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Nordson had completed a major acquisition nine months earlier. ARAG, an Italian supplier of
precision controls and smart fluid components for agricultural spraying, now sat within
Nordson’s Industrial Precision Solutions (IPS) segment. The acquisition added a distinct product
portfolio and agricultural customer base. It also raised a practical question: how much should
Nordson bring ARAG into common processes, systems, and resource sharing, and how much
should it leave under ARAG’s own leadership?

At the May 2024 cutoff, Nordson had not publicly described an ARAG-specific integration
blueprint, synergy target, or post-close scorecard. Public filings combined ARAG with the wider
IPS segment. The leadership team therefore had to decide how to govern integration while
recognizing that the available results could not establish whether ARAG itself was thriving or
struggling.

A division-led company adds a new business
Nordson’s stated strategy, Ascend, combines its NBS Next growth framework, a division-led
“Owner Mindset,” and a talent strategy. NBS Next uses data-based market segmentation to
focus resources on profitable-growth opportunities. The acquisition strategy emphasizes
differentiated precision technology, attractive growth markets, and customer-centric business
models. Those principles can support both shared corporate capabilities and decision-making
close to customers; they do not prescribe how ARAG should be integrated.

ARAG makes electronic control systems, sensors, valves, pumps, and related fluid components
used in agricultural spraying. Nordson announced the acquisition in June 2023 and completed it
on August 24, placing ARAG as a division in IPS. At announcement, Nordson cited projected
FY2023 sales of €155 million and a transaction valuation of about 16.5 times projected FY2023
EBITDA. Those were deal-date estimates, not reported post-close results. Nordson disclosed
acquisition cost of approximately €957 million net of repayment of acquired debt, financed in
part through a €760 million term facility.

The deal appears strategically adjacent to Nordson’s precision-technology businesses. The
available disclosures do not say which engineering, sourcing, sales, software, finance, or
operating capabilities management planned to combine. Nor do they describe decision rights
retained by ARAG or targets for customer retention, cross-selling, or cost savings.
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What the first combined results show
For the second quarter of fiscal 2024, ended April 30, Nordson reported consolidated sales of
$650.6 million, roughly flat with the year-earlier quarter. Its rounded growth bridge showed a
5% acquisition contribution offset by a 4% organic decline. These company-wide figures
combine businesses and do not isolate ARAG.

IPS reported Q2 sales of $367.0 million, up 9.3%. Nordson’s rounded bridge attributed 8.6% to
acquisitions, 1.5% to organic growth, and negative 0.8% to currency. The acquisition
contribution covered IPS acquisitions and was not reported as ARAG-only sales or growth.

IPS operating margin was 32.1%, compared with 33.3% a year earlier. Nordson attributed most
of the 1.2 percentage-point decline to $5.4 million of higher intangible amortization associated
with ARAG. Amortization reflects acquisition accounting; it does not measure cash integration
spending, operating disruption, or synergies. The filing provides no counterfactual margin
showing how IPS would have performed without ARAG.

Elsewhere in Q2, Materials Flow Solutions (MFS) sales rose 1.5% to $169.0 million. Advanced
Technology Solutions (ATS) sales fell 22.4% to $114.7 million, including a 21.6% organic
decline; ATS operating margin declined from 17.6% to 16.4% as lower sales reduced leverage.
These contrasting results sharpen the question of how Nordson should direct managerial
attention and resources, but they do not show that ARAG caused another segment’s
performance or should receive resources at its expense.

At the company level, selling and administrative expense rose 9.8%, which Nordson attributed
primarily to the first-year effect of an acquisition and related costs. Interest expense also
increased, primarily due to higher average acquisition-driven debt. Neither line isolates ARAG or
specifies a remaining integration budget.

Cycle, integration, or both?
Management said demand for electronics had not yet converted into orders and that European
agricultural-equipment customers were slowing investment in spray implements. It described
both pressures as temporary. These explanations could account for weak demand without
implying an integration problem. But “temporary” was management’s assessment at the time,
not a verified outcome.

The evidence allows other interpretations. If ARAG’s performance depended on rapid product
changes, local agricultural knowledge, or close ties with equipment makers, broad process
standardization could weaken customer responsiveness. Conversely, common procurement,
engineering resources, data systems, or commercial access might help ARAG scale within
Nordson. The public record did not quantify either potential benefit or risk.

Nordson’s risk disclosures underscored the stakes. Acquisitions could fail to deliver expected
synergies, absorb management attention, or affect retention of employees, customers, and
suppliers. Integration could also require uniform controls and systems. The company disclosed
risks to monitor, not evidence that those risks had materialized at ARAG.
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What research can contribute
Post-acquisition integration research cautions against treating integration as a single
all-or-nothing choice. Lawton and coauthors’ longitudinal study of Audi and Lamborghini
describes integration intensity changing across four phases: early platform and process
integration, a period of greater autonomy, renewed integration and capability transfer during
scaling, and later renewed autonomy. It offers a way to think about integration as a revisable
set of choices. The study follows one luxury-automotive acquisition; its reported business
growth is not an estimate of what Nordson can achieve.

Wei and Clegg’s abstract on six medical-technology acquisitions frames integration at different
levels and across functions, with value creation or leakage depending in part on functional
choices. The full text was not reviewed for this case, so it serves only as a contextual prompt. A
review by Graebner and coauthors organizes integration research around strategic,
sociocultural, and learning dimensions and highlights process over time. The case uses that
abstract-level synthesis as a checklist, not as a company-specific prescription.

Together, these studies suggest useful questions: Which capabilities benefit from common
ownership or standards? Which need local authority? What should be monitored as integration
proceeds? They do not show that a selective approach will outperform broad integration or
greater autonomy at Nordson.

The leadership discussion
Nordson’s senior team must set an initial governance approach for ARAG. Three broad
alternatives frame the discussion; they are analytical choices, not plans disclosed by
management:

1. Deepen common integration: standardize a broad set of processes, systems, and support
functions across IPS to pursue scale, control, and resource-sharing benefits.

2. Preserve ARAG’s autonomy: keep most operating and customer-facing decisions with
ARAG, while meeting Nordson’s financial, risk, and reporting requirements.

3. Stage integration by function: select common processes where shared resources or
controls appear valuable, preserve local authority where it may protect product and
customer capabilities, and revisit each choice as evidence accumulates.

The choice should specify functions and decision rights rather than use “integration” as a single
label. For each proposed change, leadership must state what value mechanism it expects, what
capability or stakeholder could be harmed, how it will know, and when it will review the choice.

Discussion questions

1. What does the Q2 evidence establish about IPS, and what does it leave unknown about
ARAG’s stand-alone performance? Why is acquisition contribution not an ARAG growth rate?

2. How should leaders interpret the IPS margin decline when Nordson attributes most of it to
acquisition-related amortization? What additional evidence would distinguish accounting
effects from integration outcomes?

3. Which functions or decisions should be common across Nordson and ARAG, and which should
remain local? Compare the expected value mechanisms and risks of each alternative.
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4. How should leaders treat management’s view that agricultural and electronics demand
weakness is temporary? What evidence could distinguish a cycle from customer losses or
integration problems?

5. Propose a small set of evidence gates for increasing, maintaining, or relaxing integration.
Include customer and employee outcomes, operating performance, and realized-not merely
planned-benefits. Identify the baselines and denominators needed.

6. What do the academic studies help you ask? What conclusions about ARAG would exceed
their evidence?
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