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ABSTRACT

Only in about}35 percent of mergers do companiés meet_
their pre-merger goais.‘ 6ne éause of these’failuresvis_
attfibuted to the unstable work,envirohment created7by_a
pending merger. Previous research has focuséd.on post-
mergef attitudes_bf employees. The purpose of the dﬁrreht
study was to explore communication processes in annbuﬁcing a
merger.| Scenarios were_usedvtoisimulate mergef" |
announcements. An’organizational commitment questionnaire‘
and a job threat and anxiety‘scale were used to measure the
effect of how an empldyee.first leérns about a.merger;v.A B
productivity scale was developed to explore an emploYee's
~willingness to maintain productivity during a merger.'oﬁe
hundred'niﬁeteen working adﬁlts completed the survey. Thév
results failed to support the hypotheses. The discussion
attempts to explain why the hypotheses were nbt supported -

and direction for future research.
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CHAPTER ONE

INTRODUCTION

Overview of Mergers

Mergers have been on the increase in recent times. 1In
1992, more than 3,500 mergers, affecting 10 percent of the
U.S. workforce, and over $5 billion in assets, took place
(Cornett-DeVito & Friedman, 1995). By 1998, mergers had
become a worldwide phenomena; domestically, assets involved
with mergers had risen to $1.6 trillion. In addition, half
of CEOs believe in the near future they will be involved in
a merger (Tetenbaum, 1999).

Reasons for mergers include improved product quality,
more efficient decision-making, increased flexibility, and
increased efficiency and productivity (Covin, Sightler,
Kolenko, & Tudor, 1996; Shaw & Barrett-Power, 1997). Most
studies have been on the success of the resulting company.
Success is often measured in dollars (i.e. stock price), how
much the merger will ultimately cost, and whether there was
increased productivity. Surprisingly, the new company has
only a twenty-five to fifty percent chance of achieving its
pre-merger goals (Newman & Kryzystofiak, 1993).

It has not been until recently that researchers have
started to look at why mergers have such a low rate of
success in meeting the expected outcome. Post-merger

failure is now being attributed to human factors. For



‘example|, ekecutives tend to reiy dﬁ common sense rather than
reseafch resﬁlts when planning for a merger (Covin et al.,
1996) . | Stybel (1986f suggest that mergers change.the
““nature, orientation, and charactefl' of the involved
organization so dramatically that it takes five to seven
years for employees to become assimilated into the hew
corporate énvironment;‘ |

Executives trying to overcome the negative effécts of a
merger often tried using the ““quick merger3', The
ihtentiah of a quick merger is to keep the employees'busy,
thereby reducing losses to productivity. By doing this,
employees of the acquired company also would not have time
for the rumor'mill and would feel welcomed and good about
the merger. However, the quick merger process has not
helped facilitate meeting pre-merger goals (Covin et al.,
1996) . |

Most research conducted oﬁ employees who have gone
through a merger has been to understand the effect'mergeré

~

have on|these ““survivors''. Typically, the merger process
vincludesvdownsizing,vcommonly referred tb as layoffs or
reductions in work force‘(RIF).fThe research has shown that
downsizing may have a‘negative impact oﬁ the survivors,

those empldyees retained (Newman & Krzystofiak, 1993). Some
of»the emotions survivors have feported éxperiencing are

depression, uncertainty, and job insecurity. These negative

reactions, referred to as ~“survivor's guilt'', may




"“one to i

“t\employee

"rcontributeftodemplgyees'leaving"well‘after a downsizing has

'taken place

3fTh= phases of a merger have been d1v1ded 1nto three

"’Stagesf
" post-me

The ann

‘7pub11c announcement of a merger

‘Vcommunl
.fcompanle
the pub
cont;nue

;acquirec
: th1s pe:
'Tcompany

(1995) 1

ndellvere

,gbstudyplc

For

coding corporate Amerlca

=S,
L1c announcement
=¥<] between top managers,

’ company are‘added

the announcement the comblnatlon process,.and the

rger adjustment (Cornett DeV1to & Frledman, 1995)

auncement perlod 1s prlor to and just after the

Durlng this stage,

"atlon 1s between top management of the merglng

The comblnatlon stage is up to one year after-
:Durlng this period, commun1cat1on
and employees of the'
Post merger adjustment is. from
our years after the publlc announcement Durlng
1od communlcatlon 1nvolves managers of the new
and all employees 'Cornett—DeV1to and Friedman
ound that durlng the comblnatlon stage of a merger
S de51red communlcatlon that was 1nformat1ve and
=d in. a tlmely manner The focus of the current

on the end of the announcement stage of a merger

Dlrectlon of Research o
better or worse, mergers have become a way of llfe

However there may be ways to

"glncrease the success for the corporatlon and at the same

»tlmepmake the‘transrtlon less traumatlc for»the'employee.‘
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the negative effects of mergers on empldyees.
ny things are occurring during a merger fér all
pants. The organization is concerned with how the
anizations will be combined, what physical facilities
retained or eliminated, what processes will change,
many employees will be needed for the combined

The employees of both organizations are

~d with whether they will still have jobs, how their
11 change, whether they will have to relocate, and to
oy will report. The focus of this study will be on
cress used to communicate a pending merger to

~s. How does the source of the information about

jer affect the employee's anxiety and organizational

> Does the type of information received by an

"What effect

=Y

=

affect the anxiety of the employee?

2

=

source and type of communication have on

ivity during the early stages of a merger?
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CHAPTER TWO

i LITERATURE REVIEW

Commnnlcatlon S
nmunlcatlon plays an 1mportant‘role in the pre merger"
t- merger env1ronments Mergers and RIFs have been B
ted w1th decreases 1n morale product1v1ty,‘loyaltyv

satlsfactlon and 1ncreases in job 1nsecur1ty,

and looklng for other jObS (Casy,.Mlller & Johnson

Accordlng to Bastlne (as c1ted by Cornett De Vitto &
,(1995))’ when management does not. provide enough
1nformat10n decreased product1v1ty and a higher

‘rate may result. a corporatlon

During a-merger,
events taklng place at the same tlme, many of which

be communlcated to employees. Research that has

nducted has typiCally'been‘with employees after a RIF

irred and may not fully appreciate the communication

Little empirical
1vhas been conducted ondthe communication of RIFs
=rV&oZener,-1992- Johnson, Bernhagen; Miller'& Allen,
Communlcatlon processes used by merglng companles
;ed on practlcal adv1ce rather than based on |

1; Research conducted thus far has been after a RIF

‘Jhas occurred and regarding the 1nformat10n that the

SuerVO]

rS seek.
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v.iFTetenbaum (1999) suggests that organlratlons need to
ﬁcommunlc
organi2<
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that:the

sy et al (1997) found that employees have a greater ‘_':

i 1nformat10n follow1ng a RIF In thelr study, Hb

ed‘ Instead of asklng stralghtforward questlons, the

=s soughtllnformatlonw;n one of two ways f'Flrst

Y because ofufear "out:los1ng thelr jobs,'employees g

uestlons to the1r man gers that were not dlrect to

nt of concern Second: employees sought 1nformat10n'

source other than the1r>1mmed1ate superv1sor, (1 e
er)>» If employees recelved 1naccurate 1nformatlon
th1rd party,
:eu; Parker Chmlel and Wall (1997) found that
i the merger process had no long term negatlve |
on employees,,such effects occurred durlng thenff}'w'
Saul due to lack of 1nformatlon Organlzatlons |
s for a merger need to be aware that the sourcebof “l]?'
cion- 1s cruc1al to the success of a merger :ﬂThefk 3
>f 1nformat10n 1s respon81ble for preparlng and
1at1ng the 1nformat1on to the 1nd1v1duals w1th1n the
1t10n (Moorhead & Grlffln, 1998) |
he flow of 1nformat10n 1n two ways Flrst-»

*atlons need to be dlssemlnated throughout the entlre’
atlon Organlzatlons have made the mlstake that

ion need only be prov1ded once Tetenbaum suggests

D

=

same message may need to be repeated several tlmes =

es. sought lnformatlonfln-ways dlfferent from what was ;ffi

the fear of belng the next to go was not‘:"f



~When a merger is announced, employees are expecting change
to occur. However, when‘the information provided in the
announcement does‘not occur, employees begin to wonder about
their own personal issues (e.g., job insecurity, job
seeking, and survivor's gnilt).‘ Tetenbaum (1999) suggests
that organizations provide detailed information about the
merger process»andehat tne employees' roles will be in the
new organization; | |

| ,Smeltzer and. Zener (1992) have developed a model for

_ announc1ng major layoffs. They suggested several things
that management'must‘consider when’planning to announce a
RIF: the‘normal method of communiéation,ihistory of
»previous layoffs w1th1n the organization and the industry,
and the level of trust and respect for management that the
employees had. Smeltzer and Zener's (1992) research showed
the sonrce'of the information is important in this model.
If'the source is trustworthy, then the empioyees are more
likely to be receptiVe to the'information_provided.

However if-the sourcelisbnOtvtrustworthy, then the
employees will doubt the-infOrmation provided and question
whether | or not the whOleiprOCess is necessary. In addition,
the content of the information is just as important as the
source of the information. The information needs to pertain
to how the pending merger will affect the employee. If the
information is the same as What is provided to the public,

then the trustworthiness of the source is doubted.
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”;for any

exper1e1
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What 1s of

o for employees is: the number of jobs that w1ll be

However, a publlc announcement
does ‘not prov1de detalled 1nformat10n about the ]ob

This" lack of detalled

tlon 1s llkely to lead to fear of jOb loss by

1992).

‘f Anx1ety

*arge (1994) researched the amb1valence that ex1ters

clters are 1nd1v1duals who have left an organlzatlon

reason. LaFarge found that the ex1ter would

1ce many d1fferent emotlons, 1nclud1ng fear The'

’fear was. of the uncertalnty of ]ob loss and whether or not a

'deVelop
lostydue

'diffiCul

‘how 1nd1
‘x_the upcc
| Arn
dlfferer

ﬂmerger

-style was not 1mportant

Ld be found after a layoff An employee may also
fear over the poss1b111ty that fr1endsh1ps would be

Anx1ety may be a e

Y

=

to a merger (Astrachan, 1990)

It aspect of thelr employees'_reactlon for o
Lv1duals d1ffer 1n the way in Wthh they cope w1th :,
>m1ng merger (Armstrong Stassen, 1994) |

nstrong Stassen (1994) conducted research on‘:iﬁj

1t coplng strategles that 1nd1v1duals use durrng a
The results showed that whlle 1nd1v1dual coplng

superv1sor support dld have a role X

1t10ns to cons1der when plannlng a merger, because of].
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the'prd

In
work fo
corpora
Some tf
incentr
Tnese il
psYchbl
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(Robins
require

to be r

an employee deslt with the effects of a merger. If
loyee perceived the superviSOr as supportive, then
formance was maintained, and thinking ofiieaving the
Itiis important for

was less likely to occur.

ations to realize the significance of the fcle
sors have during the combination process of a merger
cing some of the fear that an;employee may

nce. Parker et al.’(i997)’noted that,intthe short -
n organization‘muSt take into consideraticn and
for feelings of‘fear} insecnrity and guilt by

ng detaiied information.‘ As a result, increasing
in the pre_'ahd'post-mergéi environment may increase

bability of obtaining the goals of a merger.

iLoyalty
today's»environment, whererfew workers expect to
r many Years and retire from,one company,
tionsvneed to rethink of ways‘tO'create loyalty.
aditional Ways of‘doing so are with financial
ves, good retirement packages, and annual bonuses.
ncentives'contribute to what is referred to as the
ogical contract, which is wnat:employees feel they
cempi0yer and in turn the employer owes the‘employee
on, 1996). The environment of corporate mergers
S even the relationship_of.the psychological.ccntract

cconsidered. However, due to the instability created




by mergers, the psychological contract becomes less binding
for the employees. As a result, employees perceive fewer
obligations to the employer, lower job satisfaction, and
less commitment to the employer (Robinson, 1996).

The social exchange theory may help to further
understand the importance of the psychological contract for
organizations during a merger. The social interaction is an
exchange of benefits or favors which may have material and
psychological benefits for an individual. From an early
age, individuals engage in social exchanges and develop
expectations about reciprocity and equity in social
exchanges (Blau, 1974, Yukl, 1998).

From the social exchange theory perspective, an
organization has provided support, both monetary and
psychological, to an employee prior to a merger. In turn,
the employee contributed to the overall success of the
organization. During mergers the potential exists for the
exchange between organization and employee to be disrupted
(Deluga, 1994).

Most research on loyalty has been conducted post-
merger. In the past the assumption was that because the
company retained the employee, the employee would
automatically have loyalty to the company (i.e., the
psychological contract). However, maintaining the
psychological contract is not an automatic process. The

company needs to take an active role to maintain loyalty

10



";‘need‘to

“T“during't

'.-_theiempl
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all stages of the merger process (Dunlap,‘1994)

Surv1vors of a: merger feel more secure when prov1ded
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Also, companles

3rov1de personal attentlon and support to the

One way in Wthh a company can do th1s ‘is by

the surv1vors know that they are valued (Dunlap,:;

Tmunlcatlon dur1ng the merger process may an '

re way to malntaln employee loyalty (Dunlap,,1994)}}ff"

as deflned by Webster (1988), is belng

thful to those persons, 1deals, etc that one 1s

support or be true It may be

Wt 1nd1v1duals worklng for a company are obllgated to;’

the company s 90318 Therefore, s1nce’”*‘:

1tlonal commltment 1s 81m11ar to loyalty,,._.f

Ltlonal commltment w1ll be used to measure loyalty 1nf]f

Cook Hepworth Wall & Waff (1981) explalned

the 1nd1v1duals' w1lllngness to
ite to and remaln w1th an organlzatlon

nt was more stable and less 11kelY to be affected byf77

If a corporatlon takes the tlme to prov1de

he merger thls w1ll help3tf’ma1nta1n loyalty from

oyee“(Dunlap, 1994) Durlng the t1me of a merger,

In addltlon,f."

|- 1nformat10n about the reasons and what w1ll happen Che
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(Johnson et al

of deta

-act1v1tY),
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1996 Cov1n et al 1996) "In the'absence-

Lled 1nformat10n about the merger (post merger‘r

Survivors Were.more‘likelylto thlnk,of leavingf’
company .-
Product1v1ty

-of the goals of mergers is 1ncreased product1v1ty

Research has shown that organlzatlons 901ngqthrough a merger

can expect. reductlons up to 50 percent in product1v1ty

(Tetenbaum 1999

-1992) .

during t

survivor's guilt

workers)

Cov1n et al 1996 Cartwrlght & Cooper

Research ‘conducted on merger product1v1ty has been'm:'
hevpost—merger phase. Feellngs associated ‘with

(depressionv‘job 1nsecur1ty, loss of co-=

during the post merger phase have been assoc1ated

“with the decrease in product1v1ty

Dux

addition to the plannlng of the merger

,imust”tak

‘likely t

'merger (
‘that if
vinaccura

~alleviat

’Hypothesesl
ing a merger organlzatlons must reallze that in
the organlzatlon
e 1nto con51deratlon the anx1ety that employees are
‘:experlence w1th the announcement of the pendlng
Parker et al 1997)

Casey et al (1997) suggested

the 1nformat10n recelved by an employee as

te, the anx1ety caused by a RIF would not be

ed.
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bothesis 1: It is expected that if an employee hears
out a merger from an accurate source, then thé
bloyee's anxiety will be reduced.

=Y

e factor that may contributefto'organizations not

pre-merger goals is the decrease in loyalty to the
ation.b One of the»easiest ways an organization may
to increase loyalty during a merger is'ih the type
rmatiQn providéd to the employees. Several authors
that infdrmation provided to employees needs to be
iled as pOSSible. - For example; the informatioh may

be repeated'duriﬁg the merger process {Dunlap,a1994,

t al., 1996, Johnson et al., 1996).

Hypothesis 2: It is expected that if an employee is

>vided detailed information about a merger, the

employee's‘lbyalty to the company can be maintained{

an employee is not provided detailed information
n loyalty to the cdmpany will decrease.

Sductivity'during a merger suffers. While one of the

intentions of a merger may be increased prdductivity,

organizations can expect reductions in productivity.

~ Organizations

and decreases in ioyalty may‘have on productivity and
actively
1996; Cartwright &'Cooperr 1992). Prior post-merger
researbh suggests employees have a need for information

after a merger or RIF has occurred.

13

need to be aware of the effects that anxiety

manage for this (Tetenbaum, 1999; Covin et al.,

Based on the knowledge



gained from post-merger research, the following hypothesis
was developed.

Hypothesis 3: It is expected that émployees'who know
their future job status will maintain current levels of

productivity.

14
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w111 vary. ~Therefore the second’twotvarlables were

“f§15?jfu

als would typlcally recelve only one of these types_"'

How 1nd1v1duals recelve 1nformatlon about a -



within-subjects: source of information (supervisor or
'client) and detail of‘informationr(detail or no detail) .
The first variable explored the eccuracy of the source
of information and how that affected the individual's
anxiety|and commitment to thevorganization. Each group.
received one of three statements of accuracy. One group
received a statement of accuracy of the‘source. Another
group received a statement of inaccufacy of the source; The
final group did not receive any statement of accuracy.

The second variable explored the future job-status of
the individual and how that status affected;anxiety and
commitment to the_erganization. ‘Each group had one of three
stetements of‘job status. One group received a statement
that the individualvwould.be iaid—off. Another group
received a statement that the individual's job would not be
affected. The final group did not receive any statement of
future ;ob:status.‘l | |
The‘eource of communication and detail of information
were each presented as within-subject factors. Participants
received four scenaries in which the source of
communication, supervisor'and client, was varied between

detailed and no detail of information.

Materials
A survey was used for the current study. Scenarios

were presented in the survey that simulated possible merger
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‘situations (Appendix A). All scenarios described the same
‘company :

The company that you work for has been in business for

=

U

‘one hundred years and is a leader in its industry.
The scenarios varied in the source of the information

between| the supervisor, an internal source of information

and a client, the external source of information:

Supervisor: Arriving at work one day you are notified

a meeting has been called for all employees. The
supervisor of your department announces the company is
being bought out by one of its competitors.

Client: Shortly after arriving at work one day, your

firstlglieﬁtvasks,to talk to you. The client tells you

your company has been bought out by its competitor!
The scenarios also varied in the detail of information
provided by both sources:

Supervisof;

Detail Condition: During the meeting, detailed

information is provided about what is going to happen

to|you as an employee, including the number of jobs

thaﬁ will be lost, the departments that will be

affécted, and what will be provided for those who are

laid off.

No|Detail: During the meeting, the only information

- made available is that the merger will result in a loss

17
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jObS

>tructed to return to your normal jOb act1v1t1es _ff L

:aillcoﬁdition}?Thejclient tells‘you]yOur~companyfng“
5 been bought out by one of 1ts competltors =fhé

ent 1nforms you what departments w1ll be affected
1 how many jObS w1ll be lost

Jartments that w1ll be e11m1nated due to the merger

Detall The cllent tells you your company has been*m*f

1ghtbout‘by one of 1ts competltors All the cllent
>ws 1s that jObS w1ll be lost from your company

> flnal two pleces of 1nformatlon that were presented=ps
>cenarlos was ‘a statement of accuracy and lay off -

ThlS statement was at the end of all four’

)siw The accuracy statement was,. In ‘the past he-”"
superv1sor or cllent) has usually prov1ded accurate
1on to you - The statement of 1naccuracy was;
past the source (superv1sor or. cllent) has usually
3 1naccurate 1nformat10n to you The flnal group
recelve an.accuracy statement - The part1c1pant, L
L four scenarlos, elther w1th the accuracy statement y3;

or no. statement The flnal plece

curacy statement
'matlon prOV1ded to the part1c1pants was on future
us) Each condltlon recelved one of three
Lts;o:“You w111 not be lald off due to the merger,
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“The me

<
~

was 1no

Organize

rger w1ll result 1n you belng la1d off_{!pOr:there‘

:tatement of future jOb status.’_"i
 Measures

1t10nal Commltment

Questior

lnaire

Eac

_The flrc
, adapted
' Commi tme
'Smith, q
'satisfac
Hidentifj
and.Smlt
_in,pand
readines
‘~organiza
"organiza
Porter 3
7:coeffic1
lav;981),'
b-_mergeruc
fwlth‘asr
'¢¢effi¢1
‘,to?}sg::

ch scenario wasvallOWedﬂhy'a short questionnaire o
3t part of the questlonnalre was a s1x item scale )
from Porter and Smlth's 15 1tem Organlzatlonal N

ant Questlonnalre‘(OCQ). Accordlng,tO'Porter andunl
)rganizational COmmitment iS»mOre stable'than job
‘tlon

catlon and 1nvolvement w1th an organlzatlon Porter

~~

h have 1dent1f1ed three factors strong bellef

acceptance of the organlzatlon s goals and values,
s to exert con51derable effort on behalf of the

Ltlon and a strong de81re to remaln a member of the‘
Ltlon" (Cook Hepworth Wall, & Waff 1981 p 84)
nd Smlth's scale has ‘been reported to have a medlan‘_
ent alpha of 90 (Cook Hepworth Wall & Waff

Prlor research was. conducted us1ng the OCQ for pre—
ommunlcatlon the coeff1c1ent alphas were reported
ange of .64 to- ‘2001)

78»(La Beur & Kottke, zThe:

ent alphas for the current study had a range of .88
Responses were on made a 7- p01nt leert scale

x":B,)_‘L -

Organlzatlonal commltment is the 1nd1v1dual s



.Job Threat and Anx1etv Scale

'V,The second part of the questlonnalre was adapted from
- Tosi's 1971) four—ltem Jovahreat and Anx1ety scale (JTR) .
';U51ng hls prlor work as a base, T051 developed the JTA to

»measure managers' concerns about jOb loss in wh1ch the

’,1nd1v1dual would have llttle control ~No coeff1c1ent alpha.’

was repcrted for thlS scale , PrlorvreSearch was conducted
buslng the JTA for pre merger communlcatlon, thefcoefficlenth .
alphas firom the prlor research ranged from_ 70 to .84d(ha'
’Beur & Kottke, 2001). lThe coefflclent alphas for the current
.pstudv‘ranged fromv 67 to 76 tResponses'were on_a 7-p0;nt |

‘Likert,scale (Appendlx B)

_ Product1v1tv Scale
- Product1v1ty decllnes durlng a merger (Tetenbaum, 1999~

’Covin‘et_aly, 1996 Cartwrlght & Cooper,.1992). The th1rd

7»5part’0f the questlonnalre was 1ntended to measure the

.empl0yee's w1lllngness to malntaln product1v1ty after‘
"gaining knowledge of the merger After conductlng a
7f-thorough search for an approprlate product1v1ty scale, and
kdue;to the lack of pre merger research in the llterature,
ﬁéightpitems were developed to measure product1v1ty and allv
'/»ueight.items were used 1n the in 1nstrument : Pr1n01pal '
'Components Analys1s (PCA) was conducted on the e1ght ‘
‘developei 1tems to determlne un1d1men81onallty and factor

structure.’ A four 1tem scale was. used for the flnal




‘analysis after 'conducting- the PCA (Appendix B). The
developed scale measured the participant's willingness to
put effc)ft tQWard the compariy after hearihg about a merger.
. The coefficient alphas for the current study fanged frofn .63

to .76.

21




~y3x€j§niiéty

| six aifs

‘*ifStudy;

'-r;effect

| ”?TCHAPTER FOUR f*“’“

RESULTS

55ANOVAs were performed separately for the measures of

’wfshowsgthe des1gn of the study

"ffa-betWeen subject factor and the source and

P‘lnformat

J poss1ble

;possible

(JTA), 1oyalty (OCQ), and product1v1ty

detall oﬁ_o:f*»»-_,

1on was, w1th1n subjects factor ‘riogcontrolfford"‘

effect of order of presentatlon of

erent orders were used There were:twenty four

orders of the scenarlos A random numbers table _’

jwasﬂused to select the s1x orders of scenarlos for th1s

-Table 2 shows the dlfferent order of the scenarlos kd;fh*“

“.An”ANOVA was conducted to determlne 1f there was an order

‘;‘effect

2 The results 1nd1cated that there ‘was no order

7 (5, 99) -1.926, p— o97_i"

lé‘lf

- Tabl

\aSuijCtsffg:

Des1qn of Studv‘ o .
: R 3 Accuracy |
. Not

'ﬁNOii.;y

Table 1 }Luk_,‘

- Accuracy and Job status werewfojj

the scenarlos,jgv"""

‘Job Status

| Laid off"

| Not Laid

off

‘No‘info;

~Accurate U
IR - Accurate

'Statementf o

" Source and
- jDetailﬂ.

‘Source and |
| Detail . |

Detail =

lj"Source and

Detall

1'SourCefand
- Detail ' |

“Source and |

Detail

{Source and‘['

Detall

Source and
Detall

‘Source and
‘Detail

W1th1n Subject
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~ Tabl e 2 :

Slx leferent Orders of Scenarlos

R Superv1sor _ Cllent : o
' Order petail No Detail Detall 'No Detail
3 2 4 3 1
4 3 1 2 4
5 4 2 1 3
6 3 1 ' 4 2

surveys
’informat

‘them,as

»occurrlng The flrst 1tem was,»
' ‘provided,

HResponse to thlS item was on-a 7 p01nt leert scale

. response’

.’reSponse,

abOut'why the merger was happenlng

':this man
of 1 or

”manlpula

‘The_

’ determln
'the scen
»_result'c

N wouldfbe

Two man1pu1at1on check 1tems were, 1ncluded 1n the R

to ensure that part1c1pants understood that the
1on prov1ded addressed only what would happen to -
employees and not the reasons for the merger | ‘
based on the 1nformatlonlp
I understand why the merger 1s happenlng
'>A B
of one (strongly dlsagree) was the correct S
-No 1nformatlon was prov1ded in the scenarlos

For the purposes of

1pulat10n check 1tem 1t was dec1ded that a response"

2. would ‘be. acceptable and 1nd1cate ‘that . the
tlon was successful (Table 3 for responses)

second manlpulatlon check 1tem was used to

e 1f the partlclpants were readlng and understandlng

arlos ThlS 1tem asked if jObS would ‘be lost as a =

f the merger All scenarlos 1nd1cated that jObS

lost as a result of the merger . Therefore, the,;




correct
don't Kkr

The
particii

across

response to this item was true on a true, false, or
1ow scale (Table 3 for responses).

D

first manipulation check was not used for screening
bants. = After checking'participants for cbnsistenéy

311 conditions only twenty—two'participants'could

“have been used for the final analysis. As a result the
second manipulation check was used for screening data.
After screening the data using the second manipulation check
a total N of 119 wés“QSéd~for,thé final data analysis.
Table 3: Manipulation Check Results _
Manipulation Check Manipulation Check
One Two
"Correct Incorrect Correct Incorrect
Response Response Response Response
Client
No Detail 82 147 143 86
Detail 70 159 161 68
Supervisor
No Detail 81 148 180 49
Detail 53 176 179 50
Total Usable
Participants 52 119
across
conditions

Table 4 shows analysis of between-subjects on anxiety.

Accuracy of source was found not to be significant,

F(2,113)=1.32, p=.271. The means for anxiety ranged from
10.81 to 12.47 (Table 5). This result did not support
Hypothesis 1.
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http:2,II3I=1.32

Table 4: Analysis of Variance for Anxiety

Source ' af  SS MS F
Accuracy 2 200.92 100.50 1.32
Residual 113 8599.47 76.10

Table 5: Reported Means for Accuracy of Source

Accuracy of Source Reported Means
Accurate 12.47
‘Not Accurate ’ 10.81

No| Statement - 11.58

Table 6 shows that the detail of information about a
merger did not affect loyalty to the company. For the
detailed condition F(1,117)=3.545, p=.062 and for the no

detailed condition F(1,117)=3.611, p=.060.

Table 6: Analysis of Variance er Lovalty

Source v df SS MS F
Detail 1 104.445  104.445 3.545
No Detail | 1 70.513 70.513 3.611
Residual

Detajil 117 3447.055 29.462

No Detail 117 2284.987 19.530

The reported mean for the detailed condition was 24.51 and
for the no detail condition the mean was 24.41 (Table 7).

These results failed to support Hypothesis 2, that based on
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the fdétc

’emplOYee

Table 7 :.

all of 1nformat10n (detall or no detall) an 11‘

='s loyalty to the company would be effected

Reported Means for Detall of Source

Detail

of Source Reported Means*l

Det

-No

ail 24,51

Detail 24.41 -

It
SOurce'v
1Hypothe<
bfor the

,‘analys1c

analysis

'F(1}117)
the dete
detail,c
10yalty

' detalled

vould not be 1dent1cal Because the" results for
51s 2 were nearly s1gn1f1cant and the reported means ‘5
detall of source were almost 1dent1cal further |
; was. conducted Slmple main effects analy51s was
o conducted for the detall of 1nformat10n by source The

revealed that thevdetall by source‘was s1gn1f1cantf
p— 005

=8.220 Table 8 ShoWSfthe‘reported means of

Lil by source When the part1C1pant recelved no
f 1nformat10n from the superv1sor,'a lower level of
was reported than when the superv1sor prov1ded

1nformatlon : ThlS relatlonshlp was ‘the opp081te -

for 1nfcrmat10n prov1ded by the cllent

Table 8:

Reborted Meanssfor Detail'bV;SOurcer
» | Supervisor V'Client
Detail 25.18 zs;séd
No Detail | 24.96

23.86 .
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Table 9 shows that knowledge of job status did not
maintain current levels of productivity of employees
F(2,106)=.752, p=.474. The means for knowledge of job
status ranged from 13.28 to 14.42 (Table 10). This result

did not support Hypothesis 3.

Table 9: Analysis of Variance for Productivity

Source df SS MS F
Job Status 2 108.30 54 .15 .752
Residual 106 7633.34 72.01

Table 10: Reported Means for Productivity

Job Status Reported Means
Laid off 14.30
Not laid off 14 .42
No information 13.28
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CHAPTER FIVE

SUMMARY

intention offthe current study was to explore what

munication has on employees when learning about a

During a mérger éll parties are concerned with many
The organization is concerned about what facilities
ed, who will remain to operate the new organization,
the‘mergerAmeet budgetary goals. The employee is
ly concerned with whether or not they will have a
how that job‘may change.

intention.of this study was to eXplore differences
ccuracy of thevSOurée and how the knowledge of job
ould affect an employéé. The study also attempted
re role the source bf'information (supervisor and
and the detail of‘ihformatiqn provided by the source
ve Qn,employéé‘s anxiety, loyalty to the

tion, and productivity during a merger.

le none of the hypothéses for the current study were
d, this discussion wiil address possible reasons

ting to not obtaining support for the hypotheses.

Anxiety

erger can be an anxiety producing event for
s of an organization. The employees will experience
of potential job loss, lost friendships, and how

bs may change (Astrachan, 1990). Smeltzer and
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(1992)‘fesearch suggested that trustworthiness of
“ce waS~impoftant when communicating to employees.
source was noﬁ trustworthy or accurate then the
ion that was provided to the employee was doubted.
:ioﬁ tQ the doubt of the information,‘the process
to the.infOrmatioh was Questioned.
bothesis 1 éttemptedvto d;scover what role the
7 of thézsource,had:in‘redﬁcing employee's anxieﬁy
st learning of“éiﬁérger. The results for the
study showed that the accuracy of the source
2ss of thé source, supervisor or client, was not able
e anxiety. Armstrong-Stassen's (1994) research may
insight as to why Hypothesis 1 was not supported.
individuals employvdifferent coping strategies, it
lifficult, but not impossible for organizations to
nxiety during a merger without having more
ion about the types of anxiety employees are
lcing.

current study used a one-shot announcement of a

As suggested by Tetenbaum (1999) organizations need
ully plan for the communication of a merger.
tions must realize that the same message may need to
ted several times throughout the merger process.
nizations to effectively manage anxiety, it is |

t that organizations repeat and provide accurate

ion. As a result of repeating and providing
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’accurate 1nformat10n the organlzatlon may be able to reduce,y

the anxrety level experlenced for employees durlng a merger

: L‘dya’lfty |

_Hypothes1s 2 explored what role the detail of

informat

. loyalty

ion prov1ded to the employee had on ma1nta1n1ng

to the organlzatlon The results for the current

_study falled to support a- dlfference between the detalled

vconditlon and the no detalled condltlon

did not

Whlle the results

meetvthe p of .05, it is 1mportant to note that for

detailed\information mainta;n;ng an employee s loyalty had”a

o] Value
decreasi
9 060.

Fur
that the
the orga
that‘the
and»diss
vthe orga
The super
effectlv
| - Tet
»provide
,process

organiZa

of .062. For the no detail of information

ng an employee's loyalty the results were pgvalue of

ther analy51s of Hypothes1s 2 showed the 1mportance
source of 1nformatlon has on ma1nta1n1ng loyalty to
nlzatlon ' Moorhead and Griffin (1998) remind us.
source of 1nformat10n is respon81ble for preparlng
emlnatlng the 1nformatlon to the 1nd1v1duals w1th1n'
nization. The results further support thlS premlseu
rvisor prov1d1ng detalled 1nformatlon was most‘
e in malntalnlng 1oyalty to the organlzatlon
enbaum (1999) suggests that organlzatlons need‘to |
detalled 1nformat10n to employees durlng the merger
research suggests that if a'n

Dunlap S (1994)

tlon prov1des detalled 1nformat10n as to why the
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. merger 1

process
merger.

”jrole”in

"jInvtoday
that juc

-;merger p

s happen1ng°and'what»wlll happen durlng the merger

Addltlonally,‘the psychologlcal contract may havebéie
malntalnlng loyalty as suggested by Rob1nson (1996)
'S env1ronment organlzatlons can no longer assume
t because the employee was retalned through the |

rocess that the employees loyalty 1s automatlcally

fﬁmalntalned (Dunlap, 1994)

The: des1gn of the scenarlos 1n the current study may

not have prov1ded enough detalled 1nformat10n to‘

'deifferer

Ltlate between the two condltlons tested Recent

a researCh conducted by Gllbert Vlllado,bLa Beur Mueller

’vand}Hinkley (2001) suggests that employees prefer a moderate

- .amount cf detall in announcements of organlzatlonal change

The=scenarlos that prov1ded detalled 1nformatlon 1n the

~ current

study may not have gone far enough in prov1d1ng :

:vdetailedjlnformatlon j For example, when the superv1sor

:provided detalled 1nformat10n about what would be prov1ded .

:',’_for empl

“lnstead

oyees that were la1d off the statement was only, B

.,gwhat would be prov1ded for those that were la1d off

of~th1s general statement results may have been

‘vdifferent 1f spe01f1c beneflts had been llsted (1 e. amount

" of severance - package, ]ob retralnlng, etc ) - In comparlson -

Cit was_belleved that there would be enough of a d1fference -

‘between

the detall and no detall of 1nformatlon

| E f~31
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'V=however;

*iﬁfThe»detall of 1nformat10n (detall no detall) was a:

fwithin’subject factor, therefore all part1c1pants recelved

Lbothbtypes of detall from both sources (cllent and

_ESuperv1sor) A 31gn1f1cant dlfference between the two

1lévels of detall may have been obtalned had the detall of

:informatlon been greater and was a between subjects factor

T“Productivity

3Product1v1ty 1s one area that suffers dur1ng a merger

1ncreased product1v1ty 1s ‘one of the major pre-

merger qoals (Tetenbaum 1999 Cov1n et al 1996

vCartwrlqht &‘Cooper 1992)

Hypothes1s 3 explored what roleg&:’

«_thebknov

- producti

~empioyee

‘laid off

“announce
current
fofg

‘ prevent
results
whether
isocompl
'geproducti
‘that em;

.change,

7ledge of future jOb status would have on malntalnlng‘
v1ty durlng a merger It was expected that ‘
»s ‘who knew thelr future jOb status (lald off or not1A
, Versus no. 1nformatlon) would malntaln pre—n |
ment levels of product1v1ty The results from the,‘
study falled to support Hypothe51s 3. |
ranlzatlons may need to address other 1ssues to:e
decreases 1n product1v1ty durlng a merger vThe
from the current study suggest that the knowledge of‘
orgnot the employee‘w1ll have a'job_after the merger
‘etevwill.not'maintain‘preﬁmerger levels ofk“ B
vity rA'possiblevexplanation for'this result is
loyees may be more concerned w1th how their jObS may

not whether they w1ll Stlll have a jOb after the




merger is completed. insteéd'whét may be of more importance
for organization is how:they communicate the events of the
- merger with the employeés.

Cornett-De Vitto‘and Friedman (1995) suggest that when
management’does not’provide“aCCUrate information, decreased
- productivity resulté,-vTherefore, organizations planning a
merger need to provide as accurate as possible information
and update the progress of the mérger frequently (Tetenbaum;
1999) . |
 As suggested by Robinson (1996) in today'sAeconomy the

psychological contract needs to be reconsidered.

Organizations can no longer assume that because an employee

was. retained through the merger productivity can be

maintained. During a merger the potential exists for the
exchange between organization and employee to be disrupted
(Deluga,>1994). Prior‘to the merger the organization
provided monetary and psychological support to an employee
and the employee contributed to the success of the
organization.

Cornett-De Vitto and Friedman (1995), Dunlap, (1994)
and Tetenbaum (1999) suggest that in order to maintain
_productivity,'organizations need to provide accurate and
frequent updatés on the progress of the merger. Following

this suggestion an organization may be able to maintain

productivity during a merger.
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Limitations

The major limitation to the current study was that the

participants were asked to

respond
of parti
was no g
‘aé a res
by Gilbe
have bee
no detai

TwaQ
The firs
the part
None of
merger w
with thi
scenario
manipula
jobs wou
stated t

Dependin

the secos

The
attribute
imagine :

mergers 1

~

“imagine'' how they would
if they were in this situation. While the majority
cipants were working at the time of the study, there
otentialvfor any:ioss to occur (e.g. loss of income
ult of béing iaid.off)w-‘In addition, as suggested
rt et. al. (2001):thé amount of ihformatibn may not
n sufficient to differentiate between the detail and
1 condition.

manipulation checks were used in the‘current study.
t item asked if based on the information provided,
icipant understood why the merger was happening.

the scenarios provided any information on why the

as happening. Participants should have disagreed
S manipulationvchéck. However, dependiﬁg on the
only 23.2 to 36.0 pefcent disagreed with the
tion»check. The second manipulation check asked if
1d be lost as a result of the mergér; All scenarios
hat jobs would be lost as a result of the merger.

g on the scenario participants cofrectly answered

nd manipulation check from 64.1 to 79.9 percent.
problem with the first manipulation check may be

>d to the fact that participants were asked to

1s if they were in that situation. Additionally,

have become common occurrences that participants may
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Impllcatlons and Future Research
le the current study falled to support any

prlor research suggests that organlzatlons

lOt rely on common sense when plannlng a merger

1996) Addltlonally, one cannot forget the

ment of a merger The Securltles and Exchange' o
on (Securltles and Exchange Commlss1on 2000) has

guldellnes to prevent 1nd1v1duals from profltlng g-{

that employees learn about the merger prlor to the h‘
nnouncement . Th1s would be 1llegal and put the
tlon at r1sk However,
s to explore how the dlfferent types of 1nformatlonr;r
fect an employee in flrst 1earn1ng about a merger
suggested by Armstrong Stassen (1994) anx1ety would w
ult to control durlng a merger '~However 1t mayubel
for organlzatlons to control anx1ety through :1ff92‘
and frequent updates on: the progress of the merger
um, 1999;1Smeltzer'and Zener, 1992). In'addltlon to?"
ing for anXiety'anHOrganization.may bevable toﬂw-
loyalty throughftheysame7processrof'prOViding
and-frequent cOmmunicatlon;duringfthe“merger;ehThe>'

gulatlons that must be adhered to when plannlng the= Y

It was not the 1ntentlon of the study to “;:5*'

the 1ntent10n of the currentf‘ .



" However,

'final_1<

'drgaﬁizc
_ lmerger;
| .fuﬁufe, ]
loyalty
gmalntalr
Fut

}source W

'the merger to the employees of the organlzatlon

ssue explored by the current study was for the

1tlon to be able to malntaln product1v1ty durlng a J

The results clearly 1nd1cate that knowledge of .
ob status w1ll not malntaln pre merger product1v1ty _V
1f organlzatlons manage for anx1ety and malntalnlng,,

to the'organlgatlonvthen productlvrty may be -

Led;i;‘”

ure research should be conducted to explore what

rlthln the organlzatlon 1s better for communlcatlng

Prlor

'f>research conducted by La Beur and Kottke (2001) suggest that

the prelldent of the organlzatlon may be more approprlate

‘resultin

o

‘for.ankannouncement of th1s magnltude than a superv1sor
‘lstrengthen the manlpulatlon of the scenarlos the factors
"{should he sw1tched Instead of source and detall as w1th1n |
:‘subjectQ make them between subjects and accuracy and ]ob
ZStatus W

1th1n.subject.w1thouttthe no statement condltlon'
g 1n a 2x2(2x2)

ally, whlle organlzatlons may be reluctant to. change B

:,Fin

a from their f,common sense'ﬁ approach to mergers, 1t may be

.benefic1al to the organlzatlon to apply post merger researchvdu

:to'the announcement phase of a merger Ideally, af;~

'longitudlnal study should be conducted to see what effect
-applylng the post merger research has to the pre merger
act1v1t1es and 1f the success rate of mergers can be

1ncreased,
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: Qtharm upb,ff

”ﬂThe serv1ce company that you work for has been in bus1ness

- for one hundred years and is a leader in its industry.. The- B

’3company ‘has always treated you well " ‘and is one of the best

~rated companies to work for. - Part of your jOb involves

_,fbgfregular‘contact with' c11ents Overall you enjoy your job
“ugggand llke-worklng for‘t o+ L : :

';company‘

ffScenarlc}f‘ _Superv1sor

:hefServlce companyjthat you work for has been in bu31ness
r one hundred years and-is a leader in its" industry.

beeen called for all employees. Your superv1sor is at the.f"’
"meetlng‘and announces that the company is being bought -out -

:5*fby ‘one. if its competltors Durlng the" meetlng detailed -

‘Vlnforma

ion is prov1ded about what is g01ng to happen to

:””~?you as an employee,rlncludlng the: number of jObS that- wall

fbe 1ost} what departments will be affected and what w111

f;:ﬁbe prov1ded for those that are. lald off

»’:Scenarl» #2 No Detall Condltlon'- Superv1sor

v"fThe ‘ser 1ce company that you work for has been in bus1ness'"
. for one hundred years and is a leader in its industry.

' _been ca
. ‘meeting

led for all employees ~Your superv1sor 1s at the
and announces that the company is being bought out -

AArr1v1n% at work one day you are not1f1ed that a meetlng has;b’l“
by one of its competltors During the meetlng, the only

‘; information made avallable is that the merger w1ll result ,
. in a loss of" jObS The meetlng is qu1ckly'ended and you fi
’j_;are 1ns ructed to return to your normal act1v1t1es

‘M“Scenarl'

#3 No Detall Condltlon Cllent

 The ser‘lce ‘company that you work for has been in bus1ness K
. for one |hundred years and is a leader in its 1ndustry

_ib»fshortly after. arr1v1ng at work one. day, your first cllent
. -asks to|talk to you. - The cllent tells you that your

:f”“fcompany has been bought out’ by its competltor - All the

”j;cllent Inows 1s that jObS w1ll be lost from your company

| tScenarl #4 Detalled Cond1tlon Superv1sor :1

'kiThe ser 1ce company that you work for has been in bus1ness

. for one‘hundred years and ista leader 1n 1ts 1ndustry .
“*Shortly after arr1v1ng at work one day, one of your cllents N

38

= rriving at work one day you are notified that a meetlng hasj,ff’



asks to | talk to you. The client tells you that your company
has been bought out by one of its competitors. The client
informs |you what departments will be effected, and how many
jobs will be lost. You work in one of the departments that
will be|eliminated due to the merger.

Accuracy-same scenarios with this statement at end of each:

In the past your supervisor has always provided accurate
information to you. :

In the past the client has always provided accurate
information to you.

Job Status-same scenarios with one of these statements
included:

You will be laid off as a result of the merger. Or, You

will not be laid off as a result of the merger.
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Organiza

ytional Commitment Questionnaire

I feel v
I am wil
normally
successt

I would
keep wor

I am prc
organiza

I really

I would

Job Thre

rery little loyalty to this organization.

ling to put in a great deal of effort beyond that
7 expected in order to help thlS company be :
ul.

accept almost any type of job assignment in order to
king for this organization.

ud to tell others that I am part of this
Ltlon

r care about the fate of this company
start looking for a job immediately.

at and Anxiety Scale

How like
in the 1]

How 1like

‘performa

rated?

If your
several

To what
of being
and impr

Effort S

ly is it that this announcement will affect your job
lext year or so? ’

1y is it that your boss will evaluate your

nce significantly lower than you think it should be
perforMance'dropped significantly in the next
months, how likely is it that you would be laid off?
extent do you think the boss holds the ~“possibility
r‘laid off'' over head as a reason for working hard

oving performance°

cale

I would

If the c
meet the

Because

increase.

I would

change my performance at my job.

ompany asked me to do more,
se requirements.

I would be willing to
of the merger I would expect my worklbadvto ‘

work just as hard as I did before the merger.




Remaining Items that were developed for

productivity but not used in final analysis

I would

Because

not change my work habits.

of the information prov1ded by supervisor/client I

would not work as hard as I have in the past.

I have worked very hard for this company in thevpast}

Working
company

hard will guarantee that I'll have a job at this
when the merger is done. ’
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