seen as separate steps, but rather as a process of overlapping and interrelating
phases. Even though neither of the two demerger cases supported the significance of the creation
of new corporate identities, other implications were found. Whereas the case of ICA illustrated
that identity is something that can be dominated by the company that acquires a demerged entity,
the Wipcore case showed that demerging firms can return to the corporate identities that existed
prior to the merger. In terms of capability creation, our empirical data indicate varied insights.
While some evidence was found supporting the notion of capability creation being a critical
factor, our empirical data also illustrate that companies can be faced with capability losses during
the post-demerger phase.
6.1 Limitations and suggestions for future research
As illustrated by our study, the level of integration between two merged firms will have
implications for how a demerger process unfolds. It is therefore important to stress that the rather
low level of integration found within the case firms could have altered or affected the findings of
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this study. A higher degree of integration could potentially have led to more challenging,
complex or time-consuming demerger processes. The use of two case firms also restricts the
application and generalizability of the findings in regards to other demergers. Further, since the
study only comprises two industries, the demergers might have been affected by factors that are
only present within those industries. Based on these implications, we propose some guidance for
future research. To further advance understanding for the demerger process, future research
should consider exploring how the process unfolds for demerging companies in which the level
of integration prior to the demerger is high. It seems reasonable that the process of demerging
two heavily integrated companies could differ in a variety of ways compared to the two
demerger processes explored in this study. Future research could furthermore set out to explore
the three phases individually in more detail, for a deeper understanding of the nature of each
phase.
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Appendix 1 - Interview guide for case firm informants
1. Role and background of informant
2. Background of the firm
3. Timing of informant’s introduction into the process
4. Reasons for the demerger
5. Decision process
6. Planning and coordination
7. Key positions during the demerger, responsibilities
8. Involved stakeholders and interest groups
9. Communication
10. Operationalization and leadership skills
11. Implications for other parts of the company and external parties
12. Employee reactions
13. Before/after-changes regarding organization, staff and work tasks
14. New skills, strategies and competences
15. Challenges and future implications
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