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Abstract

This paper investigates the effect of human resource practices on organizational
ambidexterity in cross-border mergers and acquisitions. Previous research suggests that
human resource practices play an important role in improving organizational performance
but that there may be contingency factors that interact with human resource practices, leading
to different performance outcomes. We focus on one such potential contingency factor:
distributed leadership aa key moderator that interacts with human resource practices,
leading to organizational ambidexterity in ssdorder mergers and acquisitions. We
examine 84 deals of emerging economies cross-border mergers and acquisiédosndVv

that human resource practices positively influence the acquired firms' ambidexterity, but
when we take into account the contingent role of distributed leadership, the effect of human
resource practices becomes much stronger, indicating the importance of distributed
leadership as a key variable that can explain variations in the success of cross-border mergers
and acquisitions. The findings have important implications for international human resources
management practices in the acquired subsidiaries and for individual leadership styles

adopted by parent firms during the post-acquisitions period.

Keywords: emerging economies, HR practices, organizational ambidextergygemrs and

acquisitions, distributed leadership.



I ntroduction

Merger and acquisition (M&A) activities involving emerging economies multinationals

(EMNES) have considerably increasedthe last few decade

S (Luo and Tung, 4007, Ay

bar

and Ficici, 2009, Kohli and Mann, 20

12). It is now well established that M&A activities take

place in waves; for instance, the rapid growth of M&As in the 1990s and early 2000s was

followed by further increase in the EMNE activity after the global financial cfisis

Rao-

Nicholson and Salaber, 2015). Some M&As by EMNEs, especially in the developed markets,

were aimed at acquiring strategic assets, including the acquisition of managerial practices,

processes, and high technolo

gy (Huang and Khanna,|[2003, Purushothamdr, 2004

Kumatr,

2008,| Gubbi, Aulakh, Ray, Sarkar and Chittoor, 4010, Hattari and Rajan] 2010

). But

performance studies examining the M&A process in ger

eral (Rottig)|2013; Weber and

Tarba,

2013|Rottig, Reus, and Tarba,

201a1)d EMNE M&As in particular, did not pay sufficient

attention to the primary human resource (HR) practices that can cause outcome differences

between the M&As and affect their ambidexte

ity (Rao-Nicholson, Khan and Stokeg, 2

015).

Most M&As fail to achieve their set objectives, including post-acquisition integration

and performancg (Haleblian, Devers, McNamara, Carpenter and Davisor), 2009,

(Gomes,

Weber, Brown and Tarba, 20

11, Weber, Tarba and Reichel

2011, Gomes, Angwin,

Weber

and Tarba, 2013). One of the key criticisms of these studies is that they do not fully capture

the role of human actors in M&A performander example, the role of HR practices and of

EMNE leadership in organizational ambidexterjty (Rao-Nicholson et al.,

leadershipis crucial for the su

ccess of cross-border M&As (Rao-Nicholson et al.,

2015). EMNE

2015)

Altogether, there is limited focus on the emerging distributed leadership in the literature

Bolden, 2011{ Thorpe, Gold

and Lawler, 2p11). The distributed leadership perspective

acknowledges that there are multiple leag

ers (Spillane, Halverson and Diamor

d, 2004). This

type of leadership could influence greatly the formalized HR practices in the area of



organizational ambidexterity in the post-acquisition period. Distributed leadership, organized

around shared goals and responsibilities, is pertinent for cross-border M&As because firms

must decide on their common objectives for their post-acquisition integrfation (Larsspn and

Finkelstein, 1998, Waldman and Javidan, 3009, Thorpe et al.,| 2011). Most studies have

focused on traditional leadership styles, such as transformational and transactional, although

the importance of the distributed leadership has been acknowledged re¢cently (Bolden, 2011,

Thorpe et al., 201j1), and efforts are under way to investigate its role in cross-border M&As.

Distributed leadership on the part of the acquirer firms is critical for effective
management of HR practices in the subsidiaries, as leadership style is important for

supporting the overall HR strategy and enhancing psychological contracts, which in turn are

beneficial both for the firm and for its employges (McDermott, Conway, Rousseau and|Flood,

2013). To date, the literature on HR practices has evolved separately from that on distributed

leadership, witHittle synergy between the two. Acquirer leaderghip (Bass,|[L985, Pawa[ and

Eastman, 199, Conger and Kanungo, 1998, Waldman and Yammarin{, 1999, Judge| and

Piccolo, 2004, Nemanich and Keller, 20107, Sosik and Dinger,|2007) can moderate the effect

of formalized HR practices on organizational ambidexterity in the post-acquisition period

Kaplan and Kaiser, 20(3, Hirak, Peng, Carmeli and Schaubroeck, 2012).

Although the reaction of employees of the target firm to EMNE management style is

crucial for the success of EMNE M&As, few studies have examined the effect of EMNE

M&As on employees of the subsidiaries (Rao-Nicholson et al.,|2015). Studies have shown

that human issues, such as employee indifference toward the acquirer, especially in the case

of EMNES, can lead to failure of the M&A transacti|on (Cartwright and Cooper, 1993,

Larsson and Finkelstein, 1€1199, Larsson and Lubatkin,|P001, Gomes et a" 2011, StaHl et al.,

2013). It is, therefore, important to examine the formalized HR practices and leadership style

adopted by EMNESs in cross-border M&As, and their effect on organizational ambidexterity.



It has been suggested in the literature that organizational ambidexterity plays a key role in

improving firm performance (Raisch, Birkinshaw, Probst and Tushman||2009, Turner,|Swart

and Maylor, 2018). Among the challenges that arise in aligning the strategy of the firm with

its resources and capabilities in a way that can lead to organizational ambidexterity and

ensuing performance gaips (Raisch and Birkinshaw,|2008), some of the most important are

HR practiceq (McClean and Collins, 2(|11, Prieto and Pilar Pérez Santan|a, 2012) and

leadershig (Nemanich and Vera, 2()09, Mom, Fourné and Janser), 2015, Yitzhack Halravi,

Carmeli and Brueller, 2015).

The literature on HR practices has focused on employment security, performance-

based compensation, hiring, job-related training, sharing of corporate information, reduction

of status differences, and decentralization (Pfeffer and Veigal|1999, Bloom, Genakos,| Sadun

and Van Reenen, 20[L2), in other words, the typical formalized aspect of HR practices.

Appropriately developed formalized HR practices can nurture employee commitment, limit

turnover, and boost the productivity of the firm and its employees, leading to organizational

ambidexterity| (Huselid, 195"5, Jiang, Lepak, Hu and Baer,|R012, Kehoe and Wright, 2013).

Differences between these HR systems across countries also affect operating effectiveness of

the companies, including ambidextenty (Jiang, Colakoglu, Lepak, Blasi and Krusg¢, 2014).

The acquirers” HR practices can affect their organizational ambidexterity. For
example, the way in which employees of the target firm perceive the acquirer is driven to a
large extent by the acquirers’ formalized HR practices and by how the employees of the
target feel after the M&A. Thus, the organizational ambidexterity of the acquirer can have

considerable influence on the way in which employees of the target firm perceive the M&A

in the long term (Nemanich and Vera, 2()09, O'Reilly and Tushman|[2013, Meglio, Kirig and

Risberg, 201p).




Despite the contributions of HR practices and the role of distributed leadership in
organizations, research on M&As has not integrated the influence of HR practices on

organizational ambidexterity and the contingent role of distributed leadersieip.

combination of the two is rare in the context of the EMNEs (Gunkel, Schlaegel,

Rossteutscher and Wolff, 2QL5, Rao-Nicholson et al., [2015). Above all, we lack multilevel

models that combine the role of HR practices in organizational ambidexterity and show how
distributed leadership, as a contingency variable, influences such outcomes, as a result of
differences in institutional and cultural factors, especially in a cross-border context. Similarly,
recent meta-analytic studies that explored the role of HRM practices in organizational

outcomes have found a large portion of unexplained variance, highlighting the need for more

fine-grained investigation of the contingency varialples (Combs, Liu, Hall and Ketchen, 2006,

Jiang et al., 2012).

Thus, the main objective of the present article is to examine (a) the effect of
formalized EMNE HR practices on organizational ambidexterity and (b) the contingency

effect of the distributed leadership on this relationship, in the context of cross-border M&As

undertaken by EMNEE (Kaplan and Kaiser, Zlfl@emanich and Vera, 20{)9, Hirak et al.,

2012 O'Reilly and Tushman, 2Q[L3, Meglio et al., 2015). The study aims to answer the

following important questions: Do formalized HR practices in EMNE subsidiaries afféct the
organizational ambidexteriyDoes distributed EMNE leadership affect the relationship
between HR practices and organizational ambidexterity?

The article contributes to our understanding of organizational ambidexterity in cross-
border M&As in three important ways: (a) we extend the literature on organizational
ambidexterity by testing a multilevel model for understanding the influence of various
(formalized) HRM practices on organizatioal ambidexterity in the context of cross-border

EMNE M&As; (b) we examine the contingent effect of distributed leadership on such



outcome, bringing this important concept within the mainstream of M&A research; and (c)
we explore cross-border M&As undertaken by five key EMNEs (Brazil, Russia, India, China,
and South Africa), providing a fine-grained understanding of their overseas-acquired
subsidiaries' organizational ambidexterity (bearing in mind that most research on this topic

concerns the developed economies).

Literature Review and Hypotheses
HR practices and Organizational Ambidexterity

Research has shown that firms that do well in cross-border transactions are those that

adopt flexible HR practices and policies in foreign Iocati|ons (Stroh and Caligiuri, 1998).

Examination of 60 of the world's top multinational organizations shows that effective people

management in global activities helps companies improve their financial performance. Thus,

HR-related activitieg (Prieto and Pilar Pérez Santana,|2012) that help organizations gain a

competitive advantage on a global scale are important, especially for EMNEs with limited

global exposure.

Junni, Sarala, Taras and Tarba (2013) and Junni, Sarala, Tarba, Liu and Cooprr

(20159) noted that it is important to explore the phenomenon of ambidexterity beyond the

organizational level, and recommended using the macro-level approach as one of potentially

promising ways of advancing future ambidexterity research. But to date there has been scarce

research on ambidexterity at the individual level of analysis (Turner et al{, 2013). For

exampld, Filippini, Guttel and Nosella (2012), exploring ambidextrous routines in knowledge

management, found that specific initiatives may facilitate concurrent exploration and

exploitation at the micro-level. lime same vein, Huang and Kim (2013), studying LG

Electronics, concluded that it achieved structural ambidexterity in human resource



management (HRM) through architectural innovation, and underlined the importance of

continually adjusting HRM practices to changes in the volatile business environment.

Chang (201p) found that firm-level employee human capital partially mediates the

relationship between firm-levéiR practices and organizational ambidexteyity. Kostopoylos,

Bozionelos and Syrigos (20[L5) presented a cross-level model exploring the influence of

intellectual capital facets (i.e., human, social, and organizational capital) on unit
ambidexterity, and suggested that organizational-level high-perforrripeactices have a
significant effect on the aforementioned factors as well as on the relationship between unit
ambidexterity and unit performance. These findings show that the relationship between

ambidexterity and unit performance becomes more salient in organizations with enhanced

HR practiceq (Kostopoulos et al., 2015).

A recent study by Ahammad, Lee, Malul and Shoham (R015) examined the effect of

motivation-enhancing HR practices on the productivity, motivation, and performance of
commercial bank employe@s promoting and attaining contextual ambidexterity within the
organization, and showed haxante incentives (based on past performancegapdst
incentives (based on future performance) affect the productivity, motivation, and
performance of employees. The authors found that workers with relatively high abilities may
take advantage of bo#xante anaxpost incentives, but in stark contrast to their colleagues,

workers with relatively low ability were unable to take advantage of either scheme

Ahammad et al., 2015).

HR Practicesand Ambidexterity in M&As

As| Stettner and Lavie (20{L4) have shown, prior research on ambidexterity has limited its

concern to the interplay between tendencies to explore vs. exploit based on particular modes
of operation (internal organization, alliances, and acquisitions), but balancing these

tendencies within each mode undermines firm performance because of conflicting routines,



negative transfer, and limited specialization. The authors have argued that by exploring in
one mode and exploiting in another, i.e., balancing across modes, a firm can avoid some of
these impediments. Based on the analysis of 190 US-based software firms, they have shown
that exploration by externally oriented means such as acquisitions or alliances, and at the
same time exploitation through internal organization, improves the performance of these
firms.

It is critical to distinguish between formalized practices developed to enhance employee

performance, in which procedures are designed and well-engrained in the target organization

Williams and Lee, 201/6), and other informal practices that can probably affect

organizational ambidexterity in the post-acquisition pefiod (Bjorkman, Stahl and Vaarzia,

2007| Chakrabarti, Gupta-Mukherjee and Jayaraman,|{|2009, Zhu, Wang, Zheng, Liu ard

Miao, 2013). Formalized HR practices are essential for reducing inefficiencies in the acquired

organization (Morris, Snell and Wright, 2406). EMNESs can use codified, formal procedures

and systems to reduce inefficiencies in their foreign M&As. Acquirers can also develop

employee skills and abilities using effective HR systéms (Barton and Delbridge, 2004).

Formally designed and developed HR practices can be applied in several areas such as

appraisals, rewards, and job desjgn (Guest, [1997).

But differences between these HR systems across countries have implications for the

operating effectiveness of the companjes. Jiang et al. |(2014) explored the relationship

between the involvement of work systems and operational effectiveness, controlling for the
effect of organizational climate of participation and national cultural differences in power
distance. Their results indicate that the mediated relationship between the involvement of
work systems and operational effectiveness in the context of climate of participation was
stronger in facilities in lower power distance societies, while the direct relationship between

the involvement of work systems and operational effectiveness was stronger in higher power



distance societies. Thus, EMNESs from typically high power distance countries must take into
account local sensibilities and employee aspirations in thegpqgsisition period, which
could affect ambidexterity of their acquired subsidiaries.

Research suggests that ambidexterity is important for organizational survival and success

Tushman and O'Reilly, 1996). Organizational ambidexterity is defined as the ability of

organizations to grow through exploration and exploitarion (Nemanich and Vera, 2009). In an

M&A context, ambidextrous EMNEs have competences for generating synergies with the

acquirer and target to produce prized future exploitative opportupities (Nemanich and(Vera,

2009| Rao-Nicholson et al., 2015). Thag&ey area for EMNES to focus on during the post-

acquisition phase is that of their HR practices, because effective HR practices can improve

organizational ambidexteritly (McClean and Collins, 4p11, Prieto and Pilar Pérez Santana,

2012).

The systematic and well-organized approach of EMNEs toward HR can indicate to
employees of the target firm the seriousswith which the EMNE approaches the positive
integration of the target into the acquirer’s organization. Formalization implies that
procedures are in place to store prior knowledge and information that are conducive to
organizational ambidexterity. Similarly, formalization of HR practicasremove barriers to
knowledge exchange during the M&A integration process because explicit procedures can

deliver incentives to foster collaboration between employees of the target and the acquirer

firms, andin general, work toward organizational ambidexteyity (Patel, Messersmith arjd

Lepak, 2018). Thus:

H1: Formalized HR practices adopted by EMNESs in their acquired subsidiaries have a

positive relationship with theorganizational ambidexterity.

The Moderating Role of Distributed Leadership as a Contingency

10



The above discussion suggests that by adopting formalized HR practices, cross-border
M&As by EMNESs can improve their organizational ambidexterity. This is akin to the widely

held view in the literature that by adopting best HR practices most firms can improve their

performancg (Huselid, 1995, McClean and Collins, 2011). In contrast to this approach, the

contingency-based view suggests that the influence of such practices can be intensified or

constrained by specific situation-related factlda;l(son and Schuler, 19Tl§im and Wright,

2011). To the best of our knowledge, no study has investigated the possible contingencies of

the relationship between HR practices in cross-border acquisitions of subsidiaries and the
organizational ambidexterity of the acquired subsidiaries. One such contingency factor could
be a particular leadership style. Figure 1 shows the conceptual framework depicting the
relationships between HR practices concerning organizational ambidexterity and the

moderating role of distributed leadership Undeniably, the latter plays an important role in

organizational survival and is pertinent to creating an ambidextrous organization (Jangen,

Tempelaar, Van den Bosch and Volberda, ﬂ009, Cao, Simsek and Zhang, 2010, Rosing, Frese

and Bausch, 2011).

Distributed leadership can use different approaches to manage ambidexterity

example, the task-oriented approach (Tushman and O'Reilly} 1996), can introduce flexibility

and develop an ambidextrous organization (Jansen et alJf 2009, Cao et gl., 2010, Rosjng et al.,

2011). Distributed leadership is definasia shared-goal driven, collaboration-ceate

method, which results in sharing of leadership across the organization or the group in a way

that affects the achievement of common goals (Carson, Tesluk and Marrong, 2007, Thorpe et

al., 2011) Although distributed leadership can affect the success of cross-border EMNE

M&As, there is scarce research on its effect on the links between formalized HR practices

and organizational ambidexteriry (Shimizu, Hitt, Vaidyanath and Pisano){2004, Waldmian and

Javidan, 2ooﬁa, Weber and Tarba, 2|1)10, Junni and Saralg, 2014). Distributed leadership can

11



be a valuable asset for EMNEs in leveraging the leadership of the acquired targets as they
assimilate managerial practices and competences into their organizations.

Research has shown that distributed leadership can have a positive influence on the

collective performance of employees in an inter-organizational co|ntext (Shamir and Lapidot,

2003| Carson et al., 2003, Innocenzo, Mathieu and Kukenberger, 2014||Wang, Waldman

and Zhang, 2014). The underlying explanation of the advantage of distributed leadership is

the understanding that it is difficult for one leader to possess the knowledge ad skill

required to provide oversight and direction to organizational actiyities (Pearce and Mjnz,

20058). This is especially true for EMNE managers and top managemest beaause they

might not have experience in managing companies in foreign locations.

EMNE leadership can also grant their targets greater flexibility and freedom to
manage resilience and innovation in the face of uncertainty (Patterson, West, & Wall, 2004).
For example, distributed leadership may develtgsk-oriented approach to personnel
management. In the relationship between formalized HR practices and ambidexterity, the
acquirer’s distributed leadership creates better synergies in targets and improves the ability of
the acquirer to cope with uncertainty during the M&A process. Thus, acquigiributed
leadership positively moderates the effect of HR practices on organizational ambidexterity.
Hence:

H2: The greater the distributed leadership practiced by the EMNE within the acquired
subsidiary, the stronger the effect of the formalized HR practices on the organizational

ambidexterity of the acquired subsidiary.

12



Control variables

Cultural Developed
Status L
similarity markets
Distributed
leader ship
Organizational
Formalized HR practices ambidexterity

Figure 1. Conceptual model of subsidiary HR practices and distributed leadership on

organizational ambidexterity
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Data and Methods

The methodology used in this study is similar to the one used by Larsson and Lubatkin

2001), Larsson and Finkelstdin (1999), and Largson (1993). A similar integrative research

review methodology has been used by other authors, including Coopey (1984), Yin (1981),

and Yin and Heald (1975). Caseere collected and sorted according to the previously

established criteria that meet the research requirements (see Appendix A for further details).
The casesvere identified in a structured manner, and coduag used to convert qualitative

into quantitative datal he data collected using this methodology were then used in the

empirical analysig (Jauch, Osborn and Martin, 1980, Bullock and Tubbg| 1990, Larssgn and

Finkelstein, 199P).

This method is useful in situations in which experimental designs are difficult and

time-consuming. The case survey method provides opportunities for generating larger sample

sizes than those achievable by other techniques. As evidenced by the Ii1erature (Larsgson and

Finkelstein, 199P), this method is sufficiently robust and rigorous. The rich data on the

cultural, social, and HR topics involved in M&As can be obtained from case studies and

media material (Larsson and Lubatkin, 2D01), and key issues of procedural nature can be

remedied by using multiple coders at the case analysis|stage (Larsson and Finkelst|ein, 1999).

The present study considers cross-border M&As from key emerging markets: Brazil,
Russia, India, China, and South Africa (the so-called BRICs). Recent literature has provided

detailed information on the motivations and means for internationalization of EMNESs

Boateng, Qian and Tianle, 2QP8, Zhang, Zhou and Ebbers}| 2011, Kohli and Marjn, 2012,

Wang, Hong, Kafouros and Boateng, 2[)12, Huang and Renyond| 2014, Ning, Kuo, Sfrange

and Wang, 201}4). These five countries provide a good mix of domestic institutional context,

cultural differences, and industries that engage in outward foreign direct investment

Hofstede, 1984, Buckley, Forsans and Munjal, 2ﬁ012, Kohli and Mann|[2012, Wang et al.,

14



2017} Nicholson and Salaber, 2(]13, Contractor, Lahiri, Elango and KundLn, 2014, Nain,

Demirbag and Mellahi, 2015).

Data on M&As from these five countries were collected from the Thomson One

database. Other studies on cross-border M&As from these countries have used this database

Nicholson and Salaber, 2013, Rao-Nicholson et al., |2015). The information on acquirers and

targets from this database concerned over 1,000 deals from these countries. The following
databases and sources were used to collect information on the M&As: Business Source
Premier, JSTOR, HBR cases, and direct searches for cases using the Google search engine.

Case material was also collected from newspaper articles, for example, in Fortune magazine,

as has been done in the past in academic resgarch (Larsson and Finkelstgin, 1999). After

screening for relevance, 84 M&As were included in this study. The deals included 14 by
Indian acquirers, 15 by Chinese acquirers, 20 by Russian acquirers, 16 by Brazilian acquirers,
and 19 by South African acquirers. The material used to collect data consisted of case studies
and newspaper articles that were 1-25 pages in length. The case material was required to
provide information on the leadership of the target and the acquirer, organizational
ambidexterity, and other information pertinent for the study. Most of the information used in
the study was cross-referenced with data from various sources to maintain the robustness of

data collection process.

Coding followed the method used by Larsson and Lubatkin (2001), Larsson and Finkelstein

1999), and Larssop (19P3), and the measureswaedsimilar to those used in these earlier

studies. Each variable was scored on a 6-point scale, and the quality constraint was provided
by inter-rater reliability. Three independent raters coded all the data used in the study. Prior

studies have suggested thatintraclass correlation coefficient (ICC) of 0.70 can be

considered satisfactory and an ICC above 0.80 as |good (Larssofp, 1993, Larsson and

Finkelstein, 1990, Larsson and Lubatkin, ZWOL Neuendorf,|P002, Stahl, Larsson, Kremershof

15



and Sitkin, 201

1). Appendix A provides details on all the indicators used in the empirical

analysis. Table 1 shows the country-level differences in the location of deals, organizational

ambidexterity, and leadership. Note that the targets of Indian, Brazilian, and South African

companies demonstraadnigher level of organizational ambidexterity and a higher degree of

distributed leadership than do those of Russia and China.

[Insert Table 1 here]

Table 1. Cross-border deals and relevant details by country

Country Total deals Deals in Organizational | Distributed
developed ambidexterity | leadership
markets

India 14 9 8 10

China 15 10 5 3

Russia 20 11 11 4

Brazil 16 11 10 12

South Africa 19 12 17 12

Dependent variable: organizational ambidexterity, which measures the ambidexterity

demonstrated by the acquirer company (values of one or zero).

Explanatory va

riable: formalized HR practices, which denotes the formalized HR practices

implemented in the target companies during the post-acquisition period (values of one or

Zero).

16



Moderating variable: distributed leadership, which indicates whattlistributed leadership
approach on the part of the EMNESs can be detected in their cross-border M&As (values of
one or zero).
Control variables:

Lack of information during and after the takeover can create difficulties for EMNESs
as well as for other acquirers (Appelbaum, et al., 20R@kig, 2013). Employees of the
target form national stereotypes because of limited understanding of the EMNESs and their
management style (Appelbaum, et al., 2007b; Rottig, 2013; Rottig, et al., 2014). The country
of origin of the target can affect M&A performance. To capture these three effects in our
model, we introduced three control variables: Status consisted of four items and was
measured on a 6-point scale ranging from low = 0 to high = 5. This index measures deal
responsiveness by employeesdd on deal characteristics (Cronbach’s a = 0.91). Cultural
similarity consisted of two items and was measured on a 6-point scale ranging from low = 0
to high = 5. This index measures the degree of similarity in management style between the
two organizatins involved in the acquisitions (Cronbach’s o = 0.94). Developed market is a
dummy variable that takesvalue of one if the target belongedadeveloped country, as
classified by the OECD, or of zero otherwise. The two control variables (statusalcultur
similarities) consisted of multiple items, which made it important to explore the quality of the
variables and their measures. Exploratory factor analysis with varimax rotations, eigenvalues

> 1, and scree plots helped refine them.

We also controlled for various deal-, firm-, and country-level effects. The effect of the

distance of market-supporting institutions was captured using the economic freedom index

developed by the Heritage Foundat{Braife, Holmes and O’Grady, 2007{|Meyer, Estrin,

Bhaumik and Peng, 2009). This measure provides information on a wide range of institutions,

focusing on the freedom of individuals and firms in a country to pursue their business
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activities. We defined variable HIGHTECH = 1 if the target bedutitg the high-tech

industry, otherwise 0. We also controlled for the ownership effects of the target. We defined

the variables BUSINESS_GROUP = 1 if the acquirer was pabuosiness group, otherwise

0, and GOVERNMENT_OWNERSHIP = 1 if the acquirer was owned by the home

government, otherwise We defined the variable CASH =1 if the deal was paid for in cash,

otherwise 0. If there had been colonial links between countries or if the country had been part

of Soviet bloc, we assigned the variable HISTORICAL_LINKS = 1, otherwise 0. Finally, we

assigned the variable PRIVATE_ACQUIRER = 1 if the acquirer was private, otherwise O.

The correlation matrix of the variable/construct is presented in Table 2. As expected based on

prior literature

(Larsson and Lubatkin, 2(

D01), we observed a high correlation between some

of these variables, but none of the correlatiwase high enough to suggest that multi-

collinearity was not an issue in our analysis.

[Insert

Table 2 here]
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Table 2. Descriptive statistics and correlation matrix

Variable Mean | Std. 1 2 3 4 5 6 7 8 9 10 11 12
No.
1 Organizational ambidexterity | 0.5925 | 0.4936
2 Formalized HR practices 0.3664 | 0.1365 | 0.088
3 Distributed leadership 0.4907 | 0.5022 | 0.092 0.333*
4 Status 3.6860 | 0.6125 | 0.388* | 0.103 | 0.124
5 Cultural similarity 29124 | 1.0191 | 0.407* | 0.291*| 0.265* | 0.459*
6 Developed market 0.6296 | 0.4851 | 0.144 0.167*| -0.014 | 0.175 | 0.121
7 HIGHTECH 0.0952 | 0.2953 | 0.011 0.148 | 0.118 | 0.100 | 0.241*| 0.0800
8 GOVERNMENT_OWNERSHIP| 0.3452 | 0.4783 | -0.338* | 0.128 | 0.159 | 0.026 | - -0.119 | -0.15
0.407*
9 HISTORICAL_LINKS 0.25 0.4356 | 0.183* | -0.113| -0.120 | 0.184*| 0.269* | - - 0.043
0.185* | 0.093
10 | CASH 0.5357 | 0.5017 | -0.015 | -0.080 | -0.027 | -0.060 | -0.029 | 0.129 | 0.058]| 0.123 | -
0.289*
11 | BUSINESS_ GROUP 0.5 0.503 | 0.170 -0.154 | -0.137 | 0.000 | 0.196*| 0.074 | - -0.62* | -0.027 | -
0.001 0.071
12 | PRIVATE_ACQUIRER 0.3452 | 0.4783 | -0.082 | -0.054 | -0.057 | -0.024 | 0.032 | 0.192*| 0.02 | 0.21* | -0.014 | 0.173| -
0.125
13 | Economic_distance 1.2948 | 0.2257 | -0.102 | 0.062 | 0.122 | 0.121 | -0.114 | 0.739* | 0.097| 0.217* | - 0.230| - 0.228*
0.228* 0.168

* Significance of correlation at p<0.1.
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Results

Because our dependent variable takes binary values, we conducted the empirical analysis
using the Probit regression model to test our two hypotheses. Table 3 reports the results of the
Probit regression models, estimating the probability of organizational ambidexterity while
formalized HR practices and distributed leadership are implemented in the target
organization. Column (1) presents our baseline model with all control variables. Column (2)
presents the results for our model with formalized HR practices alone. Note that our
explanatory variable, formalized HR practices, is positive and significant c0e90158,

5% significance). Next, we introduced in our baseline model the moderating effect variable,
distributed leadership x formalized HR practices, on its own and found that it had a positive
and highly significant effect on organizational ambidexterity (coeff = 3.593, 1%

significance). Finally, we examined the effect of the moderating variable on our key
explanatory variable and found that the effect of formalized HR practices on organizational
ambidexterity was strengthened in the final model (coeff = 0.002, 10% significance) when we
consideedthe moderating effect of distributed leadership. These results support our
hypotheses 1 and 2 that formalized HR practices positively affect organizational

ambidexterity, and that this effect is further strengthened by distributed leadership.

Among our control variables, we observed that the status of the acquirer and cultural
similarity between the acquirer and target organizations had a positive effect on
organizational ambidexterity, indicating that target employpesceptions of the deal and
similarity in management styles can positively contribute to organizational ambidexterity.
Research has shown that employees displayed negative reactions to mergers because of the
uncertainty involved in such transactions, but that if their perception of the deal was positive,
they invested effort and contributed to organizational ambidexterity. We also found that

business-group membership had a positive effect on organizational ambidexterity in our full
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model (Column (4)). Private ownership of the acquirer had a negative effect on
organizational ambidexterity. Finally, Indian and Brazilian acquisitions demonstrate limited

organizational ambidexterity compared with acquisitions by other BRICS countries.

Table 3.Results of the Probit regressions

1) (2) 3) (4)
VARIABLES
Formalized HR practices 0.00158** 0.00201*
(0.000692) (0.00100)
Distributed leadership X 3.593*** 4.173%**
Formalized HR practices
(0.942) (1.128)
Status 1.600*** 2.103*** 2.702%** 3.006***
(0.504) (0.700) (0.779) (1.045)
Cultural similarity 1.126*** 1.108*** 1.650*** 1.945%**
(0.385) (0.400) (0.419) (0.541)
Developed market 1.818 1.903 1.300 1.825
(1.111) (1.262) (1.205) (1.275)
HIGHTECH -0.930 -0.818 -2.553** -1.828
(0.694) (0.770) (1.078) (1.439)
GOVERNMENT _ -1.903*** -3.278*** -1.045 -2.888
OWNERSHIP
(0.689) (1.161) (0.730) (1.783)
HISTORICAL_LINKS 0.235 1.436 -0.497 0.934
(0.775) (0.969) (0.834) (1.355)
CASH 0.150 0.401 -0.373 -0.0745
(0.522) (0.536) (0.625) (0.717)
BUSINESS GROUP 0.540 0.893 1.406 1.942*
(0.517) (0.609) (0.942) (1.162)
PRIVATE_ACQUIRER  -1.070** -1.339** -1.622** -2.825***
(0.543) (0.558) (0.799) (0.823)
Economic distance -1.127 0.231 -0.559 -0.337
(2.831) (3.056) (3.125) (3.376)
Sector dummies Included Included Included Included
Dummy (India) -2.825** -4.023*** -4.602*** -5.765***
(1.107) (1.471) (1.205) (1.805)
Dummy (China) -0.492 -0.759 -1.542 -0.549
(0.979) (1.199) (0.950) (1.688)
Dummy (Russia) 1.963* 1.968 1.842 4.323
(1.153) (1.431) (1.121) (2.664)
Dummy (Brazil) -0.859 -1.739* -1.608* -2.027*
(0.673) (0.996) (0.926) (1.149)
Constant -7.730** -10.37*** -14.21*** -17.17%%
(3.315) (3.406) (3.870) (4.654)
Observations 75 72 75 72
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Prob > chi2 0.0003 0.0018 0.0001 0.0009
Pseudo R2 0.5209 0.5815 0.6622 0.7356
Robust standard errors in parentheses
*** n<0.01, ** p<0.05, * p<0.1

Discussion and Conclusions
The aim of the present article was to investigate the conditions that lead to organizational
ambidexterity, especially in the context of cross-border mergers and acquisitions undertaken

by firms from emerging economies. It has been suggested that organizational ambidexterity

plays an important role in enhancing the performance of 1irms (Raisch and Birkinshay, 2008,

Raisch et al., 20Q9), but its poteriiyabnabling antecedents are not well known, and existing

studies often report conflicting results (Raisch and Birkinshaw,|2008). Recently, scholars

have focused their attention on understanding the rdtlRahanagement practices on

organizational ambidexteritly (Prieto and Pilar Pérez Santanal| 2012, Patel et al., 2013), while

others have focused on top management team characteristics and their influence on

organizational ambidexteritk (Simsek, 2009). To date, both streams of literature (HR and
leadership) have evolved separately, with little cross-fertilization.

Keeping in view the inconsistent and conflicting findings of previous researitte on
antecedents of organizational ambidexterity, in the present article we investigated specifically
the role of HR practices on the organizational ambidexterity of subsidiaries acquired by
EMNEs by developing a multilevel model, and integrated the contingency role of distributed
leadership in enhancing the ambidexterity of the acquired subsidiaries. Previous research

suggests thatR practices play an important role in improving organizational performance

Huselid, 199%), but research has also noted that there could be contingency factors that

interact withHR practices, leading to different performance outcomes (Jackson and Sghuler,

1995| Kim and Wright, 2011). We foemson one such potential contingsrfactor,
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distributed leadership, as one of the key moderators that interadtdR/itinactices, leading to
organizational ambidexterity in cross-border M&As. Using the context of the emerging
economies and cross-border M&As involving 84 deals, we found that formélRed
practices have a positive effegtenhancing the organizational ambidexterity of EMNE-
acquired subsidiaries. These findings support those of recent studies indicating that HR

systems that assume the formadfigh-performance work system can be an important

antecedent of ambidexterity (Prieto and Pilar Pérez Santang| 2012, Patel et gl., 2013).

In this article, we proposed and tested the potential contingency role of distributed
leadership in enhancing the ambidexterity of acquired subsidiaries. To date, research on
mergers and acquisitions has not integrated and theorized the plytemtidérating effect of
this important concept on post-acquisition performance, including ambidexterity. Our results
suggest and support the proposed contiagenle of distributed leadership in interacting
with HR practices that make possible the ambidexterity of subsidiaries acoyiddNES.

We found that the effect of HR practices becomes much stronger when we take into account

the moderating role of distributed leadership, indicating the importance of the latter (Bolden,

2011f Thorpe et al., 2011) as a key variable that can explain variations in the ambidexterity of

firms involved in cross-border M&As.

Theoretical Implicationsand Contributions

This article provides important theoretical insights and makes three key contibutions, not
only to the traditional HR literature, but also to the emerging international HR management
literature, especially by examining the five BRICs economies and the ambidexterity of
acquired subsidiaries. Furthermore, we integrated the HR, leadership, and ambidexterity

literatures, responding to the caflor combining different literature streams in order to

understand organizational ambidextefity (Simsek, R009). Although the important role of HR

practices and leadership in organizations has been acknowledged before, most research
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conducted on M&As has not combined the influence of HR practices and of particular
leadership styles on organizational ambidextefitye few studies that have investigated the

role of leadership have focused primarily on traditional leadership styles, such as

transformational and transactional (Nemanich and Keller, [R007, Vasilaki, 2011), a

combination that is quite rare in the context of EMNESs (Sinkovics, Zagelmeyer and

Kusstatscher, 20111, Gunkel et al., 2[015, Rao-Nicholson et al.} 2015). We also lack multilevel

models that include the effect of HR practices on organizational ambidexterity, and describe
how leadership, as a contingency variable, influences such outcomes, especially in the cross-
border context, owing to differences in institutional and cultural factors.

This article expands our understanding of organizational ambidexterity in cross-
border M&As, especially those undertaken in emerging economies, which are becoming
important actors in the global economy, in three waysvéaextenddthe literature on
organizational ambidexterity by testing a multilevel model for understanding the influence of
various (formalized) HRM practices on organizatioal ambidexterity in the context of cross-
border M&As by EMNESs; (pwe investigated the contingenrole of distributed leadership
in interacting with HRM practices, enhancing the ambidexterity of the acquired firms, which
brings this important concept into the mainstream of M&As research; (c) we examined cross-
border M&As undertaken by the five BRICs EMNEs, providing a fine-grained view of the
organizational ambidexterity of their overseas acquired subsidiaries, bearing in mind that
most research to date has been conducted in the context of developed economies.

Managerial | mplications

The article has some important implications for practitioners. First, the findings indicate that
formalized HR practices influence organizational ambidexterity, therefore, managers need to
pay attention to employee training and selection, and establish HR systems conducive to

ambidexterity. Second, the findings highlight the important role of distributed leadership.
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Therefore, firms should carefully select top managers who is going to emphasize shared
leadership rather than confiniitgo the top level. Distributed leadership advances employees
welfare and distributes decision-making proesss the lower levels, enhancing workers'
engagement and productivity, which in turn leads to organizational ambidexterity.

Limitations and Future Resear ch Directions

The present article has some limitations that future research must address. First, we
investigated EMNESs from five large emerging economies; future studies should also include
firms from other emerging economies such as Turkey, the UAE, Iran, and other gmergin
economies in Africa, which are under-represented in the mainstream business and
management research. Second, we used the case survey method, which has potential benefits
as well as weaknesses; future studies could build on these findings and conduct a large-scale
survey or apply mixed methods. Longitudinal studies should also be conducted to explore the
long-term effects of leadership and HR practices on the ambidexterity and performance of
acquired firms. Third Lastly, it would be important to test other potential mediating and
moderating variables, such as cultural distance and knowledge management practices, and

their influence on the ambidexterity of acquired firms.
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Appendix A. Case Survey Coding

Dependent Variable: Organizational ambidexterity

Organizational ambidexterity examines how the acquirer negtlg post-acquisition
integration process. In the context of this work, this variable is related to the organizational
ambidexterity in the host market, and assesses exploration and exploitation of resources in the
situation of the target organizatiofhe information was collected from the case material and
the media. The variable takasalue of one if the acquirer demonstrates organizational
ambidexterity in itstyle, otherwise it takes a zero

Independent Variable: Formalized HR practices

This variable contains three elements that make up the formalized HR practices. The first one
is a dummy variable. If the acquirer establishes, adopts, and maintains formalized HR
practices in the target company during the post-acquisition péria#tesavalue of one,
otherwise it takes a value of zero. Formalized HR practices refer to pgsaadssystems

that are present or adoptatthe target company, including formal rules for HR activities like
hiring, promotion, recruitment, and redundancy. The second variable measures the level of
uncertainty in the host country and whether the HR practices are designed to match this
uncertainty.The variable takes a value of one if we observe such systems in place in the
target organization during the post-acquisition period, otherwise it takes a value of zero.
Finally, we examined whether the HR systems of the target firms are formally linked to
manage the level of long-term orientation of the host country. The average of these three
elements produced the level of formalized HR practices within a target organization.

M oder ating variable: Distributed leadership

This variable measures whether we obsearsstributed leadership approach by the EMNE

in its cross-border M&A. If the EMNE leadership allows the leadership of the target firm to
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collaboratively manage the operations in the host country during the post-acquisition period,

the variable takes a value of one, otherwise a value of zero.

Control variables

Status (four items, each scored on a 6-point scale ranging from low = 0 to high = 5)

e Takeover friendliness. Estimates the takeover friendliness between the target and the
acquirer andgobtained from press releases.

e Power differential between the target and the acquirer. Estimates the power imbalance
between the target and the acquirer. Relates to the perceived power of the target,
compared with the power of the acquirer, as derived from discussions in the media.

e Relative firm size. Estimates the relative firm size, measured as number of employees,
obtained from the annual reports of the firms in the year preceding the acquisition.

e Relative firm performance. Estimates relative firm performance, measured as net income,
obtained from the annual reports of the acquirer and target firms in the year preceding the
acquisition.

Cultural similarity (two items, each scored on a 6-point scale ranging from low = 0 to high =

5)

e Shared meaning of the management and business process. If both countries had similar
business environments, the companies are likely to experience synergies from cultural
commonness. Estimates the degree of shared meaning between the firms.

e Management style similarity. Estimates the degree of management style similarity
between the two companies involved in the acquisition process. The management style is
assessed in relations to degrees (low vs. high) of formality, employee involvement, and
any other factors underscored by the case author.

Developed market (Developed market = 1 if an OECD country, otherwise 0).

Identifies the nationality of the target firm and whether ortnistan OECD country
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