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HERE are many reas-
ons why executives 
shy away from di-
vesting  non-core  
businesses. They’re 

reluctant to shed revenue, fear 
the market’s reaction to a smaller 
company and don’t want the chal-
lenge of stranded costs. They 
reason that the business could 
improve in time, or have trouble 
accepting the fact that it could 
perform  better  in  another’s  
hands.

But it’s OK to divest. When 
strategically selected to clean up 
a company’s portfolio and de-
signed to command an optimal 
price, divestitures can generate 
significant  shareholder  value.  
They can also create a catalysing 
event for improving the remain-
ing business. When done well, 
they  reduce  complexity  and  
provide fuel for the company to 
pump back into its core.

As part of our ongoing work 
with divestitures, Bain & Com-
pany studied more than 2,100 
public  companies  and  found 
those engaging in focused divest-
ment outperform inactive com-
panies by about 15 per cent over 
a 10-year period, as measured by 
total shareholder returns (TSR). 
The results are even better for 
companies that combine focused 
divestments with a repeatable 
M&A model. They outperform in-
active companies by nearly 40 
per cent over a 10-year period 
and generate more than twice the 
sales and profit growth.

Among the 137 largest di-
vestitures in the study, compa-
nies that divest to focus on their 
core saw their market cap rise by 
7.9 per cent three months follow-
ing the announcement. This com-
pares with 1.4 per cent for com-
panies  that  divest  with  the  
primary stated aim of raising 
cash to pay back debt.

From our experience working 

with companies across indus-
tries, we’ve identified four funda-
mental processes that enable suc-
cessful divesting.

■ Proactively manage your portfo-
lio. Start with the basics of under-
standing how all of your portfo-
lio businesses contribute to your 
core and regularly assess them 
for fit. What is each business’s 
competitive position and ability 
to win? Do you have the right re-
sources and capabilities to take it 
to full potential? If not, are there 
other companies where it would 
be a better fit? Only by systemat-
ically assessing your portfolio 
can you identify the business 
units that would deliver more 
value in another owner’s hands. 
In the pharmaceutical industry, 
for example, Bain recently found 
that companies that combine cat-
egory leadership with portfolio 
focus deliver annual total share-
holder returns that are more 
than twice those of companies 
with diversified portfolios that 
maintain a tail of smaller posi-
tions.

■ Thoroughly plan and prepare to 
optimise value. Don’t race to sell 
the asset. Create a blueprint for 
making it  attractive  prior  to  
selling – even better, begin imple-
menting some of those initiat-
ives prior to sale. We have found 
that 6-12 months is the right 
length of time to establish the 
blueprint and demonstrate pro-
gress. This allows you to im-
prove the value of the business 
while you still own it and also 
demonstrates  to  a  potential  
buyer what is possible. Both of 
these can help you achieve a 
higher price.

An important consideration: 
Include strong talent in the busi-
ness  in  the  pre-divestiture  
period. Good executives can help 
spur the growth and margin im-

provement that adds a lot of 
value.

A major US aerospace com-
pany believed that it would not 
find  a  buyer  for  one  of  its  
non-core business units – it was 
pursuing a sale process, although 
leadership  internally  believed  
that its only option was to spin off 
the business. In the process of pre-
paring an equity story and separa-
tion programme for the business 
unit, it identified ways in which 
the business could thrive outside 
of the parent. The aerospace com-
pany saw far more potential than 
it had anticipated, in both rev-
enue growth and cost opportuni-
ties,  and  it  embarked  on  a  
broad-ranging cost initiative.

This process helped give con-
fidence to a buyer, leading to a 
transaction in which the buyer 
later announced a synergy pro-
gramme based heavily on that 
cost initiative.

While determining how to in-
crease the value of the divested 
business, also define how to right-

size the remaining company – es-
timate the level of anticipated 
dis-synergies and develop a plan 
to offset them. Minimise stran-
ded costs by adapting the infra-
structure and the back office, as 
well as adjusting the IT architec-
ture to match the smaller scale 
and shape of the post-divestit-
ure business.

■ Focus your selling process on 
buyer  value  creation.  Many  
sellers leave money on the table 
by shortcutting the divestiture 
process. Once they decide to di-
vest, they may call an invest-
ment banker, put an offering 
memorandum  together  and  
move as fast as they can. Based 
on our experience,  divesting 
companies with the strongest 
track  records  take  a  more  
thoughtful approach. They de-
vote the required resources to 
perform reverse due diligence to 
help decide who could create 
more value and how it could be 
created – critical knowledge that 
helps a seller negotiate the best 
deal. As part of the selling pro-
cess, communicate clearly how a 
buyer could execute on the pre-
scribed initiatives in those first 
100 days and beyond. Anticipat-
ing a buyer’s demands and estab-
lishing the principles for any 
temporary service agreements 
(TSAs) that you’ll need makes 
you a stronger negotiator.

■ Use the carve-out moment to 
make the remaining company fu-
ture-ready.  The  deal’s  been  
made. It’s now critical to carve 
out the old business, adhering to 
your priorities with a low-risk 
process that neither imposes 
risk on the business nor dis-
tracts the team. It is also an op-
portunity to wipe the slate clean 
and prepare for the future with a 
more focused business.

We find that the best compa-
nies establish a separation man-
agement office to plan and ex-
ecute the carve-out while con-
trolling one-off costs and man-
aging TSA commitments. They 
develop a well-thought-out in-
ternal and external communica-
tions plan, optimising the re-
maining company’s  operating 
model and infrastructure for the 
future portfolio. They ensure ro-
bust TSA governance and then 
remove the associated costs.

Indeed, as more companies 
are discovering, divestitures are 
an important tool in a senior 
leadership team’s arsenal. They 
are  complex,  however,  and  
many companies’ muscles are 
not as well-developed for di-
vestitures as they are for acquisi-
tions. As a result, divestitures 
need careful attention both be-
fore and after the sale to deliver 
outsized value. Companies that 
regularly prune their portfolio, 
take an active hand in preparing 
assets for sale, manage the separ-
ation and use the sale funds to 
acquire core assets in a repeat-
able M&A programme make di-
vesting a win-win for buyers and 
sellers.

❚ The writers are Bain partners in 
Atlanta and Jakarta respectively 
and are leaders of M&A practice 
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MOST business leaders implicitly under-
stand that employee engagement is an 
important driver of performance and 

productivity, and is an invaluable contribution 
to reaching an organisation’s full potential. Get-
ting the formula for engagement right gets em-
ployees excited to come to work with the energy 
they need.

For Singapore, improving employee engage-
ment continues to represent a significant oppor-
tunity – not just for businesses but also for the 
economy. As then Finance Minister Tharman 
Shanmugaratnam had noted in his 2014 Budget 
speech: “Raising productivity is at the centre of 
our economic agenda.”

With this multi-year, multi-pronged undertak-
ing, policymakers are shifting their focus to 
more progressive areas, such as digitisation and 
the development of stronger human capital. As 
Prime Minister Lee Hsien Loong reiterated re-
cently in a National Day dinner speech: Pro-
ductivity is imperative to the economy, and even 
though we are starting to see a slight improve-
ment in the area of productivity among Singapor-
eans, there is much to be done.

ENGAGING TALENT
The best way to optimise talent is to ensure that 
it’s engaged. Although this seems obvious, many 
organisations still struggle to build the work en-
vironment they need to fully realise engagement 
in the workplace. 

Engagement is defined as a three-legged 
stool: “Committed” or wanting to stay with the or-
ganisation and feeling passionate about its mis-
sion; “contributing” or motivated to help the or-
ganisation succeed; and “captivated” or feeling 
energised and looking forward to coming to 
work. 

With a mission to find out what engages 

people at work, Mercer studied over 40,000 em-
ployees in Singapore, and its recent study, Singa-
pore Employee Engagement Index: Insights to En-
hance Workforce Productivity, discovered three 
key findings:

■ Singapore continues to struggle with engage-
ment, showing a consistent decline over the last 
three years. This is in stark contrast to the up-
ward trend observed in employee engagement 
across the globe. The priority for addressing the 
decline is to innovate more effectively and de-
velop more compelling career paths. 

Although there are many challenges, Singa-
poreans see a meritocracy at work, feel involved 
in decisions that impact them and see leaders 
with clear strategic intent.

■ Growth and reward: Mercer’s research shows 
an increasing number of employees in Singapore 
are not getting the right opportunities to learn 
and grow. Twenty per cent of employees in the 
workforce say they are not receiving the neces-
sary feedback from their immediate managers to 
improve themselves. Even more worrying is that 
one in three feels that personal career goals are 
difficult to meet in his or her organisation. At the 
same time, 95 per cent of employees in Singa-
pore want to be recognised and rewarded for a 
wider range of contributions. 

■ Empowering employees: Many organisations 
strive to provide a culture and environment that 
continually improves the way work is done and 
cultivates new ideas to set the pace for future 
success. They understand that people want to 
contribute their ideas and opinions, and feel 
listened to.

However, business leaders struggle with this. 
Although 85 per cent of employees are proud of 
the products and services they currently offer, 
30 per cent don’t feel their organisations are con-
tinually innovating these products and services. 
Notably, one out of every three employees feels 

that the company doesn’t support the develop-
ment of new ideas.

■ Doing well on employee involvement: Atti-
tudes towards employee involvement are more 
positive in Singapore than the global average: 
seven out of 10 employees feel they are suffi-
ciently involved in the decision-making process 
on matters that may affect them compared to 67 
per cent globally. 

Although there are challenges, the research 
did highlight some key strengths for Singapore.

Compared to the rest of the world, employees 
in Singapore are more positive about three spe-
cific areas: confidence in senior leadership; clar-
ity of the link between reward and performance 
and level of involvement in work decisions. Im-
mediate managers play a critical role in this per-
ception, with 80 per cent of employees saying 
their immediate managers notify them of import-
ant information related to their work. 

CLEAR ON EVALUATION
Additionally, Singaporeans are clearer on what’s 
being evaluated in terms of their performance – 
four in five employees say they understand what 
they are being evaluated on at work and 70 per 
cent say they receive recognition from manage-
ment for doing a good job.

There is no denying though, creating a cul-
ture of engagement requires a multi-stakeholder 
approach, which includes employees, their im-
mediate managers, the human resources depart-
ment and sponsorship from senior leadership. 
Employee engagement in Singapore can in-
crease, resulting in improved productivity. So 
what’s needed to engage employees?

■ Ensure that leaders understand their roles: Em-
ployees will feel they have a shared future (in 
terms of career and development opportunities) 
when they believe in the strategic direction of 
the company. Leaders should communicate with 

employees regularly and update them about the 
organisation’s development and visions, and en-
courage employees to give feedback. 

■ Create a positive daily experience: This is espe-
cially important for Singaporean leaders to focus 
on, as it fosters a climate of partnership and 
trust. The feeling of “we’re in this together” can 
be a strong one in terms of employee engage-
ment. In addition, a culture of high performance, 
openness and learning can help boost employ-
ees’ feelings of involvement and promote career 
development.

■ Address employees’ core needs: At the heart 
of HR policies are treating employees fairly, with 
respect and integrity, and giving them opportun-
ities to achieve and be recognised for their ef-
forts. Above all, employees must feel they are 
part of a team that values their contributions.

Although engagement is a major part of per-
formance, there are other elements that need to 
be considered, such as setting clear goals, struc-
tures and accountabilities. Additionally, leaders 
and managers need to live the values and cul-
tures they’re trying to create. Ultimately, engage-
ment needs to be in the context of the organisa-
tion’s strategic performance goals.

Specifically,  for employers in Singapore,  
there may be a significant opportunity to 
provide a sense of empowerment and belonging 
to the workplace as a way of fostering a stronger 
employer brand, one that truly resonates with 
the values of the workplace so that employees 
are proud and motivated to work with their em-
ployers. Ultimately, motivation needs to lead to 
efficiency and innovation gains that will en-
hance the productivity of the Singaporean 
worker as the nation prepares for its next leap 
into the future.
❚ The writers are respectively CEO
of Mercer Singapore and growth markets 
practice leader of Mercer Sirota

Don’t forget to
prune your portfolio

By Sean Duca

WE do not have to look far to see 

how technology has become 

so integrated in our lives. The 

mobile phone, for example, has become a 

window to the world through social me-

dia and the Internet. It has also been used 

widely  for  banking  and e-commerce  

around the  world,  including  the  Asia-

Pacific (APAC), where a number of coun-

tries are considered mobile-first. Indeed, 

mobile technologies have created endless 

possibilities with new apps being de-

veloped every day. 

With these capabilities, security has be-

come more crucial than ever. Cyberspace 

is a rapidly moving realm where new in-

novations abound. It is also where cyber-

threats lie. The same cyber security risk 

extends to businesses, where a small over-

sight can change the fate of a company 

overnight. Every time users log in on their 

desktop or mobile phones, they expose 

themselves to a certain degree of risk.

Despite the proliferation of new digital 

services in APAC, only a few countries in 

the region have implemented national cy-

ber security strategies; and many struggle 

to keep up with the evolving threats and 

regulations. 

CYBERSECURITY IN APAC 

According to a new survey of over 500 in-

dustry professionals from key APAC mar-

kets including Singapore, not knowing 

how to cope with the evolving cyber secur-

ity landscape is what stops companies 

from growing their existing capabilities. 

This is ironic, since the lack of informa-

tion and knowledge means that compan-

ies are risking their highly confidential 

data to potential threats. 

Forty-seven per cent of respondents re-

vealed that their biggest cyber security 

challenge is the lack of awareness among 

employees. This was closely followed by 

risks from third-party service providers 

(36 per cent) and migration to Cloud 

(31 per cent). This trend is seen across 

markets and industries, regardless of the 

number of employees. It demonstrates a 

need for intervention in the area of aware-

ness across the region since the issue is 

not unique to a specific country.

It is easy to see why decision-makers 

are hesitant to grow their cyber security 

capabilities or make long-term plans. The 

rapidly changing landscape that calls for 

an unstoppable evolution of cyber secur-

ity solutions can seem daunting, even tir-

ing to keep up with. On the upside, many 

companies see the need to continue in-

vesting in this area, as seen through the 

growing cyber security budgets in recent 

years. However, organisations need go to 

beyond pumping in cash if they want to ef-

fectively address the issue. 

Alongside financial investment, know-

ledge and expertise are vital assets in com-

bating cyberthreats. The nature of cyber-

space is that it never stops evolving, and 

the only solution to ensuring that data is 

protected is to take a preventative mind-

set towards cyber security rather than 

simply reacting to oncoming threats. Of-

ten, stopping the impact of data breaches 

is too late, especially after the damage is 

done. 

The reality is that organisations across 

the region still take a reactive approach to 

cyber security, with over half of them fa-

vouring a “detect and respond” stance. 

Most companies still rely on basic de-

fences such as antivirus solutions and fire-

walls (at 69 per cent and 67 per cent re-

spectively). This is especially predomin-

ant in the health care, education and gov-

ernment sectors. At the other end of the 

spectrum,  two-factor  authentication,  

anti-ransomware and biometrics have 

low levels of adoption. 

There is much work to be done to con-

vince companies to become more proact-

ive in the fight against cyberthreats. Fifty 

per cent of the organisations surveyed 
conduct a yearly review of cyber security 

policies and standard operation proced-

ures, while only 39 per cent do it more 

than once a year. To effectively detect and 

help mitigate cyberattacks, employees 

should be trained more than once a year. 

This is due to the nature of the industry 

that is constantly evolving. Up-to-date 

training also keep employees on their feet 

as it forces them to revisit what they have 

learned and equips them with additional 

information on the latest traps to avoid. 

That said, threat management is an ad-

vanced discipline that often requires 

people with the experience, knowledge 

and skills to make sense of complex in-

formation that may come from multiple 

interconnected sources. Alongside dedic-

ating trained employees within an organ-

isation, a centralised security platform 
can help ensure that companies stay 

away from unwanted cyber breaches, and 

have processes streamlined to avoid fatal 

mistakes. Ultimately, the combination of 

dedicating people with advanced know-

ledge in cyber security and the availabil-

ity of smart tools that help prevent cyber-

threats will enable companies to focus on 

the core business. 

CREATING A SAFE PATH
Equipping a company with the right tools 

and educating employees on data secur-

ity may seem like a daunting task, and as 

the survey revealed, organisations across 

the region seem to be overwhelmed by 

the plethora of cyber security solutions 

available in the market. But before we 

even choose which solutions to deploy, 

we need to evaluate our mindset towards 

cyber security. With the multitude of cy-
berthreats that we have heard about in 

the past couple of years, it seems that or-

ganisations have already given up and ac-

cepted that threats will indeed persist. 

While this is true, it does not mean that we 

should wait until we become a subject of 

a breach. Prevention is still important, 

and should never be neglected by organ-

isations – especially those providing crit-

ical services such as financial institutions, 

hospitals, utility providers and even the 

government.

❚ The writer is vice-president and regional 

chief security officer, Asia-Pacific, Palo 

Alto Networks
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Time for Asian businesses 
to ramp up their
cyber security defences

For  employers
in Singapore,
there may  be

a  significant 
opportunity  to 

provide a  sense of 
empowerment 
and belonging

to the  workplace  
as a  way

of fostering
a  stronger  

employer brand.

Companies that  
regularly  prune
their portfolio,
take an active  hand  
in preparing  assets 
for  sale,  manage
the separation  and 
use the sale  funds
to acquire  core 
assets in a  repeatable  
M&A programme  
make divesting
a  win-win  for
buyers and sellers.

Divestitures can  yield  significant  shareholder value  when  designed 
to command  an  optimal price. BY JIM WININGER AND USMAN AKHTAR

The Business Times | Friday, August 25, 2017
OPINION | 21


