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M
ergers and acquisi-
tions among broker-
age firms are not 
something new nor 
are they likely to 

decline in frequency anytime soon, 
given such contributing factors as 
succession planning and the demo-
graphics of brokerage owners. In this 
column, we’ll look at a number of sce-
narios that could take place when two 
brokerage owners, longtime friendly 
competitors, merge their separate 
operations. 

 In scenario number 1,  the sell-
ing broker’s motivation is to be bought 
out so she can retire with sufficient 
funds and recognition of her many 
years of service to the industry and 
community. She is also committed 
to ensuring that her employees and 
clients will be well managed in the 
process. The purchasing broker’s moti-
vation is expansion by acquiring a new 
book of business. In this situation, he 
would appreciate and acknowledge the 
inherent value in the high quality of 
the staff. Therefore, we might antici-
pate that the merger is handled with 
a good deal of communications and 
careful planning of operations. 

 For example, the two brokers 
could decide to jointly advise the staff 
in both firms about the plan. The staff 
would each be advised that:
•  The buyout will be concluded in 

short order
•  All positions will be safe and no one’s 

job is in jeopardy
•  Processes will remain the same

•  The brokerages will be run as two 
separate operations.
When the deal is concluded and the 

plan is implemented, if all goes accord-
ing to the proposed plan, then the staff 
at both brokerages would hopefully 
feel that the communications around 
the transition have been handled as 
transparently, authentically, fairly and 
professionally as possible. 

 What if,  despite the same level 
of communications as above, we have 
scenario number 2, wherein the staff at 
the acquired firm start to notice many 
changes happening, some of which are 
subtle and some rather obvious, most 
of which they do not appreciate? How 
are they to adjust if, for example, the 
biggest switch involves changing the 
culture of the brokerage from a family-
oriented, unstructured organization to 
that of a more hierarchical, autocratic 

and bureaucratic type? Rather than 
relying upon one another to get the job 
done, they are now being given formal 
job descriptions, lines of authority, etc. 

 Naturally the new owner can,  
and will, decide what is in the best 
interest of the brokerage he has just 
purchased. He has the right to make 
any changes as he sees fit. Ideally, he 
has been running his brokerage, and 
will run the newly acquired brokerage, 
as an ethical company. That means:
•  Treating all stakeholders fairly
•  Consistently making fairness the first 

priority
•  Expecting individual, rather than 

vaguely collective, accountability
•  Defining objectives and goals that all 

members value
•  Portraying a clear vision of integrity, 

exemplified by management
•  Demanding and rewarding integrity 

Brokerage purchasers have an ethical duty to treat the staff at  
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at all times and in all situations
•  Having a set of corporate values in 

place and actively working to have it 
understood, used, taught, monitored 
and regularly evaluated and revised 
by the employees.
A critical part of assessing the long-

term benefits of an acquisition is the 
cultural fit. In doing his due diligence, 
the purchasing broker should conduct 
a thorough review of operations, but, 
very importantly, include the staff in 
that process. Making changes without 
consultation, without staff input, is 
counterproductive, detrimental, and 
not in keeping with creating a profes-
sional and ethical company. 

  The purchasing broker  should 
engage the new staff in discussions 
about their office, what is good about 
their setup and in what areas they 
would like to see some changes or 
improvements. He should listen to 
them carefully. He will not only gain 
valuable insight about that office, he 

will also get to know them better, and 
they will get to know him. During 
these discussions, he will be able to 
explain his business style, his vision, 
his management style and organi-
zational structure. The staff will get 
a better understanding of the new 
owner, his plans and how he intends to 
manage or oversee the new office. The 
benefits of this transparency will lay 
the foundation for a good and healthy 
long-term relationship. 

From the perspective of the previ-
ous owner, it is unlikely that she would 
have insisted that the new owner 
maintain her current organizational 
structure and reporting lines. The 

commitments made to the staff were 
meant to assure them that the office 
was not closing, all jobs were safe and 
that the broker management system 
was going to stay the same. Thus, 
virtually no disruption. But this com-
mitment should not be interpreted to 
mean that work teams would not get 
reorganized or that there would not be 
any changes to job descriptions. It is up 
to the new owner to make those deci-
sions. However, he should consult and 
discuss these changes, if any, with staff 
and explain his reasons. More often 
than not, staff will understand.

 In the case of a third scenario  
where staff are being let go, it would 
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Making changes without consultation, without  
staff input, is counterproductive, detrimental, and 
not in keeping with creating a professional and 

ethical company. 
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become apparent that the purchasing 
broker was not true to his word, and 
there are ethical implications in how 
the staff are treated. It should surprise 
no one then that the staff would ques-
tion the new owner’s integrity and why 
they were told one thing and then an 
alternate action is taken. They may start 
to question why the purchasing broker 
would acquire this brokerage because of 
the quality of the staff and then change 
and undermine the firm and jeopardize 
the book of business by laying off staff.

Merging two brokerage firms and any 
change in ownership/leadership precipi-
tate changes on many levels that some 
staff will do well with and others per-
haps not. It’s all about implementation 
and by necessity includes a good deal of 
communication and careful planning 
of operations. It is also best done in a 
context of shared values, fairness, integ-
rity, with transparency and authenticity, 
and with a deliberate regard for the best 
interests of all parties—owner, staff, cli-
ents, stakeholders, and the industry. n
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