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ABSTRACT 

The present study tries to explore the nature, of employees' reactions to mergers & 

acquisitions (M&A). The aim is also to identify the causes and outcomes of these 

reactions and their impact on the success/effectiveness of the merger or acquisition. The 

study was conducted in the banking sector and two merger cases were studied in depth. 

Case 1 merger involved a public sector and a private sector bank and Case 2 involved the 

merger of two banks in the private sector. Employees' reactions to M&A can be varied 

depending on the perceptions people hold about the merger process. An attempt has been 

made to compare the two merger cases in terms of success or failure indicated by the 

achievement of synergy targets and expectations. 

The methodology involved both a questionnaire method as well as a qualitative study by 

way of interviews. The sample size for the questionnaire survey was 225 which included 

executives at different hierarchical levels and from different functional areas. The 

measuring instruments used in the study were standard tools. Factor analysis and 

reliability tests were conducted. Qualitative data was obtained through in-depth 

interviews conducted on 34 respondents belonging to all the merger partners. The basic 

objective of these in-depth interviews was to explore the way employees conceptualized 

the various reactions to M&A and to identify the causes of these reactions and their likely 

impact on outcome variables like organizational commitment and organizational 

citizenship behavior. 
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The reactions to M&A were conceptualized in terms of Affective, Behavioral & 

Cognitive. Supportive Climate, Leader member exchange (LMX), Communication 

effectiveness and Stress were taken as predictors for the three types of reactions to M&A. 

The reactions to M&A were expected to lead to outcomes like organizational 

commitment and organizational citizenship behavior. Given its significance, 

communication effectiveness was treated as a mediator in between the relationship, 

leader member exchange and reactions to M&A. Since, reactions to M&A is an important 

variable in the study, the mediation effect of this variable on the relationship between 

stress (role erosion, role overload and role ambiguity) and organizational commitment 

relationship and organizational citizenship behaviors was studied. The conceptual model 

was tested both statistically and through qualitative data. 

Results indicate that cognitive reactions to M&A are predicted by some predictors and 

they also predict certain outcome variables like organizational commitment and 

organizational citizenship behavior. Stress due to role ambiguity only predicts affective 

reactions to M&A. Climate support also predicts affective reactions to M&A and not the 

other reactions to M&A. Cognitive reactions to M&A are predicted by communication 

effectiveness. Perceived contribution dimension of LMX also predicts cognitive reactions 

to M&A. 

Reactions to M&A predict outcomes such as organizational commitment and 

organizational citizenship behavior. Organizational commitment is predicted only by 

cognitive reactions to M&A and not other reactions to M&A. Sportsmanship is predicted 
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by affective and cognitive reactions to M&A. Altruism and Conscientiousness are not 

predicted by any of the reactions to M&A. 

Reactions to M&A were treated as a mediator variable between stress (role overload, role 

ambiguity and role erosion) and organizational commitment. Results from the mediation 

tests reveal that cognitive reactions to M&A act as a mediator between role erosion and 

organizational commitment. Thus, cognitive reactions to M&A predict organizational 

commitment and the results prove partial mediation between stress and organizational 

commitment. 

The findings of the study throw light on issues of critical importance in a merger situation. 

Cognitive reactions emerge as important in M&A situations. Researchers have identified 

`merger syndrome' which is characterized by intensive emotions like fear, insecurity, 

anxiety and the like (Appelbaum et al., 2000b; Dickman, 2000; Marks & Mirvis, 1986., 

However, these emotions are rooted in cognitive appraisals of the situation and hence the 

root to dealing with employee reactions is cognitive which needs to employ the 

mechanisms of informative communication. 

The results have implications for LMX enhancement interventions. In general enhancing 

work related interaction through guiding, sharing and communicating (Bauer & Green, 

1996) can result in positive employee reactions to M&A's. Leaders also need to be 

trained to develop skills for providing informative communication to all the employees. 

v 



LIST OF CONTENTS 

Title 	 Page 
Numbers 

List of Tables.. 	 xiii 

List of Figures ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... .... 	xvii 

xix 

Chapter 1 	INTRODUCTION 1-17 

Background 1 

Levels of Employee Reactions to M&A 	  3 

Importance of Communication in M&A 	  6 

Organizational Climate 	  10 

Leader Member Exchange 	  10 

Role Stress 	  11 

Functional View of Reactions to M&A 	  12 

Guiding Research Questions 	  12 

Relevance of the Study 	  12 

Organization of the Thesis 	  13 

CHAPTER 2 	LITERATURE REVIEW 18-61 

Introduction 	  15 

vi 



The Concept of Merger and Acquisition 	15 

Mergers as Change Situations (Employees' Perspective) 	16 

Employee Reactions to M&A 	17 

Managers' Turnover during M&A 	25 

Effective Communication in M&A. , 	27 

Organizational Climate 	33 

Stress During M&A 	36 

Role of Leadership in M&A 	38 

Leader Member Exchange and M&A 	39 

Organizational Commitment in M&A 	41 

Organizational Citizenship Behaviors & M&A 	43 

Altruism 	44 

Courtesy 	45 

Conscientiousness 	45 

Sportsmanship 	45 

Civic Virtue 	45 

Research Objectives 	53 

Scope of the Study 	 57 

CHAPTER 3 RESEARCH METHODOLOGY 	 62-86 

Research Methods in M&A 	58 

vii 



Quantitative Study 	59 

Research Site 	59 

Participants 	60 

Profile of the Respondents 	 ... 	61 

Instruments Used 	63 

Merger Move Reactions 	63 

Organizational Communication 	67 

LMX-Quality of Interaction 	68 

Climate of Support 	71 

Organizational Role Stress 	72 

Organizational Commitment 	74 

Organizational Citizenship Behavior 	77 

Overall Observations 	79 

Analysis 	80 

Case Studies 	81 

CHAPTER 4 CASE STUDIES 	 87-116 

Methodology for Case Studies 	83 

Case 1 Merger 	84 

Facts of the case 	84 

viii 



Awareness Levels and Communication about the Merger 	86 

Brief Demography of the Merging Partners 	87 

Flight of Talent 	88 

Dearth of Personnel and Resources 	89 

Salary Levels 	89 

Decision-Making 	90 

Employee Perceptions 	90 

Case 2 Merger 	90 

Why Merge 	90 

What Happened in the Merger 	91 

Meshing of Cultures 	92 

Changes in Structure 	94 

Communicating the Merger 	97 

The Merger Process 	101 

Day 1 Activities from HR Viewpoint. 	101 

Integration Process 	103 

New Mission Statement 	104 

HR Issues in Integration 	105 

Reviewing Compensation Levels 	105 

Performance Culture 	106 

Roadmap for the Merger 	108 

ix 



Learning from the Cases 	108 

CHAPTER 5 PREDICTORS OF EMPLOYEE REACTIONS TO 	117-140 

M&A 

Introduction 	112 

Predictors of Reactions to M&A: Direct Relationships 	 113 

Supportive Climate and Reactions to M&A 	114 

Communication Effectiveness and Reactions to M&A 	115 

Stress as an Individual Level Predictor of Reactions to M & A 	117 

Results 	117 

Best Predictors of Cognitive Reactions to M&A 	119 

Best Predictors of Affective Reactions to M&A 	120 

Leader Member Exchange and Reactions to M&A: Mediated Relationships 	121 

Communication Effectiveness as a Mediator of LMX and 

Merger Reactions relationships 	124 

Results 	126 

Discussion 	132 

CHAPTER 6 BEHAVIORAL OUTCOMES OF REACTIONS TO 	141-168 

M&A 

Introduction 	134 

Employee Reactions to M&A 	134 

x 



Commitment as an Outcome of Reactions to M & A 	135 

Citizenship Behavior (OCB) as an Outcome of Reactions to M&A 	136 

Stress and Organizational Commitment 	137 

Stress and Organizational Citizenship Behavior 	 139 

Stress and Reactions to M&A 	140 

Reactions to M&A and Organizational Commitment and 

OCB 	141 

Employee Stress, Reactions to M&A and Employee 

Outcomes 	 143 

Results 	144 

Stress as Predictor of Affective Reactions to M&A 	145 

Stress as Predictor of Cognitive Reactions to M&A 	146 

Reactions to M&A as Predictor of Organizational Commitment 	151 

Reactions to M&A as Predictor of Conscientiousness 	152 

Reactions to M&A as Predictors of Sportsmanship 	153 

Reactions to M&A as Predictors of Altruism 	154 

Testing the Final Mediation Condition 	155 

Role Erosion, RMC as Predictors of Sportsmanship 	156 

Discussion 	157 

CHAPTER 7 CONCLUSION AND IMPLICATIONS 	 169-182 

Introduction 	162 

Summary of Results 	163 

xi 



Stress as a Predictor of Reactions to M&A 	163 

Communication Effectiveness as a Mediator in LMX - Reaction to 

M&A Relationship 	165 

Reactions to M&A and Outcome Variables 	165 

Stress as a Predictor of Organizational Commitment 	167 

Reactions to M&A: Mediator in Role Erosion and Organizational 

Commitment relationship 	168 

Reactions to M&A as Predictors of OCB 	168 

Implications of the Study 	169 

Limitations and Scope for Future work 	173 

References...... ... ... ... ... .......................................... ............ ............  	183 

Annexures. 	 201 

About the Researcher . 	 214 

xii 


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16

