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Abstract
Mergers and acquisitions are an important strategic option for a corporation to drive higher growth

and profitability. Despite significant investments being made in mergers and acquisitions, past
experiences indicate that many mergers and acquisitions fail. The failure is often attributed to
employees’ resistance to change. Factors, such as organisation change, culture, leadership, trust, and
communication, among others, lead to employees’ resistance to change. This issue has a significant
impact on service organisations since human capital is their key source of competitive advantage. The
purpose of this study is to determine factors influencing employees’ resistance to change during the
post-merger integration. This paper synthesises findings from a systemised literature review of ‘peer-
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reviewed’ research papers, published from November 2020 to November 2023, in ProQuest and
EBSCOhost databases with keywords ‘employees’ resistance to change’ and ‘post-merger
integration’. The findings establish strategies managers could adopt such as creating a continuous
learning environment, recognition of the existence of subcultures within a culture, greater involvement
of middle managers in the integration phase, devising an appropriate reward plan for early adopters,
and focusing on the pace of changes. The study outcomes will help organisations in designing effective
post-merger integration programmes leading to efficient use of capital.
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1. Introduction

M&As have become an important strategic choice for corporates. The importance of M&AS
in the global economy has been steadily increasing. During the five years from 2018 to 2022, the M&A
deal market value each year ranged between USD 3.6 tn to USD 5.9 tn (Haller et al., 2023).

There are multiple drivers for an organisation to carry out an M&A. It could either be to
acquire more parts of the value chain of its existing product or services (referred to as the vertical
merger) or combine with another organisation in a similar industry to increase market share, expand
product portfolio, realise revenue and cost synergies (referred to as the horizontal merger).

Regardless of whether it is a vertical or horizontal merger, one of the key objectives of an
M&A is to benefit through synergies. Synergy, the increase in value that is generated by combining
two entities to create a new and more valuable entity, is the magic ingredient that allows acquirers to
pay billions of dollars in premiums in acquisitions. While there is some evidence of synergy in the
aggregate across all acquisitions, most mergers fail to deliver any synergy (Damodaran, 2005).

An M&A process has various phases, starting from the pre-merger evaluation phase, the
closing phase (when an M&A transaction is closed, and the buyer acquires the seller’s business) and
the post-merger phase. The post-merger phase is a period of change and uncertainty for both
organisations, more so for their employees. During the post-merger integration period, negative
employee experiences and emotions can contribute to decreased satisfaction and commitment that can
ultimately lead to employee resistance and unwillingness to cooperate. All these factors contribute to
merger benefits not being realised (Bansal, 2020).

The impact of employees’ resistance to change is even more amplified in service
organisations where employees’ skills and experiences are the most important contributors to the

business valuation. This includes organisations operating in services sectors, such as information
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technology, advertisement and media, banking, insurance, fintech, hospitality, healthcare and new-age
digital businesses.

Therefore, understanding the impact of employees’ resistance to change on M&AS,
specifically within the services sector, becomes important considering the significant capital (both

financial and managerial) being invested in M&As and the difficulty in realising benefits.

2. Research Problem

There are studies and discussion papers that focus on the financial and strategic dimensions
of M&As. It is reasonably established that M&As are well planned and thought through from the point
of view of legal and financial implications but not so much from the human resource planning
perspectives (S. H.; Appelbaum et al., n.d.). Further, considering that almost half of M&As fail to meet
desired goals, research is going deeper into the human dimension of M&As to decipher the behavioural
and psychological effects of M&As on employees (Sharon, 2005).

An employee’s reaction to an M&A is often termed as the merger syndrome, which
expresses itself in multiple ways, such as employees focussing on safeguarding their personal goals
and interests, operating through a lens of ‘us’ versus ‘them’, accentuating the reality to imagine the
worst, triggering clash of cultures and experiencing heightened stress (Mirvis, 2016).

The stress and uncertainty associated with an M&A threaten employees, which leads to
employees’ resistance to change (Suryanarayana, n.d.).

The effects of M&As on employees through the integration period are profound and
materially impact the adoption of a new culture, the process of change itself, and the stress levels

experienced by the employees. (S. H.; Appelbaum et al., n.d.).

3. Research Problem, Question, and Objective

Any research is driven by the research problem, questions, and objectives that a researcher
sets out to answer. Research questions and objectives define the boundaries and are the guiding light
for a researcher in their journey. This study will attempt to answer the following research problem,

question, and objective.
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(Source: Self/ Author’s Own Illustration)

3.1. Resistance to Change

Resistance to change can be understood as any opposition to a change in an existing situation
and represents a regular reaction to change. The insecurity felt by employees is the dominant element
of the resistance to change (Grama & Todericiu, 2016). Employees’ resistance to change is manifested
in varying forms, such as loss of productivity, low morale, lack of optimism, and increased staff
turnover. Coch and French, in their work on overcoming resistance to change, asserted that resistance
does not arise from the individual but from the context in which the change takes place (Burnes, 2015).

Research identifies four key aspects impacting employees’ resistance to change during post-

merger integration. These have been briefly set out below:

3.2. Organisational Change

In the last decade or so, the body of research that applies the principles of organisational
change to changes arising consequent to an M&A has been steadily growing. Acquisition integration
challenges are basically in the nature of an organisational change (King et al., 2020). While important
lessons can be learnt from organisational change theories, it is important to keep the context of an
M&A in sight, which is fundamentally different from an internal organisational change.

To begin with, an M&A-triggered transformation can encompass change across almost all
facets of an organisation, such as a new strategy, new organisational structure and leadership,
operational and technical changes, new ways of working, and a new culture paradigm. Further,

considering that an M&A process is generally accompanied by chaos, turbulence, and uncertainty, it
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is unlikely that employees may receive the clarity they need. At an individual level, this lack of clarity

further fuels fear, and the employees start imagining the worst.

Additionally, another distinctive feature of changes brought about in an M&A is that post
M&A, there will be changes to a company’s core identity and value. This is extremely important to
note since many employees (particularly those who have worked for a long period) relate their own
identity with the organisation’s identity. Hence, when an M&A leads to changes in organisational
identity and values, it has a direct impact on individual employees. Employees will be required to
adopt a new identity and move away from their old one. They perceive this as a loss, and employees
may find it challenging to adopt the new identity. Thus, put together, the heightened uncertainty and
loss of identity can stoke their resistance to change and make employees reluctant to embrace the
integration. The impact of this resistance gets manifested through either disengaged and fearful
employees or loss of top talent, since they are more likely to find better opportunities outside their
organisation. In both these situations, there is an adverse impact on the success of an M&A (Balle,
2008).

3.3. Organisational Culture

The impact of cultural differences on success or failure on M&A has been studied and
research findings seem to indicate mixed outcomes. Most of the studies conclude that cultural
adversely impacts M&A outcomes due to lower levels of acculturation and culture differences can
create impediments to human integration. The studies argue that differences in cultural thumbprints
can lead to ambiguity and uncertainty among employees. Further, there is a possibility of a collective
culture shock emerging, which indicates a major source of resistance by employees that have been
acquired. However, certain studies present that cultural differences can improve the outcomes of
M&As and may even form a key source of synergies. Similarly, there are studies that reason that an
M&A provides an opportunity to craft a refreshed organisational pattern that could lead to a
competitive advantage for both companies. Researchers from this school of thought opine that it is not
the differences in cultural values that cause M&As to fail, it is rather the mismanagement of these
cultural differences (Dauber, 2012).

3.4. Leadership

Various studies have shown that leadership plays a key role during any change process.
Lewin’s classical model of change laid out three phases: unfreeze, change, and refreeze. Across these
three phases, the leadership’s dominant role and active employee engagement are critical aspects that

may bring down the resistance to change. The leader’s transparency enhances employee’s trust in
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organisational change. Being a leader amid an organisation change requires a leader to provide
emotional support, communicate, and channelise employees towards the stated goal. Employees tend
to inculcate positive feelings towards the organisational change in case they are actively involved in
the change process. A leader needs to ensure employee involvement as it will decrease employees’
resistance to change. Therefore, a leader must engage as a change agent for behavioural integration in

social and task dimensions (Hussain et al., 2018).

3.5. Communication

Along with culture and the role of leadership, organisational communication is a key aspect
that significantly influences the outcome of any change process, be it an organisational change or post-
M&A change. However, it is not just what is communicated that is important but the action taken on
the promises that are communicated. If any action is communicated during an M&A process but not
implemented, it will likely lead to loss of credibility, diminished productivity, higher attrition, and
employee absenteeism, all of which combined may lead to an unsuccessful M&A (S. H. Appelbaum
et al., 2007).

4. Conceptual Model

Based on the literature review and the stated research questions, a conceptual model has
been developed, which is set out below. A conceptual model is used to illustrate the relationship
between variables being considered as part of the research. Considering the answers to the research
questions, this study has established employees’ resistance to change as the dependent variable and

four independent variables.
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Conceptual Model
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Employees’ Resistance Impact on M&As
to Change
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culture resistanceto |—> productivity
- ~ change e Higher employee
h attrition
e Leadership e Loss of
~ combined
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e Communication e Delayin

) integration J
N\

Moderating Variables

1. Power Distance & Uncertainty Avoidance

2. Diversity Management

(Source: Self/ Author’s Own Illustration)

5. Research Methodology

A systematic literature review was carried out for the research topic ‘Employees’ resistance
to change and its impact during post-merger integration’. The literature review was written based on
two databases: EBSCOhost and ProQuest. The search was executed by using the following terms:
‘employees’ resistance to change’ AND ‘post-merger integration’.

To capture the latest management research, the period of the search was restricted to three
years, starting from November 2020 to November 2023. The quality of individual research papers was
ensured by selecting only peer-reviewed papers.

Based on the above criterion, the search showed a total of 303 research papers, of which 302
were from ProQuest and one from EBSCOhost. These publications were then screened for the journals
listed in the ABDC ranking of journals, 2022 as either in the ‘A+’, ‘A’ or ‘B’ category. Following this

screening and ensuring the broad relevance of the research papers to the field of M&As or organisation
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change, 52 research papers were found eligible for the literature review. A content analysis was carried
out of these shortlisted research papers to synthesise findings and identify future research areas.

6. Summary of Findings

6.1. Resistance to Change

At its core, resistance to change is a negative or unfavourable attitude towards any change.
Previous research on this subject identifies employees’ resistance to change manifesting across the
following three dimensions:

1. The Affective Component, which reflects feelings of anxiety or anger and so on in connection
with the change.

2. The Behavioural Component, which shows up as intentions or actions in response to the change.
These intentions or actions could be in the form of being a critic of the change or trying to convince
others about the unfavourable aspects of the change, or both.

3. The Cognitive Component, which refers to one’s opinion about the justification for the change
and whether the change is required or not.

It may be noted that the affective and cognitive components are related to anticipated
changes in change outcomes, such as intrinsic rewards and job security. On the contrary, the
behavioural component of resistance had an association with the factors involved in the change
process, such as social influence concerning the change and trust in management (Singh et al., 2022).

Notwithstanding the above, there is a group of researchers that views resistance to change
as a useful force. According to this school of thought, organisations could benefit by leveraging
resistance to change rather than looking for ways to eliminate it. However, this assertion holds a
minority position and, by and large, the management research ascribes a negative connotation to the
concept of resistance to change, which needs to be actively countered to achieve a successful outcome
of a change process (Singh et al., 2022).

6.2. Organisational Change

There are several aspects to organisational change, such as change in organisation structure,
policies, and processes. Considering there is a heightened level of anxiety, uncertainty, and negativity
associated with organisational changes accompanying M&As, organisations that invest in creating a
continuous learning environment are able to transform this negative way of thinking into an open and
inclusive mindset of employees (Budhiraja, 2021).

Continuous learning also leads to improving the performance of the employees as well, as
it also strengthens the cultural integration among the acquired and acquiree organisation (Budhiraja,
2021).
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Enhanced change efficacy and continuous learning develop an environment of harmony and
trustworthiness, both of which are an area of concern during the post-merger phase (Budhiraja, 2021).
There is a two-way continuous loop between employees’ motivation to participate in the
change process, which is based on trust in management and which, in turn, affects their contextual

performance.

6.3. Organisational Culture

Culture, be it corporate or national, is full of nuanced and complex dimensions. Culture has
a significant influence on the M&A process. However, previous studies have shown that cultural
integration does not get enough emphasis during the post-merger integration phase, thereby, adversely
impacting the M&A outcome.

In the context of cultural nuances, while the acquired entity may cease to exist as a separate
legal entity post M&A, the culture of the acquired entity may continue to exist as a subculture in the
overall merged entity. The subcultures may allow for employees of the acquired entity to operate with
historical ways of working, norms, objectives, and so on, which may deviate from the overall goals of

the combined organisation (Mello & Schloemer, 2022).

6.4. Leadership

Evidence shows that transformational leadership has a positive impact on M&A outcomes.
Also, the role of the immediate manager is key in providing direction and stability in the uncertain
environment of M&A. Thus, there is a need for greater involvement of middle managers in the post-
merger integration phase (Savovi¢ & Babi¢, 2021).

6.5. Communication and Other Key Factors

Communication of change is found to have a significant effect in implementing change
(Singh et al., 2022).

Rewards are seen as change drivers and influential in encouraging appropriate behaviour in
employees that supports the change process as well as in creating a positive work environment. The
studies suggest rewarding early adopters to create momentum towards change. Rewards inherently
build an environment of psychological safety, which leads to greater employees’ participation resulting
in reduced resistance (Singh et al., 2022).

The pace of changes during the post-merger integration phase has a direct impact on the
overall success of the integration programme by minimising potential negative factors, such as
disagreements, uncertainty among the employees, and distrust. A faster pace of change minimises the
impact of potentially negative factors, which, in turn, increases employees’ commitment and

realisation of synergies (Savovi¢ & Babic, 2021).
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The Impact of Moderating Variables — The literature review has also indicated the presence of two
variables that moderate the relationship between our four independent variables and the dependent
variable. These are:

1. Power Distance and Uncertainty Avoidance — Each organisation has its unique cultural thumbprint.
Certain national or organisational cultures demonstrate a large power distance (PD) and a high
uncertainty avoidance (UA) index. Employees working as part of these organisations demonstrate low
readiness to change and, consequently, greater resistance to change (Samal et al., 2020).

Hence, in organisations with large PD and high UA, the leaders need to clearly establish the rationale
and appropriateness of the change, have an action plan to be executed, and reinforce that with clear
and effective communication. This would help employees to foster positive behaviour towards
desirable organisational outcomes (Samal et al., 2020).

2. Diversity Management — Diversity management in an organisation reflects the inherent ability of an
organisation to be more open and tolerant of a range of differences. The differences are assimilated by
institutionalising a broader set of policies with greater flexibility. The previous research asserts that an
acquiring firm with greater diversity management is better positioned to realise synergies while
reducing clashes arising from cultural differences in the merged firm (Jeong, 2021).

7. Contribution to Management Practice
This paper encapsulates a comprehensive set of strategies that would be of immense value

to managers in addressing employees’ resistance to change during post-merger integration. Key
strategies that could be adopted by the managers may include:

¢ Creating a continuous learning environment,

¢ Recognition of the existence of subcultures within a culture,

e Greater involvement of middle managers in the post-merger integration phase,

o Devising an appropriate reward plan for early adopters, and

e Focusing on the pace of changes.

8. Limitations and Areas of Future Research

Certain limitations impact this paper. To begin with, the review of the shortlisted research
articles is based solely on qualitative evaluation and is an outcome of the author’s interpretation. Other
limitations include:
1. The research articles identified for this study had to be ‘peer-reviewed’. Further, they were

shortlisted based on the keywords ‘employees’ resistance to change’ and ‘post-merger integration’.
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2. The period of three years, November 2020 to November 2023, acted as another filter in the selection
of research articles. The selection process covered only two databases, although they were the popular
ones.

3. Lastly, the selection of journals that were ranked as ‘A+’, ‘A’ and ‘B’ as per the ABDC ranking

2022 limited the number of shortlisted research articles.

The key areas for future research as emerging from the literature review are highlighted
below:
1. Though differentiated cultures are generally regarded as having the potential for negative outcomes,
there may be value to this differentiation if it can be harnessed appropriately. However, further study
is needed to corroborate this postulation and determine boundary conditions of any positive effects.
2. Investigate the effects of national cultural differences on acquisition performance.
3. A study on the appropriate leadership style for creating change readiness within organisations that
are contextual in nature.
4. Studies can also be replicated in countries with low PD and a UA culture to check the efficacy of
results.
5. How do intergroup dynamics shape other types of post-merger integration, such as absorption or

preservation, involving a diverse degree of autonomy between the acquired and acquiring firm?

9. Conclusion

This literature review concludes that employees’ resistance to change is of immense
strategic importance influencing the overall success or failure of any M&A. The insights gained
through this literature review also identify measures that can be adopted to manage employees’
resistance to change, particularly, service organisations where employees are the key value
differentiator.

The effectiveness of these measures will depend on unique circumstances of each M&A,
principal among them being the existing leadership and organisation culture at the acquired and the

acquiree companies.
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