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Summary In this study, we examine how the effects of mergers and acquisitions on orga-
nizational performance are moderated by human resource management (HRM) centrality.
We differentiate three types of ownership change: mergers, bidder, and target acquisi-
tions. The study is anchored on the literatures addressing strategic human resource man-
agement and strategic contingencies of intra-organizational power. In an analysis of the
data from the 2005 Cranet survey, results showed that (i) formalization attenuated a posi-
tive impact of bidder acquisitions and aggravated a negative impact of mergers on perfor-
mance, but (ii) HRM strategic involvement and centralization of HRM practices boosted a
positive impact of bidder acquisitions on performance. The study offers new insights
about the role of HRM centrality, and suggests that mergers and acquisitions should be
studied as differentiated ownership change processes.
ª 2013 Elsevier Ltd. All rights reserved.
1. Introduction

Mergers and acquisitions (M&A) are popular forms of organi-
zational change. Despite their popularity, however, they ap-
pear to yield mixed results (Agrawal & Jaffe, 2003;
Cartwright & Schoenberg, 2006; King, Dalton, Daily, & Cov-
in, 2004). This has been attributed to a variety of factors,
including culture gaps and clashes, and incompatibility be-
tween, and loss of, key people (Bianco, 2000; Fairlamb,
John, & Thornton, 2000). Executives who have been through
processes of ownership change now recognize that the man-
agement of the human side is the real key to maximizing the
value of a deal (Gunther, 2001; Kay & Shelton, 2000) and ex-
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pect a proactive management of the human integration pro-
cess to lead to a situation where both organizations win
(Cartwright & Cooper, 1996).

Although it is believed that HRM can contribute to the
success of M&A, there is a surprising lack of evidence to cor-
roborate this view. In this study, we examine how HRM cen-
trality affects the relation between ownership change and
performance. HRM centrality corresponds to the status of
HRM as a function in the organization, i.e., a combination
of the perceived power of the HR department as an agent
of integration, through the existence of formal strategies
and the strategic involvement of HRM in the change process,
as well as the centralized responsibility for HR practices.

The components of our analysis are ownership change
(bidder acquisition, target acquisition and merger), HRM
centrality, and organizational performance. With this work,
.
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we contribute to the field of HRM by examining the role of
HRM centrality in moderating the relation between mergers
or acquisitions and organizational performance, and by
exploring how the moderating effect itself depends on the
type of ownership change involved.

The paper is structured as follows: we first discuss the lit-
erature on the relationships between HRM, mergers and
acquisitions and organizational performance. We then pres-
ent the research model and our hypotheses. Subsequently,
we describe the research method, and present the statisti-
cal analyses and results. We conclude by discussing the find-
ings and their implications.

2. Theoretical background and hypotheses

Two core principles in the SHRM literature are: the impor-
tance given to the integration of HRM into the business
and corporate strategy, and the devolvement of HRM to line
managers instead of personnel specialists. Integration was
defined as ‘‘the degree to which HRM issues are considered
as part of the formulation of the business strategy’’ and
devolvement as ‘‘the degree to which HRM practices involve
and give responsibility to line managers rather than person-
nel specialists’’ (Brewster & Larsen, 1992, p. 411–412).
SHRM literature has additionally emphasized the importance
of HR strategy implementation and execution, which has
been accompanied by a growing interest in relating HRM
activities to competitive performance (see Lengnick-Hall,
Lengnick-Hall, Andrade, & Drake, 2009, for an extensive re-
view of the evolution of SHRM).

When companies merge or acquire/are acquired by,
other companies, corporate strategy is the main driver of
decision making, either to achieve economies of scale, to
expand their market and internationalize, to spread their
risk, to respond to radical changes in the industry and to im-
prove efficiency and flexibility (Kumar, 2009; Schuler &
Jackson, 2001).

However, the literature on the impact of M&As on orga-
nizational performance provides mixed results. Research in
the finance area has focused on the creation of wealth to
companies involved in M&As. Meta-analytical studies (Dat-
ta, Narayanan, & Pinches, 1992; King et al., 2004) show
that positive results are obtained for target acquisition
companies, and not for merging and bidder acquisition
companies, but all lose when the mode of payment in-
volves stock financed transactions, instead of cash. These
are, however, short-term stock-market events studies,
and when accounting measures were used (King et al.,
2004) no significant or positive results were found. These
findings notwithstanding, the level of mergers and acquisi-
tions has not decreased, which suggests that these studies
have not been ‘‘looking at �the right� set of variables as
predictors of post-acquisition performance’’ (King et al.,
2004, p. 197).

In the management literature, research has shown that
M&As� impact on organizational performance fails to live
up to expectations, for reasons associated with HRM and
employment issues being poorly handled (Buono & Bow-
ditch, 1989; Cartwright & Cooper, 1996; DeNisi & Shin,
2004; Reeves & Edwards, 2009; Stahl, Mendenhall, & Weber,
2005; Weber & Drori, 2008).
2.1. The moderating role of human resource
management centrality

Effects of M&As on both employees and managers, on corpo-
rate culture integration and on systems alignment suggest
the integration of human resource management policies
and practices as a potential contributor to company post-
acquisition performance.

Although the link between HRM and organizational per-
formance has been demonstrated by the SHRM literature,
Guest (2011) argues that studies to date do not reveal
how this association works, or even the direction of the
relationship, which suggests focusing on some process is-
sues, such as HRM legitimacy, consistency and relative
power that may create strong HRM systems (Bowen & Ostr-
off, 2004).

M&As are major organizational life events that generate
great internal turbulence and causal ambiguity (Cording,
Christmann, & King, 2008; Lakshman, 2011). This causal
ambiguity is present not only at the interfirm level, due to
cultural differences that may hinder knowledge transfer in
the post-acquisition stage, but also at the intrafirm level,
particularly among middle managers who are the major
strategy implementers (Lakshman, 2011), and lower level
employees, who fear for their career development and, ulti-
mately, for the continuation of their employment. It is only
natural that successful human integration in processes of
ownership change will require HRM to play a more central
and strategic role in their organizations (Björkman & Söder-
berg, 2003), namely in establishing systems to promote trust
among organizational actors in the merging firms and to cre-
ate an organizational architecture of human resource prac-
tices that ensure motivation to cultural integration, in
terms of rewards, performance management, skills devel-
opment, staffing, industrial relations and workforce
reduction.

The HRM function should be strategically involved in the
early stages of the integration process (Lakshman, 2011) in
order to capture the complementary capabilities of the
companies and therefore create the conditions for the
aimed synergies to be accomplished.

Besides, and based on the SHRM literature, HRM must be
strategically coordinated in order to play its positive role
(Combs, Yongmei, Hall, & Ketchen, 2006; Delery, 1998;
MacDuffie, 1995) and emphasis needs to be placed on the
implementation process, so that firms create strong HRM
Systems (Bowen & Ostroff, 2004). This, in turn, requires
that corporate and HRM strategies should be formalized,
which can increase the ability to cope with uncertainty.

Additionally, according to Danya, Guedrib, and Hatta
(2008), performance is better when influence over HRM is-
sues is shared by HRM specialists and line managers (LMs),
except when there are major organizational changes, in
which case the HRM specialists� role should predominate in
order to overcome the potential lack of interest, time and
competences of LMs in HRM issues, themselves overloaded
by the extra responsibilities demanded by the change pro-
cess. The primary responsibility for various HRM areas
should then be centralized with HRM specialists, who should
be involved in the design and implementation of HRM poli-
cies and practices from the outset.



Impact of M&As on organizational performance: The moderating role of HRM centrality 325
The three conditions above mean that HRM should have
an increased intraorganizational power by assuming a cen-
tral, strategically integrated role in cases of M&As (Hickson,
Hinings, Lee, Schneck, & Pennings, 1971; Hinings, Hickson,
Pennings, & Schneck, 1974). HR centrality has traditionally
been used in the literature (Becker & Gerhart, 1996; Nikand-
rou & Papalexandris, 2007; Tregaskis, 1997) as composed by
the concepts of HR involvement in corporate strategy and
the existence of HR strategy, to which we added the cen-
tralization of HR practices. In case of major organizational
changes in order to promote cultural integration and strong
HRM systems the centralization of HR practices by the HRM
department is required. Hence, we consider HRM centrality
to be a tridimensional construct comprising: the involve-
ment of HRM in the strategic decisions from the outset (stra-
tegic involvement), formalized corporate and HR strategies
(formalization), and centralization of HR practices in the
HRM department (HRM practices centralization), in order
to create strategically consistent support to the integration
process of the merging or acquisition partners.

The integration process, however, may take different
paths, in terms of the desired cultural end-state (Marks &Mir-
vis, 2011; Weber & Tarba, 2010). We distinguish three types
of ownership change: bidder acquisition, i.e., buying another
organization, target acquisition, i.e., being bought by an-
other organization, and merger, i.e., fusing two organiza-
tions (Schuler & Jackson, 2001). According to Marks and
Mirvis (2001, 2011) the level of change differs according to
the degree of integration expected for the combining organi-
zations: (i) preservation, in which the acquired company re-
tains most of its autonomy, (ii) absorption, when the
acquired company adjusts to the acquirer�s way of doing busi-
ness and tends to cultural assimilation, (iii) reverse merger,
i.e., the acquired company culturally absorbs the acquiring
company, (iv) best of both, sometimes called a �merger of
equals�, in which a partial or full integration of best practices
from both sides is to be achieved and (v) transformation,
when both companies look for a deep break with their past
practices and culture to create a different organization.

HRM centrality can be expected to differ according to
the type of pursued integration strategy. We may expect
that in mergers, either �best of both� or �transformation�
types of integration will be more common, because two
companies are fusing, and maintaining balance in HRM is-
sues such as layoffs or work practices is important in the
integration stage, to cope with culture differences and de-
velop a new identity (Drori, Wrzesniewski, & Ellis, 2011).

In acquisitions, on the other hand, the �absorption� strat-
egy may be expected to predominate, the bidder companies
imposing their working methods to the target acquisition
companies.

We expect that HRM centrality will moderate the rela-
tionship between the processes of ownership change and
organizational performance, by creating mechanisms to re-
duce the ambiguity that surrounds ownership change for the
employees and managerial staff and therefore enhancing
motivation to successfully integrate the two organizations.
However, the moderating effect of the three facets of
HRM Centrality – formalization, HRM strategic involvement
and centralization of HRM practices in the HRM department
– will be different, according to type of ownership change.
Our first hypothesis concerns the level of strategic
involvement of HRM. As mentioned above, early involve-
ment is needed to identify and maximize complementary
capabilities and their interdependencies (Lakshman,
2011). We expect early HRM strategic involvement to im-
prove the impact of ownership change on performance.

H1. HRM strategic involvement in the M&A decision making
moderates the impact of M&As on organizational
performance:

H1.a) In the case of merging companies, HRM strategic
involvement will positively moderate the impact of the
merger process on organizational performance;
H1.b) In the case of bidder acquisition companies, HRM
strategic involvement will positively moderate the
impact of the acquisition process on organizational
performance;
H1.c) In the case of target acquisition companies, HRM
strategic involvement will positively moderate the
impact of the acquisition process on organizational
performance.

Our second hypothesis concerns level of formalization.
In the case of mergers, given that both companies will
need to integrate practices, while respecting the cultural
differences between them (Drori, Wrzesniewski, & Ellis,
2011), formalization may negatively moderate the rela-
tionship between ownership change and performance,
whereas in the case of acquisitions, we expect that formal-
ization will enhance the impact of change on performance.
Hence:

H2. Formalization moderates the impact of M&As on
organizational performance:

H2.a) In the case of merging companies, formalization
will negatively moderate the impact of the merger pro-
cess on organizational performance.
H2.b) In the case of bidder acquisition companies, for-
malization will positively moderate the impact of the
acquisition process on organizational performance.
H2.c) In the case of target acquisition companies, for-
malization will positively moderate the impact of the
acquisition process on organizational performance.

Our third hypothesis relates to the degree to which HRM
practices are centralized at the HRM Department, instead
of being devolved to line managers. As pointed out, influence
over HRM issues is expected to be shared by the HRM depart-
ment and linemanagers, except in cases ofmajor change (Da-
nya et al., 2008). We therefore consider that centralizing
HRM practices in the HRM department, instead of devolving
them to line managers, will have a positive moderating im-
pact in all types of ownership change.

H3. HRM practices centralization in the HRM Department
moderates the impact of M&As on organizational
performance:
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H3.a) In the case of merging companies, HRM practices
centralization in the HRM Department will positively
moderate the impact of the merger process on organiza-
tional performance.
H3.b) In the case of bidder acquisition companies, HRM
practices centralization in the HRM Department will pos-
itively moderate the impact of the acquisition process on
organizational performance.
H3.c) In the case of target acquisition companies, HRM
practices centralization in the HRM Department will pos-
itively moderate the impact of the acquisition process on
organizational performance.
3. Research model

Most studies that examined the role of HRM in M&As have
used case studies or domestic surveys (e.g., Antila, 2006;
Björkman & Söderberg, 2003; Clement & Greenspan, 2000;
Drori et al., 2011), treated mergers and acquisitions indis-
criminately and used few indicators of organizational per-
formance (for exceptions, see Danya et al., 2008;
Nikandrou & Papalexandris, 2007). We overcome those lim-
itations with our research model, presented in Fig. 1. The
different types of ownership change processes are consid-
ered in the analyses of a large sample of companies.

4. Methodology

4.1. Survey and sample

This study draws on the 2005 Cranet survey containing data
on HR policies and practices in private and public sector
organizations in 32 countries, mostly European. The survey
asks the most senior HRM professional (self-assessment) a
Ownership change
Merger
Bidder acquisition
Target acquisition

HRM Centrality
HRM strategic involvement
Formalization
Centralization of HRM practices

Figure 1 Concept
range of questions on company policies and practices in hu-
man resource management, covering the personnel func-
tion, staffing, employee development, compensation and
benefits, employee�s relations and communication, and
organizational details (Brewster, Mayrhofer, & Morley,
2004). The sample comprises a total of 6768 usable ques-
tionnaires, gathered over a period of 18 months, from late
2003 to mid-2005. Tables 1 and 2 present a description of
the sample. Table 1 presents the distribution of the sample
by their reported histories of change and Table 2 provides
the distribution of the companies that experienced change
by industrial sector.

4.2. Measures

Ownership change was composed of three binary variables
relating to mergers, bidder acquisitions, and target acquisi-
tions, and indicating whether an organization had gone
through a particular change (1) or not (0), in the last
3 years.

HRM centrality was composed of three interrelated, but
distinct, variables: (1) HRM strategic involvement, (2) For-
malization, and (3) Centralization of HRM practices. In
terms of HRM strategic involvement, we distinguished four
levels: HRM strategic involvement from the outset (3),
HRM strategic involvement through consultation (2), HRM
strategic involvement on implementation (1), and HRM
not consulted (0). Concerning formalization, we distin-
guished written formalization, unwritten formalization,
and no formalization in two areas – business strategy and
personnel/HRM strategy. The coding was done as shown in
Table 3.

Finally, the centralization of HRM practices in the HRM
Department includes five areas: pay and benefits, recruitment
and selection, training and development, industrial relations,
and workforce expansion/reduction. We considered whether
Organizational Performance
•Gross revenue
•Service quality
•Level of productivity
•Profitability
•Rate of innovation

Control variables
•Industry Sector
•Market attractiveness
•Company size

ual framework.



Table 1 Distribution of sample by reported histories of change (percentages).

Mergers (M) Bidder acquisitions (BA) Target acquisitions (TA) M + BA M + TA BA + TA M + BA + TA No change

176
(5.56)

875
(27.62)

235
(7.42)

146
(4.61)

37
(1.17)

96
(3.03)

56
(1.77)

5147
(48.83)

Note: Some companies have experienced more than one type of change, represented in the table by the + sign.

Table 2 Distribution of companies experiencing mergers,
bidder acquisitions, or target acquisitions, by industrial
sector.

Industrial
sector

Bidder
acquisition (%)

Target
acquisition (%)

Merger (%)

Primary 2.3 1.1 2.8
Secondary 47.6 57.3 37.9
Tertiary 50.1 41.7 59.3

Table 3 Coding of formalization.

Personnel/HRM strategy/

No Unwritten Written

Business strategy No 1 2 4
Unwritten 2 3 5
Written 4 5 6
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the HRMDepartment - HRMD (1) or Line Managers – LM (0) are
ultimately responsible for a given area, and a responsibility
score was obtained by summing across the five areas.

Organizational performance is a single measure that
includes two variables. First, gross revenue over the last
3 years, coded 5 (well in excess of costs), 4 (sufficient
to make a small profit), 3 (enough to break even), 3
(insufficient to cover costs), and 1 (so low as to produce
large losses). Second, rated performance on four criteria:
Service quality performance, level of productivity, profit-
ability, and rate of innovation. The ratings were given on
a three-point benchmarking scale, and coded 3 (in the top
10%), 2 (in the upper half), and 1 (in the lower half). A
performance score was obtained by summing across the
four criteria. In studies based on international surveys
within a number of different countries, objective mea-
sures of organizational performance may be impossible
to compare, given potential bias by differences in cultural
orientations and fiscal regimes (Lahteenmaki & Vanhala,
1998; Martell & Carroll, 1995). In addition, significant cor-
relations between subjective and objective organizational
performance measures were demonstrated by Pearce,
Robbins, and Robinson (1987), which supports the validity
of subjective performance measures as substitutes for
objective measures.

In order to condense these two variables with different
measurement units (gross revenue, along a scale from 1 to
5, and rated performance on four criteria, along a scale
from 4 to 12) into one common scale, we conducted a prin-
cipal component analysis, and obtained a single component
of organizational performance. This is a common practice in
research involving different variables measuring the same
underlying dimension, and also in research on human re-
source management and organizational performance (e.g.,
Khan, 2010). In our analysis, the common factor accounted
for 69% of the variance (the minimum to be extracted) in
the two variables, with an eigenvalue of 1.38 for a maximum
of 2 (thus passing the Guttman-Kaiser rule).

4.3. Control variables

Structural characteristics of industry sectors determine cor-
porate strategies, which in turn lead to industry-specific
performance differences, becoming a driver of performance
variations (Porter, 1980). For these reasons, we control for
industry sector (primary, secondary, and tertiary), in our
analysis.

We also controlled for market attractiveness (growing,
steady, or declining), which may affect organizational per-
formance not only by forcing managers to spend more time
‘‘in the environmental threat and opportunity analysis
phase of strategic planning’’ (Milliken, 1987:140), but also
due to higher environmental munificence (Pfeffer & Sala-
ncik, 1978). Finally, we controlled for company size,
through number of people employed by the organization,
since larger firms are expected to be more efficient than
smaller ones (Hall & Weiss, 1967).

Industry sector was decomposed into two orthogonal
contrasts: primary versus secondary and tertiary, and sec-
ondary versus tertiary. Market attractiveness was coded 1
(growing), 0 (steady), and �1 (declining). Number of people
employed ranged from 2 to 310,000, and exhibited a highly
skewed distribution. We therefore coded numbers smaller
than or equal to the 10th percentile 10, numbers larger than
the 10th percentile and smaller than or equal to the 20th
percentile as 20, and so on.

5. Results

A total of 3168 cases had values in all variables included
in our model, and analyses will be performed with these
cases only. The three variables comprising ownership
change and the three variables comprising HRM centrality
were mean centered to reduce multicollinearity between
the independent variables in the regression including
interaction terms.

The means, standard deviations, and inter-correlations
of the variables are given in Table 4. Orthogonal contrasts,
mean centered variables, and standardized variables, i.e.,
most of the variables in our analysis, have a mean of zero.

We conducted two separate multiple regression analyses
with organizational performance as dependent variable,
one excluding the interaction terms between organizational
change and HRM, and the other including the interaction
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terms (to examine whether the effect of organizational
change on organizational performance was moderated by
HRM centrality, as predicted by hypotheses H1, H2 and
H3). We conducted ordinary least-squares multiple linear
regression analyses on a continuous dependent variable,
and using as predictors either continuous variables or vari-
ables decomposed into orthogonal contrasts. An advantage
of multiple regression analysis is precisely that continuous
and categorical variables (properly codified) can be com-
bined in the same analysis. A possible disadvantage is that
the relation between the continuous predictors and the
dependent variable may be nonlinear. We therefore in-
spected a plot of and the predicted values of organizational
performance against standardized residuals (upon predic-
tion), and found a homogeneous, if slightly tilted, cloud of
data points, meaning that the linear assumption was not a
problem.

Starting with the analysis of main effects, reported in
Table 5, we first look at the impact of ownership change
type on organizational performance. Results point to a
statistically significant increase in organizational perfor-
mance in the case of bidder acquisitions and a statisti-
cally significant decrease in the case of target
acquisitions, whereas in merging companies this effect
was not significant.

Our research hypotheses predict moderation effects of
HRM centrality on organizational performance, in each of
the three types of ownership change. Results for the inter-
action effects are presented in Table 6.

Our first hypothesis proposed the moderation of HRM
strategic involvement on performance. Results demonstrate
that the positive effect of bidder acquisitions on perfor-
mance was accentuated by HRM strategic involvement,
but this effect was not confirmed in the cases of target
acquisitions and mergers. Hypothesis 1.b) is confirmed,
but not H1.a) and H1.c).

For H2, concerning the moderation effect of formaliza-
tion, our results partially confirm the moderating effects.
In fact, as predicted, formalization accentuated the nega-
tive effect of mergers on performance, but contrary to
our hypothesis, it also attenuated the positive effect of bid-
der acquisitions on performance; it tended however to im-
prove the negative effect of target acquisition on
performance, although not reaching statistical significance.
Hypothesis 1.a) is confirmed by the results, but H1.b) and
H1.c) are not.

In the third hypothesis, we argue that centralization of
HRM practices in the HR department will positively mod-
erate impact of any type of ownership change on perfor-
mance. Our results show that this centralization
accentuates the positive impact of bidder acquisitions
on performance, but has no significant effect in the case
of target acquisitions and mergers, although the sign is
consistent with our predictions. In the likeness of the pre-
vious hypotheses, this hypothesis is only partially
confirmed.

As to the control variables, performance increased with
company size and market attractiveness. This was in fact
the largest effect found. Finally, the results with the
orthogonal contrasts for industry sectors show that perfor-
mance was worse in the tertiary sector than in the second-
ary sector.



Table 5 Regression analysis (main effects) with organiza-
tional performance as dependent variable.a

Main effects

Beta t(3157)P

Tertiary versus secondary sector �0.03�1.89 .06
Primary versus secondary and tertiary sector 0.02 0.98 .33
Market attractiveness 0.23 13.09 .00
Number of people employed 0.07 3.82 .00
Bidder acquisitions 0.06 3.49 .00
Mergers �0.02�1.22 .22
Target acquisitions �0.06�3.29 .00
HRM strategic involvement �0.00�0.06 .95
Formalization 0.03 1.87 .06
Centralization of HRM practices �0.06�3.53 .00
a R2(main effects model) = .07, F(10,3157) = 24.32, p = .00.

Table 6 Regression analysis (interaction effects) with
organizational performance as dependent variablea.

Interaction effects

Beta t(3157) P

Bidder acquisitions
HRM strategic involvement 0.05 2.56 .01
Formalization �0.05 �2.50 .01
Centralization of HRM practices 0.04 2.26 .02

Mergers
HRM strategic involvement �0.01 �0.70 .48
Formalization �0.05 �2.69 .01
Centralization of HRM practices 0.02 1.28 .20

Target acquisitions
HRM strategic involvement 0.01 0.57 .57
Formalization 0.03 1.43 .15
Centralization of HRM practices 0.00 0.04 .97
a Incremental R2 (interaction effects model) = .01,

F(9,3148) = 3.24, p = .00.
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6. Discussion

The aim of this paper was to examine whether HRM central-
ity moderated the relationship between ownership change
and organizational performance. Based on the SHRM and re-
source based view literatures, we expected that an increase
in the intraorganizational power of the HRM function would
boost the impact of ownership change on organizational
performance, because it would help reduce ambiguity and
turbulence in the human side of the involved companies
and therefore enhance motivation of managers and employ-
ees in general towards the integration. In doing so, we dis-
tinguished three different types of ownership change, and
included a greater range of indicators of organizational per-
formance than have earlier studies. Also, we decomposed
HRM centrality into strategic involvement, formalization
and centralization of the responsibility for specific HRM
areas in the HRM department, unlike most studies reported
in the literature.

Taking the main effects into consideration, bidder acqui-
sitions generally improved organizational performance,
whereas negative results were obtained for mergers and tar-
get acquisitions, which contradict the findings of previous
studies that take a financial analysis approach, based on
performance in the capital markets following ownership
change (Datta et al., 1992; King et al., 2004). Since our data
inquired about effects and outcomes on a medium term
horizon, we may argue that these results encompass the
consequences for organizational actors to adjust to the pol-
icies and practices of the acquiring and merging companies,
frequently suffering culture clashes, downsizing and dimin-
ished career opportunities, as argued by Cartwright and
Schoenberg (2006) or Larsson and Finkelstein (1999). How-
ever, the robustness of these isolated results must be estab-
lished by future research.

Looking at the interaction effects, generally our findings
suggest that HRM centrality moderates the relationship be-
tween ownership change and organizational performance.
However, whether a greater HRM centrality was good or
bad for organizational performance depended on the type
of ownership change.

We predicted that formalization would boost the effect
of acquisitions on organizational performance, which was
refuted by the data in the case of bidder acquisitions and
not significant although positive for target acquisitions.
One possible explanation is to admit that the role of formal-
ization in the integration process changes over time. In
other words, in the early post-acquisition period, the inte-
gration process will be led by the bidder companies, which
requires flexibility to adjust their practices to an increased
and possibly more diversified workforce. Formalization in
the target companies, on the other hand, may clarify HRM
policies and practices, and facilitate the integration with
the acquirer. However, at later stages of the integration
process, as HRM policies are stabilizing around the bidder
companies� practices, the moderating impact of formaliza-
tion may be reversed. This argument would imply a curvilin-
ear relationship over time which the used data did not allow
us to test, and suggests a future analysis using a longitudinal
design. On the other hand, in accordance to our predictions,
formalization has a significant negative moderating impact
on performance, in the case of mergers, where both part-
ners share power and decision making; very formalized/ri-
gid procedures and policies may jeopardize HRM
integration and these very sensitive �people decisions�
(namely downsizing) should be shared in a diplomatic fash-
ion and not through rigid procedures.

As expected, HRM strategic involvement was found to
have a positive moderating effect on performance for bidder
companies. However, the positive moderation in the merger
and target acquisition cases were not revealed to be signifi-
cant. We expect a more detailed analysis in further studies
may unveil some of the plausible reasons for these results.

Finally, centralization of HRM practices in the HRM
department was expected to positively moderate the effect
change of ownership on performance, because HRM prac-
tices must be very cautious, in order to achieve synergies;
for example, the HRM manager may need to negotiate the
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terms and conditions of layoffs and compensation (Antilla,
2006; Delaney & Huselid, 1996), as well as nourish a percep-
tion of labor opportunities and security, raise expectations,
support change and increase individual effort.

In addition, giving too much HRM responsibilities to line
managers, in the midst of an ownership change process, can
challenge their capacity to take on new roles parallel to their
current workload, as Danya et al. (2008), Kirkpatrick, Davies,
and Oliver (1992), McGovern, Gratton, Hope-Hailey, Stiles,
and Truss (1997) argue. Our results partially confirm this pre-
diction. In all types of ownership change, the sign of themod-
eration effect was positive, but it was not significant in the
case of mergers and target acquisitions.

7. Limitations

Interpretation of the results must take the limitations of our
study into account. First, we used survey data with single
respondents, providing no estimate of themagnitude of error
due to rater sampling (Gerhart, Wright, & McMahan, 2000).
Our results derive from questionnaires that were completed
by the senior HRM manager, dated some years ago, in each
company and did not include the employees� perspectives.
Some of the conclusions may be biased, particularly in what
concerns our concept of HRM Centrality. Future research
should incorporate a multilevel analysis, to reduce the im-
pact of any bias from a specific category. We emphasize,
however, some of the practical difficulties in doing so, con-
sidering that, during processes of mergers and acquisitions,
all human factor issues are politically sensitive and compa-
nies may be reluctant to participate (Cunha, 1997).

Second, because the data are cross-sectional, there may
be issues in the determination of causality. Longitudinal
studies could help to determine the robustness of our re-
sults, and clarify some results that remained inconclusive.

Relatedly, and in addition to the problem of the direction
of causality, any causal analysis on field data must be re-
garded as tentative because of the potential omission of
contaminating variables, which are variables that impact
not only on the dependent variable, but also on one or more
independent variables in the analysis (e.g., reflation or
other macroeconomic indices). Contaminating variables
create spurious correlations between cause and effect,
and, if these variables are not controlled, these correlations
are reflected in the estimated ‘‘effects’’ of the indepen-
dent variables on the dependent variable.

For instance, one reviewer suggested that HRM centrality
and organizational performance might be endogenous. We
therefore looked for an instrumental variable, affecting
centrality but not organizational performance in the CRA-
NET data base, and we decided on ‘‘hierarchization,’’
meaning whether managers, professional/technical work-
ers, clerical workers, or manual workers are formally
briefed about business strategy. The more categories are in-
volved, or the lower the categories involved, the lower the
hierarchization. We hypothesized that this variable would
have an impact on HRM centrality, because, the less hierar-
chized the strategy decision, the more HRM strategic
involvement and formalization. We instrumentalized HRM
centrality, and we found no implications for the substantive
conclusions drawn in this paper: the strengths of the
effects, and their reliability, were almost unaffected. This
analysis is obviously incomplete, but it is one illustration
in which endogeneity was not confirmed.

A third limitation is that we did not use any �accounting/
financial� performance indicator, but rather a single measure
of performance that incorporated intermediate perceived
indicators of performance. This is a reasonable practice, con-
sidering the Cranet data include a large number of companies
in several countries, which make it impossible to compare
financial indicators from companies in different sectors and
across national boundaries, i.e., with different baseline val-
ues and varying applicable fiscal and tax policies. However,
future studies,with a smaller number of companies,may cap-
ture more precise measures of firm performance.

Finally, there may be a statistical reason why bidder
acquisitions showed such pervasive effects while mergers
and target acquisitions did not. In the Cranet data we ob-
served a moderate rate of bidder acquisitions, but low rates
of mergers and target acquisitions (see Table 1). It may well
be that the effects of mergers and target acquisitions could
not be estimated as reliably as the effects of bidder acqui-
sitions. Thus, conclusions about the differential impact of
acquisitions and mergers should be drawn with caution.

8. Managing M&As – implications for practice

The findings in our study suggest that the contribution of
HRM to the management of the integration process in
M&As involves a greater HRM Centrality, albeit with some
subtle differences depending on the type of ownership
change.

In the case of bidder acquisitions, our results suggest
that HRM strategic involvement and a shift of responsibility
from line managers to HRM managers boost organizational
performance. When one company acquires another one,
and therefore is expected to integrate the acquired one into
its policies, strategy, and culture, the human resources
function has an important role as change agent, to promote
and reinforce organizational transformation. Yet, looking at
the target acquisition companies, it is natural that the tur-
bulence and instability associated with the ambiguity of
what is about to come, be minimized by HRM managers,
through formalized HR strategies, acting as much as possi-
ble as internal consultants to top management teams.

Mergers, on the other hand, have a more delicate nego-
tiation process in all issues affecting employees. Flexibility
is needed to adjust to different situations as the integration
process evolves. Our results suggest that low strategic
involvement of HRM and low formalization are positive.
On the other hand, centralizing HRM practices is important
to promote cultural integration and to develop new skills,
aligned with the strategic intent of the new emerging
organization.

9. Conclusion

In sum, two main conclusions can be drawn from this study.
First, HRM centrality moderates the relationship between
ownership change and organizational performance, with dif-
ferent effects depending on type of change. Future research
should systematically analyze these effects.
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Second, mergers and acquisitions should be considered
as different change processes, mergers demanding flexibil-
ity and low formalization of HRM practices to produce bet-
ter organizational results. This line of inquiry may help to
better understand the puzzle of why M&As sometimes suc-
ceed and other times fail.
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