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Background


CNET is one of the most prominent and successful web portals in the world. It provides a variety of product and shopping information about computers and other electronic products and is a popular online resource for technology information. Revenue for CNET comes from fees generated by referrals to online retailers and from advertising on its web site. In January 2000, CNET acquired MySimon, an online service that allows consumers to compare prices of items available online, for US$700 million. Then, in October 2000, CNET Networks completed the acquisition of Ziff-Davis Inc. and its online business ZDNet for US$1.6 billion. 


Together, CNET and ZDNet have an online audience of 16.6 million unique users without overlap, and a combined reach in 23 countries. Between the both of them, they reach into every key Asian market, with a total of 16 web sites. Although ZDNet was essentially CNET’s competitor, according to Vice-President of CNET Networks Asia-Pacific Adam Power, online audiences for CNET and ZDNet are largely unduplicated and they have been able to build up separate brand identities and attract unique audiences. In addition, CNET Networks hopes to build on the complementary advantage of the respective brands and take advantage of being able to share centralized resources, such as technology, finance and marketing.


The scale of such a merger provided huge challenges for the management. In this report, we examine some aspects of the problems the company faced after the merger and some of the steps they took to overcome those problems. In areas where problems arose unseen by their management, or their solutions have failed, we suggest possible solutions to tackle the situations they faced.

The New Structure and Decision-Making


At the helm of CNET NETWORKS ASIA PACIFIC is Adam Power, who's currently based in Australia. Heading operations in Singapore is Roger Yuen, who's the managing director and vice president of CNET NETWORKS ASIA Pacific. He oversees operations of CNET SINGAPORE, ZDNETASIA and CNET MALAYSIA. The three brands, with the exception of the latter, are based in Singapore. 

Roger Yuen answers directly to Adam Power. After the merger of CNET and ZDNet, the chief editor for the business and technology section in ZDNet Asia, Fang Ming, also had to answer to Adam Power. Looking at the big picture, Adam Power, as the Asia-Pacific Regional Director, answers to the main headquarters of CNET Networks in the United States.


However, sources have revealed that CNET is moving towards the implementation of a matrix hierarchy, where more than one person answers to another. This could sometimes reach across the same level, for example, from regional director to regional director. This results in a less rigid structuring of the strictly hierarchal company structure of the past. As this new system has just been implemented at CNET, it is still too early to comment on the likelihood of success or failure for the matrix hierarchy, but it is likely that it will improve discussion and consultation during the decision-making process, which we feel is crucial to two companies that have just merged and need to feel each other out.

Downsizing and streamlining of resources

Due to the similar nature of both CNET and ZDNet as web portals, upper management had to downsize the company. The company’s business process had to be streamlined and changes to the company’s business model had to be made. Although it was undesirable, retrenchment was inevitable in a situation where two companies had a very similar set of resources. Downsizing was necessary to streamline and integrate these resources. 

One of the most prominent examples of downsizing after the merger involved the computer games web sites both companies had. CNET had Gamecentre while ZDNet Asia had Gamespot. However, the direction from the CNET headquarters in the United States was to close down Gamecentre as it had less page views compared to Gamespot. Ironically, it was the employees from ZDNet Asia’s Gamespot Asia who had to be laid off, while employees from Gamecentre were drafted over to help maintain Gamespot.


Although the reasons for downsizing are understandable, the management could have dealt with some of the issues more suitably. For example, one of the editors from ZDNet was given a mere 30 minutes to “clear out his office” when the companies first merged. Some others had a few hours to do the same. Most were not given more than one day’s notice.


This produced an undesirable fear in the working environment for some of the employees. One of them said that while she understood why they had to downsize the company, she also felt “sad and angry”. She added: “After this incident, I feel very insecure about my job, (I) always worry about losing my job.”


Some measures could have been taken to avoid this sticky and unhappy situation. Firstly, a longer period of notice should have been given to most of the retrenched employees. In this way, those who have to leave will be less resentful, while those that stay will be less fearful of being the next one to go. Furthermore, a longer period of notice allows those who are laid off to hand over their job properly to the people who are taking over.


Secondly, CNET could have held meetings to help allay the fears of those who stayed behind. In the meetings, they can explain their rationale for the retrenchment and why those who were laid off had to go. This can help reassure the employees who are staying on.

Marketing two different brands


After the merger, there was a problem differentiating the two brand names, as both sites served almost similar audiences. After all, before the merger, they were direct competitors. Instead of merging both CNET and ZDNet into one web portal, a decision to forge unique identities for each of the both sites was taken.


When CNET and ZDNet first merged, there were separate teams working on the two web sites in Singapore, in the same office. However, this subsequently gave rise to a combined team who worked on both sites.


The new marketing strategy was to segment the market into personal users and industry-based users, with CNET targeting the former and ZDNet targeting the latter. For example, CNET will carry more product reviews and information that is more likely to affect the man-in-the-street. However, ZDNet will carry more reports on the developments in the telecommunications or the information technology industry. In this way, one can liken CNET to the “Computer Times” pullout section of the Straits Times, while ZDNet is more similar to “Information Technology” (IT) pages in Straits Times.


However, while marketing segmentation for the two web portals are clear, the same cannot be said for their marketing strategies. It is not entirely clear to us as users that the two are actually targeting different audiences. There is some indication of the direction that ZDNet is taking, because their reports are sometimes used for the IT pages in Straits Times. They also provide IT stories to Channel NewsAsia, showing that they are appealing to the industry-based users.


However, CNET does minimal marketing and seems to be banking on their brand name. While it is true that they have a strong brand name, it needs to be constantly reiterated to the consumers. CNET’s attitude towards marketing their product is clear from their staffing. There is only one person in the marketing department of CNET.


As such, we feel that CNET should hire more staff in this area to help them build a stronger brand name. They can advertise more in consumer IT magazines and hold competitions targeted at home users. Such marketing strategies can be refined and planned more professionally if CNET has a stronger marketing department to advertise their brand name.

Clash of corporate cultures


Initially, although they were housed under one roof, the teams of CNET and ZDNet were each maintaining their own website. There was direct competition as both teams were performing similar tasks and this led to some friction between both teams. Due to the similar nature of their job scope, there were instances where one team would actually hide their proposals to prevent the other team from stealing the idea.

The situation took a turn for the better after the teams were merged into one. This was not a smooth transition however. At the micro level, CNET people did not know how ZDNet Asia people worked and vice versa. There was a period of acclimatization where both teams learned about each other’s working practices and norms as the merger of the two teams took effect. The easing-in period was necessary due to different working styles among the two organisations as CNET Singapore was a smaller business entity with a somewhat free-and-easy manner. On the other hand, ZDNet Asia was more systematic in their business approach. This process of getting used to each other was sped up by some off-site activities to let employees in both CNET Singapore and ZDNet Asia get to know each other better.

The period of getting to know each other is a necessary one in the case of mergers. In this case, CNET has performed well in blending the work cultures of the two companies. Organising activities such as Family Days and celebrating birthdays will create greater harmony among the employees. Although the effect is not immediate, it is understandable that such measures will take some time to implement and succeed.
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