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Abstract:

Mergers and acquisitions have become crucial for corporate survival. These operations signify the union of two organizations
into a single entity. Previous studies highlight that cultural differences have contributed to the failure of several operations.
This study explores how cultural differences influence employee motivation and retention through communication
challenges, using a descriptive and correlational approach based on the Resource-Based View (RBV) theory of organizational
resources. The results are based on the analysis of 200 questionnaires collected from employees who experienced merger
and acquisition operations, analyzed using SPSS software. Findings indicate that cultural differences do not influence
employee mobilization and departure following mergers and acquisitions; however, they do affect employee motivation.
Similarly, communication between groups and organizations tends to become more challenging as cultural differences

increase.

Keywords: Corporate culture, Mergers and acquisitions, Banking, Communication, Artificial intelligence.

Introduction

The business world is in constant change. In this context of continuous transformation, banks regularly face several
challenges. First, strong competition requires banks to maintain a flexible structure to meet market demands. Second,
technological progress compels organizations to employ a skilled and competent workforce to cope with growing
competition. Third, the changes that have occurred in recent years in the industrial world—particularly in corporate
management—push companies to develop a modern identity. As a result, organizations are encouraged to engage in mergers

as a way to strengthen their market position and overcome these challenges.

The process of mergers and acquisitions involves combining two organizations, sometimes with different cultures, into a
single entity. However, cultural differences between the two banks can represent a significant barrier to successful
integration. The failure of many mergers and acquisitions operations is linked to human capital. For instance, the failure of
Daimler-Benz and Chrysler was mainly due to the inability to establish harmony between the two corporate cultures. The
differences in values, organizational structures, and approaches to power created significant challenges (Eern Yie et al.,

2021).

Moreover, Shah B. (2019) highlighted that cultural differences often lead to decreased employee motivation. These
differences particularly affect leadership, whose motivation and commitment directly influence the motivation of other
employees (Marks & Mirvis, 2011), potentially resulting in psychological conflicts and demotivation. Similarly, a study
conducted by Steigenberger and Mirc (2020) showed that employees perceived cultural differences as a source of conflict,

which ultimately led to employee turnover.

Thelisson et al. (2018) also emphasized the critical role of communication in managing human and cultural risks during
mergers. Communication serves multiple functions throughout the acquisition process, and realistic communication can

guide employees through the merger (Schweiger & Denisi, 1991).
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This article addresses the following research question: How do cultural differences influence employee motivation and
retention through communication challenges? To answer this question, we adopt a non-experimental research design with
descriptive and correlational purposes. Data were collected through a questionnaire distributed among employees who had

experienced mergers and acquisitions. A total of 200 questionnaires were analyzed using SPSS software.
Literature Review
Mergers and Acquisitions

Mergers and acquisitions (M&A) are among the most significant decisions for companies. A successful merger or acquisition
improves productivity and performance, whereas failure often results in chronic operational issues and lower performance
(Andrieu et al., 2010). Blanchot defines a merger as the combination of two or more existing companies through the creation
of a new entity. The absorbed company ceases to exist legally, and its assets are fully transferred to the acquiring company

(Blanchot, 2018).

An acquisition, on the other hand, refers to the purchase of an existing company and represents a growth strategy for

organizations. Among the motivations for acquisitions are the desire to acquire new skills and resources (Altintas, 2015).

Generally, the term “merger and acquisition” refers to the consolidation of companies. However, the concepts of mergers,
acquisitions, and consolidations are often confused, making it essential to clearly understand their differences

(Mallikarjunappa & Nayak, 2007).

Meier and Schier (2019) identified four basic categories of M&A: acquisition by share purchase, acquisition by share

exchange, merger through the creation of a new company, and absorption mergers.

The main reason behind the failure of many mergers lies in the inability to establish harmony between the two organizational
cultures. Different cultural values, structures, and approaches to authority often lead to significant misalignments (Eern Yie

et al., 2021).
Definition of Culture

Meier et al. (2012) define culture as “a social construct that evolves over time.” Culture is not limited to nationality but also
refers to other social categories such as organization, industry sector, region, or ethnicity (Zolfaghari et al., 2016). Culture is

abstract and learned rather than innate.

Every organization is composed of people with diverse cultural backgrounds—national, regional, professional, or personal
(Meier et al., 2012). Employees may come from different countries or industries and bring with them unique cultural
perspectives (Marks & Mirvis, 2011). Each culture has its own understanding of authority, creativity, collaboration,

supervision, and responsibility (Jacquier, 2009).
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Turner and Reynolds (2010) argue that cultural identification acts as a catalyst for learning, and that the characteristics of the
target culture influence motivation and cognitive processing. Employees’ personal value systems, shaped by their
membership in different cultural groups such as nation or profession, also affect negotiation and collaboration (Yagi &

Kleinberg, 2011).
Corporate Culture, Motivation, and Retention

A report conducted by two insurance companies, Axa and Metlife, found that 82% of employees consider corporate culture
a decisive factor when choosing to join an organization (Metlife Axa, 2019). Culture is inherently linked to learning (Turner
& Reynolds, 2010). Employee motivation is essential for organizational success, as it drives performance and engagement.
Motivation is not static but results from the interaction between the organization, individual needs and values, personal

characteristics, social status, and cultural influences (Herzberg et al., 1960).

A study conducted in China highlighted the importance of workplace culture as a source of motivation. Culture is not imposed

on employees; rather, it is co-created by them, which enhances both morale and motivation (An Yufei, 2013).

Corporate culture plays a critical role in employee motivation, relationships, and career development. However, cultural
dimensions can also lead to employee demotivation, talent loss, and decreased productivity (Metlife Axa, 2019). According
to Fontana Mai and Lévy-Leboyer (2004), the effectiveness of motivational strategies implemented by organizations depends

on complex factors related to individuals, as well as the broader economic and cultural context.

Cultural differences are often regarded as a source of organizational dysfunction, negatively affecting both individuals and
company performance (Jehn, 1997). They can also cause talent loss and employee turnover (Jean & Guédé, 2022), create
uncertainty, and increase transaction-related problems. In such contexts, employees may experience identity loss and

heightened anxiety, which in turn can lead to the departure of qualified personnel (Ali-Yrkko & Jyrki, 2002).
Complexities of Inter-organizational Communication in the Face of Cultural Diversity

Communication is often taken for granted, as it seems inherent to human interaction. However, in intercultural contexts,
communication depends heavily on the skills and adaptability of individuals. Effective communication plays a central role
in the success of mergers and acquisitions (Werder et al., 2020), as it contributes to the construction of individual, relational,

and organizational identities (Giroux, 1994).

Where there is culture, there are values, beliefs, and languages. In M&A contexts, language and cultural barriers often create
communication failures. For example, the use of a foreign language may lead to ambiguities or misunderstandings

(Kankaanranta & Louhiala-Salminen, 2013).

Hasnaa and Bennani Yasmina (2022) demonstrated that cultural differences often result in communication issues within
teams, leading to confusion about behaviors and expectations. According to Weber (1996a), communication and training

initiatives can help reduce cultural gaps, thereby fostering creativity and resilience among employees.
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Conceptual Model and Research Theory
Motivation at Work Départ des employés
% Cultural
Difference
[]

Communication

Challenges

Conceptual Research Model and Theory

Our conceptual research model was developed by the author to examine the influence of cultural differences on work
motivation, employee turnover, and communication difficulties.

This article explores the relationship between cultural differences, work motivation, employee retention, and communication
challenges by drawing on the Resource-Based View (RBV) theory. It proposes that organizational culture serves as a source
of employee motivation and represents a strategic resource that can provide organizations with a competitive advantage.
According to RBV, organizational culture can be a strategic resource that generates a sustainable competitive advantage
(Barney, 1995). The RBV framework also recognizes that attributes such as past experiences, organizational culture, and
capabilities are essential to a firm’s success (Hamel, 1996).

Research Methodology

This study is a quantitative, non-experimental research design with a descriptive and correlational purpose. Descriptive
research aims to provide a detailed understanding of what is happening and to develop insights into the different variables at
hand without manipulating the situation. It seeks to deliver an accurate description of the state or characteristics of a situation
or phenomenon (B. Johnson, 2014).

The quantitative method is commonly used in social research and applies principles from the natural sciences, particularly
a positivist approach to social phenomena (Roth & Mehta, 2002). It is based on statistical analysis and relies on carefully
designed questionnaires. As its name suggests, this approach is grounded in the measurement of quantities (Bryman, 2016).
Quantitative research is also referred to as a social survey, often considered the primary instrument within this tradition
because of its adaptability to such inquiries (Roth & Mehta, 2002).

A cross-sectional research design was adopted in order to collect data at a single point in time from multiple participants.
This type of research is advantageous as it allows researchers to measure current attitudes or practices while requiring
relatively little time to administer questionnaires and gather information (Caruth, 2013). Its main advantage lies in the ability

to collect data from different types of individuals in a relatively short time frame (B. Johnson, 2014).
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For data collection, a questionnaire was designed and distributed across five different Lebanese banks. Due to the current
crisis in Lebanon and the sensitivity of the subject, we received 230 responses, of which 200 valid questionnaires were
retained for analysis (30 were incomplete and discarded). For a population of 746 employees, the recommended sample size
is 223 participants with a 95% confidence level (B. Johnson, 2014). Therefore, the 229 responses collected are considered
representative of the population.

Prior to beginning the data collection process, all instruments and project proposals were submitted for review and approval
by the USJ Ethics Committee. This committee ensures that ethical standards are respected between participants and
researchers and that the study complies with proper governance and legal requirements.

On January 3, 2022, the following documents were submitted: the questionnaire (in English and Arabic), the consent form
(in French), the data confidentiality statement, and the research proposal file. On January 18, 2022, approval was granted,

and the questionnaire was accepted.

Research Hypotheses
e HI: Cultural differences between companies affect employee work motivation and lead to higher employee
turnover.
e H2: Communication between groups and organizations tends to become more difficult as cultural differences

increase.

Results and Discussion
H1: Cultural differences between companies affect employee work motivation and lead to turnover.

According to the questionnaire results, respondents indicated that the two banks did not share similar cultures: 135 answered
“No” while 65 answered “Yes”. Furthermore, respondents reported their ability to professionally adapt to the culture of the
new organization: 135 answered “Yes” versus 65 “No”. A positive correlation was found between cultural similarity and

employees’ professional adaptation to the new group, with p = 0, which is below 0.05 (see Table 1).

Even though the two banks exhibited different cultures, employees felt in harmony with the culture of their current bank.

Cultural differences do not appear to influence employees’ professional adaptation to the new organizational culture.

Contrary to these results, the study by Bijlsma-Frankema (1997) showed that culture plays a major role in how employees
respond to a new work environment, ranging from rapid adaptation and engagement to new expectations, and negatively
impacts functional integration and organizational effectiveness (Weber, 1996). Schwartz (1999) explored the influence of
cultural differences on various aspects of work, finding that such differences affect employee satisfaction with their job,
team, and organization. Kogut (1999) observed that national-level cultural differences result in distinct organizational and

administrative practices that may not align with employee expectations.

Abdullah et al. (2015) highlighted that individuals must adapt to organizational differences, adjusting their usual work

methods and thought processes in intercultural experiences. Dupriez (2002) confirmed that cultural differences alter
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interactions and employee adaptation within organizations, challenging the universality of management practices. Taras et
al. (2011) demonstrated that cultural differences continue to significantly impact workplace attitudes and practices, group
dynamics, perceptions of fairness, conflict resolution mechanisms, and work design. Another study revealed that cultural
differences can create internal turbulence and resistance to professional adaptation. Hoffman and Shipper (2012) surveyed
12,480 managers from an IT company spanning 50 countries and found that cultural differences had a strong direct effect

on work engagement.

In our study, employees confirmed that the two banks did not have different cultures: 135 answered “No” and 65 “Yes”. A

positive correlation exists between cultural similarity and work motivation, with p < 0.05 (see Table 2).

When the two banks have different cultures, this negatively affects employee work motivation. Conversely, when cultures

are similar, motivation is positively influenced.

Several studies support these findings. Buono (1985) reported that cultural differences can produce dysfunctional
consequences such as reduced engagement and cooperation among employees. Bligh (2006) found that 69% of
organizations surveyed identified cultural integration as the main challenge in mergers. These conflicts can lower employee
morale, reduce productivity, and increase turnover. Boateng (2006a) showed that differences in core values between merging
organizations create uncertainty for leaders and managers. Bouwman (2013) reviewed organizational behavior and corporate
culture literature, indicating that merging companies with highly different cultures can result in confusion, conflict, and

resistance to change, leaving employees anxious or disengaged if their existing culture is minimized or ignored.

Shah B. (2019) also found that cultural differences often lead to reduced employee motivation. These divergences particularly
affect leadership, whose motivation and engagement influence the motivation of other employees (Marks & Mirvis, 2011),
potentially causing psychological conflict and demotivation. Leadership needs to understand and recognize other cultures to

achieve harmonious conflict resolution (Hideo et al., 2020).

The respondents confirmed that the two banks had different cultures: 135 answered “No” while 65 answered “Yes”, and
they agreed that after the merger, some employees sought job opportunities in other organizations even when the two banks

shared the same culture.

A negative correlation was found between cultural similarity/difference and employees’ pursuit of job opportunities
following the merger; p = 0.138, which is greater than 0.05 (see Table 3). Thus, cultural differences do not appear to influence

employee mobility after the merger.

Contrary to our findings, Thorwid and Vinge (2020) confirmed that organizational culture, employee satisfaction, and
retention are closely linked. Similarly, Ahammad et al. (2012) indicated that organizational cultural differences negatively

impact employee retention (Weber & Tarba, 2010).

Stahl and Voigt (2008) shows that differences in national and organizational cultures are often associated with negative

socio-cultural outcomes, such as increased executive engagement but reduced employee engagement. Moreover, they
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indicates that national cultural differences create greater obstacles to successful integration than organizational
cultural differences. Consequently, low engagement levels lead to high voluntary turnover (Mathieu & Zajac, 1990). The
effects of cultural shock may also influence other factors, such as trust, leadership, staffing, retention, and the selection of

managers for various positions (Weber, 2014).

According to Sciriha and Debono (2017), in the context of cultural differences, employees of the acquired company may
resist changes imposed by the new culture. Empirical data from Stahl and Voigt (2004) indicate that national and
organizational cultural differences are frequently linked to negative socio-cultural outcomes, including higher senior
management turnover, reduced employee engagement, acculturative stress, high job insecurity, and professional uncertainty

(Schweiger & Denisi, 1991b).

The respondents agreed that the two banks did not have similar cultures: 135 answered “No” versus 65 “Yes”. No positive
correlation was found between cultural similarity/difference and employees’ professional integration (p = 0.773, greater than

0.05; see Table 5).

Additionally, whether the two banks had similar or different cultures, respondents agreed that after the acquisition, some
employees from the acquired bank were unfamiliar with new operations and had to work harder to understand them.

Therefore, cultural differences did not appear to affect employees’ professional integration after the merger.

Again, contrary to our findings, Thorwid and Vinge (2020) confirmed that organizational culture, employee satisfaction, and
retention are closely interrelated. Likewise, Ahammad et al. (2012) indicated that organizational cultural differences

negatively affect employee retention (Weber & Tarba, 2010).

Stahl and Voigt (2008) reviewed theoretical and empirical studies on culture in mergers and acquisitions, revealing mixed
results. Evidence shows that differences in national and organizational cultures are often associated with negative socio-
cultural outcomes, such as increased executive engagement but reduced employee engagement. Furthermore, national
cultural differences create greater obstacles to successful integration than organizational differences. Consequently, low
engagement leads to high voluntary turnover (Mathieu & Zajac, 1990). Cultural shock can also impact trust, leadership,
staffing, retention, and the selection of managers for various roles (Weber, 2014). Sciriha and Debono (2017) emphasized
that, in the context of cultural differences, employees from the acquired company may resist changes imposed by the new

culture, leading dissatisfied employees to leave and negatively affecting overall morale.

Empirical data from Stahl and Voigt (2004) indicate that national and organizational cultural differences are often associated
with negative socio-cultural outcomes, such as increased senior management turnover, reduced employee engagement,

acculturative stress, high job insecurity, and professional uncertainty (Schweiger & Denisi, 1991b).

The respondents confirmed that the two banks did not have similar cultures: 135 answered “No” versus 65 “Yes.”
Furthermore, a positive correlation was observed between cultural differences and the difficulties anticipated by employees

at work before and after the merger.

476
Chebbo The Impact of Cultural Factors in Banking Mergers and Acquisitions: An Analysis of Employees



http://www.ajsp.net/

.‘,AJSP

ISSN: 2663-5798 || Arab Journal for Scientific Publishing osilalls L,,’AA&‘ A,,MJ\ = ol J‘A.m‘gj
#2025 — (AU Cppdl — 2 1 laaY) Gl

N e g ke SRR Ot H
N e jERcO) www.ajsp.net

When the two banks had different cultures, employees anticipated challenges at work both before and after the merger.
However, when the two banks shared a similar culture, employees did not anticipate new difficulties before or after the

merger.

Cultural differences appear to have no impact on employees’ professional adaptation, mobility, or integration.
However, they negatively influence work motivation and the perceived changes/differences before and after the merger.
Conversely, when employees are in harmony with the culture of the new organization (professional adaptation), this

positively influences work motivation.

Culture is a process of socialization, whereby members within an organization learn to act accordingly (Lang, 1985).
Organizational citizenship behavior is also motivated by an employee’s identification with the organization. Neither
managerial competence nor cultural discontinuity has a direct effect on citizenship behavior, but both play a crucial role in
employees’ identification with the new or former organization—a key factor for employee citizenship behavior. Employees
who strongly identify with the newly consolidated organization may experience higher job satisfaction, positively impacting
merger outcomes. Managers should minimize cultural discontinuities between merger partners and maintain fair management

practices and procedures throughout the merger process (Stull et al., 2009).

Our study’s results align with Reus and Lamont (2009a), who found that cultural distance negatively affects international
acquisition performance by hindering understanding and communication, while also amplifying the positive effects of

integration capabilities on performance.

Contrary to our findings, Cartwright and Cooper (1996) demonstrated that organizational cultural differences can pose
significant obstacles to achieving integration benefits. It is essential to account for cultural differences early in the merger
process. The degree of cultural compatibility between organizations involved in a merger or acquisition has been identified
as a key determinant of subsequent integration success. Angwin and Brett Savill (1997) argue that language barriers, differing
legal systems, administrative practices, and other organizational aspects create obstacles to workforce integration in mergers
and acquisitions. A U.S.-based study on mergers and acquisitions (Weber, 1996) also found that corporate cultural differences

are negatively associated with target managers’ engagement levels and perceived integration effectiveness.

Hypothesis H1 is partially supported. Cultural differences between companies influence employee work motivation and

workplace changes but do not trigger employee turnover following the merger.

H2: Communication between groups and organizations tends to become more difficult as cultural differences

increase.

Respondents confirmed that the two banks did not share similar cultures: 135 answered “No” versus 65 “Yes.” A positive
correlation was found between cultural differences and communication clarity, efforts to communicate the new structure in

a timely manner, and role understanding following the merger (see Table 6), with p < 0.05.
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When the two banks had different cultures, communication regarding the organization’s mission, vision, and values remained
relatively clear. Similarly, efforts to communicate the new structure promptly and clarify employee roles during the merger

process were also reported as effective.

However, when the two banks share a similar culture, communication regarding the organization’s mission, vision, and
values is clear. The same applies to communicating the new structure in a timely manner and clarifying employee roles

during the merger.

Hypothesis H2 is therefore supported. Communication between groups and organizations tends to become more difficult

as cultural differences increase.

The results of our research align with several other studies. For example, Desai et al. (2011) suggest that up to 65% of failed
mergers and acquisitions are due to “people issues”, i.e., intercultural differences causing communication breakdowns
that reduce productivity. Dupriez (2002) demonstrated that cultural differences are often accompanied by problems in
communication, verbal understanding, habits, or body language. Cultural diversity and orientation within workgroups affect

communication networks and, consequently, group performance (Reus & Lamont, 2009b).

Balance is disrupted when one culture is exposed to another. As in the acculturation process, contact between groups is often
characterized by communication problems caused by cultural differences (Mirvis, 1985). One function of culture is to
facilitate communication among group members based on shared beliefs, values, and assumptions. Concluding that cultural
differences between parties often produce polarized and negative perceptions promotes misunderstandings and confusion in

communication (Marks & Mirvis, 2001b).

Cultural differences create communication barriers even in friendly takeovers and can lead to misunderstandings. They are
expected to be even more problematic in hostile takeovers (Marks & Mirvis, 2001b), resulting in communication
difficulties and misinterpretations. Continuous communication throughout the integration phase is essential for success, as it
helps bridge the cultural gap and foster a new culture for the merged/acquired bank. Additionally, cultural distance negatively
impacts international acquisition performance by hindering comprehension and communication, while also enhancing the

positive effects of integration capabilities on performance (Reus & Lamont, 2009b).

Reus and Lamont (2009b) note that national cultural distance hinders understanding of critical capabilities that must be
transferred and limits communication between parties, creating an unintended negative impact on M&A performance.
Effective communication can moderate the relationship between cultural differences and negative employee attitudes,
promoting engagement and cooperation among employees acquired by the purchasing company (Yahiaoui et al., 2016Db).
Rodriguez-Séanchez et al. (2019) emphasize the importance of building trust with human resources. Leaders must proactively
use communication skills to identify uncertainties within their teams. Their findings indicate that while communication is
crucial, nuances in communication and culture should be explored further (Yahiaoui et al., 2016b). Another study shows that

communication facilitates a smooth integration process (Gomez & Norofia, 2020).
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Haspeslagh and Jemison (1991) argue that to create a positive environment, organizations must understand each other’s
culture. Members of both organizations should be willing to collaborate after the merger, highlighting the need for effective

communication between employees of both organizations.
Conclusions

Based on the results obtained, cultural differences negatively influence employee motivation when the cultures of two
merging banks are different, leading to decreased engagement. Conversely, when the two banks share a similar culture,
employees adapt and integrate more effectively into operations. However, cultural differences may create adaptation
challenges that affect retention and employee satisfaction. This aligns with the Resource-Based View (RBV) theory, which

considers culture a source of sustainable competitive advantage (Barney, 1995).

Similarly, cultural differences make communication more difficult, while clear communication promotes successful
integration. Ultimately, although cultural differences between banks can present significant challenges, appropriate
strategies and careful management can maximize the benefits of mergers and acquisitions, particularly regarding customer

satisfaction and organizational performance.
Limitations

1. Data Accessibility: Limited or restricted availability of relevant data on mergers and acquisitions in the Lebanese
banking sector may hinder a comprehensive analysis, as previous research has not examined the effects of M&A on

human resources and employees.

2. Confidentiality of Information: Due to the confidential nature of M&A information, full access to transaction
details and merger processes may be difficult, limiting the study’s scope. Some data and information are

confidential.

3. Restricted Sampling: Selecting a specific sample of organizations or employees in the Lebanese banking sector

may limit the generalizability of results across the sector.

4. Selection Bias: Organizations or individuals who choose to participate in the study may differ from those who do

not, introducing potential selection bias in the results.
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