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The first operating choice

On January 5, 2022, Eaton announced that it had completed its acquisition of Royal Power
Solutions, a manufacturer of high-precision electrical connectivity components. Assume you are
advising a hypothetical integration lead for Eaton as the new owner. Your task is to recommend
how RPS should operate over its first 12-24 months inside Eaton: preserve it as a focused
specialist with deliberate links to Eaton, integrate it rapidly into existing businesses, or stage
the integration and expand shared activities only when evidence supports doing so.

Eaton paid $600 million, or approximately 13.6 times RPS's estimated 2022 EBITDA. The
announced footprint included about 450 employees, manufacturing in Carol Stream, lllinois, and
Querétaro, Mexico, plus a sales and engineering office in Canton, Michigan. RPS served
electric-vehicle, energy-management, industrial, and mobility markets. Eaton's Industrial Sector
president said the acquisition would enhance Eaton's ability to pursue electrification across
eMobility, aerospace, and electrical businesses. These are transaction facts and management's
strategic rationale; Eaton did not disclose RPS's standalone financial statements, customer list,
product margins, or the integration plan. [P1]

The acquired company brought specialized products and people into a portfolio that already
spanned electrical, vehicle/eMobility, aerospace, and other power-management businesses. The
operating question was immediate. Which customer, engineering, manufacturing, sourcing, and
systems links should be established quickly? Which capabilities depended on RPS's existing
teams and relationships and might be disrupted by changing them too soon? What evidence
would tell the integration lead that the chosen pace was working?

What Eaton could connect

Eaton already had an organizational example of combining capabilities across business lines. In
April 2021, Eaton reported that its eMobility business had won a power-distribution-unit and
fuse supply agreement for an unnamed global manufacturer's battery-electric light commercial
vehicle. Eaton described eMobility as combining Electrical and Vehicle products, expertise, and
manufacturing. This illustrates a possible route for RPS to reach complementary engineering
and customer interfaces. The release did not identify RPS as part of the award, disclose its
contract value or quantities, or establish repeatable cross-selling economics. [P3]
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Eaton's recent portfolio activity offered another consideration. Its third-quarter 2021 filing
reported acquisitions of Tripp Lite, assigned to Electrical Americas, and Green Motion, assigned
to Electrical Global. It also discussed acquisition and divestiture costs and supply-chain
constraints. The filing shows that Eaton had experience adding businesses while managing
operating pressures; it does not establish that Eaton lacked integration capacity or that those
transactions succeeded or failed. It predates the RPS close and contains no RPS operating data.
[P2]

Competitors offered different organizational clues. Amphenol described a flat, entrepreneurial
system in which general managers had business responsibility and could draw on
larger-company resources. It reported automotive sales at about 17% of 2020 net sales,
including electric-vehicle applications. That account makes specialist accountability with
group-level access a credible design, though a competitor's self-description does not prove its
effect on acquisition performance or fit for Eaton. [C1]

TE Connectivity's fiscal 2021 annual report described transportation products across automotive
and commercial transport, including terminals, connectors, battery technologies, and charging
solutions. This establishes that RPS would operate alongside large, established portfolios in
relevant markets. It does not show product-level market shares, customer overlap, or relative
economics between TE, Eaton, and RPS. [C2]

Exhibit 1. RPS at closing

Iltem Publicly disclosed position
Consideration $600 million
Price multiple Approximately 13.6x

estimated 2022 EBITDA

Employees Approximately 450

Manufacturing locations Carol Stream, lllinois;
Querétaro, Mexico

Sales and engineering office Canton, Michigan

Described end markets Electric vehicles, energy
management, industrial,
mobility

Eaton's stated strategic rationale Strengthen its ability to pursue

electrification across eMobility,
aerospace, and electrical
businesses

Source: Eaton closing release, January 5, 2022, 191-3 [P1]. The multiple uses Eaton's estimate;
the release does not provide target revenue, margins, EBITDA bridge, or the assumptions
behind the estimate. The information does not establish customer overlap, cross-sell potential,
facility capacity, or synergy value.

Choosing a structure and pace

The hypothetical integration lead could recommend one of three operating paths:
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1. Preserve a focused specialist. Keep RPS's engineering, customer programs, and
manufacturing under dedicated leadership, while creating named interfaces for Eaton
account access, technical collaboration, and shared resources. This could protect continuity
and accountability. It could also leave valuable capabilities disconnected or make
coordination dependent on informal relationships.

2. Integrate rapidly into Eaton's businesses. Move customer coverage, product
development, sourcing, and operating systems into relevant eMobility and electrical
organizations. This could make resources easier to share and clarify accountability across
Eaton. It could also disrupt customer and employee relationships before the integration team
understands where RPS's specialized knowledge resides.

3. Stage integration against evidence. Preserve core teams and delivery responsibilities
initially, establish limited joint account and engineering work, and broaden shared processes
only after agreed operational and customer milestones. This preserves the ability to learn,
but takes management attention and may delay coordination benefits. These alternatives
are designed for this case; Eaton did not announce them as its actual choices.

The academic literature helps make the trade-off more specific. Ranft and Lord's study of seven
U.S. high-technology acquisitions argues that important knowledge can be tacit and embedded
in employees, teams, and customer relationships. Their qualitative findings describe a tension:
interaction can enable transfer, while poorly paced integration can damage the people and ties
carrying the knowledge. This offers mechanisms to investigate, not a numeric estimate or a
conclusion about RPS. [A1]

Capron and Mitchell's abstract proposes that resources redeployed in both directions after a
horizontal acquisition may improve capabilities such as R&D, time to market, quality, cost, and
flexibility. Only the abstract was consulted for this case; its methods and empirical results were
not reviewed. Treat this as a question prompt: what can RPS receive from Eaton, and what
might Eaton learn from RPS? [A3]

King and coauthors' meta-analysis of 93 studies and 852 effect sizes found heterogeneous
post-acquisition performance evidence, with several average associations weak or negative.
The study-level combined sample count is not a count of unique acquisitions, and its
correlations are not percentage returns or Eaton-specific causal estimates. The finding cautions
against assuming strategic fit guarantees value; it cannot select an RPS organization design.
[A2]

Exhibit 2. A proposed integration scorecard

The measures below are candidates for the hypothetical integration lead to propose. No
baseline or target values were disclosed at the cutoff.

Dimension

Talent and knowledge
continuity

Customer and program
continuity
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Possible evidence

Retention of key
engineering and program
leaders; succession
coverage; employee
departures by critical role

On-time delivery, quality
events, customer
escalations, program
qualification milestones

What it could reveal

Whether specialist
expertise and
relationships remain
accessible

Whether operating
changes disrupt existing
commitments

What it would not prove
alone

That retention is sufficient
for product or commercial
success

That new shared accounts
or designs will be
profitable



Dimension

Cross-business coordination

Capability transfer

Operating coordination

Possible evidence

Joint customer
introductions; shared
design reviews;
Eaton-originated qualified
opportunities

Time to qualification; joint
design wins; documented
adoption of RPS or Eaton
technical practices

Sourcing or manufacturing
changes with measured

What it could reveal

Whether planned
interfaces are being used

Whether learning occurs in
both directions

Whether shared processes
improve operations

What it would not prove
alone

That activity converts to
design wins or incremental
sales

That a design win yields
attractive lifetime
economics

That a change should be
scaled across all products

quality, cost, and delivery or facilities

effects

The recommendation

The public record gives the integration lead a transaction price, an approximate employee and
location footprint, Eaton's stated electrification thesis, and examples of Eaton's internal
coordination. It does not provide RPS's product economics, customer dependencies, workforce
roles, facility utilization, qualification pipeline, or specific integration costs. The
recommendation must therefore distinguish the hypotheses from the facts and state what
internal evidence would change the chosen pace.

Should Eaton initially preserve RPS as a specialist, integrate it quickly, or stage specific links
and responsibilities? Which activities should be shared first, and which should remain with RPS
while the new owner learns more? What milestones should trigger broader integration, and
what evidence should prompt Eaton to pause or reverse a change? Recommend a design that
balances operating continuity with timely coordination and specifies how Eaton can test its
value hypotheses.
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Discussion questions

1. What value-creation hypotheses does Eaton's closing announcement support, and which
remain untested?

2. Which RPS activities or relationships are most likely to depend on tacit knowledge? What
evidence should Eaton gather before changing reporting lines or systems?

3. Compare preserving a specialist, rapid integration, and staged integration. Which specific
activities belong in each design during the first year?

4. What leading and lagging indicators would justify expanding shared customer, engineering,
sourcing, or manufacturing activities? What would count as a stop signal?

5. How should Eaton's recent acquisitions, eMobility structure, and competitor examples affect
the choice without being mistaken for proof of RPS-specific outcomes?

Sources and cutoff

The information cutoff is January 5, 2022. Source locators and access limitations are recorded in
the research source register and evidence extraction.

* [P1] Eaton, “Eaton acquires Royal Power Solutions,” January 5, 2022, 991-3. Company release

» [P2] Eaton Corporation plc, Q3 2021 Form 10-Q, filed November 2, 2021, Note 2, printed pp.
5-7; MD&A, pp. 27-31. SEC filing

» [P3] Eaton, “Global OEM selects Eaton’s power distribution technology for new electric vehicle
platform,” April 6, 2021, 191-4, 8. Company release

» [P4] Eaton Corporation plc, 2020 Form 10-K, filed February 24, 2021, Part |, Item 1, printed
pp. 3-10. SEC filing

* [C1] Amphenol Corporation, 2020 Annual Report, printed pp. 4-7. Company annual report

* [C2] TE Connectivity Ltd., FY2021 Annual Report, Part |, ltem 1, “Transportation Solutions,”
printed pp. 4-6. Company annual report

* [A1] Ranft, Annette L., and Michael D. Lord. 2002. “Acquiring New Technologies and
Capabilities: A Grounded Model of Acquisition Implementation.” Organization Science 13(4):
420-441, especially pp. 424-436. INFORMS record

* [A2] King, David R., Dan R. Dalton, Catherine M. Daily, and Jeffrey G. Covin. 2004.
“Meta-analyses of Post-acquisition Performance: Indications of Unidentified Moderators.”
Strategic Management Journal 25(2): 187-200, especially pp. 192-200. Accepted manuscript

* [A3] Capron, Laurence, and Will Mitchell. 1998. “Bilateral Resource Redeployment and
Capabilities Improvement Following Horizontal Acquisitions.” Industrial and Corporate
Change 7(3): 453-484. Abstract only consulted. Article record

The integration lead, operating paths, scorecard, and decision exercise are constructed for
teaching. No post-cutoff integration choices, results, or financial outcomes are included.
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https://www.eaton.com/us/en-us/company/news-insights/news-releases/2022/eaton-acquires-royal-power-solutions.html
https://www.sec.gov/Archives/edgar/data/1551182/000155118221000184/etn-20210930.htm
https://www.eaton.com/us/en-us/company/news-insights/news-releases/2021/oem-selects-eaton-pdu.html
https://www.sec.gov/Archives/edgar/data/1551182/000155118221000022/etn-20201231.htm
https://amphenol.com/docs/2020-annual-report
https://www.te.com/content/dam/te-com/documents/about-te/our-company/global/annual-report/te-connectivity-ltd-2021-annual-report.pdf
https://pubsonline.informs.org/doi/abs/10.1287/orsc.13.4.420.2952
https://epublications.marquette.edu/mgmt_fac/99/
https://academic.oup.com/icc/article/7/3/453/2648773/7-3-453.pdf

