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ABSTRACT: Over the last few decades mergers and the acquisitions, both the international and the
national ones, have become strategic instruments of growth and development of enterprises. A
sensible aspect regarding the merger or the acquisition operations is that of integrating the entities
had in view. Because it is considered that the high rate of the failure of the operations is due to
unsuccessful integration of the entities, we have decided to identify the challenges occurring in this
phase and the factors influencing mostly the integration process. Our research tackles aspects
regarding the challenges resulting from a merger or acquisition operation, within the integration
phase of the entities involved. Thus, we analysed the importance of the human and cultural factors
and the challenges resulting from this integration process, for we consider that these factors have a
strong impact on the post-acquisition performance and they can ensure the success of the
integration. We found that the acquiring firms are affected by changes during the integration
process, by retaining the important resources, the transfer of resources from or to the acquired
firms and by eliminating the redundant resources. Yet, in the integration phase, the problems may
occur due to human factors, cultural incompatibility and an inappropriate management of the
integration process.
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Introduction

Over the last few decades, due to the intensification of competition, of the new financial
possibilities and the changes in the regulating process in all the countries, the mergers and the
acquisitions, both the international and the national ones, have become strategic instruments
favouring the increase of the product portfolios, the penetration of new markets of the purchase of
new technologies. The decision to apply the merger or acquisition operation often represent one of
the most important actions subordinated to the strategy of an enterprise, having immediate financial
implications yet, important consequences on long term (in terms of development and survival).

A sensible aspect regarding the merger or the acquisition operations is that of integrating the
entities had in view. Thus, many researchers consider that integration is the most important phase of
the merger or acquisition process. Hence the idea that the failure of a merger or acquisition
operation is mainly due to the unsuccessful integration of the entities. Considering that the high rate
of the failure of the operations is due to integration, we have decided to identify the challenges
occurring in this phase and the factors influencing mostly the integration process. Thus, after a short
description of the research methodology used in this paper, we presented the main research studies
in the literature on the post-acquisition or post-merger integration. Also, we presented different
integration policies and then the stakes of the post-acquisition management. We analysed the
importance of the human and cultural factors in the integration process and the way in which a firm
can manage these factors so that they ensure the success of the integration. In the end we presented
a few conclusions of the research.
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Research Methodology

The study of literature in the field provides the theoretical base regarding the post-merger or
post-acquisition integration. Considering that the field of mergers and acquisitions is extremely
extensive, we selected the relevant papers on the post-acquisition or post-merger integration, in
other words, a total number of 41 scientific papers and books, covering the period 1986-2009. Our
research tackles aspects regarding the challenges resulting from a merger or acquisition operation,
within the integration phase of the entities involved. Thus, the first part of the research presents
conceptual delineations regarding the post-merger or post-acquisition integration and it further
presents different integration policies which can be adopted after the on-coming operation. The
following discussions refer to the stakes of the post-merger or post-acquisition management. Thus,
we analysed the importance of the human and cultural factors and the challenges resulting from this
integration process, for we consider that these external factors can have a stronger impact on the
post-acquisition performance than the external strategic factors. The post-acquisition integration
represents a critical phase of the operation and it has a major influence on the of the new group’s
performance.

A short review of the literature on post-acquisition integration and the different
integration policies

The terms ,,post-acquisition” or ”post-merger” mainly refer to the art of combining, not only
on the paper, but also in reality, two or more companies after these have come under common
ownership. The integration refers to the combination of several elements, such as the accounting
systems, the assets, the production lines, the information technologies or the cultures. Not all these
elements are integrated or perhaps it is not necessary for the organization to work properly.

The most sensible phase of the entire merger or acquisition process is that of integrating the
acquired merged enterprise for this is the moment when all the previous efforts and all the previous
precautions can be definitely ruined (Delecourt and Fine, 2008). The challenges of the integration
follow from different cultural values and behaviour norms of the players involved in this process
and the difference between the two enterprises (Abhijit and Hajro, 2009).

The integration consists in the coordination and control of the entities making the group and
the management of the conflicts in terms of objectives in order to get the expected results on the
whole. Yet, it is a difficult task for it requires the reunion of the entities which used to be
independent until that moment. This phase is strongly related to generating synergies which require
a combination determining changes difficult to handle: the relocation of a part of production, the
development of a common informational system, staff movements, redundancies, the coordination
of commercial policies etc.

The post-acquisition integration is the interactive and gradual process of strategic and
administrative combination of the acquiring enterprise and the acquired enterprise (Shanley and
Correa, 1992), where the individuals of the two organizations learn to work together and cooperate
in order to transfer strategic competencies (Haspeslagh and Jemison, 1991). The acquisition process
is multidimensional, including the integration of the financial, informational, human resources,
acquisition, production, marketing and distribution systems and the planning system, the public
relations policies or the corporate cultures (Sherman and Hart, 2006). During the integration process
the managers have to call up each department to act together within the new entity formed post-
merger or post-acquisition. The integration represents the engine for organizational change and
development afferent to firms’ growth through acquisitions and it plays a major role in the
corporate renewal strategy. The process changes the organizational structures, the systems, the
functional cultures and activities at the level of the entire corporation strategy (Pablo, 1994). This
process requires the post-acquisition reconfiguration (Karim and Mitchell, 2000), the common use
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(Capron et al, 1998) and the elimination (Capron et al, 2001) of certain tangible and intangible
resources of the target company.

The integration may target all the dimensions of the organizations among which the on-
coming takes place: the activities of different departments, physical activities, structure, culture and
management. Having common history and experiences, the members of an organization have the
tendency to develop a culture translated into attitudes, ways of thinking, interactions, organization
logic and specific strategic considerations. The corporate culture depends on the geographical
position of the enterprise as well as on the culture of the country of origin. Also, it is defined by
several elements related to the enterprise’s development cycle and the attitudes of its members in
the work context (mangers, shareholders, employees).

In the case of merger and acquisition operations, the corporate culture reflects an essential
aspect for the operation chances to succeed. This analysis allows the identification of the elements
specific to each entity and of the risks generated by the too obvious differences or incompatibilities.
The more different the cultural characteristics of the two enterprises are, the higher the risks.
Actually, an enterprise is seldom culturally chosen for what it comes first are the strategic or
financial motivations. Therefore, the acquirer discovers this reality after the operation and the
integration phase is where these cultural differences appear.

It is obvious that the success of a merger or acquisition operation is strongly related to a
cultural management of the entities and also to the taking into consideration of the psychological
impact of the operation on the members of the acquired enterprise.

In the literature, several studies have examined the post-acquisition integration. The
problems tackled with refer to the way in which the acquiring firms retain, use in common,
reconfigure, and capture resources (Capron, Dussuage and Mitchell, 1998; Capron, Mitchell and
Swaminathan, 2001; Finkelstein and Halebian, 2002; Karim and Mitchell, 2000), the past of the
organization and the human processes occurring in the phase of post-acquisition integration (Fried,
Tiegs, Naughton and Ashford, 1996; Greenwoog, Hinings and Brown, 1994; Scweiger and DeNisi,
1991) or the choice of the extent of integration (Datta, 1991; Pablo, 1994).

The evaluation of a merger or acquisition operation is carried out according to the acquirer’s
capacity to carry out in good conditions the integration of the acquired enterprise. The post-
acquisition period is not yet risk lacking. It involves a detailed management of the cultural and
human aspects of the operation. Also, it requires the association of the methods of integration
implementation with the objectives of the acquisition, considering the characteristics of the acquired
enterprise. For the acquirer, the integration requires thus an extremely sensible period to manage
when it is necessary to capitalize the valuable creation potential of the new whole. Only an efficient
management, centred on the understanding of the cultural and human problems allows the
achievement of this objective.

The importance of the post-acquisition integration becomes obvious in the following
statement belonging to the researchers Haspestagh and Jemison (1991):

’Many acquisitions look great on paper. Yet, no matter how attractive the opportunity,

value is not created until after the acquisition when capabilities are transferred and people

from both organizations collaborate to create the expected benefits or to discover others.”

One of the first models of the process of cultural adaptation and acculturation, in the
operations of merger and acquisition, was presented by the researchers Nahavandi and Malekzadeh
(1988). The central idea of the model is that the degree of congruence between the favoured
integration modes of the acquirer and of the acquired company will influence the success of this
operation’s implementation. The acculturation model is determined by the cultural characteristics
and the porganizational strategies of the two enterprises involved in the approaching process.
Therefore, from the point of view of the acquired company, the favoured acculturation mode will be
determined by the extent to which the members of the organization wish to keep their own
corporate culture and the extent to which they are open to adopting a new culture, that of the
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acquiring company. From the point of view of the acquirer, the culture and especially the extent to
which the enterprise values multiculturalism, as well as the diversification or specialisation adopted
strategy, will determine the favoured acculturation mode. The second variable of the acculturation
process is represented b y the nature and intensity of the connections between the two enterprises.
Thus, in the case of the enterprise mergers or acquisitions in a related field, the chances for the
acquirer to impose its own corporate culture are much higher than the situation when the two
businesses are not related. Therefore, according to these variables, it can be opted for one of the
four acculturation strategies possible: integration, assimilation, separation, and acculturation.

The integration requires the combination of the two cultures through a reciprocal influence.
The assimilation requires the adoption by the enterprise of the other’s culture and identity. The
separation requires the preservation of the culture and identity of each enterprise. The
acculturation/marginalization reflects the wish of the acquirer to impose its own culture which
comes against the resistance of the acquired company. From this confrontation there results a loss of
the culture of the acquired company and the actual non-integration in the new whole.

Thus, the central idea of the acculturation model built by Nahavandi and Malekzadeh is that,
considering the fact that the members of the two organizations might have different preferences for
the acculturation mode, the extent of the agreement (congruence) regarding these preferences will
represent a central factor to successfully implement the integration. The higher the matching to the
level of preferences is, the more reduced the level of the acculturation stress will be, the lower the
resistance to change and the change will take place easier. Then incongruence occurs when the two
organizations do not have the same preferences regarding the acculturation mode which will
increase the acculturation stress, both individually and organizationally. Following this situation,
certain key employees may leave the organization which is a loss of competences and, also, it may
appear the active resistance to the attempt to impose the acquirer’s systems.

Phillipe Haspeslagh and David Jemison (1991) identified three approaches of the post-
acquisitiorzl integration: preservation, integration through asset rationalization (absorption) and
symbiosis”.

Need for strategic interdependence

Need for

organizational Low High

autonomy Low Preservation Symbiosis
High (Holding) Absorption

Figure no. 1. Types of integration policies
Source: Haspeslagh, P. and Jemison, D.B. (1991), Managing Acquisitions- Creating Value Through Corporate
Renewal, Free Press, London

These approaches of integration can be better understood by considering the two central
dimensions of the acquisition. The first dimension refers to the relation with the acquiring firm,
more precisely to the interdependence which must be established between companies in order to
realise the strategic capability transfer that is expected. Furthermore, Haspeslagh and Jemison
(1991) stated that the capability transfer represents the value creation source in a merger or
acquisition operation: ’Acquisitions create value when the competitive advantage of one firm is
improved through the transfer of strategic capabilities”.

The second dimension refers to the way in which value is expected to be created. This is
associated with the need to preserve intact the acquired strategic capabilities. The figure above

2Symbiosis represents those interactions whose main purpose is to create reciprocal and durable advantages, based on
the diversity of the entities and requiring in the same time preservation and interdependence.
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positions integration processes in light of the relationship between these two dimensions that vary
according to an entity’s need for organizational autonomy and strategic interdependence.

The preservation integration means the preservation of the culture of the acquired enterprise
and the granting of management autonomy in the operational field. In this case, the managerial
influence of the acquirer is rather weak, the managers of the acquired unit being actually evaluated
according to their results. Therefore, the success of such policy resides in the capability of the
acquired enterprise to give zest to a major growth, with a return on investments superior to the sums
invested (Meier and Schier, 2006). The preservation integration occurs in the case of the external
growth operations through mergers and acquisitions whose main objective is to penetrate new
markets where the initiating enterprise does not have the necessary capabilities and when it is
required the getting of new strategic capabilities (Bancel and Duval-Hamel, 2008). This integration
policy is better adapted to the cases of some acquisitions subordinated to a diversification strategy
(Meier and Schier, 2006). The purpose of the operation is to integrate new activities, susceptible of
renewing the portfolio of activities. Haspeslagh and Jemison suggested the fact that this integration
policy is a way to update the resources of the corporation when the acquiring firm intends, for
instance, to take over certain knowledge, capabilities, from the acquired firm.

The absorption integration is recommended when then management and administration
ways of the acquired company are not intended to be kept (Bancel and Duval-Hamel, 2008). This
integration policy is meant to reorganize the resources of the acquirer and of the acquired enterprise
within a new whole mainly based on the procurement of scale and scope economies, on the
smoothing of the managerial practices and the strengthening of the competitive position (Meier and
Schier, 2006). Certain acquisitions are realised from rationale related to the closeness of activities or
their complementarity, intending to realise synergies. Thus, the existence of strong strategic
connections, corroborated with the lack of specificity, leads to a tight closeness between
organizations, which pass through an absorption integration process (Meier and Schier, 2006). This
integration policy is realised in the easiest manner and is usually used when a large firm is acquiring
a smaller competitor. The diminishing of the costs and the volume effects represents the benefit
mentioned, regularly, in this type of operations. In spite of the fact that the homogenization actions
often favour the acquirer it might happen and sometimes it is desired, that the new whole can take
the qualities of each party, obeying an efficacy logic (specific capabilities) and also of efficiency
(time and cost gains). Therefore, the absorption integration cannot be assimilated to domination
against the acquired unit. The differences can indeed prove to be sources of competitive advantage
for the new whole. The absorption integration is often initiated by the acquirer who shapes the new
whole, according to its principles and in its favour. This integration policy is explained more often
due to the similar activities and the existence of duplicate activities which give meaning to a
rationalization strategy. This situation often leads to the occurrence, more or less visible, of an
identity of the acquired unit which sees its organization profoundly changed and its main
identifying elements removed. Such an asymmetry may generate rivalries within the organization
(Meier and Schier, 206). Actually, the enterprise having the strongest leadership or which it has got
a favourable force ratio will impose its own culture (Bancel and Duval-Hamel, 2008).

The symbiosis type integration is the management of contradictory exigencies. This
integration policy is extremely complex for it targets the progressive adaptation of the acquired
company, leaving a certain organizational autonomy not to reduce its competitivity level (Bancel
and Duval-Hamel, 2008). It is about studying the way in which the interdependencies between the
strategic activities of the two firms must be realised without destroying the value creation potential.
Hence, it is necessary in this configuration to keep the identity of the acquired unit (that of the
acquirer being, obviously, less threatened), determining the progressive evolution of the two units to
the creation of new and distinctive advantages. The attention given to each firm’s own qualities
(and therefore to their cultures) distinguished the symbiosis policy from the absorption integration,
while the development of the deepened operational relations makes it different from the
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preservation integration. This type of integration is, by far, the most sensible case to manage (Meier
and Schier, 2006). Different styles and cultures, the positions of winners and losers and the
operational difficulties within the close systems make the implementation of this integration policy
extremely difficult.

The holding® type integration has in view the procurement of a lower degree of strategic
interdependence and also of a low level of organizational autonomy.

Haspeslagh and Jemison analysed acquisitions from a process-like perspective, which
changes the orientation from the results of the acquisition to the factors determining these results.
Value creation is considered a performance resulting from the managerial actions and the
interactions among the firms. From their point of view, the capability transfer will lead to getting a
competitive advantage or, in other words, to value creation. Thus, they consider that the post-
acquisition integration plays an important role in determining the results of the acquisition.

The choice of the management regarding the integration level depends on the level of
financial control obtained. In other words, if through the merger or acquisition operation a limited
control is obtained, the integration level will be weak, even inexistent. Yet, if the financial
participation is important, the integration will be real.

Bancel and Duval-Hamel (2008) consider that enterprises mostly adopt hybrid integration
strategies, often representing mixes of the certain integration methods. Therefore, the same merger
or acquisition operation can be managed by a combination of two styles: at the corporate level
where there is a transfer of the culture and the organization mode from the acquiring company to
the target company, and, at the operational level, the management is that of “cold war” type by
complying with the specific of each enterprise.

The integration level depends on the strategic (Pablo, 1994; Shrivastava, 1986),
organizational (Datta, 1991; Jemison and Sitkin, 1986), cultural (Nahavandi and Malekzadeh, 1988)
and political characteristics (Pablo, 1994) of the merger and acquisition operations. For the
unrelated operations generally involve a minimum blend of resources and therefore a low post-
acquisition integration, the related operations between the acquirers and target companies often lead
to high integration levels (Shrivastava, 1986).

The challenges of the integration process occur due to the multidimensionality and diversity
of the tasks to fulfil within this phase of the merger or acquisition process. Integration means the
synchronization of the efforts in the financial field, of human resources, marketing and production.

The success in the post-acquisition period requires an approach in phases with well-defined
objectives and actions. The management of cultural and organizational integration requires caution
and reciprocal concord so that conflicts are avoided (Quah and Young, 2005).

The company formed as a result of merger or acquisition n, having a new organization chart
and a new form of organization must act on all the functional levels: administrative, structural,
strategic, managerial, and operational. Several enterprises will favour the internal operational
resetting, neglecting the external pone. It is necessary to also invest externally and to develop a real
external integration targeting the group of stakeholders (clients, suppliers, media, trade unions etc.)
and of shareholders.

The stakes of the post-acquisition management

The growth of the firms through mergers and acquisitions has become a regular policy of
enterprise which, in spite of efforts, continues to record deceptive results too for the parties
involved. These unsatisfying results made that the research performed in the field be more and more
based on the integration period. Indeed, recent works emphasize the need that, beyond the control of

*The appearance of hodlings dates from the end of the 19th century when New Jersey, an American state, sanctioned
the existence of corporations having as purpose only the acquistion of shares from other enterprises.
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the decision and negotiation processes, a special attention should be given to the phase following
the acquisition action that is the integration phase.

The studies referring to the integration period have evolved immensely together with those
trying to show that one of the conditions for a merger or acquisition to be successful is represented
by the control of the integration process (Haspeslagh and Farquhar, 1987; Jemison, 1988; Jemison
and Sitkin, 1986). These studies suggest the existence of a possible connection between the
integration process of the acquired units and the results of the operation. From this perspective, the
success of the operation should not be reported only to the either cultural or organizational
differences or incompatibilities. This requires an analysis of the value creation process. In this way,
the researchers have given a new dimension to the post-acquisition phase, establishing a strong
connection between the integration process and the value creation process. The mode to analyse and
understand the management of the integration process indeed consists in the players’ capability to
manage, according to the objectives of the acquisition, the strategic interdependences and the needs
for organizational autonomy between the units.

The post-acquisition integration is a complex process whose management is centred on a
necessary change. The particularity of this change, contrary to what is going on during enterprise
re-engineering, consists in the fact that it involves the employees of the two different enterprises:
the acquirer and the target company. Both of them, but especially those of the target company, are
forced to integrate themselves within the same social-professional environment, which represents
the direct consequence of the merger or of the acquisition. Bancel F. and Duval-Hamel J. (2008)
consider that the stronger the corporate culture is, the more complicated the integration phase will
be and the more attached to their corporate culture the employees are, the more difficult the
integration of a new culture will be. As a result of different cultures of the two units, this post-
acquisition or post-merger integration is characterised by different interactions which lead to some
strongly divergent situations. In a favourable case, these interactions are the link of all the resources
gathered together and thus they might create value. Yet, many times, these interactions create
dysfunctions within the organization, complicating even further the integration process (Gouali,
2009).

Gouali M. considers that the enterprises managing to integrate share several key elements
(Gouali, 2009):

e The wording of a clear vision regarding the problems to be solved and the preparation
even from that moment of the solutions and all these concomitantly with the decision
making process to carry out a merger or acquisition operation;

e The assurance that certain successful factors are used and which are necessary when
engaging in a merger or acquisition operation:

- The possession of internal mechanisms, expertise and know-how regarding the
carrying out of the change and especially the management of the adaptation to the
new conditions;

- The management of the competition amelioration processes until saturation, through
innovation, development of new markets, the efficiency of the commercial forces,
the management of the relation with the clients, the reconfiguration of the
unsatisfying processes etc.

An appropriate change management within an organization can be carried out only by an
appropriate communication at the organizational level. Young and Post (1993) showed in their
study that communication is very important to make the employees less resistant to change.
Moreover, the results obtained by them indicate that the initiative of the communication must come
from the top management and that it must be continuous for the entire period of change. Also, it is
vital there is not any discrepancy between words and deeds. Therefore, communication is an
important instrument to manage a change such as a merger or an acquisition (Scweiger and DeNisi,
1991).
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Even from the first contacts with the target company and to the end of the integration period,
the acquirer must, first of all, apply the communication strategy and different tactics especially
chosen for this purpose. Communication represents a central pillar of the pre and post-acquisition
processes, from the beginning of the operation to its end. Communication requires in the same time
the broadcasting of insertions, the psychological approach of employees in order to adapt them to
the new context and also an influence strategy to mobilize and co-interest the employees in order to
achieve the objectives (Gouali, 2009).

The importance of the cultural factors in the post-acquisition process

Corporate culture is considered a lever whose use becomes crucial for the success of the
integration period. Corporate culture can be defined as the assembly of attributes and values shared
by the employees and which dictate the latter’s professional and moral attitudes. The component
elements of the corporate culture are represented by its history, its activity, brand, the organization
mode, and its ethical norms. These aspects represent the values around which the identity of the
enterprise is built (Gouali, 2009). O’Reilly and Chatman (1996 quoted by Abhijit and Hajro, 2009)
defined the corporate culture as "a set of norms and values widely shared and intensely held
throughout the organization a system of shared values and norms that define appropriate attitudes
and behaviours for organizational members”. The values define what is important and the norms
define the appropriate behaviours of the organizational members.

In the literature on the post-acquisition integration, the cultural incompatibility is considered
as a source of the problems occurring in this phase (Nahavandi and Malekzadeh, 1988; Olie, 1994).
Therefore, the cultural incompatibility is considered a cause for the weak performance of the
merger and acquisition operations, for the departure of some key players and for the conflicts
occurring during the business consolidation process (Bijilsama-Frankeman, 2001). Bijilsama-
Frankeman (2001) considers that the collocation “culture clash” was worded out in order to describe
the conflict of the philosophies, styles, values, and mission of two companies. Due to the multitude
of changes generated by the merger or by the acquisition, the post-acquisition period presents many
adjustment problems. The most majority of these adjustment problems comes from the employees’
fears concerning the loss of their jobs. The change of the managers and of the work team is also a
source of stress and anxiety (Marks and Mirvis, 1992).

The corporations facing such problems have to pay the high price of losing the cooperation
and initiative of the new organization’s employees. The synergies previously announced may
become difficult to obtain, the conflicts and misunderstandings can be difficult or even impossible
to solve and therefore the post-acquisition period will be the most difficult to manage (Appelbaum
et al, 2000).

Generally, the cultural aspects are not taken into consideration when a merger or acquisition
operation is initiated, but only the strategic and financial aspects are targeted. And yet, in literature,
many studies (Buono et al, 1985; Datta, 1991; Chatterjee et al, 1992; Cartwright and Cooper, 1993;
Weber, 1996 or Morosini et al, 1998) consider that the cultural differences at the organizational and
national level are one of the main causes of the high rates of the failure of merger and acquisition
operations. Lacking a well defined integration policy and a cultural homogenization, any cultural
difference between the enterprises may create antagonisms and create dysfunctions affecting the
performance of the new group. There are three strategies to approach the cultural differences
(Gouali, 2009):

- Imposing one of the two cultures: this solution is feasible but its success requires a rapid
execution and based on tasks with a high symbolical meaning: its immediate adaptation
to the working methods, the participation and adaptation to the style promoted by the
enterprise.

- Creating a new culture: this solution is possible, but risky because it might eradicate two
communities and create a new culture, in which none is to be found.
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- Maintaining the two cultures.

In practice it has been noticed that the two cultures dominate and this is that of the
acquirer’s. The example of the company Sanofi-Synthelabo is significant in this view. Acquiring
the company Aventis, the general management immediately imposed to all the participant parties, a
common culture. Thus, the acquirer especially forced the impregnation with a culture of
confidentiality which has become dominant at the group level. The employees of Aventis rapidly
adapted to the new requirements, creating a certain harmony at the group level. Obviously, the key
factor for the success of these strategies consists in taking into consideration the aspects
representing advantages of the culture of target company and ensuring its success (Gouali, 2009).
Schein (1993) states that, yet, a corporate culture seldom has values and beliefs shared by all the
organizational members. In exchange, this can contain different subcultures which can sometimes
be even contradictory.

The cultural diagnosis may represent a means to perceive the culture of an enterprise and to
identify the risks related to the confrontation between different origin cultures. Indeed, the culture
of the enterprise groups coherently the values and the beliefs commonly accepted by the majority of
the organizational members. Certain cultures, for instance, wager on the entrepreneurial spirit and
action, while others favour the management of commercial and financial risks. The incompatibility
between certain values or beliefs and therefore, the cultural distance can create strong imbalances
within the new whole.

A study of the consulting company MMC (Marsh & McLennan Companies) mentions that
the corporate culture differences are considered one of the most significant challenges in a merger
or acquisition operation and that in any transaction, the key is to identify and consolidate the
behaviour models with a positive influence regarding the success of the operations and in the same
time tom discourage those eroding value (Carpenter and Wyman, 2009).

The researchers examined the behaviour changes resulting from the compulsive interaction
of two different corporate cultures. Certain empirical studies indicated that the big cultural
differences lead to bigger problems regarding the integration and, therefore, to a weaker post-
acquisition integration (Chatterjee et al, 1992; Datta, 1991). On the other side, the existence of such
a strong culture of the acquirer may have an impact on its performance if this can be transmitted
effectively to the acquired company. The unanimous consensus is that, generally, the cultural
compatibility reduces the acculturation stress and makes the integration process easier.

Generally, the cultural shocks appeared occurred during the closeness operations between
enterprises are reflected on three main levels (Meier and Schier, 2006):

- Conflicts at the level of structures and working systems (control, remuneration,

recruitment, motivation, delegation etc.)

The structures of the enterprise represent in the same time the architecture and the
essence of the organizations. They generally reflect the fundamental aspects of the
enterprise, the way resources are managed as well as the each person’s responsibilities
within the firm.

- Conflicts related to the management style (values, philosophy, managerial practices,

The management style allows to see the key values and the guiding concepts on which
the actions undertaken at the company level are based. Thus, defining the management
style allows the employees to have an orientation system ensuring them stability and
which stimulates them. This contributes to the inculcation of a way of life and
behaviour favouring the mobilization and implication of the employees in their work.

The management style of each enterprise must be clearly identified and understood. The
enterprises follow the identification of the official and unofficial working modes, of the
real power areas, of the evaluation criteria of individual and collective performances
and the resistance to the merger or acquisition operation. These aspects allow removing
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the uncertainties, to see the advantages and the practices that must be preserved (Bancel
and Duval-Hamel, 2008).
- Conflicts related to exercising the power within units

Exercising the power may take different forms, according to each enterprise. For certain
organizations, power is strongly connected tom the hierarchical position of the actors
within that particular system. Exercising the power is based on a formal authority
system (status, hierarchical level) and the individuals’ capability to dispose of a
coercive influence. In other systems, the power of the players consists more in the
capability to master certain resources, in its personality and its relational experience.
Actually, when approaching an enterprise, exercising the power may generate strong
oppositions and can make the object of a litigation procedure between the two
organizations.

The cultural dimension is unanimously considered important even crucial in the success of
the merger or acquisition operations. Bancel and Duval-Hamel (2008) consider that a double
strategy regarding the corporate culture must be applied. First of all, a “formal culture” must be
defined and applied, mainly, destined to the internal and external communication in order to create
the image and identity of the new company resulted from the merger or acquisition operation. This
is defined by the members of the company management. Second of all, an “operational culture”
must be defined and applied, destined to the internal structuring. Its drawing up process is much
more open, implying both the management and the players involved. The combination of the two
cultures and their application requires the assurance of the integration of the two units and thus, the
accomplishment of the merger and acquisition operation. The formal and operation drawing up
process and, generally, the set of the integration actions, is quite complex.

The importance of the human factors in the post-acquisition integration process

More and more research studies (Hogan and Overmyer-Day, 1994) concentrated on the
human side of the merger and acquisition operations, exploring the problems related to the
organizational matching and the organizational integration problems.

Many managers of acquiring units tend to minimize the importance of social and human
problems when they perform the external growth operation, in spite of the risks they have in the
integration phase (Meier and Schier, 2006). It proves to be of essence the creation of a reliable and
morally support climate for the individuals in managing the inherent stress occurred as a result of
the changes generated by the merger and acquisition operations. This support allows the limitation
of the negative effects on labour productivity (Bancel and Duval-Hamel, 2008).

The human factor plays a main role in the success of the integration phase and this success is
perceptible on two levels. First of all, the success implies a new psychological and organizational
environment after destructing the one the employees of the units belonged to. From the emotional
point of view, this change is not neuter for the uncertainty vehiculated by change plays an important
role in demotivating the employees, no matter their hierarchical level. In the second place, the
success of the integration requires the rapid adaptation of the employees to the new requirements of
the enterprise including the subordination to its objectives, the adaptation to new work methods, the
interiorization of the corporate culture which is to be adopted, the management style etc. The
success of the integration phase requires the setting up of continuity between the two levels and the
management of the interdependencies of their elements. In other words, these two levels, when well
managed, create a solid support for the transformation of synergies into value. Conversely, one of
the causes of the failure of integration originates in the de-correlation between the two levels. The
lack of focus on one or another leads to frustrations, deviates resources, reduces the competitivity of
the key activities and affects the global efficiency of the transaction. . The main stake of this phase
consists in combining these two levels’ own successful factors so that they can reach the profitable
growth objectives (Gouali, 2009).
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The literature on human resources and organizational behaviour abounds in researches
regarding the human, managerial, and organizational processes occurring within the process of
resource adding and reconfiguration (e.g. Cannella and Hambrick, 1993). In these studies the
human and organizational sources are identified as elements resisting the integration. Indeed, the
human and organizational factors may have a stronger impact on the post-acquisition performance
than the external strategic factors (Chakrabarti, 1990). The acquiring firms underestimating the
importance of human factors in the integration phase might face high obstacles in managing the
post-acquisition operations as it has been showed by Fried et al. (1996), Greenwood et al. (1994),
Schweiger and DeNisi (1991).

The research (e.g. Scweiger and DeNisi, 1991) shows that the announcements of firm
acquisitions, especially of those characterised by a weak communication, increase uncertainty,
stress and absenteeism, in the same time with the diminishing of the satisfaction level regarding
work, commitment, the intention to stay in the new organization and the perception on the
organization’s credibility. Haspeslagh and Jemison (1991) state that”’The threat of acquisition may
reduce or destroy important economic or psychological elements such as job security, promotion,
career opportunities, status and pride regarding the membership to the organization™.

Bourantas and Nicandrou (1998) developed a conceptual framework in order to explain the
behaviour of the employees in the acquired company, after the acquisition operation. The model
contains two dimensions: support/resistance and activity/passivity. The first dimension refers to the
fact that the employees will have a reaction of support if they accept the changes implemented by
the new managerial team. In exchange, if they do not accept the change, they will continue to
oppose. The second dimension refers to the relation between the organization that is the effort of the
employees regarding the creation and maintenance of work relations during the post-acquisition
phase. The two authors further consider that after an acquisition operation, the employees either
support the organization, working more (loyalty) or continue working like before the change
(complacency), or they try to change certain aspects by expressing their opposition (opposition), or
they reduce the effort at work (slovenly). The dimensions reflecting the loyalty and the opposition
regarding the acquisition are considered active behaviours and the complacency and the slovenly
are considered passive behaviours.

The post-acquisition changes often involve a forced workforce redundancy and
reorganizations in order to reduce the costs and the excess of workforce. The impact of such
organizational changes on the employees is high, the latter considering that they have no control on
the changing forces. These employees are susceptible to feel uncertainty regarding their jobs,
helplessness, demotivation which can generate the intention to leave the organization, as Fried et al.
(1996) showed.

In light of these, we consider that the human and organizational factors may have a higher
impact on the post-acquisition performance than the external strategic factors. Therefore, the
acquiring firms may face important obstacles in managing the post-acquisition operations.

Conclusions

The post-acquisition integration represents a critical phase of the operation and it has an
important influence on the new group’s performance. The acquiring firms are affected by changes
during the integration process, by retaining the important resources, the transfer of resources from
or to the acquired firms and by eliminating the redundant resources. Yet, in the integration phase,
the problems may occur due to human factors, cultural incompatibility and an inappropriate
management of the integration process.

From the analysis of the integration/acculturation models presented in this research report,
we can draw several conclusions. In the first place, the corporate culture of the enterprises involved
influences the preference for a certain integration strategy and the congruence between the
participants regarding the strategy chosen represents one of the factors ensuring the success of the
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merger and acquisition operations. In the second place, due to the fact that the acculturation
strategies imply several different integration levels of the combination between the two enterprises,
the impact of the corporate culture will be higher in the case of the combinations requiring a high
level of integration and change than in the case of those in which the organizations remain relatively
independent. Thus, the human factor will more affected when a high integration level in comparison
with the integration form favouring the units’ independence. In the third place, the evaluation of the
cultural adjustment level is not a sufficient condition to foreshadow the results of the integration
process. The integration strategy and the changes at the level of corporate culture influence the
organizational practices, which leads to different reactions of the employees directly influenced by
them. Therefore, a series of dynamics may occur during this process, dynamics which will
significantly influence the results of the integration in terms of organizational members’ reactions.

An important aspect we wished to identify refers to the strategies that an enterprise may
adopt regarding the cultural integration. Thus, even if theoretically after an approaching operation it
can be opted for the creation of a new culture, the maintenance of the two cultures or the
enforcement of one of the two, in practice, it has been noticed that one of the two cultures
dominates and it is the acquirer’s. Therefore, we identified the levels the cultural shocks occurred
during approaching operations reflect to and the way in which these could be managed.

Regarding the human factors, we emphasised the impact that the merger and acquisition
operations have on them, the way in which these changes are perceived by the employees and the
attitude concerning the change that these may lead to after the operation.

Thus, we can state that the post-acquisition or post-merger integration is the phase when the
expectations are fructified or, on the contrary, ruined. The architecture of the merger or acquisition
transaction and its terms create conditions for this crucial phase of the operation. Not identifying the
problems related to the integration may generate important dysfunctions in the following phases.
Thus, it is important to know beforehand what is next after the final signing of the merger or
acquisition contract for the chances of success of the integration operation to be higher.
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