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It’s no surprise that executive turn-
over goes hand in hand with merg-
ers and acquisitions. What is
stunning, however, is that churn
rates at target firms can remain a
problem for more than a decade
after the deal is closed. The authors
of this study reached this conclusion
after examining client data from the
consulting firm Accenture (where
coauthor Walt Shill is a managing
director). They reviewed corporate
acquisitions involving more than
1,000 firms in the financial-services,
securities, telecommunications, oil
and gas, consumer goods, retail,
and manufacturing industries, and

conversation
recentresearch

1

by Georgia Flight and
Bridget Finn

Recent Research
On sleep-deprived teams,
postmerger executives,
an unreformed industry, and
unanticipated turnover.
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mapped the careers of more than
23,000 executives at these compa-
nies over 17 years.

In the first postmerger year,
the authors found, more than 30
percent of executives left, but that
percentage fell just 10 points the
second year, and remained at a
whopping 21 percent when 10
years’ worth of postmerger data was
averaged; this rate of turnover is
more than twice the rate at non-
merged firms. Companies that were
acquired multiple times lost an even
greater percentage of their executive
team: nearly 50 percent the first
year, and an average of 32 percent
each year over a 10-year postmerger
period.

This data suggests that leader-
ship continuity should be a top pri-
ority for companies bent on merg-
ers, and that without a clear-eyed
focus on executive retention, busi-
nesses can expect instability in their
top ranks over the long term. Since
research has shown that revolving-
door leadership can result in lower
performance for several reasons,
including project delays, difficulties
in reestablishing trust with employ-
ees and shareholders, and loss of
long-term institutional knowledge,
making management retention a

priority during a merger can help to
optimize future prospects.

Bottom Line: If an acquired firm
was purchased primarily for the
brains of the people running it,
watch out — unless there is a careful
strategy in place to avoid churn,
acquirers can expect more than one
in five executives to depart each year
for the ensuing decade.
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It’s clear that sleep deprivation can
lead to disastrous workplace mis-
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haps, with some of the worst
accidents on record, including the
meltdowns at Three Mile Island
and Chernobyl, occurring between
2 and 4 A.M., when the effects of
sleep deprivation are most pro-
nounced. But what happens to team
dynamics and problem-solving ca-
pabilities when one or more mem-
bers have failed to get enough rest?

That question served as the
authors’ starting point for a study
that deconstructed the effects of
sleep deprivation on teams as varied
as highly specialized surgical units
and groups of accountants working
on a company audit. Broadly speak-
ing, the research showed that “burn-
ing the midnight oil,” often seen as
a sign that employees are motivated
and responsible, can lead to a signif-
icant decline in team performance
and decision making.

The authors identify several
forms of sleep deprivation, includ-
ing the case of the industrious
worker who spent 20 hours finish-
ing a specific task and that of the
leader who hadn’t slept more than
six hours a night in several weeks. In
teams with a high level of vertical
differentiation — that is, teams in
which members have very stratified
levels of seniority and authority —
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a sleep-deprived team member or
leader can drastically change the
outcome of a specific task. The au-
thors use a hypothetical scenario
involving a team working on a
product recall to highlight the diffi-
culties sleep deprivation could pose
to a highly specialized team. In their
example, the crisis response team
tasked with handling the product
recall would likely consist of a
lawyer, a public relations representa-
tive, an engineer, and a medical
expert, among others. With such
specialized skill sets, it’s unlikely
the engineer could step in for the
lawyer, or vice versa, if one were
too sleep deprived to function.
Conversely, when groups are hor-
izontally differentiated, meaning
they have similar skill sets and have
access to the same information, as
with a team of accountants, one
worker can assume the responsibili-
ties of another, and the effects of
sleep deprivation on a single team
member are not as pronounced.

Bottom Line: Sleep deprivation is
a part of daily life, and a factor in
the workplace. Companies should
be diligent about watching for
the signs of sleep deprivation and
should organize teams so that a tired

member does not destroy the entire
team’s performance.
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When the United States Congress
passed the Bankruptcy Abuse Pre-
vention and Consumer Protection
Act of 2005, it was seen by many as
seminal legislation that would make
it more difficult for individuals to
file for bankruptcy, thereby reduc-
ing credit card company losses from
bad debt. The financial-services in-
dustry argued that lenders would
pass on these savings to consumers
in the form of lower interest rates
on credit cards, reduced fees, and
longer grace periods. With three
years of quantitative data to draw
on, the author set out to test the va-

lidity of these and other assump-
tions about the law.

One finding stands out: The
bill was a boon for the credit card
industry. Bankruptcy filings fell
sharply in the years after the mea-
sure was passed and still remain well
below 2005 levels, contributing to
a US$17 billion increase in profits
for credit card companies in the two
years following passage.

As to whether the legislation
brought down the cost of credit
for consumers, the author says that
never happened. In fact, although
enjoying record earnings, credit
card companies increased consumer
charges significantly: Over-limit fees
ballooned 17 percent between 2005
and 2007, and average late fees rose
5 percent.

According to the author, con-
sumers found themselves in a con-
solidation squeeze; the relative lack
of competition among credit card
issuers — the result of nearly a
decade of industry rollups — meant
issuers did not have to lower prices
to attract new customers or keep
existing ones.

Bottom Line: The bankruptcy re-
forms of 2005 have reduced the
number of consumer bankruptcy
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The U.S. bankruptcy reforms of
2005 were supposed to bring down
the cost of credit for consumers —
but it never happened.



filings, but they have not helped
consumers gain easier access to
credit, a fact that would have been
obvious to legislators if they had
more closely examined the relative
lack of competition in the credit
card industry.
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The high costs associated with re-
placing good workers makes the
question of why people leave their
jobs a particularly important one for
companies to address. To shed light
on this topic, the authors pored
through a large national survey,
called the NLSY79, conducted by
the U.S. Bureau of Labor Statistics
tracking about 6,000 workers from
1979 until 2000. They found that
contrary to popular belief — and a

large body of existing research —
it’s not just unhappy employees who
move on. In fact, only about 50
percent of employees left their jobs
because they were dissatisfied.

Instead, two other key reasons
motivated employees to take an-
other job: unsolicited offers from
competitors and family obligations
(for example, a spouse’s transfer or a
pregnancy). These results support
the authors’ contention that too
much emphasis has been placed on
job satisfaction as the best way
to predict turnover rates. Unsolic-
ited job offers, in particular, repre-
sented a surprisingly large part of
the sample — 23 percent. This
suggests that employers must pay
close attention to “talent wars” in
their industries.

Bottom Line: Job satisfaction is
only one reason that employees
leave their positions, and should not
on its own be considered a good
predictor of turnover. Competitive
raids on a rival’s best talent also play
a major role and should be watched
more diligently. +
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