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ABSTRACT

The aim of the study is to investigate the impact of pre-merger and post-merger factors
on the performance of mergers in Libyan government banks. Specifically, the study
examines motivations behind Libyan banking mergers, and the influence of strategic fit,
organisational cultural fit, speed of integration, and effectiveness of integration on the
performance of mergers among Libyan government banks. The main conceptual
framework was based on three different schools of thoughts: strategic management
school, the process school and the organisational behavioural school. The theoretical
model was examined through a cross-sectional research design i.e. structured
questionnaire. Questionnaire data were collected from 169 managers in Libyan
government banks.

The findings reveal that mergers by government banks are seen primarily as a means to
increase market power, to be able to compete with foreign banks, to enable faster entry
to market and acquire organisational know-how. The findings also indicate that the
organisational cultural fit improves the chances of merger performance. In addition,
strategic complementarity positively influences cultural fit and integration effectiveness
as well as merger performance. Finally, the findings indicate that merger performance is
positively influenced by strategic complementarity, effectiveness of integration, and the
speed of integration.

Prior researchers primarily examined the impact of pre-merger factors and post-mergers
factors separately. This study contributes to the existing literature by developing and
empirically testing an integrative and holistic conceptual framework explaining the
influence of pre-merger and post-merger factors on the performance of banking mergers.
Hence, outcome of the study would bring clarity in understanding the relationship

between different factors influencing merger performance.



ACKNOWLEDGEMENTS

| thank Almighty Allah whose help has enabled me to complete this thesis. Sincerely
without his help and blessings, this thesis would never have been completed. Thanking
Allah requires me to thank those who have given me support and advice in completion
of this thesis. First and foremost, | would like to express my deep gratitude to Dr
Mohammad Ahammad, my supervisor and mentor. He has guided me throughout the
research process, providing intellectual support, feedback, and comments, whilst giving
space for independence for me to take the research in directions | saw fit. His
commitment to excellence and perfectionism has inspired me to always try to do better;
thanksgiving alone is not enough in rewarding him for what he has done for me to reach
this stage. Also, | would like to express my sincere thanks to Dr. Jing Wang and
Professor Musa Mangena for their invaluable expertise, constructive criticisms and
guidance throughout my study. | also extend my thanks and appreciation to the staff at
the University of Nottingham Trent University, as well as to the staff of Graduate
School, especially in their support and assistance in the administrative requirements of
the research process during my studies at the university. | would also like to gratefully
acknowledge and thank the managers in those Libyan commercial banks who
participated in the questionnaire survey. Without their help, this research would not
have taken place. | am deeply indebted to the sincerity, and time allotted by the
participants in sharing their experiences. This was the most fascinating and enriching
part of the research process that | subsequently greatly enjoyed.

A special thanks to my parents, for their support in every sphere of my life. | hope that
Allah prolongs their life. Without their prayer and good wishes, | would not be able to
finish the research project. They were sure of my in success in my studies; they were
patient, they sacrificed, struggled and suffered for me until | reached this level of
education. | hope that Allah forgives me for being away from them all these years
because of this study.

Finally, my deepest appreciation must go to my wife and my children whose support
helped me to succeed. They shared the highs and lows of this seemingly epic journey
with me and hardly ever complained during my absence. | should also thank some
people back in Libya including my brothers, sisters, relatives, and friends for their

constant emotional support and encouragement.



TABLE OF CONTENTS

N o] 1 - [o! ST RSURSSRN |
ACKNOWIEAGEMENTS ... et 1
TaDIE OF CONTENTS ..ottt e st et sreere e eesre e e e
I TS 0 I o =TSRSS Vv
TS Ao il o UL =TSP SS RS VI
LiSt Of ADDIEVIALIONS ......oviiiiiicc bbb VII
Chapter L INTrOTUCTION.........cciiiie ettt s te e e steste et e sreenaenrens 1
I = - Tod (0 | 010 o SRS PUPPRRROE 1
1.2.  Statement of the ProbIEM .. e et ccccreereee e e s s esessanneeeesesssessssnnnnes 3
1.3.  Research aim and 0DJECTIVES....ccvccveeeiiiiieiricnrretriiiicsssennreeesssesssssnnnssesssssssssssnnnns 4
1.4, ReESEAICH QUESTIONS ...ueeererriiiieiiirrnreetersiesesssssnneeesesssesssssanseesssssssssssssnnssesssssssssssnnnns 5
1.5,  Theimportance of the STUAY ....cccccceeeriiiieiiinnnreeriiiicrcsnnereeesssesesssnnnesesssssesssssnnnns 5
1.6.  Overview of the study methodology and Method ........cccceeeeericeecriineeeeeeeeenccessnnnns 7
1.7.  Structure 0Of the STUAY ...cceeeeeeceerrrcereeeeeiieeecssneeeeeeeeesesssssnneesessssssesssnssssesssssessssnnnnes 8
Chapter 2 IITEFratUIE FEVIEW .........oiviiiieiieiiiiete sttt 10
2.1 0T [ o1 1 o o TN 10
2.2 Mergers and Acquisitions (Definitions and tYPes) ..cecccceeercerreeerrieccssssnnneeenesssennns 10
221 1YL ] PP P PP POPOPPPPPPPPPPPPPPPPIR 10
2.2.2 ACGUISTTION 1euurereeeeerreeieeiiseereeeeesieeesssnseeeesssesesssssseseessssssssssssnssessssssssssssnnsssssns 11
2.3 Different types Of MEIQEIS ittt icirrrereeeetriccecssneeeeeeeeescessssenseeeesssessssssnssessssssssnns 11
2.3.1 Phases of merger and aCqUISItiON......ccevvvcerrereiricssssrcnnreeensiesesssssnneeesssssessssannns 12
2.4 The motives of mergers & ACQUISTTIONS civvieerrrcereeereiiiersssrnreeeeesiesssssssnnesesssssenses 16
2.4.1 The SYNEIgY MOLIVES....ueeeerieriiiiersrrinreeeeriissesssssnnseenesssessssssnsessssssssssssssnssasssss 22
2.4.2 OPErating SYNEIQY «.uueeeeeeeeeeeeeerssssereeeesseesessssnseesassssssssssssssesssssssssssssssssssssssssssns 23
2.4.3 FINANCIAl SYNEBIQY.uuereeiiiiiiieirrneeeeeitieieesssneeeeeeessessssssnseesesssesssssssssssesssssesssssnnnes 24
2.4.4 Managerial MOTIVES c.iiviccerrrnrreeeriiiicsssrenrteeessiessssssnnnseesesssessssssnnsasesssssesssssannns 26
245 )Y F=T ] or ) o N 27
2.4.6 To Achieve (Or INCrease) GroWth.....eeeeeeeecccsrsrnereeeesisssssssnneeeeesssesssssnnsnseeees 29
2.4.7 Increasing Market Share/ Market POWEF ........eeeeenenenenenenenenennnsnnnsnsnnnnnnnens 29
2.4.8 M&As as a Tool of Solving (or Avoiding) Banking CriSes ......cccceeerireiessssnnnnns 29
2.5  ME&A Schools Of ThOUQGNT..ccciiicceirerreeetiicccsrnereeessssscesrnenreeeessssssssssnnnesessssssnnns 30
251 The Capital markets school (Financial economic school) .....ccceveeeeeeeneeeennn. 32

25.2 Strategic management SCNOO0I .......ueeeeeeemenenenenenenenenennnsnensnsnsnsssssssssssssssnsnnnnns 32



253 Organisational Behaviour SChool..........ceviieeiiiiiiieiiiinieeinniieenneeecssnnee 34

254 Process Perspective SChOOL......uueeeeeiiiccerrrenereeeriiesecssnenereeesssesesssnneeeesssssennns 35
2.6 Review of factors influning the M&A performance.......ccccceeeeerrccecsncnneeeensnenenns 36
26.1 Choice Of StrategiC Partner......cccceeiiiiieeeiiiisneeiiininesineesssssresssssnsesssssssees 36
2.6.2 Pay the Fight PriCe ettt 36
2.6.3 Target eValUALION....cccccvceereereesccccrenreeeeessssesssnnnnseesesssessssssnnnssesssssssssssnnnnenasss 37
2.6.4 Synergy Potential......ccccceeeeeeceerineeeeeneesncccssenneeeennas Error! Bookmark not defined.

2.6.4.1 Cooperation between merging firms in the area of operational capabilitiesError!
Bookmark not defined.

2.6.4.2 Transfer of functional capabilities between merging firms. Error! Bookmark not
defined.

2.6.4.3 Transfer of general managerial capabilities between merging firms......... Error!
Bookmark not defined.
2.6.5 Integration Strategy ....ccccceeeeeecrrneeeeeeenseecesseneeeeennas Error! Bookmark not defined.
2.7  Speed of iNtegration .....cccccceeeeececrirneeeeeeeneeccesssnnneeeennas Error! Bookmark not defined.
2.8 Implementation of management team......ccceeeeeereisineeennnne Error! Bookmark not defined.
2.9 COMMUNICALION wevvrerrrriererrrnnreeersissesssssnnneesesssesssssnnseasesss Error! Bookmark not defined.
2.10 The impact of cultures on M&A performance .............. Error! Bookmark not defined.
2.10.1 Definition of CUUre...ccccceeveereeeereecccccnenreeeeeseeeeens Error! Bookmark not defined.
2.10.2  CUUIE Fil..ueeeeeeeeiiiiccrrrenreeeesiissesssnenneesesssesenns Error! Bookmark not defined.
2.10.2.1 National CUlture Fit....ccccvvcceeeeriiiicssnsnenneeeeeniesennn Error! Bookmark not defined.
2.10. 2.2 Organisation culture definition .......cccveevueeereinnes Error! Bookmark not defined.
2.10.2.2.1 Organisational culture issues in the context of mergers and acquisitions
......................................................................................... Error! Bookmark not defined.
2.10.2.2.2 Contact between two distinct cultures............... Error! Bookmark not defined.
2.10.2.2.3 Culture clash in M&AS ...uueeeeeeeeeeceirenreeeeeneeeennns Error! Bookmark not defined.
2.10.2.2.4 Conflict and resistance to change .....ccccceeeveeenne Error! Bookmark not defined.
2.10.2.2.5 TeNnsion and StreSS....ccevvrnrreeerrsssessssnnreeeeessssesns Error! Bookmark not defined.
2.10.2.2.6 How culture influence the implementation of M&A....... Error! Bookmark not
defined.
2.10.2.2.7 Culture differences and level of integration ...... Error! Bookmark not defined.
2.10.2.2.8 The relationship between Organisational and national culture............. Error!
Bookmark not defined.
2.10.3 Challenges & problems in post merger integration......c.cccevveereriinicssssssnnnenennns 38
2.11  Performance Measurement in ACQUISITIONS.....ceeeeereiricerrsrnnreeesssesessssnnneeesssssannns 41
2.11.1 M&As and accounting-based MEaSUIES ....ceveceerrererreereissessssnnnreseessesssssannreseess 42
2.11.2 M&As and stock-market-based MEaSUIES ...ccccvveerreiiiiiiiisissnnneeeissnesssansseseenns 43

2.11.3 Subjective indicators of PerfOrmMancCe ......civcceevvcerreiiiiniisissseeressssnesssasssessen a4



2 2 O] o [of 1Y o] o ISR 45

Chapter 3 Libyan context and Banking SECLOK ..........cccccivvieieie e 47
R T0 R 11 0o ¥ o [ o 47
3.2 Libyan Political Economy: AN OVEIVIEW .....eeeeeeeeeecernennes Error! Bookmark not defined.
3.3 Libyan economic enViroNMEeNt ......cceveeeesrrnneeeesssssesssnnnnes Error! Bookmark not defined.
3.4 Libya’s economiC refOrms.....ccccevvceeeeiiiiiicinnnnnnnenennienennns Error! Bookmark not defined.
3.5 The Libyan financial SECtOr ........ccovvverriirneeirisieeesiisneenn. Error! Bookmark not defined.

3.5.1 A historical overview of the Libyan banking SeCtor ......ccccevvveerereeercccrrrnneeeennn. 49
3.5.2 The Central Bank of Libya....ccccccerreeeecerrenneeeennieeenns Error! Bookmark not defined.
3.5.3 Libyan commercial banks .......cccoceeiiiieeeiiiiseeeiiinnns Error! Bookmark not defined.
3.5.4 Private Commercial DanK........ccoveeiiiiiieiiiiiiiiiiiniiicinieecnnneeneeees 53
3.5.5 SPECIialiSEd DANKS...cciiiiiieerieereeriireceessenreeeeesreeeesssnnreeesesssessssssnnsesssssssssssannresenns 53
3.5.6 Factors affecting the Libyan Banks' performance (before merger) ......ccceeeeee... 53
3.5.7 Reforms of the Libyan banking sector.......ccccceeeeeeee. Error! Bookmark not defined.
R TG I O0]  01 0] o] 56

Chapter 4 Conceptual FrameWOrK..........c.ccoiiiiiiiieiiisisie e 57
o 111 (T [ Tod o o] P 57
4.2 The strategic management SCHOO0I ......ciiiiieirrrnrreieriiiicsnrnrereeessiesssssnnneeesssssesssssnnnns 58

4.2.1 STrategiC fileceiiiieeerrrrerreereerieerisenneeeeesseseessnneeeeeeessesssssnnseessssessssssnnsssessssssssssnnnns 58
4.3 The organisational behaviour SChOOL.......cccccvveeeeeeiiiccccsrnneereeeesiccecsrnneeeeeeseseessssnnnee 59
4.3.1 OrganiSational fit .......ceeeiricirrrrcnreereiiieiessissnreereisiessssssnneeeesssssssssssnnssesssssssssssnnnns 59
4.4 Process perspective SCRO0I .....ccueeeiieiiiiiiccnienrreccninsccssenenneesesssesssssnnnsesesssssessssnnnns 60
4.5 Research model and NYPOTNESES....uueeeeeeiereeeirrnreeeeerieieessssneeeeeeessesessssnseeesessssessssnnnnes 61
4.5.1 Strategic similarity, complementarity and organisational cultural fit............... 62
4.5.2 Synergy potential (similarity and complementarity Synergies) ....ccccceeeeeeeennnee 63
4.5.3 Strategic similarity, complementarity and speed of integration.........cccceeeeuneeen. 64
4.5.4 Organisational cultural fit and M&A performance........cceeveeeerrvcneeereessesssssannes 64
4.5.5 Organisational cultural fit and effectiveness of integration .........ccccceeeeeecercnnns 65
4.5.6 Organisational cultural fit and speed of INtEGration ......ccceeeeeeeervveeeeeeeeeeececnnnnee 65
4.5.7 Effectiveness of integration and M&A performance.......ecceeeeecevveeeeeeeeeeccessnnnne 65
4.5.8 Speed of integration and M&A PerformanCe.....ccccceevcereeerrieressrsneereeesssessssannns 65
G @0 o] U1 (o] g 66

Chapter 5 Research Methodology ..........cooiiieiiiiei e 68
S J00 A 1 0o [ o1 1 o o T 68
5.2 Research philoSOphY ....ceiecciieeiiiiiiiiienrnreerrr e 68
ST A I =) T 68



5.2.2  ReSearch paradigms ..ccccccceereeiiiiiiiiininnininiiiiissssssiessisissssssssessssisssssssssssssssssssss 71

5.3  ReSearch Method .......ceveeeiiieiiiiiinieiiinrr e 73
5.3.1 Quantitative and qualitative MethOdS.....eeeeeeeeeeerrrerreeerriccccrrneeereeeessecesssennneeeenns 73
5.3.2 Research approach adopted in this STUAY ......cceevvveeriiiseeiiiisineeiinsnrennneeesssneees 75
5.3.3  DALA et s s s s s s s sa s sa e e e a e sa s 75
5.3.4 THE SAMPIE.ceeeeeeeiiiiieerrneereereerieesrsenreeeeessesessannneeesssssesssssnnnresssssasssssannnenesns 76
5.35 Questionnaire deVEIOPMENT.......eeeeeerrieeecrrrnereeeeesreeesssannneeesssssesssssanneeseens 78
5.3.5.1 Measurement of VariableS.......coccviveiriseeiniseeiiiieiniieieccecsee s 79
5.3.5.2 Merger and acquiSition MOTIVES .....eeerrirsereriisineersisineesiissneeiesssnessssssesssns 79
5.3.5.3 Organisational culture dimenSioNS......cccceereiiieeeiniiiieeiniisneeiesnreesseeesnns 79
5.3.5.3.1 Innovation and action orientation (5 iteMS) .....ceeeereeerrreerereessecesssnneeeeenes 80
5.3.5.3.2 Risk-taking attitude (5 ItEMS) ...ueeeeeeerrreieerrsereeereeeiecssssseneeesessesessssnnseseens 80
5.3.5.3.3  Lateral integration (4 iteMS)..ccccccceeeerriirersrcnnrreensissesssssnnressssssssssssnnsesesss 81
5.3.5.3.4  Top management coNtact (3 iteMS) .ccciieeerrrcnrreerririessssnnnereresssessssssnnreseees 81
5.3.5.3.5  Autonomy and decision-making (5 itemMs).....ceeerrrrierrrrnnnrreressicssssssnnnenennns 81
5.3.5.3.6  Performance orientation (3 iteMS) ...ccceceeerrreeeeerrrrrecsssneereesessesesssnnreseans 81
5.3.5.3.7 Reward orientation (4 itMS) ....ccccceeerrreeeerrsnnreeerseesecsssssenressessesssssnnseseess 82
5.3.7 PIlOT STUAY ceeiiieeeenreeriiiieiessnerreeressscssssennresesssssesssnnnnsnesssssssssssansnasesssssssses 86
5.3.7.1 The first stage Of the Pilot STUAY ....ceereeeiriiieiricrrreeriiiiccsrenereeesssesssssennreeeeens 86
5.3.7.2 The second stage of the pilot study: translation to ArabiC.....ccccceeeerunereeennn. 87
5.3.7.3 The third stage of the PIlot STUAY .....cceeeeerrieiecriieeeeerinencccrrneereeeeeseeessssnnreeeenns 87
5.3.7.4 The fourth stage of the pilot study: INTENVIEWS ...eeeeeeeeeeeecrrrreeeeeeeeneccesssnneeeeenns 88
SRS DL 1 r= W o{o] | [T o1 o] o 89
5.3.8.1 SUrVeY adminiStration ......ccccceeeeieeessrcnnreeeerissesssssnrneesssssesssssnnseesssssssssssnnsesesss 89
5.3.8.2 Stages of data collection by qUESTIONNAITE.......cccveeeerreereerrrnnreeeeenseeesssnneeeeens 90
5.3.9 Reliability and VAlidity ..cccccevvereerierieieerinneeeeeeieeccssssnneeeeessesessssnsessesssssessssssnssesssss 92
5.3.9.1 REHADIITY ceceeereeeeeeeeeiieciieeeeeeeeeiccessseneeeeeeseeeessssneeesessssesssssssssessasssssssssnnsessans 92
ST I £ 11T ) 2 92
5.3.9.3 NON-FESPONSE DIAS.cciiieerrrrnrreerersiesssssnrreeessissessssssnsessssssesssssanssessssssssssssnnsasesss 93
5.3.9.4 REtrOSPECHIVE DIaAS.cciiiieeerreereeterricieisenreeeeetieseessnneeeeesessessssssensessessessssssnnseseans 94
5.3.9.5 Common Method DiaS.....cccerivueeriieiiiieiiiieiieinie s 95
5.3.10 DAt @NAIYSIS ..uuueereeeeriiriesrrssnreeressiesesssssnneeesssssssssssannressssssssssssssnssessssssssssannnasssses 97
5.4 Limititions of Conducting the RESEAICH ....uuueiiiiiiicirrerrreeerrrccccnerrree s enneeeeeens 98
ST T O] 01107 o] 99
Chapter 6 FINAINGS & ANAIYSIS......ccoiiiieeieeeee ettt nee s 100
6.1 DeSCriPLIVE STAtISTICS .iiiriirririnrrreiiiiniiisisnnnietttrissssssesseessssssssssssssssesssssesssssasssasssnas 100
6.2  ResSpoNdent POSITION ....eeeeerriiiiiniiiiinenritiiiiinisssesseessssssssssssssssesssssssssssasssassssas 100



6.3 Job experience of the reSPONUENtS. .....cevcvveeiiiisiueeiiiiieeeiniieee e 100
6.4  Previous M&A EXPEIFIEICE .ccuiiirreerrrrnrrererrissessrssnnreesesssssssssansresasssssesssssansresssses 101
6.5  NUMDEI Of EBMPIOYEES ...uueeereeerrieiecrrrenreeeeeriseessrnnnreesesssssssssannsessssssssssssansressanss 102
6.6  GOVErnNMENt OWNEISHIP uueeiiiisiureiiiisieiiiisneeeisinee i ssnre s sssase e s sssssseesessnnne 102
6.7  Motivation behind mergers in Libyan Danks.......ccccevveeeiiiieeeiiiiineeniinsneeniinnnee 103
6.7.1 To gain efficiency through SYNergieS.....ceiucceerrceeeeerriieecsrsneereeessseessssannneseens 104
6.7.2 To acquire NEW growth DUSINESS. ....eeeeereericcrrrrnneeeersiseecsssnnereessssessssnnnneseess 104
6.8  Factors influencing performance......eeeeiecceerrreereereeercccesrnneeeeeesssecssssennseseens 105
6.8.1 Assessing the measurement MOdelS......covvueeiiiiieeeiiiiieeniiinieeniee e, 105
6.9  Results of hypotheses tESTING ....eeeirerrereriisieeiiiisieeiiniereiessree e ssssseesesaaee 108
6.10  ANalysis O fINAINGS ceeeeerrnrreeerririccrrerreereeriesessrnenreesesssessssssnnsesesssssesssssannrensans 112
6.10.1  Strategic complementarity and organisational cultural fit.........ccceeevuvereennn. 112
6.10.2  Strategic complementarity and integration effectiveness ......cccveveeerrrennreeennn. 112
6.10.3  Strategic complementarity and merger performance......cccccceeererecsssrannreneenns 113
6.10.4  Organisational cultural fit and integration effectiveness.....ccccvereccrrennreeennn. 114
6.10.5 Organisational cultural fit and speed of integration........cccccceeeeercccrrrenneeeeenn. 115
6.10.6  Integration effectiveness and M&A performance .....ccccevveeeeeeeeercccssenneeeennns 115
6.10.7  Speed of integration and M&A PerforManCe......cceieiceerrrcnmreeeriresesssssannrenenns 117
6.11  Academic CONtribDULION ....ecivveiiiiiiiiiieiiieicte e eeane 118
6.12 Managerial CONFDULION ..cceieiiieiccireereeeeeiiccccrneereeeeessceccssennreeeseseseesssannreneanas 121
G T @0 o] U o g 122
Chapter 7 CONCIUSIONS. ......c.ciiiic ettt sttt e s be e e sresbeestesbeeraesteas 124
7 10T 18 1T o R 124
7.2 Summary of research FiNAiNgS...cccovverrereriiiiersicnnreeeeisicssssssnnneeesesssesssssennreseess 124
7.2.1 MOTIVES TOF MEBIQEIS.ciiiieirierreeeeiiiessrrsnnrreesesssessssnnnneesesssesssssannnssesssssssssssnnnns 124
7.2.2 Pre-M&A factors in banking Merger ... eeeeeiiccesnicenreeneiniccssssnnneeesesssennns 124
7.2.3 Post-M&A factors and Libyan banking Merger......coeeeeeeeeeceecssneeeeeenseneenns 125
7.3 Limitations 0f the STUAY ...eeeeeeeiicceeiirnreeeeeiecccccrneeeeeeeeseccesssnneeeeeesssessssnsnnsessenas 126
7.4 Recommendations for Future ReSEarch .........ccceveeiiseeriseeiiseeiiseenisnecsinecnnne 127
7.5  Personal ReflectionsS ....cccceerisvueeiiiisineesicisneensissneennnens Error! Bookmark not defined.
L] 1=T =T o 129
F N o N1 O 161
F N e N1 162
N e N 15 G 170
APPENDIX 4 i 171
APPENDIX S i s 172
F N et NI 173



APPENDIX 7



LIST OF TABLES

Table 2.1: summary of selected studies on M&AS phases.................ccceevinvinnnn, 13
Table 2.2: A summary of Empirical study on Theories of M&A Motives............. 18
Table 2.3: Overview Four Schools of Thought.................c.ocoi, 31
Table 2.4: Studies that Examine the Role of National Culture

INn Mergers and ACQUISITIONS. .........ouiiriit i 65

Table 2.5 :Studies that Examine the Role of Organisational Culture
IN Mergers and ACQUISITIONS. ... ..o.iuteetit e e 67
Table 2.6 Studies that Examine the Role of National and Organisational

Culture in Mergers and ACQUISITIONS. .........oiiriirit e e 68
Table 2.7 : M&As and accounting-based measures...........o.o.ooveveviiniininiininnnn, 74
Table 2.8: M&As and stock-market-based measures ...............ocoeeviviiniinnnnn. 75
Table 3.1: List of commercial banks operating in Libya as of 2010..................... 90
Table 3.2: Rates of Libyan currency against foreign Currency.......................... 101
Table 4.1: Thritecal basis Of M&A.........oiiiii e, 106
Table 5.1: Key features of positivist and interpretivist paradigms................... 121
Table 5.2: Fundamental differences between quantitative and qualitative

FESEAICN SHAlEgIES. .. .ttt e e e 124
Table 5.3: Variables studied, source of instrument and number of items ............. 134
Table 5.4 : Response rate for the questionnaire SUrvey................cccocevene cenen. 140
Table 5.5: Comparison of early and late respondents..................ccoeviiinnnnn 143
Table 5.6: Comparison of 2007 and 2008 acquisitions........................... . 144
Table 5.7: Total variance explained................cooiiiiiiiiiiiiii s 145
Table 6.1: JOD title ... 148
Table 6.2: JOD EXPEIIENCE. .. . vt 149
Table 6.3: Previous M&A EXPErienCe. .......ccouuiiriniiiiiiii e 149
Table 6.4 : Number of emplOYees. ... ..o 150
Table 6.5 : Ownership banks. .........cooiiiiii e 150
Table 6.6: Relative Importance of Strategic Motives for

merger and acquisition by Libyan banks...............ccooiiiiiiiiiii 151
Table 6.7: Overview Of CONSIIUCES. .......ovvie e 154
Table: 6.8: Discriminant validity ..o 155
Table 6.9: Latent variable correlations and discriminant validity...................... 156
Table 6.10: Hypothesis testing using Partial Least Square (PLS) path model....... 158
Table 7.1: Hypothesis testing using Partial Least Square (PLS) Path model......... 173

\



LIST OF FIGURES

Figure 1.1: Global M&A aCtiVity.........coouiiiiniiniint e e e aaen . 2

Figure 1.2: TheSiS StrUCTUIE. ...t e 9
Figure 2.1: A Three Stage Model of Mergers and Acquisitions process................ 14
Figure 2.2: A Four stage model of M&AS ProCess...........covevviiiiiiiiiiiinan.n. 15
Figure 2.3: Types of acquisition integration approaches.....................cccoeviinn 46
Figure 2.4: Three levels of organisational culture...................coooviiiiiiiiiiiinn. 56
Figure 3.1: Structure of the Libyan Banking System......................c.ooiinnn.n. 83

Figure 4.1: Effect of pre-merger and post-merge factors on M&A performance... .115

Vil



AVE
CAPM
CARS
CBL
CEO
EPS
HR
LBS
LD
LIA
M&A
NBL
PLS
ROA
ROE
ROI
ROS
SBU
SEM
S.D
UN
U
V.P
RBV
NPV
CFA

LIST OF ABBREVIATIONS

Average variance extracted
The capital asset pricing model
Cumulative abnormal returns
Central bank of Libya

Chief Executive Officer
Earning per share

Human Resource

Libyan banks sector

Libyan Dinar

Libyan Investment of Authority
Merger and Acquisition
National Bank of Libya
Partial Least Square

Return on Assets

Return on Equity

Return on Investment

Return on Sales

Strategic Business Unit
Structural Equation Modelling
Standard Deviation

United Nations

United States

Vice President

Resource Base View

Net Present Value

Confirmortory Factor Analysis

Vil



Chapter 1 INTRODUCTION

1.1. Background

Over the last few decades, mergers and acquisitions (M&A) have become a popular
strategic choice for companies around the world wanting to grow and expand
(Cartwright and Schoenberg, 2006; Lodorfos and Boateng, 2006; Bauer and Matzler,
2014). M&A activity is playing a progressively more important role both in terms of the
number of deals being made and their value (Bertrand and Zuniga, 2006). Worldwide,
the total value of deals completed between 1998 and 2000 was nearly $4 trillion, which
is more than the total value of all deals completed during the preceding 30 years (Hitt et
al., 2000). Since then, the rise has been dramatic, with global M&A deal value
increasing by 53% to $3.11 trillion in 2011, up from $2.03 trillion in 2010 (see Figure
1.1). Similarly, the global volume of M&A deals rose from 27,460 transactions in 2010
to 30,366 in 2011, an 11% increase according to the 2012 Wilmer Hale report on M&A
activity. Average global deal size also grew to $102.6 million in 2011, up from $73.8
million in 2010.

Looking at the regional trends, the figures show that in the US, the volume of M&A
activity in this period was fairly steady, increasing 7%, from 9,238 transactions in 2010
t0 9,923 in 2011. However, US deal value jumped by 79%, from $887.3 billion in 2010
to $1.59 trillion in 2011, following a spate of large transactions (Weber et al., 2014). In
Europe, both deal volume and deal value increased from their 2010 levels. Deal volume
increased 15%, from 11,736 transactions in 2010 to 13,501 in 2011. Boosted by a
number of large transactions, total European deal value increased by 91%, from $780.5
billion to $1.49 trillion. The Asia-Pacific region also experienced growth in deal volume
and value. The number of Asia-Pacific deals increased 12%, from 7,970 transactions in
2010 to 8,905 in 2011, whereas aggregate deal value increased 26%, from $652.5
billion to $822.2 billion. According to Bloomberg’s M&A report of 2012, China’s
appetite for buying opportunities continued to increase, with $158 billion’s worth of
deals announced in 2011, a moderate 9% increase from $145 billion in 2010 (Weber et
al., 2014). M&As have clearly become increasingly important in business life as they
not only provide unique opportunities for the acquirer to grow rapidly but also give
access to new markets which an organisation might otherwise find difficult to develop

on its own (Harrison et al., 2001).
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In parallel to this rise in activity, the rate of M&A failure remains high globally (Bauer
and Matzler, 2013; Bouwman, 2013). Child et al. (2001) found that about 50% of all
M&As fail (Child et al., 2001, p.20), while a study conducted by KMPG revealed that
only 17% of acquisitions generated value for their shareholders, while 53% destroyed it
(The Economist, 1999). Although several causes of M&A failure have been identified,
including inadequate strategic rationale behind the deal, purchasers paying too much,
and poor pre- and post-merger planning and management (Cartwright and Cooper, 1993;
Bundy, 2007; Bargeron et al., 2012), many researchers blame cultural differences for
the high failure rate (Buono and Bowditch, 1985; Cartwright and Cooper, 1993b; Bundy,
2007; Vaara et al., 2010; Teerikangas and Very, 2006; Weber et al., 2012). The factors
that influence the decision to merge are primarily financial and strategic (Cartwright and
McCarthy, 2005), so managing the culture is often a low priority for managers
consumed with the deal’s financial and strategic aspects (Marks and Mirvis, 2011).
However, some authors consider the cultural fit even more important than the strategic
or financial fit (Cartwright and Cooper, 1993a; Chatterjee et al., 1992; Weber, 1996;
Weber et al., 2012). With this in mind, it seems there is now a need for exploratory
research to develop a conceptual approach that will allow investigation of how
organisational cultures interact and how these interactions influence the management of

the post-acquisition process.

{in bil. USD)



1.2. Statement of the problem

As suggested above, the difficulty of making M&As succeed has been traced back to a
number of causes, including inadequate strategic rationale, lack of pre-acquisition
evaluation and inappropriate management of post-acquisition integration (Haspeslagh
and Jemison, 1991; Schweiger et al., 1994; Morosini, 1998; Schweiger and Goulet,
2000; Ranft and Lord, 2002; Bundy, 2007; Bargeron et al., 2012).

An important post-merger issue within the vast M&A research reflects on the post-
merger integration process. From a practical perspective, speed of integration and
effectiveness of integration should be seen as crucial tools to influence the M&A
performance in a positive way. In a study conducted by Mergermarket (2007), 25% of
the respondents said they would have integrated much quicker than actually realized
(Mergermarket, 2007, p. 12). In a paradoxical manner, the vast body of M&A literature
largely neglected this field of research (Homburg and Bucerius, 2006, p. 347).
Therefore, further research is required to understand the impact of speed of integration
and the effectiveness of integration on the performance of M&A. The present study
intends to examine the impact of speed of integration and effectiveness of integration in
M&A.

Prior research has largely focused on post-M&A issues (e.g. Jemison and Sitkin 1986b;
Haspeslagh and Jemison, 1991). Only cultural issues were investigated in the pre and
post-M&A context. However, existing research findings on cultural issues are
inconclusive. While some authors argue that the fit between the two combining
management teams is one of the most important determinants of M&A performance
(Markes, 1982; Shrivastava, 1983; Weber, 1996; 2011), others claim there is no
relationship between culture and M&A performance (Cartwight and McCarthy, 2005;
Teerikangas and Very, 2006; Stahl and Voigt, 2008). In other words, there is no clear
consensus on this issue.

In general, the role of pre-M&A issues in the success of the implementation phase has
not been the subject of extensive research (see e.g. Schweiger and Goulet, 2000) and
calls have been made for more research into its effect on the acquisition process
(Greenwood et al., 1994; Schweiger and Goulet, 2000). The process perspective on
acquisitions (Jemison and Sitkin, 1986b; Haspeslagh and Jemison, 1991) introduced the

need to consider the importance of pre-acquisition issues in M&A such as strategic fit



and cultural fit. The present study aims to examine the impact of strategic fit and
cultural fit.

Furthermore, despite the fact that M&A has been a major topic of academic research for
more than three decades, the vast majority of these studies have focused on the
developed industrial countries of Western Europe and America (Radian, 2006). Even
international studies have focused on these countries and neglected the developing
countries. Consequently, many studies suggest that further research is needed in
developing countries (Belal and Cooper, 2011; Gao et al., 2005; Jamali, 2007; Sobhani
et al., 2009). Abood (2013) argues that: Very few studies are available on M&A
practices in developing countries.

Given the different socio-economic context of developing countries, it is important to
learn about the M&A practices in those countries. In general, studies that have looked at
M&A, specifically the levels of integration within the business sector in developing
countries, are limited (Abusneina, 2007). As globalisation continues to alter the
traditional balance of power between developed and emerging nations, businesses from
emerging markets are vigorously challenging the hegemony of their international
counterparts (Bengdara, 2007). Given this scenario, scholars and researchers have
consistently called for more research in the area of M&A and the growing influence of
emerging markets and their leading companies. The issue is especially relevant to
Libya’s banking sector (LBS), which is one of the most important and at the same time
most sensitive structural constituents of the country’s economy (EI-Shukri,2007;
Abusneina, 2007). In recent years, Libya’s changing economic and political
circumstances and its increasing openness to the international market have attracted

foreign companies into the country (Rennack, 2006).

1.3. Research aim and objectives

The research aims to investigate the impact of pre-merger and post-merger factors on

merger performance in Libyan government banks.

The specific objectives of the thesis are:
Objective 1: To identify the motives for merger in Libyan banks.
Obijective 2: To investigate the impact of pre-merger factors on merger Performance.

Objective 3: To examine the effect of post-merger factors on merger performance.



1.4. Research questions

A number of research questions are arising from the research aim. This study intends to
answer the following research questions:
1) What are the motives for merger in the Libyan banking sector?
2) What are the impacts of pre-merger factors such as strategic fit and
organizational cultural fit on merger performance?
3) What are the impacts of post-merger factors such as speed of integration and

integration effectiveness on merger performance?

1.5. The importance of the study

Merger and acquisition play a crucial role in a firm‘s short-and long-term success and
failure (Lodorfos and Boateng, 2006; Bauer and Matzler, 2014). For that reason, M&A
IS a very important managerial activity and a contemporary date understanding is
necessary. The topic of M&A has been an area of interest to researchers for a long time,
especially when contradictory results are reported by some researchers regarding the
elements that affect the merger performance and the effects of these elements with each
other. (e.g., Datta et al, 1991; Weber et al., 2014). Because of these contradictions,
meaningful generalisations about the subject have not been possible (Sharfman and
Dean, 1991: Elbanna and Child, 2007). Different cultural drivers apply in the markets of
developing countries compared to markets of developed countries (Hofstede, 2001;
Turner and Trompenaars, 1997). Since previous research into the culture issue has
produced some inconsistent findings (Weber et al., 2014). Most management
researchers and practitioners have argued that, particularly in the case of M&A, cultural
fit is critical to performance (for example, Cording et al., 2008; Ellis et al., 2009;
Puranam and Srikanth, 2007; Weber et al., 1996; 2012; Weber and Tarba, 2012). Some
researchers found a negative association between cultural differences and various
measures of performance (Chatterjee et al., 1992; Datta, 1991), while several have
found that cultural differences can have both negative and positive effects on post-
merger performance (Ahammad and Glaister, 2011; Reus and Lamont, 2009; Vaara et
al., 2011; Weber et al., 2011). However, prior research has generally focused on
national cultural fit as determinants of merger performance; organisational cultural fit
have received considerably less attention, and what literature there is limited,
fragmented and anecdotal (Buono and Bowditch, 1989; Datta, 1991; Davis, 1984;
Marks, 1982). However, the effect of organisational cultural fit is particularly relevant

in Libya’s case. Merger activity in the Libyan banks sector has taken place in a context
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significantly different from that described in most previous M&A research studies, in
that merger decisions have been made not by top managers but by the Central Bank,
which has put together banks with very different organisational practises and cultures.
Therefore, an examination of the impact of organisational cultural fit on merger success
is critical in understanding the performance of Libyan banking mergers. There is a
growing perception of the importance of the post-merger or integration phase
(Cartwright, 2006; Larsson and Finkelstein, 1999; Stahl and Voigt, 2008). However, an
isolated perspective on a single phase disregards the interdependencies of the M&A
process such as pre-M&A process and post-M&A process (Cartwright, 2006;
Haspeslagh and Jemison, 1991; Larsson and Finkelstein, 1999). Since M&A
performance depends on premerger issues as well as on post-merger issues (Bauer and
Matzler, 2014; Stahl and Voigt, 2008), further research is required to understand the
interdependencies of between pre-M&A issues such as strategic fit and cultural fit, and
post-M&A issues such as speed of integration, effectiveness of integration, and their
effects on M&A performance. This study aims to examine the impact of pre-M&A and
post-M&A factors on the performance of banking mergers. Furthermore, the majority of
existing research focuses on M&A from the perspective of the US (Seth et al., 2000),
the UK (Glaister and Ahammad, 2010) and other European countries. However, very
few articles have dealt with the M&A activity in the Middle Eastern countries (Metwalli
and Tang, 2003). Since there are major economic and cultural differences between US
and European firms and Middle Eastern firms, the findings of the existing research may
not be applicable in the latter context (Abdo and Al-drugi 2012). Attempting to
generalise the findings of these studies to developing countries can be unfair since the
stage of economic and social development as well as the national and culture
differences are likely to be a significant factor affecting the banking market in general
and M&A in particular (Sahajwala and Bergh, 2000). In this context Koch and
Macdonald (2003) argue that banking merger theories and practices developed in the
industrialised countries may have only limited applications in the context of developing
countries. Therefore, further research is required in the context of Middle Eastern
organisations such as Libyan banks. The banking industry is chosen for this study
because of its significance. Banks exist in hypercompetitive environments and must
provide acceptable returns to shareholders or go out of business. To operate under the
objectives of profit maximization, they need to consider factors influencing merger
performance. Banks were amongst the biggest in Libya companies in terms of the

number of employees and size of capital. The commercial banking sector is a core part
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of the Libyan economy, and modernization efforts have been made in recent years to
uplift standards to international norms. To the best of the researcher’s knowledge there
has been no in-depth research study conducted that contributes a comprehensive
understanding of banking merger in Libya. This study will, therefore, be a first to focus
on M&A in Libya’s banks. It is a response to the calls that have been made in a number
of previous studies for further research to be undertaken in developing countries in
general, and Libya in particular, to clarify the relationship between pre-merger, post-
merger and M&A performance and attempt at covering this gap by analysing and
evaluating the performance of the current Libyan banking merger. Finally, the results of
this study, particularly the theoretical framework for banking merger will be of real
value to the commercial banks to improve their soundness and stability. By providing
an in-depth analysis of Libyan commercial banking, the study will help to reform and
improve the present banking system and the economy as a whole. Also, the theoretical
framework and other findings may be applied to other developing countries that have
similar economies and systems of banking. Furthermore, recently there have been
several attempts in Libya to move forward privatisation of the economy and to
encourage foreign banks and firms to invest. This study will therefore provide basic
information about the Libyan economy and banking system, which is necessary for
anyone involved in the area of financial administration. This study is also very
significant to the researcher personally, since he was a staff member in commercial
banks that have been merged and is expected to continue carrying out this responsibility

following the completion of this study.

1.6. Overview of the study methodology and method

This study mainly uses a positivistic approach, which is a mainstream of management
research (Hopper and Powell, 1985; Chua, 1986; Ryan et al., 2002). It takes an
objective view of society, regards individual behaviour as deterministic, and uses
empirical observation. Luft and Shields (2003) emphasise the importance of clearly
defining the unit of analysis. The unit of analysis in management studies is typically at
the organisational or individual level; in this case, the unit of analysis is the individual
manager. The study employs quantitative data, which were gathered from 169 managers
in three different organisations by means of a questionnaire survey (sent to 486
managers). The organisations represent three different sectors within the LBS. The data
were then analysed using the Partial Least Square approach. Prior to the main analysis,
preliminary tests were performed for nonresponse bias, validity and reliability.
7



1.7. Structure of the study

This study is organised in the following way.

Chapter One introduces the research background, research objectives and questions
before briefly outlining the research approach and data collection and analysis methods.
Chapter Two reviews the existing literature relating to the acquisition management
process. It focuses on four key issues: the definition of M&A; types of M&A,; stages of
M&A; the motives for mergers and acquisitions and the factors influencing the
performance of M&A, particularly organisational culture, strategic fit, speed of
integration and effectiveness of integration. Chapter Three describes Libya’s banking
sector, while Chapter Four presents the conceptual framework and hypotheses that
shaped the study.

Chapter Five discusses the research methods, including the choice of research design,
data collection procedure, operationalisation of the constructs, and the response rate.
The findings regarding the motives for acquisition are presented and discussed in
Chapter Six provides the findings and discussion in relation to the motives of merger
and factor that effect pre and post merger issues on merger performance. Chapter Seven
presents the conclusions, including the limitations of the research and recommendations

for future study.
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CHAPTER 2 LITERATURE REVIEW

2.1 Introduction

The objective of this chapter is to review the literature on M&As. The chapter begins
introduces the reader to the basic conceptions of M&As such as the definition, different
type of merger. Section two provides a review of phases of M&As. Section three
provides a review of research on motives of M&As. Section four provides an overview
of the M&As literature dividing it into four schools of thought: the capital markets
school, strategic management school, organisational behaviour school and the process
school. The final section provides an overview of the pre and post M&A stages. The
pre-M&A stage include choice of strategic partner, paying the right price, target
evaluation, synergy potential. In the post-M&A stage, a number of factors
influence the performance of M&A such as integration strategies, speed of

integration, the implementation of management team

2.2 Mergers and Acquisitions (Definitions and types)

In this section is to review literature on merger and acquisition. Specifically, the chapter
starts with the definition of M&As.

Before describing the different types of merger, it should be stated that despite the fact
that in this research make no distinction between the terms “mergers” and “acquisitions”

and they will be used interchangeably to indicate the same thing (Weber, 2003).

2.2.1 Merger

Gaughan (2011: 12) defines mergers as “a combination of two corporations in which
only the one corporation survives and the merged corporation goes out of existence”.
Meaning that in a merger, the acquiring company takes over the assets and liabilities of
the merged company. Sherman (2010: 3) defines a merger as “a combination of two or
more companies in which the assets and liabilities of the selling firm(s) are absorbed by
the buying firm. Although the buying firm may be a different Organisation after the
merger, it retains its original identity”. Two completely separated companies agree to
form a new entity (Marks and Mirvis, 2010, p. 12).

A combination of two or more companies in which the assets and liabilities of the

selling firm(s) are absorbed by the buying firm. Although the buying firm may be a
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considerably different organisation after merger but it retains its original identity
(Sherman and Hart, 2006). In simple words it is a process through which business of a
firm is taken over by another firm and the target firm ceases to exist (Pautler, 2001).

According to Cowling et al (1980:1) merger “can be defined as the coming together of
two or more enterprises to form a new enterprise”. Mergers can still be distinguished
from acquisitions by the fact that a merger takes place with the mutual agreement of the
management and shareholders of both companies, usually through an exchange of

shares.

2.2.2 Acquisition

An acquisition is “to take over ownership of another Organisation, firm, company etc.”
(Sherman and Hart, 2006).

An acquisition occurs when the management of an acquiring firm makes a direct offer
to the shareholders of the target firm, taking control of it. While some acquisitions
processes may be friendly, others may be hostile (usually described as a takeover). Also,
while in a merger the new venture often reflects a neutral name, in takeover the identity
of the acquired company is often subsumed within that of the acquirer.

On the surface, these distinctions may not matter, since the result is often the same; two
(or more) companies that originally had separate ownership are now operating together

to obtain some strategic or financial objective.

2.3 Different types of mergers

There are three different types of mergers. These categories are horizontal, vertical and
conglomerate mergers (Cartwright and Cooper, 1996; Camargos and Coutinho, 2008;
Sherman, 2010; Gaughan, 2010). The first type, horizontal mergers between companies
producing similar goods or services in the same industry and with approximately the
same customers and suppliers (Gaughan, 2010).

These type of mergers are seen as a means for cost savings through the exploitation of
economies of scale and scope at the level both of the plant (productive unit) and the
firm (business unit) (finkelstein, 1997; capron, 1999). According to Cowling et al
(1980), this type of merger accounts for the majority of merger cases, and it can be
verified that the majority of mergers in the banks industry tend to be of this type. This
type of merger leads to the elimination of a competitor, to an increase in the market
share of the acquiring firm, and to increase in the degree of concentration of the

industry. It is also an attempt by companies to gain control of business activity to
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increase the firm’s dominance in its exchange relationships with other firms (Green,
1990).

The second type, vertical mergers are combinations of companies that have a buyer-
seller relationship or are symbiotically related. These mergers happen when
organisations that are engaged in related functions but at different stages in the
production process merge with one another (Scott, 2003; Gaughan, 2010). Unlike
horizontal mergers, these occur when firms combine at different stages of production of
common goods or services, and it can happen backwards or forwards of its actual value
chain to expand a firm’s control into allied product lines. This enables companies to
increase their control over more sources of supply and distribution, for reasons of
security (Demsetz, 1990; Green, 1990).

Thirdly, conglomerate mergers between companies producing unrelated goods or
services operating. This type of merger occurs when firms are moving into different
areas adding new products or services to their operations. This is the process of
diversification into new area of activity, growing out of its core business. According to
Fairburn and Key (1989) these types of mergers take place when an industry is already
concentrated and competition legislation is unwilling to allow further large horizontal
mergers.

This study focuses on merger, specifically on horizontal merger as Libyan government
just started with merger in banking sector. Moreover, there is many researches on

acquisition but less in merger.

2.3.1 Phases of merger and acquisition

Depending on the studies and research approaches, there are various categorizations and
viewpoints when it comes to the M&A process, ranging from two to seven phases
(Calipha et al., 2010, p. 5).

The importance of these distinctions between the phases is that the process of
integration and activities that influence the success of the integration begin long before
the closing, at the point when companies first take contact. Surprisingly, there is little
empirical research that has systematically examined the relationships among the stages
and how activities conducted during the different stages affect the success of the M&As

integration process (Schweiger and Goulet, 2000).
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Table 2.1 Summary of selected studies on M&As Phases

Marks(;ggll)\/llrws 3 stage Pre combination — Combination — Post combination
Haspeslagh and s .
Jemison (1991) 4 stage Idea — Justification — Integration — Result
Quah and Young 4 stage Pre-acquisition — Slow absorption — Very active
(2005) g absorption — Totally absorbed
Lohrum (1992) 5 stage Observation — Plannln?vl— Ex_ecutlon — Consolidation -
aturity
. Pre combination — Combination planning — Announced
Buono and Bowditch A itial L | N
(1989) 7 stage comblna_tloq — Initial combination — Fprma corr.]bln-atlon
Combination aftermath — psychological combination

Boland (1970) roughly divides the M&A stages into post-merger and pre-merger phase
(Boland, 1970, p. 8-11), whereas Schweiger and Weber (1989) summarize the M&A
process with pre-merger phase and implementation phase. Picot (2002) narrows the
M&A process and defines three phases: planning, transaction and integration (Picot,
2002, p. 8; Marks and Mirvis, 2001). The phase model of Jansen (2008) is also
subdivided into three stages: strategically phase of analysis and conception, transaction
phase and integration phase (Jansen, 2008, p. 249). Similarly, a three phase integration
is suggested by Marks and Mirvis (2010): Pre-combination, combination and post-
combination phase. a Four-Stage model (Haspeslagh and Jemison, 1991; Quah and
Young, 2005), a Five Stage model (Lohrum, 1992), and a Seven Stage model (Buono
and Bowditch, 1989).

No matter if the M&A process is subdivided into two or seven phases, the principle
pattern is similar: Analysing how M&As set their objective, choose a partner, prepare to
merge, integrate different processes, handle culture and develop a sustainable
environment (Calipha et al., 2010, p.7). As the M&A process is a complex phenomenon,
one has to consider the whole picture. With a development of M&A research, there is an
increasing group of experts who recommend focusing on a more holistic approach (e.g.,
Bauer and Matzler, 2013, p.5; Calipha, 2010, p.7) and treating the overall deal as a
lifecycle (Chanmugam et al., 2005). The outlined numbers of stages show a variety of

possibilities to categorize the M&A process.

Three-Stage Model
Marks and Mirvis (2010) identified the M&As process to be composed of Pre-
Combination, Combination, Post-Combination. In the pre-combination stage, the deal

will be conceived and negotiated by executives and then legally approved by
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shareholders and regulators. The pre combination phase which starts with an analysis
and study of the buyer firm itself that is analysing its own goals as well as strategic
potential and limitations (Jansen, 2008, p. 249). Once the buyer company has
strategically decided to realize an M&A activity, the buyer company develops a process
plan including considerations of business administration and tax law (Picot, 2000, p. 21).
In combination phase, two significant parts of the M&A process: Due diligence and
negotiation. In order to clarify the scope and the value of the company in a relatively
early stage of negotiations, due diligence provides the perfect tool (Depamphilis, 2010;
Picot, 2000). A due diligence review is made throughout all fields within the company,
ranging from financial, marketing, HR, legal, and tax as well as environmental and
organisational due diligence (Jansen, 2008, p. 276). With the help of a due diligence
review the buyer firm aims to eliminate the risk of the transaction. Therefore, the more
detailed the information given in a due diligence review and the more precise the
process that is undertaken, the less risky seems the M&A transaction (Pack, 2000).

In post-combination stage, the combined entity and its people will be regrouped from
initial implementation and the new Organisation will be settled in. The model for

acquisition process is presented in figure 2.1.

Pre-combination | Combination [ post-Combination
Marks & Mirvis ‘
(2010)

v

Figure 2.1: A Three Stage Model of Mergers and Acquisitions process

Four-Stage Model

Haspeslagh and Jemison (1991) consider the acquisition process to contain four major
phases: idea, acquisition justification, acquisition integration, and results. The first two
are referred to as the pre-combination stage, while the last two are referred to as the post
combination stage. During the idea phase, the potential acquisition is suggested and
eventual combination partners are evaluated. Thereafter the acquisition must be justified
to the rest of the company before the actual decision to go on with the deal is made.
When the deal is a fact, the integration starts with a special phase called the “stage-
setting phase”. This phase involves a transition period before the integration actually
starts.

In Haspeslagh and Jemison’s model, the boundaries between the phases are not clear;

many of the acquisition questions they raise overlap the different phases (Caiazza and
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Valpe, 2015). Hence, even though there are different phases during an acquisition, they
are at the same time interactive, and the issues arising during the different phases need
to be considered together (Haspeslagh & Jemison, 1991).

y

Idea Justification Integration Result

A 4
A 4

Pre Combination stage Post Combination stage

Haspeslagh and
Jemison (1991)

Figure 2.2: A Four stage model of M&As Process

Recently, Quah and Young (2005) suggested that to improve success, the post-
acquisition management process should be divided into a number of phases with
defined objectives and actions. The study provides preliminary evidence drawing upon
the post-acquisition management of four European cross border M&As undertaken by
an American automotive multinational firm. The authors have divided the post-
acquisition management into four phases - Phase 1: Pre acquisition (6months prior to
M&A), Phase 2: Slow absorption (Year 1), Phase 3: Very active absorption (Year 2-5),
Phase 4: Totally absorbed (> 5 years). In addition, the authors have suggested actions to
be taken in each phase. In phase 1, the acquirer should conduct interviews with key
management and also carry out a cultural audit on target. The results of the cultural
audit should be communicated in phase 2 along with providing training for changes in
language and the financial system. In phase 3, the acquirer should gradually change the
target’s management and provide further training as needed. In the final phase,
employee behaviour should be measured and a continuous check made of the sensitivity

of national cultural difference in the acquired business.

Five-Stage model

Different parts of the process have also been divided into phases. Lohrum (1992)
divided the integration into different phases to facilitate the understanding of what
happens during acquisition integration. In her study of a cross border M&A, she
identified the following five integration phases. The integration process started with an
observation phase, where the two parties observe each other and the situation
(Haspeslagh and Jemison’s stage-setting phase). The next phase is the planning phase,
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where the management of the acquiring firm starts the formal and structural changes.
The changes stayed at the formal level while the integration of people and cultures were
neglected. Then the execution phase follows, which brings about a lot of changes. The
human and cultural integration start in this phase, which also triggers a reaction among
the employees in the acquired firm. In the consolidation phase, the real socio-cultural
integration starts, when it is important to establish contacts between all hierarchical
levels in both companies. When the two corporate cultures have been blended, the last

phase starts — the maturity phase.
Seven-Stage Model

Buono and Bowditch (1989) identified as many as seven different combination phases.
The phases are called pre-combination, combination planning, announced combination,
initial combination, formal combination, combination aftermath and psychological
combination. The authors discuss how the decisions in the different phases are affected
by ambiguities and uncertainties in the environment. They found that in each phase the
ambiguities and uncertainties were more or less salient than in other phases.

The problem with discussing the M&As process in terms of different phases is that it is
difficult to identify when each phase ends and the next starts (Risberg, 1999). It is also
difficult to say when the post-combination stage ends, and the relationship between the
acquiring and acquired company turns into a headquarters-subsidiary relationship.
Another problem with phase thinking is that phases do not have to correspond with time.
Two events occurring at the same time can consequently be referred to as different
phases.

Different parts of the organisation and different individuals can experience different
phases at the same time. Therefore it is difficult to talk in terms of the whole

organisation being in “this phase” or “that phase” (Risberg, 1999).

2.4 The motives of mergers & Acquisitions

The primary aim of this study is to investigate the performance of mergers in banking
sector in Libya. In order to examine the performance of mergers, the researchers should
identify the motives of mergers so that appropriate questions can be asked about the
merger performance. For example, if the motive of the merger is to improve the
financial performance of the bank, we should examine the financial performance of the
combined firm after the completion of the merger. In addition, if the central bank

authority, banker managers and employees have similar understanding of the reasons

16



(motives) of the mergers, the post-merger integration process can be less problematic.
However, if the motives of mergers are not understood by the managers and employees,
the post-merger integration can be very challenging. This can be even more challenging
when a large Organisational cultural difference exists between the merging banks as
well as there is limited strategic fit between the merging banks. The aim of this section
is to provide a brief literature review on motives.

There are several theories attempt to explain the objectives driving M&As: the
efficiency theory, monopoly theory, hubris theory, to explain the reason behind the
merger (see Roll, 1986; Trautwein, 1990; Berkovitch and Narayanan, 1993). Seth et al.
(2002) argue that understanding these motives is key for understanding M&A success
or failure. The primary reason for M&A is to achieve synergy by integrating two or
more business units in a combination with an increased competitive advantage (Porter,
1985). The other two M&A motives, according to Wang and Hoini (2012) and Seth et

al., (2000), are managerial self-interest (or materialism) and hubris.

In light of the increasing significance of mergers and acquisitions phenomenon, scholars
in the field of international business and strategy had begun to examine various aspects
of mergers and acquisitions (Seth et al., 2000). The existing body of research is still
searching answers to a fundamental question: Why do these mergers & acquisitions
occur? Even though the question sounds simple, the theoretical answer is very complex.
There is not one grounded theory for mergers & acquisitions, because this phenomenon
covers all aspects of the firm such as cost, sales, risk, revenues, salaries, capabilities and
relations to the environment (Glaister and Ahammad, 2010).
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Table 2.2 A summary of Empirical study on Theories of M&A Motives

Synergy Theory
Bernile and 3935 M&A deals between
Bauguess companies listed on NYSE, | 1990-2005 | Synergies’ expectations and realizations are important determinants of merger activity and performance.
(2011) NASDAQ, or AMEX.
1) They found positive synergies are arising from cutbacks in investments. Over 80% of which are due to operating
264 large mergers between efficiencies, while tax savings contribute only 1.64% in additional value; 2) operating synergies are higher in focused
Devos et al. public domestic firms in 1980-2004 | mergers, while tax savings constitute a large fraction of the gains in diversifying mergers; 3) focused mergers are
(2009) USA, and the acquisition is likely to be primarily motivated by synergies while diversifying merger may be undertaken for a variety of reasons
100% of the target firm. unrelated to synergy; 4) one segment of market participants recognizes that stock—market-driven mergers are not
undertaken with a view to realize synergy gains.
Fields et al. ;ﬁg i'\rfsigzggt:vgﬁ:naz?gskisn 1997-2002 | Positive bidder wealth effects are significantly related to economies of scale, potential economies of scope, and the
(2007) the U.S. and EU P locations of the bidders and targets.
(BZ%‘SLI)E 324 mergers 1991-1999 | Management’s forecast of average synergy is about 6%.
Sudarsanam 429 UK publicly-listed - The shareholder wealth experience is conditioned by influences of synergy, hubris and ownership structure.
1980-1990
et al.,(1996) companies Particularly, financial synergy seems to dominate operational synergy.
Harrison et al. . . . . . L
(1990) 1100 acquired firms 1970-1989 | The results support for the concept of private and uniquely valuable synergy accruing from acquisitions.
Hayn (1989) 640 acquisitions 1970-1985 | Tax considerations could motivate acquisitions.
Bruner 161 bidding firms from The results support both financial economies motive and the theory of Myers and Majluf (1984) that “slack-rich”
(1988) Fortune 1000 lists, making | 1955-1979 | bidders pair with
428 merger attempts. slack-poor” targets to create value.
(Clgf’gg;rjee 157 mergers 1969-1972 | Collusive synergy is associated with the highest value, followed by financial synergy, and then operational synergy.
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(1981)

Bhattacharyya and | 130 domestic mergersin | 1984-2003 | The findings are broadly consistent with pervasive beliefs about the buying power effects of horizontal mergers.
Nain (2011) the US

\Zlgstitglr ﬁ%r;taelrgr:g They found the antitrust law enforcement agencies systematically select relatively profitable mergers for
Eckbo (1983) T 9 1963-1978 | prosecution, there is little evidence indicating that the mergers would have had collusive, anticompetitive

mining and effects

manufacturing industries '

Resource-Based View (RBV)

Wang and Zajac 584 largest firms listed 1978-2000 | lrrational market misvaluation, at both the transaction and aggregate levels, affects the volume and character of
(2007) in Forbes in 1990. takeover activity
Capron and é5E3Oq\lj\?r?;I?122?g$§jh?:te d The acquiring and target firms frequently redeploy marketing resources between businesses following horizontal
Hulland horizontal acquisitions in | 1988-1992 acquisitions, and immobile resources are more likely than less immobile resources to be redeployed from the
(1999) domestic magket target to the acquiring firm following merger. Furthermore, resources are more likely to be redeployed from

( France and USA) acquirer to target than in the reverse direction.

Agency problems (Managerialism)

V;’(r)iglzht etal. 182 publicly held 1993-1998 | In firms with passive monitors, increased corporate size due to an acquisition will explain compensation changes
(2002) acquiring firms
?Iz%g?) 684 acquired firms 1990-1997 | Research evidence support entrenchment hypothesis.
Hadlock et al. 287 bank acquisitions 1982-1992 | Research evidence is consistent with an entrenchment hypothesis, where management teams block attempts to
(1999) made by USA acquirers. be acquired.
l(‘lagglft al. 101 tender offers 1968-1986 | The empirical results support free cash flow hypothesis and suggest that it is economically significant.
Amihud  and  Lev | 309 firms 1961-1970 | The research result showed that conglomerate mergers were performed to reduce the managers’ employment

risk (i.e., risk of losing job, professional reputation, and etc.).
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Table 2.2 Continued A summari of Emiirical studi on Theories of M&A Motives

Garfinkel Theoretic perspective: Synergy theory (financial synergy), Imitation hypothesis (managerial herding
and All merger or tender- | 1981-2006 | behaviour), and Macroeconomic shock hypothesis. Primary findings are as follows: 1) Merger waves
Hankins offer bids appear to be partly driven by a desire to hedge cash flow uncertainty. 2) The research evidence supports
(2011) managerial herding behaviour. 3) Economic shocks and behavioural factors influence merger activity.
. Theoretic perspective: Organisational learning theory; Stewardship theory, and Agency theory. Primary
IP:ZES and g?.?g?vl\j;sr:ggen events 1997-2007 | findings are: Business acquisition experience positively influences the inclination of the acquirer adopting
L a subsequent acquisition while board characteristics do not, which supports the argument of the
(2010) electronics firms . .
stewardship theory and rejects agency theory.
Wang and | 584 largest firms listed 1978-2000 Irrational market misvaluation, at both the transaction and aggregate levels, affects the volume and
Zajac (2007) | in Forbes in 1990. character of takeover activity
Keller Theoretic perspective: Syner_gy theor_y and mongpoly theory (Market power), and primary fin_di_ngs are as
(2010) 3 merger cases 1999-2001 | follows: 1) There is no empirical evidence for increased market power in the German electricity market
due to Vattenfall’s mergers. 2) There is some indication for efficiency increases.
o Theoretic perspective: Market misvaluation theory and Imitation hypothesis (managerial herding
2944 acquisitions (The behaviour), and primary findings are as follows: 1) Stock prices affect corporate M&A decisions, and
Bouwman et | acquirers are US listed | 1979-2002 | acquisitions undertaken during periods of high-market valuations are of lower quality than those
al. (2009) firms and _the target Is undertaken during periods of low-market valuations. 2) The underperformance cannot be supported by
not a subsidiary) overpayment and market timing, but are consistent with herding behaviour by managers.
Devos Theoretic perspective: RBV, Synergy theory (Tax reduction), and Monopoly theory. Primary findings:
(2009) 264 mergers 1980-2004 | The evidence suggests that mergers generate gains by improving resource allocation rather than by

reducing tax payments or increasing the market power of the combined firms.

Source: Based on Wang and Moini, 2012
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Theoretical research and studies over the years provided several explanations for
the M&A strategy by examining various motives for mergers and acquisitions.
Therefore, there have been a lot of possible reasons which were suggested as an
explanation for why a company chooses M&A as a way of growth. In general, the
most common cited motive is to achieve synergy. However, there are several
other motives such as diversification, market power, improved management or tax

motives (Depamphilis, 2010).

Trautwein (1990) argued that the motives of mergers and acquisitions haven’t
received enough theoretical efforts from researchers as much as the merger
consequences. However, most researchers agree that in reality, there are a number
of different motives that drive mergers to take place and not only one motive
(Ravenscraft and Scherer, 2011; Trautwein, 1990; Hopkins, 1999; Depamphilis,
2010). Therefore, it was useful to group these motives into various categories
(Mukherjee et al., 2004). For example, Trautwein (1990) classifies the theories for
merger motives into seven categories which are efficiency, monopoly, raider,
valuation, empire-building, process and disturbance theory. However, most of
these theories haven’t got enough empirical results with which to support them.
Berkovitch and Narayanan (1993) and Seth et al. (2000, 2002) indicate three
major motives for mergers which are the achievement of the synergy, hubris and
managerialism. Mueller and Yurtoglu (2007) divide them into synergy, market for
corporate control, managerial discretion, overvaluation and the hubris hypotheses.
Also, Mukherjee et al. (2004) mentioned some of the motives which include
diversification, management incentives and tax considerations.

Consequently, there are numerous theories that explain the reasons why mergers
and acquisitions take place. The most common ones are the synergy or efficiency
theory, the hubris, managerialism or agency theory, each of which will be
discussed below in detail with the empirical findings on them. In theory, three
motives of merger and acquisition have been documented in existing literature.
These motives include the synergy motive, hubris motive and agency motive
(Ebimobowei and Sophia, 2011).
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2.4.1 The Synergy motives
The key principle of a synergy is that the whole will be greater than the sum of its
parts (Sherman, 2010). The term synergy refers to “the reactions that occur when
two substances or factors combine to produce a greater effect than that which the
sum of the two operating independently could account for” (Gaughan, 2010: 132).
Simply stated, synergy refers to the phenomenon of 2+2= 5. In mergers this
translates into the ability for a corporate combination to be more profitable than

the individual parts of the combined companies.

It refers to the ability of a corporate combination to be more profitable than the
individual profit of the firms that were combined i.e. NPV FirmAB > NPV FirmA
+ NPV FirmB.

The synergy motive suggests that the motive for the acquisitions exists when it is
a value increasing event, which means that the firm’s value after the combination
is greater than the values of the individual firms operating separately (Bradley et
al., 1988; Seth et al., 2000). This means that improving the efficiency of the
combining firms is a popular explanation for acquisitions. Therefore, it follows
that managers of acquirer and target firms intend to engage in the combination
only if it results in shareholders’ wealth maximization for the acquirer and target

firms (Berkovitch and Narayanan, 1993; Goergen and Renneboog, 2004).

Therefore, operational synergies will be available and result in gains to the
shareholders of both firms if the combining firms share the same industry. If the
companies are not from the same industry but are horizontally or vertically related
then there will be an increase in their monopoly power (Sudarsanam, 1995). On
the other hand, if the merger is conglomerate and the firms are from unrelated
industries, then the value creation will result from non-operational sources of

synergy such as managerial or financial sources (Sudarsanam, 1995).

The synergy hypothesis has been widely documented in the existing literature in
an attempt to explain the motive of mergers and acquisitions (Berkovitch and
Narayanan, 1993; Calipha et al., 2010). The synergy motive suggests that mergers
occur when the combination of the two firms results in economic gains. Managers

of targets and acquirers engage in merger activity when the transaction results in
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gains to the firms. In this aspect, managers aim to maximise shareholder wealth
(Berkovitch and Narayanan, 1993).

In general, the sources of value from synergy could be classified into three types,
which are: operational synergy, managerial synergy and financial synergy. The
operational synergy can arise from the economies of scale and scope or through

the increased monopoly power.

2.4.2 Operating synergy

The synergy theory proposes that merger and acquisition take place when the
value of the combined firm is greater than the sum of the values of the individual
firms (Bradley et al., 1988; Seth, 1990a). The additional value, or synergistic gain,
is derived from an increase in operational efficiency or an increase in market
power (Singh and Montgomery, 1987; Seth, 1990b). One of the main sources of
operating synergy is the cost reductions that occur as a result of a corporate
combination. These cost reductions may come as economies of scale — decrease in
per unit costs that result from an increase in the size or scale of a company’s
operations.

Manufacturing firms typically operate at high per unit costs for low levels of
output. This is because the fixed costs of operating their manufacturing facilities
are spread out over relatively low levels of output. As the output levels rise per
unit costs decline. This is sometimes referred to as spreading overhead. Some of
the other sources of these gains arise from increased specialization of labour and
management as well as the more efficient use of capital equipment which might
not be possible at low output levels. This phenomenon continues for a certain
range of output, after which per unit costs rise as the firm experiences
diseconomies of scale. Diseconomies of scale may arise as the firm experiences
the higher costs and other problems associated with coordinating a large scale
operation. The extent to which diseconomies of scale exist is a topic of dispute to
many economists. Some cite as evidence the continued growth of large,
multinational companies such as Exxon, General motors. These firms have
exhibited extended periods of growth while still paying stockholders an
acceptable return on equity. Others contend that such firms would be able to
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provide stockholders a higher rate of return if they were a smaller, more efficient
company (Gaughan, 2010).

Scope economies, are often seen as the main benefits banks derive by merging
(Loretta, 1987). When financial institutions merge, they can share inputs to offer a
broader range of services such as a trust department or an investment department.
Inputs such as a computer system can be shared to process a wide variety of loans
and deposit accounts. Whether these benefits are either the true reason or a
sufficient reason for the increased number of banking mergers that have taken
place in the recent period of deregulation is very different issue (Gaughan, 2010).
One important source of synergy comes from the potential to transfer valuable
intangible assets, such as know-how, between the combining firms in the presence
of transaction costs that lead to failure of factor markets (Caves, 1996). If a firm
has know-how under its control that can be used in markets where the sale or
lease of such knowledge is inherently “inefficient”, then the firm will tend to
exploit its own Organisation. Although different versions are developed by
various scholars (e.g., Williamson, 1975; Rugman, 1986; Casson, 1987), all
assume that transacting in the international market entails substantial costs which
will reduce the value of proprietary information. Faced with this cost, a firm will
be likely to internalize the transaction and use the proprietary information within
its expanded organisation. Gains may also be realized from “reverse
internalization”: firms acquire skills and resources from M&A that are expected to
be valuable in their home markets. A related source of synergistic gains in M&A
focuses on market development opportunities. In order to efficiently utilize their
“excess” resources for long-run profitability, firms will invest abroad when
growth at home is limited or restricted and in the presence of trade barriers which

restrict exports.

2.4.3 Financial synergy
The second type of synergy is financial synergy. “Financial synergy” refers to the
impact of a corporate merger or acquisition on the costs of capital to the acquiring
firm or the merging partners. If financial synergy exists in a corporate

combination, the costs of capital should be lowered. Whether financial synergy
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actually exists, however, is a matter of dispute (Gaughan, 2010; Depamphilis,
2010).

The combination of two firms can reduce risk if the firms’ cash flow streams are
not perfectly correlated. If the acquisitions or merger lowers the volatility of the
cash flows, suppliers of capital may consider the firm less risky. The risk of
bankruptcy would presumably be less given the fact that wide swings, up and
down, in the combined firms’ cash flows would be less likely. This implies that it
is less likely that cash flows would fall so low that the firm could become
technically insolvent. Higgins and Schall (1975) explain this effect in terms of
debt-coinsurance. If the correlation of the income streams of two firms is less than
perfectly positively correlated, the bankruptcy risk associated with the
combination of the two firms may be reduced. Under certain circumstances one of
the firms could experience conditions forcing it into bankruptcy. It is difficult to
know in advance which one of two possible firms would succumb to this fate. In
the event of one of the firms goes under, creditors may suffer a loss. If the two
firms were combined in advance of these financial problems, however, the cash
flows of the solvent firm, which are in excess of its debt service needs, would
cushion the decline in the other firm’s cash flows. The offsetting earnings of the
firm in good condition might be sufficient to prevent the combined firm from
falling into bankruptcy and causing creditors of suffer losses. There are number of
sources of financial synergy. One source of financial synergy is the lower cost of
internal financing in comparison with external financing. Firms with large internal
cash flows and small investment opportunity have excess cash flows. Firms with
low internal funds generation and large growth opportunities have a need for
additional financing. Combining the two may result in advantages from the lower
costs of internal funds availability. Previous empirical findings appear to support
this internal funds effect. Nielsen and Melicher (1973) found that the rate of
premium paid to the acquired firm as an approximation to the merger gain was
greater when the cash flow rate of the acquired firm was greater than that of the
acquiring firm. This implied that there was redeployment of capital from the
acquired to the acquiring firm’s industry. The investment literature also indicates

that internal cash flows affect the rate of investment of firms (Nickell, 1978). Another
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source financial synergy is the low cost of capital. A larger company has certain
advantages in financial market which may lower the cost of capital to the firm. It
enjoys better access to financial markets, and it tends to experience lower costs of
raising capital, most probably because it is considered to be less risky than a
smaller firm. Therefore, the costs of borrowing by issuing bonds are lower since a
larger firm would probably be able to issue bonds offering a lower interest rate
than a smaller firm. In addition, there are certain fixed costs in the issuance of
securities, such as legal fees, and printing costs, these costs would be spread out
over a greater pound volume of securities since the larger company would
probably borrow more capital with each issue of bonds. The capital market
approach also contains gains from financial synergy. It arises from changes in the
debt/equity ratio. Raising the debt rate creates financial synergy through the
exploitation of the tax shield. This strategy is efficient as long as the value from
reduced tax is higher than the cost of financial distress (Brealey and Myers, 2007).
The new company with a lower bankruptcy risk could induce lenders to establish

a higher limit of lending.

2.4.4 Managerial motives
Unlike the hubris hypothesis, which proposes that managers inadvertently overpay
for target firms, the managerialism hypothesis suggests that managers will
knowingly overpay in takeovers; managers embark on M&A to maximize their
own utility at the expense of their firm’s shareholders (Seth et al., 2000).
Managers can have private or personal reasons for their behaviour and make
investments which from an economic point of view may seem irrational, but for
the individual can be of high value. The empire-building theory explains this
situation of the management wanting growth for personal reasons and acquisitions
match this situation. Most important is the wage explanation, saying that the
salary paid out to managers is a function of the size of the company (Mueller,
1969). Motives like power and prestige are also essential (Ravenscraft and
Scherer, 2011) and managers from large companies have an easier way to
positions in committees and board of directors (Pfeffer and Salancik, 2003).
Managers engage in conglomerate mergers to decrease their employment risk,

which is largely un-diversifiable. The risk consists of losing their job, professional
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reputation, etc. The risk associated with managers’ income closely relates to the
firm’s risk (Gort, 1969; Amidhud and Lev, 1981). Another factor creating
incentives to acquisitions is free cash flows, meaning cash flows more than
required to fund all projects that have a positive net present value discounted at
the relevant cost of capital. This cash flow belongs to the shareholders, but used
for investment instead, managers cause their firms to grow beyond the optimal
size. A solution to this problem lies in issuing debt in exchange for stock, so the
contract forces the managers to pay out future cash flows (Jensen, 1986). The
managers' time horizons relate to their tenure and tend to be shorter than the
shareholders' time horizons. Managers will not have an interest in cash flows that
cover the period after the end of their term of office (Jensen and Meckling,
1976).While managerialism has been proposed as a motive for domestic M&A, it
may also be relevant for cross border M&A if managers of foreign firms have the
incentive and the discretion to engage in M&A aimed at empire building (Seth,
Song and Pettit, 2000). In an integrated capital market, firm-level diversification
activities to reduce risk are generally considered non-value maximizing as
individual shareholders may duplicate the benefit from such activities at lower
cost. However, managers may still seek to stabilize the firms’ earnings stream by
acquiring foreign (rather than domestic) firms, given low correlations between
earnings in different countries. Foreign acquisitions may be more satisfactory
vehicles for risk reduction than domestic acquisitions, and in the absence of strong
governance mechanisms to control managerial discretion, managers may overpay

for these acquisitions

2.4.5 Diversification
Another motive for acquisition within the same industry is to reduce some of the
uncertainty that derives from competition (Pfeffer and Salancik, 2003). In the
theory of diversification the risk-adverse firm has an opportunity to minimize risk
by expanding activities to different lines of business and thereby equalize the
fluctuations in revenues. In the 1960s and the1970s this motive of acquisition was
very popular in practice and in theory, but now it has become less important. The
reason for this is that most of the conglomerate acquisitions failed and ended up

with losses for the acquiring firm. Furthermore, the Sharpe-Liner portfolio theory
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concludes that for the shareholders it is a much better way to reach the market-
portfolio through their investments than through the companies they own
(Lewellen, 1971). Weston and Mansinghka (1971) give several reasons for
diversification; first, to avoid sales and profit instability; next to elude
unfavourable growth development and to avoid adverse competitive shifts.
Further arguments are technological obsolescence and to decrease uncertainties
associated with their industries. Finally, the motivation of a vertical acquisition of
a supplier can be risk-reducing. An example is in the natural resource industries
where demand and supply are unstable and integration can mitigate the cost
associated with fluctuation in prices.

Pitts (1976) gives three reasons for diversifications. The most important is the
situation where the failure of one business area threatens the whole corporation.
Second, the diversified company has the opportunity to reallocate scarce resources
to the most dynamic areas. Finally, there is a better opportunity to commercialize
more broadly technological innovations. To minimize the uncertainty in the
environment is also important here (Pfeffer and Salancik, 2003) and the
acquisition of a unit that knows the rules of the market is preferable. No industry
is totally independent of the fluctuations in the economy, but some lines of
business are not as cyclical as others. Further, different growth rates exist within
the same industry (Salter and Weinhold, 1979). In the end what matters is what
gives the highest NPV. When the firm reaches a satisfactory position within the
area of specialization and the firm has the resources needed for expansion, they
might find the opportunities for expanding into new areas more promising than
further expansion in its existing areas (Nair et al., 2008). Diversifications relates
to the cross border M&A of the firm because this gives a better chance to fulfil the
goal of reducing fluctuations, in consideration of the wider spreads of industries
and markets. Furthermore, it can neutralise a national depression. By acquiring a
going concern that knows the rules of the market, it may minimise the risk too. In
the beginning of an internationalisation process this is useful because the firm

probably does not possess the wanted knowledge (Forsgren, 1989).

28



2.4.6 To Achieve (or Increase) Growth
Mergers and acquisitions are external alternatives, and sometimes cheaper, then internal
organic growth Gaughan (2011). Firms seeking to expand their business have a choice
between internal growth and growth through mergers and acquisitions. Focarelli et al.
(2002) cited, internal growth may be a slow process, while growth through mergers may
be a more rapid process. Mergers and acquisitions may be the best way to facilitate the
growth in another geographical region especially in the international markets where it
may be less risky to expand geographically through acquisitions than through internal

development.

2.4.7 Increasing Market Share/ Market Power

A firm may use M&A to reach a market power. This occurs when the merged
firms are able to influence price, quantity, and the nature of the product in the
market place (Hitt et al., 2000). In turn, market power may lead to excess return or
the same return but for a longer period of time (Mueller, 1980; Singh and
Montgomery, 1987). Mergers could increase the market share of the consolidated
banks, which may increase their market power. Market power is referred to as
monopoly power, and it is the ability to set and maintain price above competitive

levels.

2.4.8 M&As as a Tool of Solving (or Avoiding) Banking Crises
Acquisitions seem to be the more efficient technique that provides a way for
banks to exist from business. Bankruptcy and liquidation involve several
problems for individual banks and the entire banking system. In the U.S, the wave
of bank failures that started in the early 1980s triggered a wave of bank M&A to
avoid the liquidation of large number of failed banks. Hempel et al. (1994, p 659-
663), Boyd and Graham (2000) have found that there was a significant decline in
the number of U.S. banks during 1980s and early 1990s, which was the direct
result of bank failures. Due to the competition from financial and non-financial
firms, such as brokerage firms, finance companies, insurance companies,
investment banks, credit institutions, and banks realised a continuous decline in
the ROA and ROE. In order to survive and maintain adequate profit levels, banks
needed to develop more cost-effective structure, and bank consolidations were the
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logical way of achieving gains in efficiency. The trend of bank M&As in the U.S.
was driven by market forces that have found that consolidations represent a way
to stop the collapse of more banks. Besides, it was driven at the same by

regulators that aimed at avoiding bank failures.

2.5 M&A Schools Of Thought

M&A research has been conducted for about 50 years now (Cartwright, 2005, p.1).
However, the research itself differs in terms of its methods and research areas
(Capasso and Meglio, 2005, p. 201; Cartwright and Schoenberg, 2006, p. 2). With
the increasing M&A literature, several theories dominated the M&A research
such as free cash flow, efficient market hypothesis, industrial Organisation
economics, resource based view of the firms, acculturation theory and behavioural
theory of the firm (Birkinshaw et al., 2000, p. 397). In order to structure those
conceptual assumptions four schools of thought have been developed (Haspeslagh
and Jemison, 1991, pp. 292-309). The four schools of thought differ in terms of
their objectives, theoretical underpinnings and central hypotheses.

According to Haspeslagh and Jemison (1991) M&As have been studied by four
different schools of thoughts that have their own theoretical roots, objective
function and central hypothesis. These schools are the capital markets school
(financial economics ),the strategic management school, the organisational
behaviour school (human resources, culture, and crisis) and the process
perspective school (Haspeslagh and Jemison 1991,292-306).
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Table 2.3 Overview Four Schools of Thought

Organisational

acquisition on
individuals and

Acculturation Theory

Research Objective Theoretical Central proposition for
stream function underpinnings each theoretical aspect
Market corporate s
Value creation control; freg cash Ach_||5|t|ons enhance the
e efficiency of the market for
Financial for shareholders | flow; efficient corporate
Economics and economy market hypothesis; control —» net wealth
as a whole agency theory; capital .
asset pricing model gain for shareholders
Realization of synergies
positively impact the
Strategic Performance of o acquirer performance. Only
Management | buyer and target | Strategic Fit unique synergies or
company unexpected synergies
will have a positive impact
on acquirer performance
Impact of Employee satisfaction and

effective integration is

Behaviour uah facilitated through
Organisation congruent cultures of
culture merging firms

The actions of management
. and the process of

Process Creation of . - h .
value after the Beha}woural theory of | integration deter_mlnes

Perspective - the firm the extent to which the
acquisition

potential of the acquisition
are realized

Own elaboration according to Birkinshaw et al. (2000), p. 397 and Haspeslagh and Jemison
(1991), pp. 292-309
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2.5.1 The Capital markets school (Financial economic school)

The central question within the capital market school, also called financial economics theory, is whether M&A transactions create financial
value (Haspeslagh and Jemison, 1991). The central proposition for this school is that acquisitions enhance the efficiency of the market for
corporate control and, thus result in net wealth creation for shareholders, in other word financial scholars have primarily focused on whether
mergers and acquisition created financial value for shareholders (Catwright and Schoenberg 2006).

The main objective of this field of research is to explore the interdependence of corporate control and shareholder value (Datta, 1991, p. 282).
Within this stream, the shareholder value represents the central goal that needs to be maximized (Birkinshaw et al., 2000, p. 397). In order to
explore the factors that lead to value creation, the movements of the capital markets after the transactions are analysed (Haspeslagh and Jemison,
1991, p. 293). Those reactions are observed within a given period of time, ranging from the date of announcement to the post-merger phase
(Haspeslagh and Jemison, 1991, p. 295). If the net change of the market value is positive, the financial economics theory assumes that wealth has
been created for the shareholders (Haspeslagh and Jemison, 1991, p. 295). Generally, the most dramatic changes of the share prices are expected
within the time of announcement of the deal (Jensen and Ruback, 1983, p. 9-15), as the uncertainty and speculations are assumed to be the
highest. Apparent from Table 2.3, several theories support the financial economics school of thought. Some financial economist based their view,
for example, on the agency theory, wherein managers functions as agents of shareholders and might differ in their interests (Haspeslagh and
Jemison, 1991, p. 294). Another underpinning arises from the free cash flow where the economists assume that managers would return the free
cash flow to their shareholder in situation like a M&A transaction (Haspeslagh and Jemison, 1991, p. 294). Summarizing the financial school of
thought, it is still questionable whether transactions have a positive financial effect for the buyer company (Meyer, 2008, p. 197). Furthermore,

this school of thought ignores additional factors that might influence the share price development (Buono and Bowditch, 2003, p. 10).

2.5.2 Strategic management school
While the financial economists' perspective is primarily interested in the efficiency impact on the economy, the strategic school is interested in

the acquisition impact on the individual firms. The central proposition in this school of thought is on industrial organisation economics
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(Birkinshaw et al., 2000). The basis is that synergies are a result of economies of scale, scope and market power that can be realised through

related acquisitions, which will in turn lead to superior performance in the acquiring firm (Lubatkin, 1983; Chatterjee, 1986).

The strategic management school concentrates on long-term value creation at the individual company level that is realized through competitive
advantage (Birkinshaw et al., 2000, p. 397). As the different M&A phases interact with each other, the strategic management school investigates
the whole M&A process, ranging from the pre-merger phase to the post-merger phase (Birkinshaw et al., 2000, p. 397). Scientists argue that
despite the importance of the pre-merger phase, actual value is created in the post-merger phase (Jansen, 2008, p. 318; Haspelagh and Jemison,
1991, p. 103). Scholars of the strategic management school have studied the effect of premerger relatedness, perceived similarity, or
complementarity on performance (Cartwright and Schoenberg, 2006; Chatterjee, 2009; Haspeslagh and Jemison, 1991; Larsson and Finkelstein,
1999). Research on post-acquisition performance has argued that relatedness of the acquisition should enhance post-acquisition performance
(Morosini et al, 1998; Lubatkin, 1997). Allred et al (2005) stressed that lack of relatedness or fitness between the acquiring organisation and the
target company will eventually lead to failure of synergy realisation and value creation. Shelton (1988), for example, suggests the need for a
system for classifying M&As that measures the various types of fit between the two merging companies' assets. Shelton claims that such a
system is necessary to measure the amount of value that the merger creates. Other researchers have looked for fit in management styles (Marks,
1997) and culture (Nahavandi and Malekzadeh, 1988). An underlying assumption for this focus seems to be that if the acquiring company can
only find the perfect matching combining partner, the companies can be fully integrated and the acquisition will be a success (Jemison and Sitkin,
1986; Mirvis, 1985b; Angwin, 2001). The strategic management approach addresses a larger number of measures of success, including the size
of sale, the increase of the market share, the improvement of competitive abilities, and change in profitability after the merger in relation to a
period before the M&A (Weber et al., 2014).

A strategic fit can be defined through several perspectives, both from a target and an acquiring firm’s point of view. As Shelton (1988) indicates,
a strategic fit is present when two firms have created value that would not otherwise have been reached if they were trying to achieve a goal

separately. He argues that it is the combination of the firms’ brought-together assets that creates this extra value. Further so called synergistic
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gains, as mentioned above, can be reached. To some difference is the strategic fit defined as a partnership’s potential, i.e. the operational and
relational matching questions that arise from a partnership, as presented by Ireland and Hitt (2002). The two firms have an operational potential
as an example, in other words they can, if collaborating successfully, achieve greater potential aims when they match each other. A third
approach to define strategic fit is the need of highly matching goals between the merging or target/acquiring firms (Haspeslagh and Jemison,
1991).This might be a more explicit clarification of the term; it indicates that the firms need to have things in common in order for the merger or
acquisition to work in the first place but also a great matching of aims.

The first study assessing strategic fit was conducted by Lubatkin (1997). In his study Lubatkin (1997) signified the importance of strategic fit
between the acquiring company and the target organisation.

Harrison et al (1991) found that similarities between the firms lead to synergy creation. They argued that similarities in the way that the
acquiring and the target organisation are allocating and managing their resources leads to synergies and therefore, enhances the performance of
the acquisition. The strategic fit, that is, the complementary resources of the two firms, is seen as the fundamental aspect of reaching synergy
(Larsson and Finkelstein, 1999; Homburg and Bucerius, 2006; Hitt et al, 1998; Harrison et al, 1991; Markides and Oyon, 1998).

Value is created from similarity in M&As through the exploitation of scale economies and the possible exercise of market power (Capron, 1999;
Larsson et al, 2003). Product complementarity refers to the target's ability to extend the acquirer's domain into additional product lines or

technologies that are in some way related to its existing ones.

2.5.3 Organisational Behaviour School

While the finance literature looks at the impact of the acquisition on the economy and the strategic literature focuses on the impact on a given
firm, the organisational literature covers the acquisition impact on individuals and organisational culture. The scholars in this school adopt a
more human resource oriented perspective and concentrate on organisational responses to mergers (Birkinshaw et al., 2000). The central
proposition in this school of thought is that the congruence between the cultures of the two merged organisations will facilitate employee

satisfaction and effective integration (Haspeslagh and Jemison, 1991).
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The Organisational behaviour school reflects on behavioural aspects in terms of M&A process, that is the individual person engaged in a M&A
activity (Haspeslagh and Jemison, 1991, p. 303). In course of research, it became obvious that the increasing negative behaviour of individuals in
connection with M&A activities is the result of ignoring the influence of human and cultural integration within the M&A process (Capasso and
Meglio, 2005, p. 202).

Many articles in this school have focused on the human-side of M&A that is often neglected by managers' intention on doing the deal and
realising operational synergies (Marks, 1982; Bastien, 1987; Buono and Bowditch, 1989; Mirvis and Marks, 2010; and Cartwright and Cooper,
2005; Weber et al., 2012). These organisational researchers have explained post-merger problems and the experienced failures with
organisational cultural differences (Sales and Mirvis, 1984; Buono et al, 1985; Chatterjee et al., 1992; Cartwright and Cooper, 1993; Larsson,
1993; Weber, 1996; Gertsen et al; and Vaara, 2000). In these studies, widely held beliefs have been found to be particularly change resistant and
cultural incompatibilities cause organisational problems (Cartwright and Cooper, 1992).

2.5.4 Process Perspective School

The central proposition in this school is that the management actions and the post-acquisition integration process determine the extent to which
the potential benefits of the acquisition are realised. The process perspective school is built on the two previous strategic management schools of
thought (i.e., management school of thought and Organisational behaviour school of thought) and combines the ideas developed within those
areas (Haspeslagh and Jemison, 1991, p. 306). The main argument in this school is that strategic and organisational fit offer potential synergies
but their realisation is entirely dependent on the ability of management to manage the post-acquisition process effectively (Kitching, 1967,
Shrivastava, 1986; Hunt, 1990; Haspeslagh and Jemison, 1991; and Greenwood et al., 1994). The uniqueness of this school is that it perceives
that the acquisition process itself is a potentially important determinant of acquisition outcomes (Jemison and Sitkin, 1986). This perspective
recognises the important role of issues of strategic fit and organisational fit, which are pre-acquisition considerations as to the potential for value
creation in acquisitions. It adds the consideration of how aspects of the acquisition decision-making and integration process can affect the final

outcome.
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2.6 Review of factors influning the M&A performance

2.6.1 Choice of Strategic Partner

Once the need for M&A is established, the first step that the acquiring firm must accomplish is to choose a strategic partner in terms of its
strengths and weaknesses (Angwin, 2001; Schweiger et al., 1992). At this stage when the firm is analysing different potential targets, managers
and analysts with specialised skills often dominate the decision making process (Jemison and Sitkin, 1986). Nahavandi and Malekzadeh (1988)
state that a key ingredient for success for companies largely involved in merger activity is that they should keep their own flexible acquisition
staff. Firms should choose the appropriate partner for one or of financial, managerial, tax and strategic reasons (Schweiger et al., 1993). Jemison
and Sitkin (1986) after analysing more than twenty-five interviews with senior managers, investment banks and consultants involved in merger,
drew the conclusion that, despite the benefits of getting external advisors involved(given the complexity of process),it is vital that top
management of firms get fully involved and coordinate the entire process.

Future investment requirements, quality of the target company management team, and implementation barriers including cultural differences
and human resources implications such as top management turnover (Angwin, 2001; Donnelly et al., 2002; Lubatkin et al., 1999; Mirvis and
Marks, 2003; Pritchett et al., 1997; Schweiger and Weber, 1989; Weber et al., 1996). These will be assessed through a thorough due diligence
process (Boyle and Winter, 2010).

2.6.2 Pay the right price
After a careful and complete evaluation of the target, firms are in a better position to negotiate a right price. When a company is involved in a
merger process it is vital to make a good evaluation of the target and avoid paying too high a premium. Jemison and Sitkin (1986) state that “the
pressure to close the deal quickly can prevent managers from considering strategic and organisational fit issues completely and dispassionately

and can lead to premature conclusions”. They suggest that the more managers identify with the merger, the more difficult it becomes for them to
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consider it objectively and accept criticism that could slow or stop the process. Other authors support this view of paying too high a price as a
cause of failure (Datta and Puial995: Bower, 2001: Haywar, 2002).

A substantial amount of research from a finance perspective has indicated that “paying too much” is a major cause of failure (Bower, 2001;
Datta and Puia, 1995; Hayward, 2002; Inkpen et al., 2000; Schweiger et al., 1992; Sirower, 1997). Campbell et al., (1995) assert that “one of the
most common and most important sources of value destruction in corporate development is paying too much. Often the acquirer destroys value
by paying too much, making it very difficult to achieve an adequate return.” Inkpen et al. (2000), analysing technology-based merger activity
involving US companies similar to Silicon Valley-type firms during the period of 1990-1999, concluded that the failure rate of acquisitions
involving European acquirers was much higher than those involving US acquirers because European companies tended to pay a much higher
premium (43%) than US acquirers (14%).

2.6.3 Target evaluation

Overestimating the real strengths and weaknesses of the product, brand or market position of the targeted company has been indicated in the
literature as a common mistake (Angwin, 2001). According to Angwin successful firms are distinguished by their ability to weigh the strengths
and weaknesses of potential acquisitions in a short period of time. A realistic and accurate estimation of the future investment requirement will
be a major influence for the profitability of the merger. Research evidence shows that there is a tendency to underestimate the investment, both
capital and non-capital, involved in the merger process and that successful companies make a careful analysis of the future investment

requirements (Mukherjee, 2004). An example of  this was BMW’s acquisition of  Rover, where
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2.10.3 Challenges & problems in post merger integration

Integrating the firms is a process fraught with difficulty. Researchers suggest that

Integration is very challenging and have identified numerous problems that the acquirer faces
when integrating (Haspeslagh and Jemison, 1991; Cartwright and Cooper, 1996; Marks and
Mirvis, 1998; Schweiger and Goulet, 2000; Schweiger, 2002). The literature on integration is
eclectic (Schweiger and Very, 2003). While most of the studies focused on the human issues
(e.g. Risberg, 1999; Larsson and Risberg, 1998; Haspeslagh and Jemison, 1991; Hambrick
and Cannella 1993), few studies have concentrated on acquisition integration issues (e.g.
Schweiger and Goulet, 2000; Morosini et al., 1998; Very et al., 1997; Weber et al., 1996).
Based on previous research, five major issues affecting to the integration process can be

identified. Each of the issues is briefly described in the subsequent sub-sections.

a. Individual uncertainty and ambiguity Haspeslagh and Jemison (1991:187) stated “the
immediate post acquisition is pregnant with expectations, questions and reservations, among
the personnel and the managers of both the acquired and acquiring organisations.” During
this period some employees perceive threats while others perceive opportunities. Risberg
(1999), and Larsson and Risberg (1998) make a distinction between two kinds of issues:
uncertainly and ambiguity. Uncertainty occurs when employees feel a lack of information.
Ambiguity is characterized by the inconsistency of information provided to the employees.
More communication is itself not sufficient for resolving ambiguous situations; what prevails

is the consistency and clarity of the future communication flows (Feldman, 1991).

Uncertainty and ambiguity explain why employees react to a merger announcement and to
the inherent changes. They are concerned about their future in the combining organisation.
Accordingly, these issues contribute to a loss of productivity; defection of competent
executives, managers and employees; absenteeism; poor morale; safety problems; and
resistance to change during the first months of the post-acquisition period (Schweiger and
DeNisi, 1991; Cartwright and Cooper, 1996; Marks and Mirvis, 1998). Subsequently, it
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contributes to value leakage and an inability to realize projected cash flows and
synergies.

b. Organisational politics M&As often lead to a change in ownership for acquired
firms, which leads to changes in their organisation and management practices
(Schweiger and Very, 2003). Power bases are also likely to shift as authority
structures change and sources of power (e.g. expertise) needed in the organisation
change. As these happen instability is created, as employees perceive threats or
opportunities; i.e. some people will perceive that they have “gained” whereas

others will perceive that they have “lost”.

These conditions are ideal antecedents to organisation politics — that is to say
“those activities taken within organisations to acquire, develop, and use power
and other resources to obtain one’s preferred outcomes” (Pfeffer, 1980:7).
Consequently, M&As can create an excellent context for political tactics like
scapegoating, controlling information, networking or manipulating people. As
Pfeffer and Salancik (1977) argued, the greater the organisational politics the
greater the sub-optimization within organizations; thus, if too many people jockey

for their own interests, the overall firm’s performance is likely to decline.

Power and politics have rarely been the direct focus of cross border M&A
research. However, two studies have focused on power and politics in the context
of domestic M&As. The first is Schweiger, Ivancevich, Power (1987) who studied
executive actions for managing human resources before and after a merger. They
found that one of the greatest challenges for executives was to minimize warfare
among employees and to avoid “playing favourites” especially in staffing
decisions. In other words, effective managers were perceived as those who

avoided or minimized political behaviour.

The second is research on the “theory of relative standing” which has been used to
explain top-management behaviours (e.g. Hambrick and Cannella, 1993). This
theory asserts that the status an employee feels for himself in a social setting is
based on how he compares his status to others in a proximate social setting.
According to Hambrick and Cannella (1993:736) “acquired executives are placed

in a new social setting in which comparisons to acquiring executives as well as
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comparisons to their prior situation are inevitable and salient”. This line of
research suggests that the loss of standing, and resulting loss of power and stature,
can lead to the turnover of executives. When this happens there may be a loss of
leadership talent need to drive the changes required to realize synergies and cash

flows.

Finally, political behaviour during a merger can foster so much internal
organizational competition that executives, managers and employees fail to attend
to external competition and other important market and business issues
(Haspeslagh and Jemison, 1991). Again, the net result can be unrealized synergies
and cash flows as customers defect to aggressive competitors. In conclusion,
political behaviour can lead to the loss of key people, the de-motivation of others

needed to implement changes to realize synergies and cash flows.

c. Voluntary departure of key people

Key people are those who are necessary for value preservation (e.g. relationships
with key customers) or synergy realization (e.g. important technology knowledge).
Their retention becomes critical to the success of an acquisition (Schweiger and
Very, 2003).
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2.10 Performance Measurement in Acquisitions

The performance of corporate acquisitions is a popular research topic. Researchers
have employed various criteria in their attempt to evaluate acquisition
performance (Papadakis and Thanos, 2010). Despite, the massive amount of
research done, there is little on how to measure performance.

There is a contrast between the performance metrics used by researchers to assess
the outcome of strategic choices. Researchers from the finance disciplines employ
objective performance criteria such as accounting returns and stock-market-based
data to forecast and evaluate the chosen organisational moves whereas,
organisational behaviour and strategic management scholars have relied on
subjective performance indicators such as managers’ personal assessments

(Schoenberg, 2006).

The significant value of worldwide M&As during the past 20 years has attracted
the interest of many academics and consultants. Zollo and Meier (2008) after
reviewing 97 papers published in top management and finance journals concluded
that the vast majority of the published research on the performance of M&As can
be classified into three research streams. In the first one, researchers have relied
on accounting-based measures for evaluating the performance of M&As (e.g.
Kusewitt, 1985; Lu, 2004; Ramaswamy, 1997; Zollo and Singh, 2004 Chatterjee
and Meeks, 1996; Datta and Grant, 1990; Hayward and Hambrick, 1997; Healy et
al., 1992; Hitt et al., 1998; Zollo and Singh, 2004; Homburg and Bucerius, 2005).

The second stream of research has employed stock-market based measures (e.g.
Agrawal and Jaffe, 2003; Haleblian and Finkelstein, 1999; Markides and Oyon,
1998; Sudarsanam and Mahate, 2006; Shimizu and Hitt, 2005; Kim and
Finkelstein, 2009). Finally, the third stream of research has relied on managers’
personal assessments (e.g. Angwin, 2004; Capron, 1999; Homburg and Bucerius,
2006; Papadakis, 2005; Birkinshaw et al, 2000; Brock, 2005; Datta, 1991; Hitt et
al, 1998; Kavanagh and Ashkanasy, 2006).

Kiessling and Harvey (2006) pointed out that there is no agreement on the best

way to measure acquisition success as different studies employ different
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indicators. In the following paragraphs researcher will review these streams of

research.

2.11.1 M&As and accounting-based measures

Accounting profitability measured by the profit/sales ratio, return on equity (ROE)
and return on assets (ROA), is used as indicators of post-acquisition performance.
The rationale behind these studies is that the strategic aim of a business is to earn
a satisfactory return on capital (Papadakis and Thanos, 2010). The use of
accounting criteria is based on the principle that synergies obtained from an
acquisition are best reflected in accounting measures such as ROA (Hitt et al.,
1998). Thanos and Papadakis (2012) argued that management scholars have
mainly relied on accounting based measures due to three reasons. First,
accounting-based measures of M&A performance measure actual, realised
performance as reported in the annual financial statements of the firms. This is an
advantage over and above other ways of assessing M&A performance (i.e.,
cumulative abnormal returns), which measure investors’ expectations for the
future. A second advantage of accounting-based measures is that they can
measure different aspects of M&A performance. For example, ROA is a measure
of firm’s profitability. ROS is a measure of a firm’s efficiency and growth in sales
is a measure of firm’s effectiveness. Thus, by combining multiple accounting
based measures within a single study, a researcher can obtain a more integrated
view of M&A performance.

Third, one of the major motives for conducting M&As is to explore and exploit
potential synergies between the acquirer and the target firm in the long term. Such
synergies if existent will be reflected in long-term accounting performance
improvements (Harrison et al., 1991). Thus by using accounting-based measures,
researchers can evaluate the realization of synergies (Hitt et al., 1998). Despite,
the intense advantages of accounting-based measures, they have been criticised
for a number of shortcomings the use of accounting-based measures of
performance has been justified on the grounds that the only strategic objective of
every business is to improve its profitability. In the case of M&As, this means that
they are driven specially by economic motives. However, relevant research

suggests that M&As might be driven by other types of motives including
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managerial hubris (Hayward and Hambrick, 1997) and personal motives
(Brouthers et al., 1998).

In addition to this, accounting data fail to evaluate the success of a specific
acquisition as they provide gathered data measuring the performance of the whole
organisation (Bruton et al., 1994; Chenhall et al., 2007; Lubatkin, 1983).

Despite the fact that there are certain limitations in the use of accounting-based
indicators to measure post-acquisition performance, they have been widely used
in the literature. Table 3.2 summarises the main accounting-based indicators and

the studies that employed them.

Table 2.7: M&As and accounting-based measures

Kusewitt(1985) Return on Assets

Datta and Grant (1990) Return on Investment, Earnings per share, cash flow
Bergh (1997) Return on Asset

Sharma and Ho (2002) Cash flow from operations, working capital from operation
Bild et al (2005) Return on Equity

Shimizu and Hitt (2005) Return on Asset

Zollo and Meier (2008) Return on Asset

Mohammad et al(2014) Return on sales, Sales growth

2.11.2 M&As and stock-market-based measures

In the second stream of research, where the majority of studies come from
(Cartwright and Schoenberg, 2006; Zollo and Meier, 2008), stock market- based
measures have been used to assess the performance of M&As. The basic principle
behind such studies is that the company’s strategic goal is to maximise its
shareholder wealth (Papadakis and Thanos, 2010). Finance scholars have relied on
stock prices for evaluating M&A performance because they are the only direct
measure of stockholder value and data are easily accessible for all publicly traded
firms (Campa and Hernando, 2004; Lubatkin and Shrieves, 1986). However,
using stock returns as a performance indicator has received criticism. Some
researchers (Larsson and Finkelstein, 1999; Lubatkin, 1983) suggest that the use

of stock-market-based measures may suffer from serious limitations. Limitations
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of this method are that it cannot be used for companies which are not listed and
that share price movements may not only be a result of a particular acquisition
(Schoenberg, 2006).In the Libyan context some of banks are not listed in stock

market. So it was difficult to evaluate the performance based on stock market base.

Table 2.8 M&As and stock-market-based measures

Firth (1980)

Shareholder returns

Malatesta(1983)

CAPM, Stock price

Bradley et al (1988)

CAPM

Shelton (1988)

CAR, cumulative residuals

Blackburn et al (1990)

Capital Market Returns, Corporate Control

Healy et al (1992) Cumulative Abnormal Returns

Loughran and Vijh (1997) Abnormal Returns

Capron and Pistre (2002)

Cumulative Abnormal Returns

CAPM, Market book value, method of
payment
Cumulative Abnormal Returns

Sudarsanam and Mahate (2003)
Sudarsanam and Mahate (2006)
Cording et al (2008)

Kim and Finkelsten(2009)
Teucher(2012)

cumulative abnormal returns (CARSs)

cumulative abnormal return CAR

Abnormal Returns

2.11.3 Subjective indicators of performance

The third stream of research includes scholars from the fields of strategic
management and organisational behaviour. These scholars have often employed
managers’ assessments (Angwin, 2004; Child et al., 2001; Datta, 1991; Homburg
and Bucerius, 2006; Rostand, 1994). Subjective indicators of performance are
usually used when objective measures are hard to obtain. Researchers employing
this method usually send questionnaires to Chief Executive Officers or to the Top
Management Team asking them about their perceptions of the organisational and
financial performance of the firm.

Dess and Robinson (1984,page 265) point out that, the use of subjective measures
has been based on three major reasons: (a) ‘Researchers often encounter problems
obtaining objective measures of performance’ and thus subjective measures are

more suitable; (b) respondents can provide information on both financial and non-
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financial indicators (Brouthers et al.,1998; Schoenberg, 2006) and thus the issue
of performance is captured in a more multidimensional way; (c) research suggests
that managers’ perception of success defines the way they act. Hence, probably,
the most suitable criterion for measuring the success of an acquisition is to ask
questions regarding their perceptions (Nikandrou and Papalexandris, 2007).
Concluding with the third stream of research, some researchers (e.g. Lubatkin and
Shrieves, 1986; Venkatraman and Ramanujam, 1986) express the view that the
use of subjective measures of M&A performance may have inherent limitations.
The most important is that the views expressed may be subject to managerial bias
(Lubatkin and Shrieves, 1986) as a single respondent may overestimate his/her
firm’s performance (Venkatraman and Ramanujam, 1987). Subjective measures
of performance have been widely used in the M&As literature. It is common for
researchers administering surveys to enquire about performance implications.
Generally, the measures used include financial performance indicators rather than
non-financial (e.g. Birkinshaw et al., 2000; Bresman et al., 1999; Brock, 2005;
Capron et al., 2001; Datta, 1991; Hitt et al, 1998; Kavanagh and Ashkanasy, 2006;
King et al, 2004; Larsson and Finkelstein, 1999; Larsson and Lubatkin, 2001,
Pablo, 1994; Saxton and Dollinger, 2004; Schoenberg, 2006; Stahl and Voigt,
2005; Very et al., 1997; Walter and Barney, 1990; Ahammad et al.,2014).

As seen above, the use of perceptions is frequently adopted in the strategic
management literature on acquisition process and is justified on the basis that
perceptions may be the best predictors of behaviour (Calori et al., 1994). There is
evidence supporting the general reliability of self-reported performance measures
particularly when reported by the firm's top managers (Nayyar, 1992; Very et al.,
1997).

Academics employing subjective measures of performance often use regression
analysis or structural equation modelling to assess the impact of certain

independent variables on post-acquisition performance.

2.12 Conclusion

In summary, this chapter introduced the basic conceptions of M&As. This

included identifying the types of M&A and motives of M&As. The most natural
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explanation is the growth motive, where the strategic goal is the entry to a new
market, so intensifying growth which results in monopoly position. Entering new
lines of business through diversification neutralises the effect of fluctuations in
earnings. Acquisitions motivated by financial motives reduce the capital cost and
provide an opportunity for a better utilisation of different tax structures. Another
financial approach relates to the price of the undervalued target, because of
imperfections in the market of information. Finally the acquisition may cover an
economic irrational point of view, because managers try to maximise own wealth
by an empire-building strategy. Moreover, the chapter contrasted the research on
M&As from the perspectives of financial economists, strategic scholars,
organisational researchers and the process school researchers. In the next chapter,
the reader will be introduced to the extensive factors that effects on M&A

performance.

The current chapter reviews literature focusing on pre merger factor and post
merger factor that influencing merger performance.

This chapter reviewed the literatura on the different integration typologies and
highlighted studying the pre-merger and post-merger integration process.

Despite the widely accepted view that cultural differences have an impact on the
performance of M&A, a review of extant research provides contradictory findings.
In line with other reviews (e.g. Schoenberg, 2000; Stahl and Voigt, 2003 and
Teerikangas and Very 2006). This research conclude that current findings differ in
terms of the impact of cultural fit on M&As.

This chapter highlighted that there are three main approaches used to
conceptualise and assess performance that are widely used among strategy
researchers: accounting reports, market valuations and key informant descriptions
(subjective indicators). The accounting reports usually employ profitability of
growth measures, the market valuations risk adjusted returns, unadjusted market
value and abnormal returns, whereas key informant descriptions use operational,
survival, overall performance and relative performance.Moreover, this chapter has
provided the literature review on acquisition motives, pre- and post- acquisition
that effected on merger performance. The next chapter will give an overview of

the background to Libya and its banking sector.
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CHAPTER 3 LIBY AN CONTEXT AND BANKING SECTOR

3.1 Introduction
In the previous chapter, both the theoretical and empirical literature on mergers
and acquisitions was reviewed. It was noted in that chapter that whilst the
literature was extensive, the banking mergers in Libya provided a unique setting
in that unlike many other mergers were forced upon the banks by the Central
Bank of Libya. The implication of this is that the factors that might influence
success might be different from what is already known in the literature and
therefore the existing frameworks for explaining merger performance might not
be appropriate in Libya. In this context, it is important to provide and understand
of the context in Libya and to integrate these into the conceptual framework for
the current study. Therefore this chapter aims to discuss institutional context in
Libya and the nature of the Libyan banking sector. It consists of three parts. The
first part of the chapter offers a brief review of the Libyan political and economic
issues that have affected the banking industry. The second part sets the
background and context in which the banking industry operates and to enhance
the understanding of the development of this industry. Discussion in this part
includes the historical of Libyan banking industry and describes the role of central
bank and the structure of the banking system in Libya. The final part of the
chapter provides a discussion of Libya’s banking sector reforms, including the

banking mergers.
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Figure 3.1: Structure of the Libyan Banking System
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Source: Central Bank of Libya (2010)

3.5.1 A historical overview of the Libyan banking sector

The historic development of the banking system in Libya contained a number of
phases of political development including the Ottoman Empire era, the Italian
occupation period, the British administration period, the pre-Libyanization period,
the Libyanization period, the nationalization stage and, finally, the emergence of
private commercial institutions. These phases are discussed in more detail in the
following sections.
3.5.3.1 Functions of commercial banks
Commercial banks may engage in some or all of the following business activities
(Article 65/2 of Banking Law No. 1/2005):
1. The cashing of cheques made out to and by customers.
2. Services relating to documentary credits, documents for collection and letters
of credit.
3. Issuance and management of instruments of payment including monetary
drawings, financial transfers, payment and credit cards, traveller’s cheques etc.
4. Sale and purchase transactions involving monetary market instruments and
capital market instruments to the credit of the bank or its customers.
5. The purchase and sale of debt, with or without the right of recourse.
6. Lease financing operations.
7. Foreign exchange transactions in spot and forward exchange markets.
8. The management, coverage, distribution and transition of banknote issues.
9. The provision of investment and other services for investment portfolios, and
the provision of investment trustee services, including the management and
investment of funds for a third party.
10. Management and safekeeping of securities and valuables.
11. Provision of trustee or financial investor services.

12. Any other banking activities approved by the Central Bank of Libya.

Before it can engage in banking activities, each commercial bank must obtain a
licence from the Board of Directors of the CBL. (Article 66 of the Banking Law
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says this replaces the licence stipulated in the Commercial Law.) Commercial
banks are prohibited from engaging in the following transactions (Article 77):

a. Wholesale and retail commerce, including importation and exportation and
brokerage or commercial agency activities, except as required by financial

leasing activities or Islamic banking services.
b. The acquisition of a joint stock company’s shares in the capital of the bank.

c. The acquisition of the shares of another joint stock company in excess of 10%
of the company’s paid capital. The nominal value of the total shares owned by
the bank in such companies must not exceed one-half of the paid capital and

capital reserve.

d. Entry as a general partner into partnerships and the like.

e. Acceptance of shares that comprise the bank’s capital in the form of a loan
guarantee, or the transacting in or acquisition of such shares, unless ownership
of the shares was transferred to the bank in payment of a debt to the bank by a
third party; in this case, the bank must sell such shares within one year of the

transfer of the shares to it.

f. The purchase of the shares of any bank operating in Libya, even if its head

office is abroad, unless with the permission of the Board of Directors of CBL.

g. The issuance of bearer notes payable on demand.

3.5.3.2 Ownership structure of Libyan commercial banks

The commercial banking sector in Libya consists of fifteen banks: six are public
sector-owned (including two with foreign participation i.e. Al-Wahda Bank and
Sahara Bank); eight are private banks jointly owned by Libyan and foreign
investors; and one is owned jointly (50/50) by the Libyan State and the United
Arab Emirates. As can be seen in Table 3.1, the ownership structure of the Libyan

commercial banking sector can be categorised by the following features:

a. Four commercial banks are 100% owned by private local investors,
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b. Eight commercial banks are wholly or partially owned by the public sector,

c. Two private commercial banks are jointly owned by private local and foreign

strategic investors, and

d. One is owned jointly by the Libyan State and the United Arab Emirates (50%

for each).
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Table 3.1: List of commercial banks operating in Libya as of 2010

1 Gumhuria Bank 83 17 0.0
2 | National Commercial Bank 85 15 0.0
3 Al-Wahda Bank 54 27 19
4 Sahara Bank 59 22 19
5 North Africa Bank 82 18 0.0
6 Al-Waha Bank 90 10 0.0
7 Alamman Bank for Commerce and Investment 60 40
8 Al-Wafa Bank 60 40
9 Assaraya Trade and Investment Bank 0.0 100
10 First Gulf Bank 50 50
1 Al-Mutahed Bank for Trade and Investment 60 40
12 Arab Commercial Bank 100
13 Bank of Commerce and Development 17 34 49
1 Mediterranean Bank 100
15 Alejmaa Alarabbei Bank 100

Source: Department of Bank Supervision and Monetary (2011)
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3.5.4 Private Commercial bank

Since the Libyan Banking Law No. 1 was applied in 1993, the number of private
commercial banks in Libya has grown gradually; the first private commercial
bank was established in 1997 (i.e. Bank of Commerce and Development) and by
the end of 2010 the number of private commercial banks has reached eight, which
includes, Arab Commercial Bank, Assaray Trade and Investment Bank, Alejmaa
Alarabei Bank, Al-Wafa Bank, Al-Mutahed Bank for Trade and Investment,
Alaman Bank for Commerce and Investment and Mediterranean Bank.

3.5.5 Specialised banks

Article 65/2 of Banking Law No. 1/2005 defines a specialised bank as an entity
whose main purpose is to finance and grant credit for specific activities and whose
basic activities do not include the acceptance of demand deposits. Specialised
banks are structured on cooperative lines; they do not operate on the principle of
profit, and thus their activities are different from those of commercial banks
(although they may engage in certain commercial banking activities with the
permission of the CBL). These banks were established specifically to support and
accelerate socio-economic development in Libya by granting medium- and long-
term loans for agricultural, industrial and real estate activities. There are four
specialised banks in Libya: the National Agricultural Bank, the Savings and Real
Estate Investment Bank, the Development Bank and the Rural Bank. All are

wholly owned by the Government.

3.5.6 Factors affecting the Libyan Banks' performance (before merger)

This section describes internal and external factors affecting the Libyan banks'
performance. These factors include: the conditions of the economy, bank
competition, and the state regulations regarding the bank system. The Central
Bank of Libya (2006) reported that there are many factors whether external and
internal factors that put pressure on Libyan banks, which may affect Libyan

decisions and policies. The following is a brief explanation of these effects:
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3.5.6.1 Condition of the Economy

Major changes and circumstances in economic development and financial
institutions in Libyan economy occurred over the period from 1969 until now.
The banks have witnessed great development, and the banking sector has grown
rapidly in terms of the number of banks and their branches, and increased
numbers of Libyans working in the banking sector due to economic development
(Central Bank of Libya, 2006). Similar development has taken place in the other
sectors and in the economy in general. Also, the country has invested heavily in
capital-investment projects. However, the over manning and the opening of
unnecessary branches in some parts of the country have affected the performance
of the banking system negatively (Central bank of Libya, 2007).

3.5.6.2 Banks Competition

Since 1969 the banking sector has grown rapidly in terms of numbers of the banks
and their branches, due to economic development and deregulation, and in terms
of introducing new services and improving existing services to meet new
customer requirements. The CBL established many new banks as state banks;
these banks provide short-term and long-term loans at low interest rates for all
Libyan people in order to solve the housing problem and to meet the rate of
growth in the construction sector by providing all new projects with loans. For
that reason, bank competition increased in attracting customers and companies,
although the level of competition was still low overall. In 1993, when the Central
Bank of Libya issued new law No.1 to encourage both the private sector to
establish new banks, and in 1996, the Libyan government issued law No.5 of 1997
to encourage foreign direct investment in Libya, Competition between Libyan
banks increased. The new private banks, which have already started their business,
are complementary to the existing ones, as they introduced new types of banking
services; this put pressure on state-owned banks to match these developments, and
led them to provide new banking services. Thus, banking competition has
increased to a high level between state banks aiming to keep their customers and
private banks seeking to attract the customers from state banks. By the end of

2007, there were 40 licensed banks totalling 49 banks and financial institutions
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operating in Libya, therefore, the future will not be so easy for Libyan commercial
banks, with competition coming not only from national banks but also from

foreign banks.

3.5.6.3 State regulations

The first financial and banking legislation issued in Libya was the Law No. 4 of
1963, which gave the Central Bank of Libya all rights to control the banking
system in Libya. In 1969, the CBL developed and amended this legislation to
meet the changes in the business environment, and to ensure that banks serve the
Libyan people. Therefore, all banks have to get a license before carrying out their
activities or opening any branches, and have to follow the instructions, legal
procedures and legal ratios imposed on licensed banks by the CBL during their
operation in the country.

3.5.6.4 Liberalization and privatisation of Libyan banks

Financial repression is characterised mainly by regulated fixed rates of interest on
loans and deposits, restraint of capital flows in and out of the country, deliberate
disfavour toward foreign financial competitors, controlling the exit of financial
mediators from the market and non-competitively soliciting work for the banking
sector through insurance programmes that are financed by the government sector.
The objectives of liberalisation are to increase the level of competitiveness in the
financial sector by opening the door to entrants, increasing and upgrading the
available financial tools and options for investors and depositors by expanding the
financial infrastructure of the sector, improving the process of determining and
deriving interest rates so that these rates reflect actual costs of financial resources,
improving foreign exchange distribution so that real costs are reflected and
improving the packaging and customisation of financial resources, (Central Bank
of Libya, 2006). Libyan banks may be affected by liberalisation in ways such as
profitability, development and market share, pricing policy, levels of risk and the

quantity and quality of financial services (Central Bank of Libya, 2006).
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3.6 Conclusion

This chapter has outlined a basic background of the banking industry in Libya
contextualizing it in relation to its historic, political, economic, and regulatory
environments. The interaction of these environments helps to partly explain the
nature and characteristics of the banking system and Libyan economic
environment, where banks have to operate. Libya’s banking industry has
undergone several changes over the past two to three decades that have resulted in
mergers. As a consequence the banking structure has constantly changed. The
second part of this chapter focuses on studying the development of the banking
system, including of the Libyan banking sector, its historical development and
successive reforms. This chapter has also discussed the role of the Central Bank of
Libya, which gave its approval for the opening of several national and
international private banks and financial institutions as a means of developing the
banking sector in the country. From the above discussion, it can be concludedt hat
the Libyan economy is a very small and still in a developing stage depending on
oil as its main source of finance. In the following chapter the researcher will

present the conceptual framework that underlies it.
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CHAPTER 4 CONCEPTUAL FRAMEWORK

4.1 Introduction

The purpose of this chapter is to synthesise the issues discussed in Chapters 2 and
3, to clearly state the aims, objectives of the research, and posit the conceptual
framework and constructs adopted for the needs of this study. The conceptual
framework of this research is fundamentally important to the research design, and
to the helpfulness and applicability of the research results.

The conceptual framework that underlies this study draws on three distinct
schools of thought: strategic management, organisational behaviour and process.
The strategic school is interested in the impact of acquisition on individual firms.
It posits that the economies of scale and extended scope and market power that
can be realised through acquisition lead to greater performance in the acquiring
firm (Lubatkin, 1983; Chatterjee, 1986; Singh and Montgomery, 1987).
Organisational literature adopts a more human resource-oriented perspective,
concentrating on organisational responses to mergers. The central proposition in
this school of thought is that similarity of culture in merging organisations will
facilitate employee satisfaction and effective integration. It tends to focus on the
“human” side of M&A, which is often overlooked by managers intent on doing the
deal and realising operational synergies (Marks, 1982; Bastien, 1987; Weber et al.,
2011; Buono and Bowditch, 1989; Mirvis and Marks, 1991; Schoenberg, 2006;
Lodorfos and Boateng, 2006; Nguyen and Kleiner, 2003). Organisational
researchers explain post-merger problems and failure as the result of
organisational cultural differences (Sales and Mirvis, 1984; Buono et al., 1985;
Chatterjee et al., 1992; Cartwright and Cooper, 1993; Larsson, 1993; Weber, 1996;
Vaara, 2000). They argue that widely held beliefs are particularly change resistant
and that cultural incompatibilities cause organisational problems (Cartwright and
Cooper, 1992). The school of process has its theoretical underpinnings in
behavioural theory (Cyert and Marchm, 1963; Jemison and Sitkin, 1986).
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4.2 The strategic management school

While the financial economics perspective is primarily interested in the impact of
M&A on the economy, the strategic management school concentrates on long-
term value creation at company level (Birkinshaw et al., 2000; Schmidt, Vogt and
Schriber, 2005). Strategy researchers are interested in strategic fit, the link
between performance and the strategic attributes of combining firms, and the
extent to which an acquired firm’s business should be related to the acquirer and
the outcome of the acquisition (Haspeslagh and Jemison, 1991; Birkinshaw et al.,
2000; Cartwright and Schoenberg, 2006).

The strategic management school investigates the whole M&A process, ranging
from the pre-merger phase to the post-merger phase (Birkinshaw et al., 2000). It
has been argued that although the pre-merger phase is important, actual value is
created in the post-merger phase (Jansen, 2008; Haspelagh and Jemison, 1991).
There are two groups within the strategic management school: those focusing on
acquisition performance and those focusing on acquisition planning (Haspeslagh
and Jemison, 1991). These two groups have empirically analysed issues such as
the impact of relative size, market share and pre-acquisition experience on M&A
success (Birkinshaw et al., 2000). The findings of the acquisition performance
group have been used by the acquisition planning group to develop strategic

approaches to improve success rates (Haspeslagh and Jemison, 1991).

4.2.1 Strategic fit

Jemison and Sitkin (1986a) define strategic fit as: "the extent to which the target
firm augments or complements the parent's strategy and thus makes identifiable
contributions to the financial and non-financial goals of the parent" (p. 146).
Strategists have long recognised that the strategic fit among merging partners is a
critical element in determining the success or failure of a deal (Levine and
Aaronovitch, 1981; Lubatkin, 1983; Angwin, 2000). Accordingly, they emphasise
the importance of ensuring that the proposed subsidiary can contribute to the
parent's strategy (Jemison and Sitkin, 1986b; Angwin, 2000), and of conducting
strategic fit analysis (Larsson et al., 2003).
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Strategic fit is seen as fundamental to achieving synergy and creating value
(Larsson and Finkelstein, 1999; Homburg and Bucerius, 2006; Hitt et al., 1998;
Harrison et al., 1991). It assumes a degree of homogeneity, business similarity,
product complementarity and geographic complementarity (Ides and Oyon, 1998).
The merged business is able to exploit these similarities, and the expanded market
power and economies of scale they allow, to create value (Capron, 1999; Larsson
et al., 2003). Chatterjee (1986) proved that this kind of collusive synergy (i.e.
synergy between companies from similar backgrounds) is associated with higher
value than financial synergy or operational synergy. Shelton (1988) argues that a
strategic fit is indicated when two merged firms are able to create value to a
degree that would not have been possible individually; in other words, it is the
combination of their assets that creates this extra value. All the resource synergies
are important in the early stage of developing proficiencies in newly-combined
firms (Song et al., 1997; Larsson and Finkelstein, 1999).

4.3 The organisational behaviour school

While the finance literature looks at the impact of acquisition on the economy and
the strategic literature focuses on the impact on a given firm, the organisational
literature covers the impact on individuals and organisational culture (Haspeslagh
and Jemison, 1991; Birkinshaw et al., 2000).

4.3.1 Organisational fit

Organisational fit refers to the match between administrative and cultural
practices, and how personnel and cultural characteristics may affect firm
integration (Jemison and Sitkin, 1986b; Rottig et al., 2013; Hitt et al., 2001,
Risberg, 1999). The terms organisational fit and organisational compatibility are
often use synonymously (Cartwright and Cooper, 1993a; 1993b; 1993c; 1994;
1995; Guptara, 1992; Schraeder and Self, 2003; Veiga et al., 2000; Very et al.,
1997; Zaheer et al., 2003). Thus, firms that have similar cultures and routines are
defined as being compatible or having an organisational fit (Shelton, 1988). On
the other hand, incompatibility of organisational culture is the biggest cause of
organisational conflict and M&A failure (Grotenhuis, 2001). Prior studies
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therefore stress that when deciding whether to pursue an acquisition opportunity,
the would-be acquiring firm should take into account the cultural differences
between itself and its target (Sales and Mirvis, 1985). Cartwright and Cooper
(1993) point out that cultural fit can effectively counteract the benefits of
integration, so they must be considered at the beginning of the M&A process.
These authors found a relationship between pre-M&As organisational culture and
post-M&A organisational efficiency.

Table 4.1 presents the research basis of M&A that was applied to explain the

relationship between the key variables in the study.

4.4 Process perspective school

The central proposition in this school is that the management actions and the post-
acquisition integration process determine the extent to which the potential benefits
of the acquisition are realised. Its theoretical underpinnings are in behavioural
theory (Jemison and Sitkin, 1986). The main argument in this school is that
strategic and organisational fit offer potential synergies but their realisation is
totally dependent on the ability of management to manage the post-acquisition
process effectively (Shrivastava, 1986; Hunt, 1990; Haspeslagh and Jemison,
1991; and Greenwood et al., 1994). The uniqueness of this school is that it
recognises that the acquisition process (speed of integration) itself is a potentially
important determinant of acquisition outcomes (Jemison and Sitkin, 1986). This
perspective recognises the important role of issues of strategic fit and
organisational fit, which are pre-acquisition considerations as to the potential for
value creation in acquisitions. It adds the consideration of how aspects of the

speed of integration can affect the final outcome.
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Table 4.1: Thritecal basis of M&A

School of thought

Strategic management school
Prominent literature:

Singh and Montgomery (1987) Strategic fit: Integration l\gﬁﬁ;mance
Kim and Finkelstein (2009) o Similarity o Effectiveness gweasure
Larsson and Finkelstein (1999)  Complementarity | of integration | / Survev based
Shelton (1988) y

Bauer and Matzler (2014)
Organisational behaviour school
Prominent literature:

Chatterjee et al. (1992)

Organisational

Datta (1991) fu'g::ﬁi:‘;ity
Appelbaum et al. (2000) c i
Shrivastava (1986) o Compatibility
Weber (1996)

Weber et al. (2011; 2012)

Process
Prominent literature:

_ Process
Angwin (2004) e Speed of
Ellis, Reus and Lamont (2009) integration

Homburg and Bucerius (2006)
Jemison and Sitkin (1986)

4.5 Research model and hypotheses

It is the contention of this study that post-M&A performance in the LBS is
affected by both the pre- and post-merger phases, and that the post-merger phase
is affected by the pre-merger phase. An extensive body of literature has
investigated the antecedent variables that predict M&A performance. The finance
and strategy literature has focused primarily on pre-merger factors as determinants
of M&A success (Weber et al., 2011). The implicit assumption in these studies is
that the actions of the acquiring firm during the pre-merger stage are the sole
determinants of value. For example, strategic theories, especially the concept of
strategic fit, suggest that relatedness between the buying and the target firms
determines the synergy potential, and as such is the key determinant of value
creation (Chatterjee et al., 1992). To explain the variance in M&A performance,
scholars have also cited the concept of cultural fit, focusing on the relationship
between pre-merger cultural differences and post-merger integration ( Bjorkman
et al., 2007; Stahl and Voight, 2008; Weber et al., 2009).
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4.5.1 Strategic similarity, complementarity and organisational cultural fit
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This leads us to the following hypothesis:
H1a: The greater the strategic similarity, the greater the Organisational cultural
fit.H1b: The greater the strategic complementarity, the greater the Organisational

cultural fit.

4.5.2 Synergy potential (similarity and complementarity synergies)

etal., 1994).
Researchers using the resource based perspective operationalize the construct of
fit in terms of product market, resource and/or supply chain-related similarity
(Pehrsson, 2006; Stimpert and Duhaime, 1997). Indeed, scholars regularly argue
that similarity is an indicator for the synergy potential of a transaction (Meyer and
Altenborg, 2008). But although higher similarity seems likely to yield better
results (Capron et al., 2001; Prabhu et al.,2005; Ellis, 2005; Swaminathan et al.,
2008; Tanriverdi and Venkatraman, 2005), in fact, findings so far have been
inconsistent. The dominant logic may be that strategic similarity fosters value
creation, but there are arguments for complementary differences being more
crucial for M&A success. Complementarity may be a relatively new concept in
the M&A literature (King et al., 2004; Larsson and Finkelstein, 1999).
During the integration process, each task that aims to capture synergy can
generate its own performance and help facilitate integration (Weber et al., 2011;
Angwin and Vaara, 2005). However, if there are no true synergies, the merger
will yield only negligible benefits and integration will be limited (Weber et al.,
2011). It is reasonable that it will be easier for the company, since as the synergy
potential is greater, there is similarity in resources and in complementary
resources (Kim and Finkelstein, 2009). Therefore, the higher the level of synergy
potential, the higher the integration effectiveness will be.
H2a: The greater the strategic similarity, the higher the integration effectiveness.
H2b: The greater the strategic complementarity, the higher the integration
effectiveness.
H3a: The greater the strategic similarity, the greater the M&A performance.
H3b: The greater the strategic complementarity, the greater the M&A

performance.
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4.5.3 Strategic similarity, complementarity and speed of integration

H4a: The greater the strategic similarity, the greater the speed of integration.
H4b: The greater the strategic complementarity, the greater the speed of

integration.

4.5.4 Organisational cultural fit and M&A performance

Empirical studies of organisational cultural compatibility reveal that differences in
the philosophies, values and behaviours of the top management teams can lead to
uncertainty and insecurity amongst managers in the acquired firm (Buono and
Bowditch, 1989), which may develop into feelings of anxiety, frustration and
resentment (Cartwright and Cooper, 1996). These negative feelings in turn can
result in miscommunication and conflict (Sales and Mirvis, 1984), reduced
commitment towards cooperation (Weber et al., 1996) and lower job performance
(Buono and Bowditch, 1989). This line of research is best summarised by
Chatterjee et al’s (1992) finding of a strong negative relationship between the
extent of organisational cultural differences and acquirer shareholder gains.

In parallel to the academic research, there has been growing recognition amongst
practitioners of the importance of organisational issues as a key determinant of
acquisition performance (Hopkins, 1999). Management style has been posited as a
central element in a firm’s overall culture, simultaneously reflecting the influence
of both organisational culture (Sales and Mirvis, 1984; Sathe, 1985) and national
culture (Hofstede, 1983). Practitioners confirm that acquisition can bring clashes
in management style and operating approach; their concerns about management
style compatibility are evident in the survey data presented by Angwin and Savill
(1997).

Empirical studies suggest that differences in organisational culture between the
acquiring and acquired firm can lead to inferior acquisition performance;
Schoenberg (2004), for example, found a negative correlation between differences
in attitudes towards risk and acquisition performance. However, although it seems
obvious that cultural similarity fosters integration and success, there is empirical
evidence to suggest that cultural differences can have a strong positive impact on

synergy and potential realisation and, therefore, on value creation (Cartwright and
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Cooper, 2001; Schraeder and Self, 2003; Teerikangas and Very, 2006). This leads
to the hypothesis:
H5: The greater the organisational cultural fit between the acquired and

acquiring firm, the greater the M&A performance.

4.5.5 Organisational cultural fit and effectiveness of integration

The argument that organisational cultural differences are major causes of
organisational problems such as increased acculturative stress and change
resistance is a central tenet of M&A research (Buono et al., 1985; Cartwright and
Cooper, 1996; Elsass and Veiga, 1994; Nahavandi and Malekzadeh, 1988; Sales
and Mirvis, 1984; Weber, 1996; Weber et al., 1996). This research consistently
shows that organisational culture clash is detrimental to post-merger integration
(e.g. Chatterjee et al., 1992; Weber, 1996; Weber and Tarba, 2010) and to merger
effectiveness (Datta, 1991; Weber, 1996). The key to managing the integration
process is: "to obtain the participation of the people and creat[e] an atmosphere
that can support capability transfer” (Haspeslagh and Jemison, 1991).
Overcoming cultural differences appears to be a critical factor in creating this
atmosphere and obtaining people’s participation (Weber, 1996). Thus, the degree
of cultural difference may determine the effectiveness of the integration process:

H6: The greater the organisational cultural fit between the merging companies,

the more effective the integration process.

4.5.6 Organisational cultural fit and speed of integration

1994). Conversely, where there is high cultural compatibility, employees are more
likely to abandon their former culture and accept the new culture quickly. Thus:

H7: The greater the organisational cultural fit, the greater the speed of integration.

4.5.7 Effectiveness of integration and M&A performance

H8: The higher the effectiveness of the integration process, the higher M&A
performance.

4.5.8 Speed of integration and M&A performance

H9: The greater the speed of integration, the greater the M&A performance.
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Figure 4.1: Effect of pre-merger and post-merger factors on merger performance

Pre-merger phase
- = Post-merger phase

Organisation )

culture fit :‘/HS By
. .' . H3
/; T * \ +H6 ./ ‘ +H3a
+H1b +H1a . ' ) \
, . sl Integration \/
i Stratedi \ ../ effectiveness .
! rategic : i
,' similarities : .
+H2a \
/ .
| : +H2b | +H9
. l :
‘: Strategic :
\ complementarity -
\ : +Hab “N\a \
"\ _/ : Speed of
" / integration
\ :
E / D
\ s N\
‘.\ ) / . _
" ) e :

4.6 Conclusions

To sum up, this chapter suggests an alternative way of managing the post-
acquisition process and how the multi-dimensional culture construct influences
this process. The chapter was divided into two sections. The first section
concentrated on the overall conceptual framework adopted in this research and the
second section elaborated on the multi-dimensional cultural construct. The
conceptual framework is based on three different schools of thoughts, the strategic
management school, the process school and the organisational behaviour school.
However, the researcher hypothesize that these three schools are interrelationship
and affect the post-acquisition success.

Ultimately, in this study the researcher implies that organisation culture is active
constructs in post-acquisition management and success. The next chapter proposes
the research method adopted to test the conceptual framework and its construct

developed in this chapter.
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CHAPTER 5 RESEARCH METHODOLOGY

5.1 Introduction

The term research methodology refers to “how research should be undertaken,
including the theoretical and philosophical assumptions upon which research is
based and the implications of these for the method or methods adopted” (Saunders
et al., 2007, p.481). Collis and Hussey (2003) assert that the term covers the
overall research process, from the theoretical underpinning to the collection and
analysis of data. The researcher should ensure that the chosen methodology is
appropriate to their objectives and research questions. Accordingly, the aim of this
chapter is to explain the choice of methodological approach in this study. The
chapter starts with a brief discussion of research philosophy and the available
paradigms before discussing the chosen research method. It describes the data
collection techniques that were employed, how samples were selected, and how

the gathered data were analysed.

5.2 Research philosophy

5.2.1 Definitions

The research philosophy is the procedural framework within which the chosen
methodology (e.g. case study, survey, experiment or grounded theory) is located.
It is the particular paradigm (i.e. the view or approach) that a researcher adheres to
when conducting his or her study (Easterby-Smith et al., 2002; Cresswell, 2003;
Leedy and Omrod, 2005). Saunders et al. (2007, p.112) describe the research
philosophy as “a way of examining social phenomena from which particular
understandings of these phenomena can be gained and explanations attempted.”
Easterby-Smith et al. (2002) give three reasons why the researcher should be
aware of the philosophical assumptions that underlie scientific research. Firstly,
an understanding of these assumptions can inform and clarify the design of the
research; this involves consideration not just of what kind of evidence is needed to
achieve the research objectives and how it is to be collected and interpreted, but
also the extent to which this will provide useful answers to the fundamental

questions being investigated by the research. Secondly, this understanding can
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help the researcher to identify which designs will achieve their objectives and
which will not, thus maximising the chance of avoiding errors. Finally, it will
enable them to adapt existing designs to suit the particular constraints they face,
and to recognise, or even create, designs that may be outside their previous
experience. The choice of research philosophy will be determined by the
researcher’s ontological and epistemological perspectives. It is essential to adopt
the ontological and epistemological positions that are most suited to the chosen
area of research. Every piece of research is based on specific philosophical
assumptions, which are either implicitly or explicitly expressed (Hanafi, 2006).
These assumptions have direct implications for the research strategy and the
methods chosen for data collection. Thus, the researcher must consider the
philosophical assumptions underlying their research before they design their study
(Creswell, 2009). The researcher must decide their perspective on the nature of
reality (ontology), and how they know what they know (epistemology).

Ontological and epistemological perspectives

According to Crotty (2003, p.10) “each theoretical perspective embodies a certain
way of understanding what is (ontology) as well as a certain way of understanding
what it means to know (epistemology).” Ontology is concerned with the nature of
existence, the structure of reality. Epistemology deals with the nature, possibility,
scope and general basis of knowledge (Hamlyn, 1995) and “is concerned with
providing a philosophical grounding for deciding what kinds of knowledge are
possible and how we can ensure that they are both adequate and legitimate”
(Maynard, 1994, p.10).

Ontology refers to perspectives of reality. It is a discipline of philosophy, which
deals with the study of what exists, or, in other words, whether there is truth to be
discovered. (Crotty, 2003). Ontological assumptions are concerned with how
individuals perceive social reality. The fundamental points of orientation here are
the two distinguishable ontological positions: objectivism (positivism) and
subjectivism (interpretivism). Objectivism holds that social entities exist in a
reality external to, and independent of, social actors concerned with their
existence (Saunders et al, 2009: 596, 601). Subjectivism, on the other hand holds
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that social entities are created from the perceptions and consequent actions of
those social actors responsible for their creation. From the positivist’s ontological
point of view (realist), there is a single external reality. That is, researchers see reality as
external, independent and objective, regardless of their beliefs. The positivist view is that
reality exists ‘out there,” and the subject under analysis should be tested objectively
(Remenyi et al., 1998). In contrast, Subjectivism (interpretivism) is a position “that
asserts that social phenomena and their meanings are continually being accomplished by
social actors” (Bryman, 2004, p. 17). Subjectivism are concerned with the belief that “the
observer makes a difference to the observed and that reality is a human construct”
(Wellington, 2000, p. 16). They believe that there is no single reality, the world has
different meanings and knowledge is personal, experiential, and subjective. Researchers
adopting this approach ask questions of their subjects and make their judgements based
on human perception, which is subjective and socially constructed according to its
context (Opie, 2004; Cohen et al., 2008). Epistemology, which derives from the
Greek words episteme, which means knowledge or science, and logos, meaning
reason, is defined by Crotty as the branch of philosophy that deals with the theory
of knowledge. He goes on to explain that it is: "...embedded in the theoretical
perspective and thereby in the methodology" (2003, p.63). Epistemology is the
study of the nature of knowledge and importantly what constitutes acceptable
knowledge in a given field of study (Saunders et al, 2009: 591). It is “the
philosophy of knowledge, a system of thoughts that articulates specific beliefs
about the nature of knowledge” (Hartas, 2010, p. 16). In other words, as Blaikie
(2000) points out, epistemology is concerned with the central issues and questions
of ‘truth’ including, “what can be counted as knowledge, what can be known, and
what criteria such knowledge must satisfy in order to be called knowledge rather
than beliefs” (p. 8). In social science research, similarly to ontology, there are two
common epistemological positions: objectivism and constructivism (Crotty, 1998).
The distinction between quantitative and qualitative approaches to research is due
to the different underlying epistemological positions held by researchers within
these two paradigms. Objectivists hold the view that knowledge is objective, and
independent of the observer. They view knowledge as real ‘hard’ and objective
and require observation, measurement, quantification, and generalisation of data

(Wellington, 2000). Constructivists, on the other hand, believe that reality is
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subjective and socially constructed. Their view of human knowledge contradicts
the objectivist view. The constructivist theory is based on the assumption that
reality and the investigator who observes it cannot be separated. They believe that
the investigator does not discover truth, but that s/he constructs it, and, as a
consequence reality can have more than one interpretation (Crotty, 2003;
Wellington, 2000). Researchers’ different ontological and epistemological stances
can lead to widely divergent research approaches and to the same social

phenomenon being perceived in very different ways (Crotty, 2003).

5.2.2 Research paradigms

Two main epistemological paradigms are identified in the literature, namely
positivism (also known as objectivism) and interpretivism (subjectivism).
Positivism is based on the assumption that social reality and social phenomena
exist independent of us, whether or not we are aware of them, and that the act of
investigating reality does not affect this reality (Collis and Hussey, 2009). The key
idea of positivism is that: “...the social world exists externally, and that its
properties should be measured through objective methods, rather than being
inferred subjectively through sensation, reflection or intuition” (Collis and Hussey,
2009, p.57). The philosophy that the physical world can be objectively measured,
and that cause and effect can be described and identified with certainty (Schutt,
2003), is the foundation of much quantitative research in particular. This kind of
research tends to focus on finding statistical connections between phenomena.
Positivists seek to explain the world by developing general laws from what can be
observed as facts (Henn et al., 2009). Researchers who adopt the positivism
approach focus on facts in aiming to formulate hypotheses testing for
generalisation from a small sample to the whole population, and normally use a
survey to produce the findings (Collis and Hussey, 2009). Bryman and Bell (2011,
p.15) argue that in the positivist approach: “the purpose of theory is to generate
hypotheses that can be tested and that will thereby allow explanations of laws to
be assessed”. These hypotheses are tested on a sample, often by means of a survey
(Collis and Hussey, 2009), to assess their suitability for generalisation to the

whole population.
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While positivists start with the fundamental theory, then decide what kind of
observations will best demonstrate the truth, interpretivists move from specific
observations to broader generalisations and theories. In other words, the
researcher focuses on meanings, tries to understand what is happening and then
develops ideas through induction from the data (Hackley, 2003; Harker, 2003).
The central assumption of the interpretivist paradigm is that the world is socially
constructed; that is, social reality and social phenomena are determined by social
actors' actions and perceptions (Easterby-Smith et al.,, 2002). The act of
investigating reality inescapably affects this reality.

The differences between the positivist and interpretivist research approaches can

be characterised in a number of ways — the generally accepted differences are

summarised in Table 5.1 (Deshpande, 1983; Harker, 2003; Weber, 2004).

Table 5.1: Key features of positivist and interpretivist paradigms

The world is external and The world is socially constructed and
Basic beliefs: objective subjective
Observer is independent Observer is part of what is observed
Focus on facts .
Focus on meaning
Look for causality Try to understand what is happening
Researcher
) Reduce phenomena to . -
should: simplest elements Look at the totality of each situation
Formulate hypotheses and Develop ideas through induction from
data
then test them
Preferred Quantitative (e.g. statistics, Qualitative (e.g. Hermeneutics,
method content analysis) phenomenology)
Validity Cert_alnty: data truly measures Defensible knowledge claims
reality
e Interpretive awareness: researchers
R Reliability: research results . RN
Reliability recognise and address implications of
can be reproduced . S
their subjectivity
Generalisability | Statistical probability Theoretical abstraction

Adapted from Deshpande (1983), Easterby-Smith et al. (2002), Harker (2003), Weber (2004),
Hussey and Hussey (2003)
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As can be seen from Table 5.1, each philosophy has its own assumptions
regarding research design and methodology. The positivist paradigm uses
quantitative and experimental methods to test hypothetical and deductive
generalisations (Saunders et al., 2007). It searches for causal explanations and
fundamental laws, taking large samples, and generally reduces the whole to its
simplest possible elements in order to facilitate analysis. In contrast,
interpretivism uses qualitative approaches to inductively and holistically
understand human experience in a context-specific setting. It focuses on meanings
and employs multiple methods to establish different views of phenomena
(Amaratunga et al., 2002).

The positivistic approach was chosen as the most suitable for this study for a
number of reasons. First, it facilitates comparison with previous studies on culture
and performance (e.g. Weber, 1996; Datta, 1991; Weber et al., 2011; Schoenberg,
2006; Sarala, 2010). These studies, which have tended to adopt a positivistic
approach, treat culture as an objective phenomenon that can be accurately
measured, observed and investigated. Weber and Tarba (2012) point out that in
the M&A context, the positivistic approach makes it possible to measure and
evaluate corporate culture, including beliefs, values, fundamental assumptions,
ceremonies, dress code and other aspects of the organisation, at a relatively low
cost. Second, the focus of this study is to understand, rather than to construct the
meaning of, attitude and behaviour patterns. Were the objective to understand and
explain the meaning of certain attitudes and behaviour, the interpretive approach
would be more appropriate. Third, this study is deductive in approach; it has been
guided by hypotheses which were formulated based on previous studies and then
tested using empirical data (Sekaran, 2003). Fourth, the data were mainly
collected in quantitative form and analysed using quantitative methods (Bryman
and Bell, 2003).

5.3 Research Method
5.3.1 Quantitative and qualitative methods
Saunders et al. (2007) state that the terms quantitative and qualitative are used

widely in business and management research to differentiate between data
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collection techniques and data analysis procedures. According to Bryman and Bell
(2003), the main distinctions between quantitative and qualitative research
strategies are that the former emphasises quantification in the collection and
analysis of data, mainly uses a deductive approach to test theory, employs a
natural scientific approach, is most likely to be positivist in orientation, and views
social reality as external and objective. In contrast, qualitative strategy usually
emphasises words rather than quantification in the collection and analysis of data,
predominantly uses an inductive approach to generate theory, rejects the natural
science approach in favour of an interpretive approach, and views social reality as
a constantly shifting, emergent property created by individuals (constructionism)
(Bryman and Bell, 2003, p. 25).

The quantitative approach, which is “objective” in nature (Naoum, 2007), places
considerable emphasis on the statistical generalisation of findings to explain and
predict events in the social world. This involves measuring the relationships
between variables and focusing on the causal relationships between phenomena.
Evidence of these links is gathered by generating and analysing data in a logical
and numerical form (Bryman, 2008).The most basic way of gathering quantitative
data is the questionnaire survey. Large sample surveys allow the researcher to
establish the relationships between a range of independent variables and an
outcome (for example, firm performance) and to generalise the findings to the
population from which the sample was drawn (Creswell, 1994).

Saunders et al. (2007) observe that qualitative methods are generally understood
to be any data collection technique that generates or uses non-numerical data. Van
Maanen (1980, p.9) defines them as interpretive techniques which seek to
describe, decode, translate and otherwise come to terms with the meaning (not the
frequency) of certain more or less naturally occurring phenomena in the social
world. The most popular qualitative methods are interviews, observation and
diaries. Qualitative research, which is essentially “subjective” in nature, may be
classified as either exploratory or attitudinal. Bryman and Bell (2007) summarise
the differences between the qualitative and quantitative approaches as shown in
Table 5.2.
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Table 5.2 Fundamental differences between quantitative and qualitative research strategies

Principal orientation to the
role of theory in research Deductive; testing of Inductive; generation of
theory theory

Epistemological orientation . .
P g Natural science model, in

- L Interpretivism
particular positivism

Ontological orientation Subjectivism

(Constructionism)

Objectivism
Source: Bryman and Bell (2007, p.426)

5.3.2 Research approach adopted in this study

Morgan and Smircich (1980) observe that the appropriateness of the research
approach depends on the aims of the research and the nature of the social
phenomena to be explored. As discussed above, this research takes a positivist
approach, which requires a quantitative strategy. The use of a quantitative strategy
was judged appropriate for a number of reasons. First, the nature of the research
questions and objectives requires the testing of hypotheses; to do this, the
variables must be capable of being measured quantitatively. Moreover, the
quantitative approach is especially appropriate, given that these questions are
causal in nature. Second, statistical analysis allows for accurate comparisons and
generalisations. Previous quantitative studies (e.g. Cartwright and Cooper, 1993;
Chatterjee et al., 1992; Weber et al., 1996; Lubatkin et al., 1999) have been shown
to have high reliability and validity, and there is a strong .Third, the nature of the
study questions used is causal such that the quantitative approach would be the
most appropriate way to test them. The main method of data collection was
therefore quantitative, though there was some use of the qualitative interview

method during the development of the main research instrument.

5.3.3 Data

According to Sekaran (2003), data can be classified as primary or secondary. The
former refers to information obtained first hand by the researcher on the variables
of interest for the specific purpose of the study and the latter refers to information
gathered from sources that already exist. In this study, primary data were collected
using a questionnaire survey. This strategy was selected in order to maximise the
reliability and validity of the gathered data (Robson, 2002; Creswell, 2003;
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Modell, 2005) and because it is efficient in terms of energy, time and cost
(Sekaran, 2003); it is possible to reach a large number of geographically diffused
respondents, including managers with busy schedules. Furthermore, surveys can
be targeted to produce the desired kind of data, and the results can be analysed
using statistical models. Emory and Cooper (1991) argue that they are an
appropriate instrument for gathering information on perceptions and past events,
while Bryman (2008) suggests that they are the best way of collecting information
from staff and managers in organisations.

The questionnaire method has also been found to be the most effective way of
collecting data in Arab cultures (e.g. Abdalla and Al-Homoud, 1995; Agnaia,
1996; Albahussain, 2000; Al-Athem, 2000). This was a particularly relevant
consideration, given that this research was conducted in Libya. It was also felt that
the questionnaire would allow objective measurement of the relevant M&A
variables so that the relationship between these variables could be examined. This
is in line with previous research that has also used questionnaires to study the
M&A process (e.g. Weber, 1996; Chatterjee et al., 1992; Datta, 1991; Weber et al.,
2011).

5.3.4 The sample

An important issue when implementing a questionnaire survey is sampling
(Robson, 2002; Neuman, 2003). Sampling is defined by Sekaran (2003) as the
process of selecting a sufficient number of elements from the population such that
by studying the properties or characteristics of the sample, the researcher will be
able to generalise such properties or characteristics to the population as a whole.
When undertaking quantitative data collection, it is important to consider the
study population — that is, the total number of elements, organisations, subjects or
members from which it is possible for the researcher to collect data (Teddlie and
Tashakkori, 2009; Collis and Hussey, 2003).

The first step in the sample selection process in this study was the selection of
banks that had been formed as a result of mergers in Libya. The second step was
to select managers from the three banks to fill in the questionnaire. The principle

in this type of sampling is to get all possible cases that fit the given criteria
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(Neuman, 2003); in this study, this involved identifying those people in each firm
who were the most qualified to provide the required information, had the relevant
knowledge and were willing to participate (Theodosiou and Katsikeas, 2001). The
process began with the identification of an acquirer bank from a central bank of
Libya database. The bank’s website was then checked to identify the person
working for the banks before and after the merger. In some cases, banks were
called by phone to identify a key person in the company because the information
on their website was either inadequate or unclear. Based on the results of the
website search and telephone conversation, a list of 500 potential survey
participants was assembled. Banks that did not provide contact details for the

relevant managers were eliminated from the list, leaving a sample of 486.

Hence, the informants were not randomly chosen. In most cases, it was the chief
executive, executive vice president, general manager, business development
director or the finance manager that really had the expertise to answer the
questions. The focus on the management team as a unit of analysis was based on a
number of considerations. First, managers play the most significant role in
shaping the corporate culture and signalling it to the workforce (Schein, 2005);
the beliefs and values of these managers are expected to permeate and influence
other levels of the organisation. Second, some researchers have argued that
cultural differences at management level are most likely to affect the merging
organisations’ ability to realise the potential synergy of the merger (Davis, 1986;
Sales and Mirvis, 1984). Third, to study the effects of cultural differences, it is
necessary to observe the contact between the members of the two cultures. During
mergers, such contact is likely to be greatest at management level (Weber and
Schweiger, 1992). Fourth, many organisations select their managers from the
ranks of individuals who appear to best represent the value system of the majority.
As such, the managers’ subculture may be a reasonable manifestation of the
organisational culture. Finally, managers are involved in and have extensive
knowledge about the main integration efforts and the effectiveness of the

integration process (Weber, 1996).
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5.3.5 Questionnaire development

The questionnaire in this study was adapted from questionnaires which have been
used in previous studies (Chatterjee et al., 1992; Lubatkin et al., 1999; Weber,
1996; Weber et al., 1996; 2011).This strategy was consciously chosen to enhance
the validity and reliability of the measures (Kominis and Emmanuel, 2007). In
addition, it also facilitated comparison with previous studies (Bryman and Bell,
2003).

Particular attention was paid to the wording of the survey questions as poor or
ambiguous wording can distort the results (Emory and Cooper, 1991). The
questionnaire made extensive use of terms found in strategy literature, such as
integration, centralisation, performance measurement and strategic motive. These
words may not be fully understood by everyone in the firm, but it was assumed
that they would pose no problems for corporate managers. Care was taken to
avoid terms which could have different interpretations. For example, there is often
confusion between “mergers” and “acquisitions”. In the literature, these words are
often used interchangeably (Weber, 2003), but mergers and acquisitions in fact
bring different types of organisational change. Consequently, the questionnaire
used “merger” but avoided “acquisition” and “takeover”. Care was also taken to

avoid loaded questions and strong adjectives.

Likert scales were used for the majority of the questions. These consist of “a
number of evaluative statements concerning an attitude object” (Dillon and
Kumar, 1994) and are commonly used in strategy research to measure attitudes.
All of the questionnaires that served as models for this research project used
Likert scales. However, the success of Likert scales depends to a large extent on
the quality of the scale items. According to Dillon et al. (1994), the scale items
should: (1) capture all relevant aspects of the attitude object, (2) be unambiguous
and (3) be sensitive enough to discriminate and thus create variability. In order to
increase the variability, the scales were 5-point (strongly agree to strongly
disagree) rather than 3-point. This also allowed the use of statistical tests such as
SEM and CFA, which only accept responses from a 5-point scale or above

(Blunch, 2008). The decision was made not to go any higher (i.e. 7-point) because
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Libyan respondents are more familiar with the Likert 3-point and 5-point scales
and, as Holmes (1974) points out, 5-point scales are generally the easiest for the
respondent to comprehend. Taking into consideration such factors as the type of
information needed and the characteristics of the respondents, Likert 5-point

scales were considered the most appropriate for this study.

5.3.5.1 Measurement of variables
The variables in this thesis are: merger and acquisition motives, organisational
culture fit, synergy from similarities, synergy from complementarities, speed of

integration, effectiveness of integration, and performance of M&A.

5.3.5.2 Merger and acquisition motives

This section of the questionnaire was designed to examine the motivations behind
mergers and acquisitions in the Libyan banking sector. From a thorough review of
previous M&A studies (e.g. Seth et al., 2000; Walter and Barney, 1990; Kreitl and
Oberndorfer, 2004), a number of possible motives for conducting merger and
acquisition were identified as having been used in questionnaire surveys.
Following a closer analysis of the questionnaires used in these prior studies, a
decision was made to adapt the version used by Kreitl and Oberndorfer (2004).
The most recent study on motivations, this captured all the motives already
identified by Seth et al. (2000) and Walter and Barney (1990) and therefore
represented the most comprehensive set of motives from which to draw. In
adapting the questionnaire, care was taken to ensure that only questions relevant
to the Libyan context were included; this left nineteen questions relating to the
motivations for M&A. In line with previous studies (Seth et al., 2000; Kreitl and
Oberndorfer, 2004), a 5-point Likert scale was employed asking respondents to
indicate the importance of these motives in the LBS. The scale ranged from 1 (no
importance) to 5 (very important).

5.3.5.3 Organisational culture dimensions
The measurement of organisational culture differences was based on the

measurement method originally developed by Chatterjee et al. (1992) and

subsequently used in a number of other studies (Lubatkin et al., 1999; Weber,
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1996). A cultural difference index was computed across seven dimensions, each
consisting of three to five items: innovation and action orientation (five items);
risk-taking (five items); lateral integration (four items); top management contact
(three items); autonomy and decision-making (five items); performance
orientation (three items); and reward orientation (four items). This produced a
total of 29 questions addressing managers’ attitudes towards the differences in
values between the merging companies. For each question, respondents were
asked to rank the level of similarity in the organisational culture of the two
merging banks on a 5-point scale ranging from very similar to very different. The

seven dimensions are discussed in more detail below.

5.3.56.3.1 Innovation and action orientation (5 items)

Managers with a strong orientation towards innovation and dynamic activity
encourage rapid response to change and to competition in the external
environment. They encourage innovation as a way of coping with environmental
challenges and gaining competitive advantage, and attempt to exploit
opportunities for new products and markets. In contrast, organisations with a less
action-oriented management culture generally have managers who prefer stability,
intensive planning and a relatively high level of formality. Naturally averse to the
risk that comes with uncertainty, these managers do not want to rush and grab
every opportunity. This difference in management approach mainly derives from
the fact that managers have different ideas about how much they have to do to

respond to changes in the industry.

5.3.5.3.2 Risk-taking attitude (5 items)

Managers’ risk-taking philosophy and risk preferences rank as one of the most
significant indicators of differences in management culture. The propensity to
take risks affects many important decisions such as whether to invest in new
ventures and acquisitions, equipment and technologies for manufacturing, or

research and development, and how to manage cash and credit flow.

A relatively strong relationship has been identified between risk-taking and
innovation/action orientation, highlighting the interconnectedness of the cultural

dimensions. For instance, achieving a competitive advantage through innovation
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requires both investment in R&D projects and a certain willingness to take risks.
Thus, some aspects of innovation orientation also tend to be associated with risk-
taking. Conversely, a perceived threat or risk may induce a sense of urgency and
an orientation towards action to reduce this risk (e.g. by taking steps to resolve a

problem or capitalise upon an opportunity).

5.3.56.3.3 Lateral integration (4 items)

Managers have different ways of promoting cooperation between organisational
units and encouraging competition to increase motivation and effort. While
“prospectors” opt for complex and expensive coordination mechanisms,
“defenders” use simple forms of coordination (e.g. standardisation and
scheduling). The importance that management attaches to cooperation and
communication is reflected in its encouragement of staff to understand each
other's problems and difficulties, and to help other organisational units rather than

compete with them.

5.3.5.3.4 Top management contact (3 items)

This dimension relates to managers’ views on whether subordinates should
receive managerial support, warmth, understanding and encouragement. Since
these views will to some extent depend on the personality of the individual, they
differ from manager to manager. Managers have different views on the extent to
which subordinates should be allowed or encouraged to be creative and try new

ideas (within reason), or to openly criticise management and discuss conflicts.

5.3.5.3.5 Autonomy and decision-making (5 items)
A fundamental characteristic of management is the value and importance they

ascribe to autonomy and responsibility. These beliefs have repercussions for the
structure of the organisation. They influence how roles and procedures are defined,

and the level of formality in these definitions.

5.3.5.3.6 Performance orientation (3 items)
Managers have different attitudes towards performance and its evaluation (their
own and their employees’). Some believe that almost anything can be achieved

and push for high standards in the belief that this motivates people to continually
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improve their performance. Others feel that managers should be held accountable
for their performance and that expectations for this performance should therefore

be clear and measurable.

5.3.5.3.7 Reward orientation (4 items)

Organisational culture is also expressed in the manner in which rewards are
granted. This dimension is central to comprehending cultural differences because
who gets rewarded and why is an unequivocal statement of the corporation's
values and beliefs. It reflects managerial attitudes concerning the extent to which
the company should pay competitively and fairly and compensation should relate

directly to performance.

5.3.5.4 Strategic from similarities (11 items)

On the principle that synergy that can be achieved by accumulating similar
operations (the concept of economy of sameness), eleven items on the
questionnaire dealt with the similarities between various operational functions,
such as marketing operations (geographic markets, customer groups and industries)
and production operations (types of input, process and product). To measure this
variable, respondents were asked to indicate the level of similarity between the
merging banks using a 5-point Likert scale ranging from very low to very high.
This measure was adapted from the questionnaire developed by Larsson and
Finkelstein (1999).

5.3.5.5 Strategic from complementarities (11 items)

Synergies can also be achieved by combining different but complementary
operations (the concept of economy of fitness). Larsson and Finkelstein (1999)
proposed an integrative model of M&A that described synergy realisation as a
function of the similarity and complementarity of two merging businesses
(combination potential). They highlighted that value creation in M&As is derived
from various sources of synergy (Chatterjee, 1986), such as operational synergies,
collusive synergies and managerial synergies. This variable was measured using
the eleven items developed by Larsson and Finkelstein (1999). Respondents were

asked to indicate the level of complementarity between the merging banks in their
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marketing operations (possible transfer of marketing capabilities to new markets
and products) and production operations (possible transfer of production

capabilities). Again, the 5-point Likert scale ranged from very low to very high.

5.3.5.6 Speed of integration

To measure this variable, the study used items developed by Homburg and
Bucerius (2006). These were: marketing and sales channels, accounting/finance
and customer service. A 5-point Likert scale was used in which 1= more than 24
months, 2 = 19-24 months, 3 = 13-18 months, 4 = 6-12 months and 5 = less than 6
months (Homburg and Bucerius, 2006).

5.3.5.7 Integration effectiveness (12 items)

Twelve questions measured integration effectiveness across twelve different
functional areas. The 5-point Likert scale went from 1 (integration was not
effective) to 5 (integration was highly effective). This measure was adopted from
the questionnaires developed by Larsson and Finkelstein (1999) and Weber
(1996).

5.3.5.8 Performance measurement in acquisitions

M&A performance was measured by means of a procedure that was adopted from
Schoenberg (2004), Datta (1991) and Homburg and Bucerius (2006). Each of the
managers who participated in the survey was asked about his opinion on the
impact of the M&A on five performance areas: ROI, ESP, stock price, cash flow
and sales growth. The perceived level of improvement in each area was ranked on
a 5-point scale from 1= very low to 5 = very high. Managers were also asked to
weight the relative importance of each of the five performance criteria in terms of
percentages (the total sum of the weights reaches 100%).

The study adopted a subjective measure of performance in view of the established
difficulties of obtaining objective measures (Very et al.,, 1997; Larsson and
Finkelstein, 1999; Schoenberg, 2004). Research based on stock market prices and
accounting-based measures (so called quantitative objective indicators) usually

focuses on short-term periods around the announcement day and ignores the
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importance of the integration phase (Bauer and Matzler, 2014). Moreover, share
market prices are only informative about expected ex-ante acquisition
performance rather than that actually achieved ex-post (Larsson and Finkelstein,
1999). Similarly, comparable accounting measures of performance in individual
acquisitions are typically not available, due to national differences in accounting
standards and difficulties in disaggregating the performance of individual
operating units from consolidated accounts (Larsson and Finkelstein, 1999).
Hwang and Jan (1998) found that differences in accounting measurement rules
affect the predictability of earnings, while Weetman and Gray (1991) found that
differences in accounting principles from country to country lead to quantitative
differences in profits reported.

More positively, empirical support for the validity of subjective performance
measures is available from a number of separate methodological studies. Dess and
Robinson’s (1984) widely cited investigation into the relationship between
objective and subjective performance measures concluded that: "The Top
Management Team's perception of how well their firm had performed — measured
in a subjective and relative sense — was consistent with how the firm actually
performed™" (Dess and Robinson, 1984, p.271). Managers from acquiring firms
tend to have enormous knowledge about the transaction and the integration phase
(Datta, 1991; Homburg and Bucerius, 2005), and many studies give clear
evidence that their rating correlates (highly and significantly) with objective
success measures (Datta, 1991; Homburg and Bucerius, 2005). Researchers have
found this to be the case in samples ranging from new ventures (Brush and

Vanderwerf, 1992) to international joint ventures (Glaister and Buckley, 1998).
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Table 5.3 Variables studied, source of instrument and number of items

Motives for merger | Kreitl and Oberndorfer (2004) 19
Organisational Chatterjee et al. (1992), Weber (1996), Weber et al. 29
culture fit (2011)
Similarities of Larsson and Finkelstein (1999),Weber et al. (2011) 11
synergy
Complementarities | |, <on and Finkelstein (1999), Weber et al. (2011) 11
of synergy
Speed of integration | Homburg and Bucerius (2006) 7
Effectiveness of | \yener (1996), Weber et al. (2011) 12
integration

Schoenberg (2004), Datta (1991), Homburg and
Performance Bucerius (2006), Weber (1996) 6

5.3.6 Ethical considerations

The research was conducted using clear ethical procedures in line with
Nottingham Trent University Graduate School’s code of guidance on ethical
research. As the focus of the study is cultures and performance, no real ethical
issues were anticipated, but the guidance and support of the supervisory team

were sought whenever any unforeseen ethical problems were encountered.

At the outset, meetings were conducted with human resource managers in the
sample banks to explain why their firm had been chosen to participate in the study
and the kind of information that would be collected. Thereafter, the following

steps were taken to protect the rights of the participants:

1. Respondents were informed that participation in the survey was voluntary.

2. The questionnaires were completed anonymously. For the purpose of
analysis, participants were assigned pseudonyms to prevent them from
being individually identifiable in any publication arising from this project.

3. The objectives and importance of the research were explained to
respondents. It was emphasised that their answers were important to obtain
reliable results and enable the design of an effective framework for culture
and performance.

4. It was made clear to the participants that any information submitted would
be used for the purpose of academic research in the context of a PhD

project, and that it would not be used for any other purpose.
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5. It was ensured that all submitted information was stored and collected
securely, both in electronic and paper format, and that this information
remained confidential.

5.3.7 Pilot study

Pilot testing is important to detect any weaknesses in the design of the research
instrument (Blumberg et al., 2005). Accordingly, following completion of the
questionnaire, a pilot study was undertaken with a small number of respondents to
test the suitability of the questions. It was important to check that these were
understood by respondents and that there was no ambiguity or confusion in the
wording or measurement (Sekaran, 2003; Robson, 2002). The pilot study also
enables the researcher to carry out a preliminary analysis to see whether the
wording and the format of the questions will present any difficulties when the
main data is analysed (Bell, 2005).

In this case, the exercise was also useful in highlighting the potential difficulties
involved in gaining access to the right respondents, particularly as Libyan banks
are very cautious about providing any information regarding their activities
(Agnaia, 1996). The pilot study enabled the researcher to plan the best way of
gaining access in advance. It also aided the translation process (into Arabic). The

pilot study was comprised of four stages.

5.3.7.1 The first stage of the pilot study
Following consultation with my supervisor, the first draft of the questionnaire was
sent to sixteen Libyan PhD students, all of whom were studying business
administration and had conducted fieldwork of their own. These colleagues and
friends were asked to comment on the questionnaire's appropriateness in terms of
layout, wording and length and to make any suggestions and recommendations.
Some practical and useful comments were received from the ten students who
returned the questionnaire. For example, three suggested improvements to the
layout, such as placing the table at the right hand side and the questions (items) on
the left. They also suggested that the answer categories should be coded by
numbers to each question. This was helpful as it made the questionnaire easier to

answer. Although they felt that the questions were appropriate, they expressed
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concern over the length of the questionnaire, which had ....pages. The length was
not reduced, however, as all the questions were considered important to address

the issues being raised.

5.3.7.2 The second stage of the pilot study: translation to Arabic

Although the national language in Libya is Arabic, the questionnaire was
constructed and written in English. Consequently, it had to be translated. This task
had to be dealt with carefully to ensure that the questionnaire remained the same
even though the language was different. Oppenheim (1992) states that:
"Translation of a questionnaire from one language to another is akin to entering a
series of minefields” (p.48). Saunders et al. (2007) agree that: "Translating
questions and associated instructions into another language requires care™ (p.357).
In this case, the English version was given to an expert in Libya, whose native
language is Arabic, in order to help with the translation to Arabic. Generally,
efficient translation demands good knowledge of the two languages involved, plus
a good knowledge of the technical aspects of the context and the subject under
investigation (Milovanovic, 1999). Following translation, the English and Arabic
versions of the questionnaire were sent to two lecturers in strategic management,
one at Tripoli University (Dr. Al-tamimi) and the other at the Alacademya of
Graduate Studies (Dr.Al-tawergi). They were asked to compare the two
questionnaires and to give their opinions and suggestions. The changes they
suggested were incorporated to produce a final version of the instrument. This
method has been found useful by other researchers in the Middle East (e.g. Jafari,
2008) and the Arab world (e.g. Youssef, 2006).

5.3.7.3 The third stage of the pilot study
Before the final questionnaire was distributed, it was important to pilot test on

some of the respondents. Therefore, 30 questionnaires were distributed to the
three banks. The objective of this stage was to explore any ambiguity or confusion
in the questions, and to find out whether the participants had any suggestions to
make. Eighteen of the questionnaires were returned to the researcher. After the
pilot testing, revisions, specifically in terms of format, were made based on their

feedback. For example, the soft-copy version, which initially asked respondents to

87



use an (x) sign when filling the questionnaire, was changed to ask respondents to
use a tick (\) mark as this is easier and more convenient. During the pilot test, the
majority of respondents ticked answers at the two extremes of the scale,
answering 1 or 5 for each item. This was because the instructions directed the
respondents to select response number 1 if they strongly disagreed and 5 if they
strongly agreed. Misunderstanding the instructions, respondents thought that they
were only allowed to tick 1 or 5. This mistake could not have been detected
without the pilot study. The instructions for each section in the questionnaire were

consequently revised to make them clearer.

5.3.7.4 The fourth stage of the pilot study: interviews

Interviews were conducted with respondents. The purpose of these interviews was
to better understand the context of merger activity in the LBS, which is unusual in
that most of it has been led by the CBL. They also served to help refine the
questionnaire, which was largely adapted from existing research conducted in
developed countries. As there are major economic differences between firms in
the US, Europe and Middle East, it was important to check whether the survey
items were applicable in the Libyan context. For example since the managers
conducted interviews, they ignored some items about motivation that are not
compatible with their banks. Therefore, it was important to check whether items

are suitable for participants.

Collecting data in general is difficult; how difficult depends on cultural, social,
economic and political factors. Most Libyan banks are very reluctant to provide
any information about their processes and employees, and it was evident in the
interviews that respondents were either unable to provide much information about
M&A (the CBL staff who were interviewed had not been involved in the
integration between banks) or were unwilling to talk about cultural differences
because they saw the integration issue as sensitive and confidential. All refused
requests to tape record the interview for future reference and data analysis, despite
being guaranteed confidentiality and offered a copy of the recorded conversation.
They did agree to the interviewer taking notes while they talked. This task of

asking questions and follow-up questions was a challenging one for the researcher,
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and might have led to some important information being missed. Mindful of this
problem, managers themselves expressed a desire to answer the questions through
a questionnaire. This was another reason why this particular quantitative strategy

was adopted.

5.3.8 Data collection

5.3.8.1 Survey administration

Zikmund (2003) identified three methods for conducting surveys: the personal
(face-to-face) interview, the telephone interview and the self-administered
questionnaire. The main advantages of the face-to-face interview method are that
it allows the researcher to get immediate feedback from the respondents. However,
it is costly and time consuming. Telephone interviews allow the researcher to get
data quickly and are less costly than face-to-face interviews, but only those with
telephone access can be included in the sample (i.e. it may not yield representative
results). Self-administered questionnaires are the cheapest option of the three, in
addition to which they are quicker to administer than interviews, they avoid the
dangers of the interviewer affecting the responses and interviewer variability, and
they are more convenient for respondents (Bryman and Bell, 2003). However, this
method also has disadvantages, such as the fact that the researcher cannot probe

responses or clarify questions.

Sekaran (2003) distinguishes between personally administered and mailed
questionnaires. The first is where the researcher directly hands the questionnaire
to and collects from the respondents. The main advantage of this method is that
any doubts about the questions can be clarified on the spot. Sekaran (2003) argues
that this is the best tool for data collection when the survey is confined to a local
area; it gives the researcher a chance to introduce the research topic, any
ambiguity can be explained, and the researcher or a member of the research team
can collect all the completed responses within a short period of time. In contrast,
mailed questionnaires are sent to respondents via post, fax, email or internet

(Zikmund, 2003). The survey in this study was delivered mainly via personally
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and by email because of the advantages it offers in terms of cost, speed,
accessibility and efficiency.

Respondents were provided with reply-paid envelopes to send back their
questionnaires — these were returned directly to the researcher at his mail office in
Libya and opened only by him. Each questionnaire had a unique reference number,
which participants were asked to record for any future correspondence. As the
researcher did not have any record of this unique reference number, only the
participants could identify the questionnaire. Any participant wanting to withdraw
from the study was asked to provide the unique reference number so that their
questionnaire could be removed from the data analysis. The reference numbers

were also useful to identify who answered early and late.

Participants were informed of the voluntary nature of the survey, and that they
were free to withdraw at any time without giving any reason and without any legal
implications. They were able to withdraw via email or by calling the telephone

number provided in the questionnaire.

5.3.8.2 Stages of data collection by questionnaire

The final questionnaire was distributed personally to the banks between October
and December 2012. To increase the response rate (Blumberg et al., 2005;
Oppenheim, 2000), a covering letter was enclosed concisely explaining the
purpose of the study and the reasons why that particular company had been
chosen. The letter also emphasised that the success of the study depended on
respondents answering all the questions accurately. The covering letter was sent
using the official letterhead of Nottingham Trent University and was co-signed by
the supervisor in order to increase credibility. An additional letter was obtained
from the Libyan Embassy (the researcher’s sponsor) encouraging respondents to
cooperate. The majority of the firms involved in the study would not have allowed
the researcher access without such a letter. The respondents were assured that the
information they gave would be used only for the purpose of the study and would
not be accessible to anyone else. They were also guaranteed anonymity and

promised a summary of the research findings if requested.
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Respondents were given three follow-ups or reminders. The first reminder was
sent one week after the initial mail, while the second reminder was four weeks
after the original mailing. In order to improve the response rate, this reminder was
made by phone. The phone follow up revealed various reasons for the low
response rate. The most common reason was that the respondent was out of the
office or travelling; others said they had no time to participate during working
hours or hadn’t got around to sending it back. Some had not even opened or read
the questionnaire due to lack of time. The third reminder was sent seven weeks
after the original mailing. At this point, the researcher offered to send a soft copy
of the questionnaire to available participants, as this technique is flexible and can
be accessed at any time and place. The respondents were asked again whether
they still had an interest in receiving the survey. Non-respondents were cordially
requested to participate in the survey using the digital version instead of

conventional mail.

5.3.8.3 Response rate of the questionnaire

The questionnaire was distributed to three banks which have implemented M&A
in Libya. A total of 486 questionnaires were distributed to the selected banks. 169
questionnaires were returned and completed. This represents a response rate of
35%, as outlined in Table 5.4.

Table 5.4 Response rate for the questionnaire survey

Bank group Distributed questionnaires | Useable questionnaires Rate of response
Top management 68 34 50%
Middle 418 135 32%
management

Total 486 169 35%

The most common issue with surveys is their low response rate; this was the case
here, despite all the steps described in the previous section. Those responses that
were received were managed according to the date of arrival, enabling the
researcher to conduct non-response bias tests by comparing the early and late
responses. The potential effect of this and other forms of bias on the validity of

the results is discussed in subsequent sections.
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5.3.9 Reliability and validity

One of the general sets of methodological considerations is relevant to the
application of PLS in management research to assess the reliability and validity of
measures (Hulland, 1999). The PLS technique consists of both a measurement and
structural model (for further discussion of the technique, see section 6.3.10). The
adequacy of the measurement model can be assessed by looking at: (1) internal

consistency reliability, (2) convergent validity and (3) discriminant validity.

5.3.9.1 Reliability

Reliability refers to the extent to which a variable or a set of variables is
consistent in what it is intended to measure (Hair et al., 2007). According to Hair
(2007), reliability is an assessment of the consistency between measurements that
have one latent construct in common. The particular concern in this instrument is
internal consistency reliability — the ability to ensure that items within the test are
reflecting the same constructs (Trochim, 2006). Traditionally, Cronbach’s alpha is
used to measure internal consistency reliability in social science research, but it
tends to provide a conservative measurement in PLS-SEM. Prior literature has
suggested the use of composite reliability as a replacement (Bagozzi and Yi, 1988;
Hair et al., 2012). This study assesses the reliability of each variable using Fornell

and Larcker’s (1981) measure of composite reliability.

5.3.9.2 Validity

According to Saunders et al. (2007), validity is the extent to which data collection
methods accurately measure what they were intended to measure. Teddlie and
Tashakkori (2009) observe that validity refers to the degree to which
measurement outcomes differentiate groups of individuals who are expected to be
different in terms of a particular attribute. Validity may be assessed in several
ways; for example, Malhotra and Birks (1999, p.307) define validity of scale as:
"the extent to which differences in observed scale scores reflect true differences
among objects on the characteristic being measured, rather than systematic or

random error”. Thus, validity is an assessment of the exactness of the
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measurement relative to what actually exists. This is usually determined by
analysing the convergent validity and discriminant validity of the constructs.

To evaluate the convergent validity and discriminant validity of the constructs in
PLS, Average Variance Extracted (AVE) is used (Hulland, 1999; Chin, 1998).

5.3.9.3 Non-response bias

Non-response is defined by Wallace and Mellor (1988, p.132) as: “observations or
responses that are not available to researchers because of failure to return
questionnaires or failure to answer one or more questions”. Non-respondents are
generally participants who initially refuse to answer a questionnaire but who later
consent (Dillman, 1991; Filion, 1975). Non-response bias occurs if a certain part
of the sample cannot provide the required data for several reasons (Brymann and
Bell, 2011). If such reasons are associated with the object of investigation, there
might be a chance of a late or non-response bias meaning that the answers of
nonrespondents might deviate from the actual respondents (Klarmann, 2008).
Non-response bias is a potential issue in any M&A survey as it is a challenge to
obtain a response from every person, especially in a large sample, no matter what
data collection methods are employed (Filion, 1975).

Non-response bias arises when respondents provide different responses than
would have been provided by members of the population that did not respond to
the survey (Schwab, 1999). For example, potential key informants who have been
involved in acquisitions that have underperformed may decide not to respond. In
this scenario, the results may not correctly reflect what happens in
underperforming acquisitions, and performance variance among respondents is
likely to be restricted. Wallace and Mellor (1988) suggest that one way to check
for the existence of non-response bias is to conduct a comparative analysis of
responses by date of reply (or receipt). This is the most commonly used non-
response bias test in management research (Van der Stede et al., 2005), and was
therefore adopted in this study. Late respondents were compared to early
respondents; the former are similar to non-respondents in that they may not have

responded if a second fax or email had not been sent (Schwab, 1999).
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The responses of the two groups were compared by running t-tests. Table 5.5
presents the results of the non-response bias tests for each variable. The results
indicate that for the majority of variables, there was no significant difference (sig.
value <0.05) between the scores of the early and late respondents. It may therefore
be concluded that non-response bias was not a problem in this study.

Table 5.5: Comparison of early and late respondents

Mean S.D. Mean S.D.

Organisational | 4 1008 | 14718 | 41100 | 14241 | -274 | T
culture

Synergy 43596 | 19146 | 4.3826 | .16058 | -750 | .456
similarities

Synergy | 30786 | 30717 3.0535 33366 420 676
complementarltles

Speed of 2.8105 | 51698 2.8965 43325 | -1.038 | .303
integration

Effectivenessof | 30006 | 31542 | 3.0249 | 29740 | -279 | .781
integration

Performance 2.6177 43752 2.4829 45266 1.643 A1

5.3.9.4 Retrospective bias

Survey responses generally depend on the respondent’s recall of past events. This
may lead to a retrospective bias (also referred to as memory bias, hindsight bias,
or recall bias) of data because, over time, new information about what
characteristics these events should have leads respondents to make judgments
biased towards this new information. The past information needs to fit the
cognitive schemata that respondents have about the event. A retrospective bias is
likely to arise in cross-sectional studies on organisational performance where
respondents are asked about factors that occurred in the past that contribute to
present performance (Golden, 1992; March and Sutton, 1997).

In an effort to minimise such bias as far as possible, responses concerning
acquisitions made in 2008 were compared to those for acquisitions made in 2007.
The maximum five-year recall period adopted here is not considered excessive,

firstly because the respondents were directors and may thus be assumed to have
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high intellectual abilities and good recall (Huber and Power, 1985); and secondly,
because acquisitions are major organisational events which tend to be recalled
more accurately and completely (Huber and Power, 1985). These two points,
combined with the high levels of inter-rater reliabilities, suggest the retrospective

data may be accepted with confidence.

The t-tests for mean differences were calculated as shown in Table 5.6. There
were no statistically significant differences in means between responses
concerning acquisitions made in 2007 and those in 2008. Collectively, these
findings suggest that retrospective bias does not influence the current study.

Table 5.6: Comparison of 2007 and 2008 acquisitions

Mean S.D. Mean S.D.
Organisational 4.1079 14723 4.0637 .13082 1.156
culture
Synergy 4.3645 18300 4.3874 20581 | -.389
potential
Autonomy 3.0619 31744 3.1719 .22330 -1.643
Speed of 2.8247 50523 2.8654 44035 | -.316
integration
Effectiveness of | 3 5209 31070 | 29410 | 31488 | 879
integration
Performance 2.5837 44248 2.6538 46875 -.521

5.3.9.5 Common method bias

Common method bais is observed variance which is the result of the method by
which the data were collected (Podsakoff et al., 2003). When multiple constructs
are measured by the same method, using the same instrument may influence a part
of the covariance among these constructs. Common method bias refers to the
extent to which divergence of observed and true relationships between constructs
is the result of common method variance (Doty and Glick, 1998). This bias may
lead researchers to unjustly imply significant relationships among constructs in

the absence of true relationships (Williams and Brown, 1994).

In the survey method, it may arise because of when the data were collected; more

importantly, it occurs when all of the measures (predictors and criteria) are
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administered at the same time in the same context (Friedrich et al., 2009). As
almost all of the results in this study are based on self-reported data generated
from a single questionnaire over a single time period, common method variance
may exist (Jean et al., 2010). Another potential source of common method bias in
the survey was the grouping of questions by variable (Podsakoff et al., 2003). This
may have given a hint to respondents to relate the relationships between predictor
and criteria constructs (Robson et al., 2008). Thus, following Podsakoff et al.
(2003), Slangen (2006) and Liu et al. (2009), Harman’s single factor test was
applied. All the variables were subjected to exploratory factor analysis; unrotated
principal components factor analysis, principal component analysis with varimax
rotation and principal axis analysis with varimax rotation were employed to
determine the number of factors that are necessary to account for the variance in
the variables. The results of the unrotated principal components factor analysis on
all measurement items, after extracting three factors with eigenvalues above 1.0,
showed a total variance of 21.12%. Factor one showed the lowest variance
(17.81%), indicating no dominance by this factor. The results of the unrotated

principal component factor analysis can be found in the table 5.7.

Dramatic events, such as M&As and contact with other cultures, make differences
salient (Louis, 1983; Weber, 2011), especially in conflict situations (Sales and
Mirvis, 1984). M&As bring major changes (for example to systems and positions)
that people remember. It has been observed that attitudinal and behavioural data
do not become less accurate over time, even after periods of ten years (Gutek,
1978; Pettigrew, 1979; Finkelstein, 1992). Hence, common method bias does not

appear to be a problem in this research.

Table 5.7: Total variance explained

Initial eigenvalues Extraction sums of squared loadings |
|component Total |% of Variance |Cumulative % |Total % of Cumulative %
Variance
1 1.267 21.124 21.124 1.267 21.124 21.124
2 1.233 20.550 41.674 1.233 20.550 41.674
3 1.069 17.819 59.493 1.069 17.819 59.493
4 922 15.361 74.854
5 785 13.082 87.936
6 724 12.064 100.000

Extraction method: principal component analysis.
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5.3.10 Data analysis

The quantitative data in this study were analysed using Partial Least Square
approach (PLS). Smart PLS is one of the most widely used software applications
for Partial Least Square Structural Equation Modelling (PLS-SEM). The software
has gained popularity since its launch in 2005 not only because it is freely
available to academics and researchers, but also because it has a user-friendly
interface and advanced reporting features (Wong and Kwong, 2013). PLS-SEM
has been deployed in many fields, such as behavioural sciences (e.g. Bass et al.,
2003), marketing (e.g. Henseler et al., 2009), organisation (e.g. Sosik et al., 2009),
management information systems (e.g. Chin et al., 2003) and business strategy
(e.g. Hulland, 1999). In this particular study, the researcher employed Smart PLS

2.0 as the main software package to assess the results of the data.

Smart PLS 2.0 was employed to analyse the path coefficient by looking at the
multiple correlation coefficients (R? statistics) for all endogenous constructs
(Henseler et al., 2009). PLS is associated with causal modelling techniques; it
enables the researcher to estimate the complex causes and effects of a relationship
model, particularly in business research (Gudergan et al., 2008), and is able to
analyse a measurement model and a structural model simultaneously. This is

known as structural equation modelling (SEM) (Hulland, 1999; Lohmoller, 1988).

PLS is particularly appealing when the research objective is to predict and account
for variance in key target constructs (e.g. strategic success of firms) in terms of
different explanatory constructs (e.g. sources of competitive advantage) and when
the sample size is relatively small and/or the available data is non-normal (Hair et
al.,, 2011; 2012; Henseler et al., 2009; Reinartz et al., 2009). PLS-SEM
applications have already been extensively used in strategic management and
business research to address topics such as the long-term survival of firms
(Agarwal et al., 2002; Cool et al., 1989), performance of global firms (Birkinshaw
et al., 1995; 1998; Devinney et al., 2000; Johansson and Yip, 1994; Robins et al.,
2002), knowledge sourcing and collaborations (Gray and Meister, 2004; Rai, 2008;
Jarvenpaa and Majchrzak, 2008; Purvis et al., 2001) and cooperation between
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firms (Doz et al., 2000; Fornell et al., 1990; Sarkar et al., 2001). Other important
reasons why PLS was relevant in this study are its tendency to act as a strong
predictive technique even when there are several dependent or independent
variables, and the fact that it can be implemented as a path model in the same way
as structural equation modelling (Henseler et al., 2009). Hence, PLS is the most
appropriate method for this data analysis. In fact, the use of PLS in international
marketing and management disciplines has become increasingly popular
(Henseler et al., 2009). Moreover, PLS path modelling methods have not only
been applied in marketing and management studies but also recently to M&As, as
seen in Cording et al. (2008). PLS is similar to regression, but simultaneously
models the structural paths (i.e. theoretical relationships among latent variables)
and measurement paths (i.e. the relationships between a latent variable and its
indicators) (Chin et al., 1996). Thus, this approach enables the researcher to

combine the analysis of measurement and structural models (Gefen et al., 2000).

5.4 Limititions of Conducting the Research

Despite the attempts afforded to get this study to achieve its objectives, this thesis,
like any other social research, was subject to some certain limitations. First of all,
the research has coincided with 17th Feb Revolution in Libya and the ensuing UN
resolutions Nos. 1970 and 1973 imposing flight restrictions over the country, the
researcher had to access Libya through Egypt and Tunisia, which increased the
costs in terms of time and money.

Second, most Libyan banks are very reluctant to provide any information talk
about cultural differences because they saw the integration issue as sensitive and
confidential. Mindful of this problem, managers themselves expressed a desire to
answer the questions through a questionnaire.

Third, another limitation that might have occurred concerns the possibility of bias
with those participants from the three banks investigated in the questionnaires
towards their banks, since they might give a good assessment of their banks,
although the influence of such an issue was taken into account in analysing the

questionnaires.

98



Fourth, the topic itself may also represent a limitation to this study. As was
apparent from the questionnaire results, merger is a new topic. Due to this
unfamiliarity, some responses may be tempted to provide random answers to
finish quickly. Despite efforts afforded to make a reasonable length questionnaire
it looked long and apparently time consuming for some as a number of

questionnaires were returned uncompleted and those were excluded.

5.5 Conclusion

This chapter discusses the key aspects of the methodology used in this study in
terms of the research design, philosophy, approach and methods. It begins with an
overview of research philosophy and a justification of why this study employs the
positivistic approach. It then describes the research methodology used in this
study, including how samples were selected, and how the data were collected and
analysed. It describes the construction of the questionnaire survey, which was the
main data-gathering tool. This was largely made up of items based on scales that
have been developed and used by researchers in previous strategic M&A research.
Although this instrument was quantitative in nature, the chapter describes how
limited use was also made of qualitative methods (face-to-face interviews) in the
course of its development. The chapter also discusses the steps that were taken to
check for any bias that might affect the validity of the survey responses. It
concludes by describing the approach adopted to analyse the data — that is,
structural equation modelling using the Partial Least Square approach. The thesis
now moves to the presentation of the results of this analysis, starting in the next

chapter with the specific reasons why Libyan banks undertake mergers.
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CHAPTER 6 FINDINGS & ANALYSIS

6.1 Descriptive Statistics
A number of questions within the first section of the questionnaire were asked to
identify some of the bank's and manager's characteristics. The discussion of such
characteristics will provide the reader with a better understanding of the detailed
analysis later. It is also important for readers to have (beforehand) a general view

of the characteristics of the banks and managers investigated in this study

6.2 Respondent position
As can be seen in Table number 6.1 describes the distribution of the positions of
the managers who participated in the research and filled out the questionnaires.
The table shows that about 36% (61) of the managers are on the highest
organisational level, holding the position of the VP/CEO in the merging bank,

while 23% were middle manager and 15.4% were non-management.

Table 6.1 Job title

Frequency | Percent
CEO or Managing director 24 14.2%
V.P 37 21.9%
Head of SBU 44 26%
Middle management 38 22.5%
Non-management 26 15.4%
Total 169 100%

6.3 Job experience of the respondents.
One question was asked about the time a manager has spent in his organisation.
As can be seen from table 6.2, executives have a great deal of experience in their
banks, nearly two-thirds (85%) of respondents had practical experience of more
than 10 years, while the remaining respondents had less than 10 years of
experience. One can therefore conclude that participants were generally
experienced in their present occupation. As results, the views expressed by the

participants can be considered reliable.
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Table 6.2 Job experience

Frequency Percent
5-10 years 25 14.8%
11-15 years 18 10.7%
16-20 years 46 27.2%
21-25 years 47 27.8%
More than 25 years 33 19.5%
Total 169 100

6.4 Previous M&A Experience

Another question was asked about the experience that an executive had in the
same field of work in his current organisation. The findings, as reveals in Table
6.3, indicate that the employees have less experience in the field of M&A deals.
30 % of the respondents have no experience, 63% have average experience, and
only 0.6% has experience. Based on the above it is clear that the respondents who
participated in the study were lowly experienced due to mergers that took place in
Libyan banks are limited to merge and this study is the first conducted in the
relation to Libya. Therefore, as a result shown, this study expected that
respondents have problems difficult in post-merger stage because experience in
different research it was suggested that experience in M&A deals makes better
than less experiences, even with experience people they were struggling to
manage M&A issue, consequently, it will be more challenges for people who less

experience.

Table 6.3 Previous M&A Experience

Frequency Percent
No Experience 50 29.6%
1 year 80 47.3%
2-4 years 27 16.0%
5-10 years 11 6.5%
More than ten years 1 0.6%
Total 169 100
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6.5 Number of employees

According, the findings signify that around 7% of the merging managers are small
ones, 22% are medium size banks, and 71% are large banks. We can also notice
that 93% of the merging banks are medium and large size. This is because the

interest the central bank's public banks that contain a large number of employees.

Table 6.4 Number of employees

Frequency | Percent
100-500 12 7.1
501-1000 22 13.0
1001-1500 15 8.9
1501-3000 43 25.4
3001-10000 77 45.6
Total 169 100

6.6 Government ownership

Regarding the government ownership, participants confirmed their managers
have partnership with government and the findings indicate that 59% of these

banks controlled and regulated by government.

Table 6.5 Ownership banks

Frequency | Percent
Less than 10% 11 6.5%
10-20% 15 8.9%
21-35% 14 8.3%
36-50% 28 16.6%
51-75% 43 25.4%
100% government 58 34.3%
Total 169 100%
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6.7 Motivation behind mergers in Libyan banks

The aim of this section is to present the findings on the analysis the relative
importance of motives for mergers by Libyan banks. These findings are based on
data collected from the questionnaire survey.

Table: 6.6 Relative Importance of Strategic Motives for merger and acquisition by
Libyan banks

Rank Motivation Mean S.D

1 [To increase market power 4.30| 0.84857

2 [To be able to compete with foreign banks 4.24| 0.98945

3 [To enable faster entry to market 4.20| 0.77885

4 [To acquire organisational know-how 4.08| 0.84281

5 [To reduce fixed cost (administration cost, IT, etc.)| 3.98 | 1.00467

6 [To increase the services capacity 3.90| 0.82798

7 [To gain efficiency through synergies 3.88| 0.96846

8 [To acquire technological capabilities 3.86| 1.08108

9 [To reduce of competition 3.84| 1.19233
10= [To replace inefficient management 3.81| 1.08739
10= [To enable a fast way to increase the bank size 3.81| 1.19360
12 [To acquire complementary resources 3.80| 0.95094
13 [To overcome financial difficulties 3.69 | 0.95567
14 [To reduce risk of the business 3.65| 0.81644
15 [To Turn around failing merged firm 3.63| 1.14241
16 |[To acquire skilled personnel 2.54 | 1.30042
17 [To respond to pressures from stakeholders 2.48 | 1.21485
18 [To acquire new growth business 2.04| 1.39482
Notes: (N = 169). The mean is the average of on a scale of 1(=‘no importance’) to 5 (= ‘very

important”); “=" shows the motives having same rank in terms of mean values.

Market power exists when the firm can sell its products above the existing
competitive market prices or when it’s manufacturing distribution, and service
costs are lower than those of competitors (Glaister and Ahammad, 2010). Merger
and acquisition are used to increase market power when the firm acquires: (a) a
company competing in the same industry and often in the same segments of the
primary industry, (b) a supplier or distributor, or (c) a business in a highly related
industry (Hitt et al., 2001). The results reported in Table 6.7 are consistent with
the literature. As can be seen, ‘to increase market power’ is ranked as the most
important motive with a mean of 4.30. This is followed by “to be able to compete
with foreign banks™ (4.24), “to enable faster entry to market” (4.20), “to acquire
Organisational know-how” (4.08), and “to reduce fixed cost (administration cost,

IT, etc.)” (3.98) as constituting the first five with the highest degree of importance.
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It is clear from the Table 6.6 that the first seven ranked motives are concerned
with improving the firm’s competitive position through the use of acquisitions
that may be characterized as most importantly allowing the Libyan banks to enter

new markets at speed and/or consolidating existing market positions.

Mergers tend to reduce competition, which may open the way for improve profit
from higher prices. Gaughan (2011) cites three sources of market power: product
differentiation, barriers to entry and market share. A company is able to increase
its market share through horizontal integration. Thus, Libyan banks are able to
provide better services within the market place and therefore, it will compete more

effectively with rival businesses.

To be able to compete with foreign banks was highly ranked in Libyan banks.
M&As could be the significant strategies to face business challenges, as these
strategies would enable combining companies to rationalize their operations and
distribute costs in order to achieve economies of scale and, in turn, would enable
them to improve their competitive position both nationally and globally (Gaughan,
2010). Thus, for Libyan banks seeking to compete with foreign banks, acquiring a
firm is a much faster way to reach this objective as compared to the time required
to establish a new facility and the ability of management to plan and guide the
Organisation to overcome economical difficulties and a turbulent global

environment and control the costs are the main sources of success.

6.7.1 To gain efficiency through synergies

M&As in Libyan banks the significant strategies to face business challenges, as
these strategies would enable combining companies to rationalize their operations
and distribute costs in order to achieve economies of scale and, in turn, would
enable them to improve their competitive position both nationally and globally.
Thus, for Libyan banks seeking to cost reduction synergies are motives for

conducting mergers especially in the financial functions.

6.7.2 To acquire new growth business.
Previous research has found a number of reasons for why firms merge. Both Hunt

(2009) and Guaghan (2011) mention that growth is one of the most common

104



reasons. This happens by merging and acquiring with companies who offer the
same products. However, in this study, growth has not been a motive for why the

mergers have been conducted.

The motive of growth business is ranked lowest indicating M&As by Libyan
banks are not driven by growth business. This finding is consistent with some
researchers (Philip and John, 1992) suggest that M&As have a negative impact on
economic growth and that increased acquisition activity is likely to be a wasteful
thing for the economy as a whole. Their evidence is based on the declining
profitability of acquiring and/ or acquired firms after acquisition. Thus, to acquire
new growth business is now less important factors for making merger and

acquisition in Libyan banks.

6.8  Factors influencing performance

6.8.1 Assessing the measurement models

Before assessing the structural model, measurement models should be assessed
with regard to their reliability and validity. Usually, the first criterion which is
checked is internal consistency reliability. The traditional criterion for assessing
internal consistency is Cronbach’s a (Cronbach, 1951), which provides an
estimate of reliability based on the indicator inter-correlations and assumes that all
indicators are equally reliable. On the other hand, PLS (Partial Least Square)
prioritises indicators according to their reliability, resulting in a more reliable
composite. As Cronbach’s a tends to provide a severe underestimation of the
internal consistency reliability of latent variables in PLS path models, it is more
appropriate to apply composite reliability (Werts et al., 1974). Composite
reliability takes into account that indicators have different loadings, but it can still
be interpreted in the same way as Cronbach’s a. An internal consistency reliability
value above 0.7 (Nunnally and Bernstein, 1994) indicates consistency, whereas a
value below 0.6 may indicate a lack of reliability. According to Table 6.7,
strategic complementarity, strategic similarity, organisational cultural fit, speed of
integration, integration effectiveness and performance all have a composite

reliability of above 0.6.
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For the assessment of validity, two validity subtypes are usually examined: the
convergent validity and the discriminant validity. Convergent validity signifies
that a set of indicators represents one and the same underlying construct, which
can be demonstrated through their unidimensionality. Fornell and Larcker (1981)
suggest using the Average Variance Extracted (AVE) as a criterion of convergent
validity. An AVE value of at least 0.5 indicates sufficient convergent validity,
meaning that a latent variable is able to explain more than half of the variance of

its indicators on average (e.g. Gotz et al., 2009)
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Table 6.9: Latent variable correlations and discriminant validity

Square root  Integration  Organisational Performance Speed of Strategic Strategic
of AVE effectiveness cultural fit integration complementarity similarity
Integration
effectiveness 0.7148 1.000000
Organisational 0.7142 0.158528 1.000000
cultural fit
Performance 0.7258 0.244605 -0.013100 1.0000
Speed of integration 0.7139 0.035437 0.302410 0.1720 1.0000
Strategic 0.7597 0.281315 0.278120 0.2596 -0.0767 1.0000
complementarity
Strategic similarity 0.7772 -0.144999 0.242218 0.042859 -0.2994 -0.0392 1.0000
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6.9 Results of hypotheses testing

To test the hypotheses, a structural model was built using the Smart PLS 2.0
programme. A bootstrapping procedure was used to estimate path coefficient
effects, with each path corresponding to one hypothesis. This test indicated the
strength of the relationships between the dependent and independent variables
(Sheng-Hsun et al., 2006). R? values were also calculated to assess the amount of
variance explained by the independent variables (Chin et al., 2003). Bootstrapping
was also used to assess the path significance level (following Ringle et al., 2005).

Table 6.10 shows the results of the hypothesis testing.
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Table 6.10: Hypothesis testing using Partial Least Square (PLS) path model

Hia Strategic similarities — 0.1833 0.1818 | 0.4584 0.6480
Organisational cultural fit

H1b Strategic complementarity — | 5gq 0.1611 | 1.7878%* 0.0377
Organisational cultural fit

H2a Strategic similarities — -0.1038 02125 | 0.4882 0.3129
Integration effectiveness

H2b Strategic complementarity — | ¢ 3105 02258 | 1.3753* 0.0854
Integration effectiveness

H3a Strategic similarities — 0.0142 0.1524 | 0.0936 0.4627
M&A performance

H3b Strategic complementarity — | () 5739 0.1613 | 1.6926** 0.0461
M&A performance

Haa Strategic similarities -0.2425 02048 | 0.8227 0.2059
—Speed of integration

Hab Strategic complementarity — |4 550 0.1460 | 0.1374 0.4454
Speed of integration

H5 Organisational cultural fit = | ;g4 01818 | 0.4584 0.6472
M&A performance

H6 Organisational cultural fit > | ;897 01083 | 1.7574** | 0.0403
Integration effectiveness

— . -

H7 Organlsat.lonal cqltural fit > 0.2380 0.1414 1.683601 0.0498
Speed of integration *
Integration effectiveness — 1.707650*

H8 MEA porformnce 0.1982 01160 | 0.0450

HO Speed of integration — 0.1858 0.1035 | 1.79547** | 0.0372

M&A performance

Note: N=169; ***p < 0.01, **p < 0.05, *p <0.10
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Hypothesis 1a argues that strategic similarities between the merging banks will
positively influence the organisational cultural fit. The path coefficient on
organisational cultural fit is positive (f = 0.183321) but statistically insignificant
(p>0.10). Hence, hypothesis 1a is not supported.

The PLS path model provides support for hypothesis 1b, indicating that strategic
complementarity has a positive effect on organisational cultural fit. The path
coefficient is positive (B = 0.288067) and the path is statistically significant
(p<0.05). Therefore, hypothesis 1b is supported.

Hypothesis 2a is not supported. The path coefficient is negative (B = -0.103809)
but statistically insignificant (p>0.10). Thus, the study could not find any
significant relationship  between strategic similarities and integration
effectiveness.

Hypothesis 2b suggests that strategic complementarity can positively influence
integration effectiveness. The path coefficient is positive (=0.310548) and the
path is statistically significant (p<0.10). Hence, hypothesis 2b is supported.

Hypothesis 3a argues that strategic similarity positively influences M&A
performance. The path coefficient is positive (B= 0.014276). However, the path is
statistically insignificant (p>0.10). Therefore, hypothesis 3a is not supported.

The PLS path model provides support for hypothesis 3b regarding the positive
effect of strategic complementarity on M&A performance. The path coefficient is
positive (B = 0.273117) and the path is statistically significant (p<0.10). Thus, the
greater the strategic complementarity between the merging banks, the higher the

M&A performance.

Hypothesis 4a posits that strategic similarity positively affects the speed of
integration. The path coefficient is negative (B= -0.242) and statistically
insignificant (p>0.10). Hence, hypothesis 4a is not supported.

110



The PLS path model shows no statistically significant relationship between
strategic complementarity and speed of integration. The path coefficient is
negative (-0.0200) and statistically insignificant (p>0.10). Thus, hypothesis 4b is

not supported.

Hypothesis 5 predicts a positive association between organisational cultural fit
and M&A performance. The path coefficient is positive (B= 0.1833) but
statistically insignificant (p>0.10). Therefore, hypothesis 5 is not supported.

The PLS path model provides support for hypothesis 6 regarding the positive
effect of organisational cultural fit on integration effectiveness. The path
coefficient is positive (B = 0.1897) and the path is statistically significant
(p<0.05). Thus, hypothesis 6 is supported.

The PLS path model also shows a statistically significant relationship between
organisational cultural fit and speed of integration. The path coefficient is positive
(B = 0.2380) and statistically significant (p<0.05). Therefore, hypothesis 7 is
supported.

The PLS path model provides support for hypothesis 8 regarding the positive
effect of integration effectiveness on M&A performance. The path coefficient is
positive (f= 0.1982) and the path is statistically significant (p<0.05). Thus,
hypothesis 8 is supported.

Hypothesis 9 is also supported. The path coefficient is positive (f=0.185842) and

statistically significant (p<0.05). In other words, there is a significant positive

relationship between the speed of integration and M&A performance.
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6.10 Analysis of findings

6.10.1 Strategic complementarity and organisational cultural fit

Srilata et al., (2003) suggest that cultural incompatibility between the target and
acquiring firm has significant impact on why M&A operations sometimes fail to
achieve the pre-defined goals. Managers involved in partnerships should pay
special attention to the strength of organization identity, as well as cultural
compatibility and strategic combination potential when deciding if a partnership
should be integrated (Srilata et al., 2003). For a merger to be successful the
companies must make efforts to understand each other in terms of organizational
activities and culture. If the companies do not understand each other it is highly
likely that any form of partnership will result in failure. The extent to which firms

must integrate with each other depends on how closely they are working together.

One of the most studied topics in strategic management has been the importance
of relatedness (of products/markets) to firm performance. In the context of M&A,
the key to success appears to be the ability to identify complementarities and take
specific actions to achieve positive synergy (Hitt et al., 1998). Resource

complementarities seem to be more important than product/market relatedness.

This study goes further, to argue that strategic complementarities positively
influence the organisational cultural fit between merging banks. According to
Rowlinson (1995), as organisations merge, their cultures, and the tangible
manifestations of these cultures (such as strategy), become increasingly
interdependent. Where these strategies are complementary, they serve to support
each other. In these circumstances, the organisational cultures of the two
organisations are likely to be compatible. It may be said then that strategic
complementarity is a predictor of higher cultural fit (Stahl and Voigt, 2008). The
present study indeed found that a higher level of strategic complementary between

the merging banks leads to a higher level of organisational cultural fit.

6.10.2 Strategic complementarity and integration effectiveness

Although the dominant logic is that strategic similarity fosters value creation,

complementary differences may actually be more crucial for M&A success.

Similarities may create synergies (e.g. overlapping activities allow cost cutting),
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profitability of the company. Complementarity thus creates synergies and value
for the shareholder (Krishnan et al., 1997). Jemison and Sitkin (1986) refer to this
type of complementarity as “organisational fit”. The correlation between
profitability and the degree of complementarity is independent of the degree of
similarity of the companies concerned and not only in the case of horizontal
integration (Krishnan et al., 1997).

It has also been shown that complementarity is inversely correlated with manager
turnover. That is to say that the higher the degree of complementarity the lower
the turnover of managers in the company acquired (Krishnan et al., 1997). It
seems integration is easier where knowledge and skills are different since there
are fewer redundancies and consequent power struggles. This is consistent with
the findngs of the present study where the findings tend to indicate that
complementarities positively influence the effectiveness of integration in banking

mergers.

6.10.3 Strategic complementarity and merger performance

Corporate strategists have long recognised that the strategic fit between merging
partners is a critical factor in determining the success or failure of a merger
(Altunbas and Marques, 2008). The dominant logic in prior work is that similarity
between merging firms is the primary source of strategic fit (Palich et al., 2000;
Robins and Wiersema, 1995), but this is not the only way to assess an
acquisition’s potential to create value. Complementary differences can also offer
opportunities for value-enhancing resource redeployment; indeed, taking the
resource-based view of the firm, some scholars have argued that the
complementarity of acquirer and target is one of the most significant factors in
acquisition success (Capron et al., 1998; Harrison et al., 1991; Wang and Zajac,
2007).

But despite the importance of complementarity in acquisitions, M&A research has
tended to concentrate on studies of similarity — with the exception of Bauer and
Matzler (2014) and Harrison et al. (1991), there has been little systematic

empirical work on complementarity in mergers and acquisitions. Even then, most

113



of this empirical evidence has come from large transactions involving publicly

Organisational cultural fit and integration effectiveness

Attributes defining the relationships between the merging firms that stand out in
the literature are potential synergy of assets and similarity of cultures and
management practices. Scholars have used strategic fit or complementarity to
denote the possibility of synergy and organisational fit or compatibility to refer to
similarity of organisational cultures and management practices (e.g., Greenwood
et al., 1994). Two firms that have similar cultures and routines are defined as
compatible. In any mergers, two sets of organisational cultures and routines
become unbundled and repacked into the new firm. Thus, a merger creates more
internal diversity and often results in a collision of cultures (Buono et al., 1985;
Greenwood et al., 1994). Without some conflict resolution capability, extensive
internal diversity would harm organisational functioning. Attending to merger
induced conflict and strife detracts management’s attention from the firm's
productive activities. Incompatible M&As require more attention to conflict
resolution and system integration. Consequently, they may harm the firms’ ability
to compete. In a competitive environment, a firm with incompatible cultures is
likely to be selected out. In contrast, firms created by compatible M&As may not
experience serious integration problems and can thus capitalize on the M&A
experience by building a platform for additional M&A activity.

Organisational cultural differences are considered a major cause of post-merger
integration problems (e.g. Chatterjee et al., 1992; Weber, 1996; Weber and Tarba,
2012) and therefore merger effectiveness (Datta, 1991; Weber, 1996) as these
differences can threaten organisations’ ability to engage staff and create the
atmosphere they need to support what Haspeslagh and Jemison (1991) call
“capability transfer”.

Since organisational cultural differences have a critical influence on integration
effectiveness, the present study examined the impact of this variable in mergers in
the LBS. The findings indicate that an organisational cultural fit enhances
integration effectiveness in merging Libyan banks. Organisational cultural fit
increase the likelihood that management styles and organisational practices will
be incompatible, causing implementation problems (Slangen 2006, Vermeulen
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and Barkema, 2001) and leading to ineffective integration. In these circumstances,
merging banks are unlikely to acquire (or be able to leverage) potentially valuable
strategic capabilities. In contrast, an organisational cultural fit between the
merging banks facilitates integration during the post-merger phase. It may
therefore be concluded that the degree of organisational cultural fit may determine
the effectiveness of the integration process.

6.10.4 Organisational cultural fit and speed of integration
6.10.5 Integration effectiveness and M&A performance

Growing recognition that “all value creation takes place after the acquisition”
(Haspeslagh and Jemison 1991, p.129) means that the topic of post-merger
integration is receiving increasing attention from researchers (e.g. Datta, 1991;
Capron et al., 1998; Larsson and Finkelstein, 1999; Capron and Hulland, 1999;
Birkinshaw et al., 2000). A key issue in M&A research adopting the resource-
based perspective (Barney, 1986) is the extent to which merging firms integrate
certain resources to achieve a stronger competitive position and thus superior
financial performance. The present study extends this argument by suggesting a
positive association between integration effectiveness and M&A performance.
The findings of the study support the hypothesis that the greater the integration
effectiveness, the more successful the merger in the LBS. Thus, the finding offers

further support for the resource-based view.

The findings of the present study indicate that ineffective integration may prevent
a merger from achieving the desired synergy and its intended objectives. It has
been a huge challenge for management teams in the LBS to merge ten banks into
three, and for employees to deal with the subsequent change in identity. As group
boundaries shift during the post-merger integration process, this may challenge or
threaten both organisational identity and individuals’ sense of belonging and
identification with the pre-merger organisation. Furthermore, if the central and
distinctive characteristics of the organisation are no longer clear to everyone, but
understood in different ways by different people, this may lead to identity
ambiguity (Corley and Gioia, 2004). Merging banks may not only have different

practices, rules and routines for action, they may also have different ideas about
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who they are. Thes.e all influence the outcomes of post-merger integration and
subsequent performance of the merged banks.

The subject of integration effectiveness was of hardly any importance in first
merger waves, as integration competence was not the decisive factor for the
success of a transaction. This resulted in today’s somewhat limited literature basis
on post-merger integration activities. According to Quah and Young (2005) there
Is an agreement in the literature that integration is an interactive and gradualist
process in which both sides learn to work together and cooperate in the transfer of
strategic capabilities (Haspeslagh and Jemison, 1991). It is a difficult process and
must be assisted by a sense of parity and common management programs, tasks,
and goals (Olie, 1990) that can greatly magnify a deal’s chances of success (Carr
et al., 2004). Integration is required not only on the hard level, encompassing the
integration of operations, systems and procedures but also it requires a
consideration of those hard factors in relation to the soft side of two organisations.
This will not only aid an effective integration but will also help to create a strong
new organizational culture for day-to-day business.

Both merger and its post-merger integration are perceived by researchers as
complex phenomena representing a very difficult organisational change process
where leadership and proper management of this change belong to crucial factors
which help to reduce the risk of ineffective post-merger integration (Lauser and
Peters, 2008; Kavanagh and Ashkanasy, 2006). Industry observers have identified
post-merger integration as critical to long-term merger success (Olie, 1990). The
findings of the present study support the view of Hopkins (2008) who points out
that care should be given to two elements: right strategy and careful post-merger
integration that increase chances for merger success. Morever, the finindgs of the
present study is consistne with Epstein (2005) identifies post-merger integration
as one of his six determinants of merger success. A survey of more than 200
European chief executives shows that the ability to integrate the new company
was ranked as the most important factor for acquisition success (Cartwright and
Cooper, 1993a). Various authors claim that mergers fail mainly because of

incompetent or incorrect execution of integration processes, proving that post-
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merger integration effectiveness is the most critical stage of any merger deal and it
may be the most important cause of failure among mergers (Hopkins, 2008).

6.10.6 Speed of integration and M&A performance

Most literature on integration is concerned with the level of integration that is
necessary to transfer capabilities, eliminate redundant resources and make use of
synergies (Birkinshaw et al., 2000; Larsson and Finkelstein, 1999; Marks and
Mirvis, 1998; Pablo, 1994; Weber et al., 2011). Less attention, however, is given
to the speed with which integration should take place. While some research
emphasizes that integration should take place as fast as possible (Inkpen et al.,
2000; Kosmowski, 2010), others caution that too fast integration might destroy
value — as organization members might develop reluctances to cope with the
changes that accompany M&A (Galpin and Herndon, 2007; Sarala, 2009). Again
others maintain that the relationship between integration speed and M&A
performance depends on situational conditions (Homburg and Bucerius, 2006). It
is therefore unsurprising that some studies found no significant relationship
between integration speed and M&A performance (e.g. Bauer and Matzler, 2014).
Most managers connect speed with process (Angwin, 2004, p.418), development
and success (Nahass et al., 2008, p.2). It is widely assumed that fast M&A
integration brings the benefits of coordination sooner and reduces disruption costs
(Puranam et al., 2009, p.183), so it is surprising that speed of integration has been
largely overlooked in M&A literature (Gomes et al., 2013). Only a few
researchers have attempted to examine the relationship between M&A
performance and speed of integration (see Ranft and Lord, 2002; Angwin, 2004;
Nahass et al., 2008). One of the major contributions of the present study is that it
examines the impact of speed of integration on M&A success in Libyan banks.

The study found a significant positive relationship between M&A performance
and speed of integration. This is consistent with the findings of Homburg and
Bucerius (2005), Ranft and Lord (2002) and Nahass et al. (2008), but contradicts
others who argue that slow integration reduces conflicts among employees (Olie,

1994, pp.381-383) and encourages effective know-how transfer, high participation,
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careful planning, high motivation and a fluent transition to the new organisation
and its culture (Beth-von der Warth, 2004, p.13). Homburg and Bucerius argue
that fast integration fosters turbulence and conflicts (2006, p.351). Employee
commitment is critical to post-merger success, and rapid implementation is
positively related to employee commitment, partly because it reduces uncertainty
(Ashkenas et al., 1998; Inkpen et al., 2000). Behavioural theorists argue that speed
reduces uncertainty among employees (Angwin, 2004, p.419); in the context of
mergers, quick integration reduces employee uncertainty about their future role by
giving them a defined organisational environment with stable hierarchical
structures, incentive systems, social norms and career prospects. Thus, it may be
considered a way of minimising human resource-related post-acquisition
integration problems (Haspeslagh and Jemison, 1991; Inkpen et al., 2000). The
notion that fast integration fosters employee commitment is consistent with
empirical studies that demonstrate a positive relationship between post-acquisition

integration speed and general M&A performance (Homburg and Bucerius, 2005).

The findings of the present study also support Ranft and Lord (2002), who report
a positive relationship between speed and M&A performance. They argue that
quick integration leads to a more effective use of resources (Ranft and Lord, 2002,
p.438), which in turn creates competitive advantage. Supporters of the
organisational change perspective propose that quick integration fosters stability
in the organisations concerned (Angwin, 2004, p.420), while Nahass et al. (2008)
found that profitability was significantly higher in the US companies in their
sample when post-merger integration was conducted faster than normal (Nahass et
al., 2008, p.15). Thus, the speed of integration has a positive influence on the

outcome of merger in banking sector.

6.11 Academic Contribution
Firstly, the conceptual frameworks and findings of this study emphasise the
relevance of an integrative perspective on M&A. In this research, factors related
with pre-acquisition phase such as strategic fit, and factors related with post-
acquisition phase such as speed of integration are examined in an integrated

conceptual framework. There is clear empirical evidence that shows that it is not
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one single success factor that makes M&A work, but rather the interdependencies
of several constructs that determine M&A performance. Prior work clearly shows,
M&A performance depends on premerger issues as well as on post-merger issues
(Barkema and Schijven, 2008; Bower, 2001; Stahl and Voigt, 2008). Therefore,
this study is in line with other integrative research (Bauer and Matzler, 2014).
Secondly, the researchers often argued that business relatedness or similarity
would benefit acquisition implementation because acquirers are more
knowledgeable about the business conduct in related industries, than in unrelated
industries (Lubatkin, 1983; Chatterjee. 1986; Hunt, 1990; Fowler and Schmidt,
1989). Contrary to the argument of the positive relationship between relatedness
and success (Seth, 1990; Chatterjee and Lubatkin, 1990); the result of this study
showed that there is no support of relatedness and suggested that unrelated M&As
can achieve success. This study supports the view that complementarity is a
promising area in M&A research (King et al., 2004; Larsson and Finkelstein,
1999: Bauer and Matzler, 2014). This study show empirical evidence that proves
that strategic complementarity is conclusive for post-merger integration and M&A
success. A broader perspective on strategic issues of the premerger phase could
only be found in the literature on similarity (Pehrsson, 2006; Stimpert and
Duhaime, 1997). The results indicate that there is clear demand for conceptual
work on the concept of complementarity. Furthermore, the results of strategic
complementarity, in combination with cultural fit, give clear evidence that it is not
only economies of sameness that foster value creation in M&As but, moreover, it
Is economies of fitness that make M&As work.

Thirdly, consistent with the organisational behavioural school, organisational
culture seem to have affected the behaviour of the employees at the acquired firms.
In the past, a lot of research had been conducted on M&A deals with respect to
culture and performance outcomes. As the literature review showed, there is
agreement that culture plays an important role in such operations. However,
whether cultural differences positively or negatively affect the post-M&A phase is
still subject to investigations.

Fourthly, consistent with the process school, effective management of the post-

acquisition process is crucial to success. Drawing on Child et al (2001), this
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research agrees that there are issue that need to be addressed during the post-
acquisition process (For example speed of integration. There is growing body of
literature and studies tried to identify the correlation of speed on integration and
the M&A success (Angwin 2004; Homburg and Bucerius, 2005; Bauer and
Matzler, 2014). Consistent with Angwin (2004), selecting the right timing for the
post-acquisition changes is critical to the post-acquisition success. This study
provides evidence that high speed of integration as an indicator is positively with
performance.

Fifthly, prior research has largely focused on post-acquisition issues (e.g. Jemison
and Sitkin 1986; Haspeslagh and Jemison, 1991). The role of pre-acquisition
issues in the success of the implementation phase has not been the subject of
extensive research (see e.g. Schweiger and Goulet, 2000) and calls have been
made for more research into its effect on the acquisition process (Greenwood et al.,
1994; Schweiger and Goulet, 2000). In this context, the study’s findings
contribute to research on acquisition management by extending the work of
Jemison and Sitkin (1986b), Haspeslagh and Jemison (1991), and Quah and
Young (2005), especially as regards to the pre-acquisition issues such as the
culture fit. In doing so, the study’s findings refocus the debate from post-
acquisition integration issues towards pre-acquisition issues.

Sixthly, another major contribution of this thesis is that it provides an empirical
examination of the effect of strategic similarity and complementarity on the
success of acquisitions. Only recently have strategy researchers viewed firms as
integrative mechanisms to foster strategic fit and integration (Larsson and
Finkelstein, 1999; Zaheer et al., 2013). However, the current understanding of
whether strategic fit or organisation fit leads to success is limited (Bauer and
Matzler, 2014).Thus, a primary contribution of this study is the examination of the
impact of strategic, organisational fit and speed of integration on acquisition
performance.

Seventhly, another key contribution of this study is the use of multiple theoretical
approaches in understanding the relationship between post-acquisition process and
acquisition performance. The performance of acquisitions has been examined

using the lenses of the strategic fit, cultural fit, and process theory simultaneously.
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This study attempts to bridge and integrate different theoretical approaches to the
highly visible phenomenon of corporate acquisitions. From the view point of
academic researchers, the findings highlight the importance of taking a broad

perspective in studying acquisition performance.

6.12 Managerial contribution
A first, managerial implication arises from the holistic perspective of our research.
Managers should focus on premerger issues as well as on post-merger issues.
Even though the integration phase is cited to be most decisive for M&A
performance, managers should consider the relations in this phase and
characteristics of the whole M&A process.
Second, despite managerial awareness of speed in post-merger integration, M&A
literature has almost ignored its potential positive influence on M&A performance.
Relying on this assumption, the research model sheds light into the importance of
speed of integration for management activities which determines M&A success or
failure. With this study, managers receive scientific evidence on which they can
ground their future activities and decisions. It is argued that speed leads to a faster
exploitation of synergies and returns on investment, reduces uncertainty among
employees, minimizes time spent in a suboptimal condition, and takes advantage
of the momentum in the direct aftermath of a deal (Angwin, 2004; Homburg and
Bucerius, 2006). However, there are also negative effects of speed. A slower
integration might minimize conflicts between partners, enhance trust building, and
reduce disruption of existing resources and process in both firms (Homburg and
Bucerius, 2006). Setting the right speed of integration requires a holistic
understanding of all processes surrounding the focal deal. Therefore, speed should
not be chosen intuitively.
Third, this study suggests that managers and members of the board of directors in
banks can better evaluate potential acquisition targets and alliance partners by
focusing on the knowledge similarity and complementarity between the two banks
to assess the probability of achieving unique and valuable synergy.
Fourth, another contribution of the study is that it provides additional support for
the importance of strategic complementarity among merger banks. The concept

has received very limited research attention (Bauer and Matzler, 2014). The
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findings of the current study highlight the importance of shifting research
attention away from the business relatedness hypothesis, and toward a strategic
complementarity hypothesis. Therefore, Top management in Libyan banks should

recognise that strategic complementarity can achieve tangible business advantages.

6.13  Conclusions

This chapter has presented the results of the hypotheses testing using the partial
least squares. This chapter has investigated the factors influencing M&A
performance. One of the key contributions of this study is the use of multiple
theoretical approaches (e.g., strategic fit, organisation fit, and process of M&A
theory) in understanding the relationship between these variables and acquisition
performance. The variables that constitute the strategic similarity between the
acquirer and the target organisation, strategic complementarity, organisation
culture fit, speed of integration, effectiveness of integration. It was hypothesised
that there is a positive relationship between these variables and post-acquisition
performance. The results presented in section 6.10 revealed that there is a positive
relationship between some of these variables and post-acquisition performance.
More specifically, strategic complementarity for merger were found to be
significant  predictors of acquisition performance whereas, strategic
complementarity to have a non-significant association with speed of integration.
In terms of strategic similarity, no similar strategies were found to have a
significant association with performance. The research shows that the speed of
integration has a positive impact on M&A performance. In terms of the
organisation culture fit between the acquirer and the target organisation was found
to have a non-significant association with performance. The next chapter
discusses the contributions of this research and the thesis concludes with

recommendations for future research.
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CHAPTER 7 CONCLUSIONS

7.1 Introduction
This chapter presents the conclusions of the research. The chapter starts with a
summary of the research findings. The following section presents the theoretical
and managerial contributions arising from the research in light of the acquisition
research, knowledge based research and international business strategy literatures.
The limitations of this research as well as recommendations for future research are

presented in the final section.

7.2 Summary of research Findings
The aim of this study was to investigate the merger motives and the factors
influenceing the performance of mergers in Libyan banks. Table 7.1 shows the
hypotheses tested in this study along with the corresponding level of support for
each hypothesis. The data analysis revealed a number of findings which are

summarized below.

7.2.1 Motives for mergers

Mergers and acquisitions are seen primarily as a means to increase market power,
to be able to compete with foreign banks, to enable faster entry to market and
acquire organisational know-how. The first three ranked motives are concerned
with improving the firm’s competitive position through the use of acquisition that
may be characterized as most importantly allowing the Libyan banks to enter new

foreign markets at speed and/or consolidating existing market positions.

7.2.2 Pre-M&A factors in banking merger

In terms of the variable of strategic similarity and complementarity, it is possible
to explain the impact of the variable on the M&A performance in that when the
companies have similar and complementary resources and abilities it is easier to
link effectively between the companies and it is easier for the employees to
“connect” to the M&A goal and to the business rationale it embodies. The present
study found that complementarity is essential for integration effectiveness.

Moreover, strategic complementaritie also influence organisational cutlral fit.
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Finally,

there is a significant

positive

relationship  between strategic

complementarity and merger performance. Therefor, strategic complementary has

a significant influcnec in the merger process and success in the Libyan banking

merger.

7.2.3 Post-M&A factors and Libyan banking merger

Table 7.1 Hypothesis testing using Partial Least Square (PLS) Path model

ic similariti Not t
Hia Strateglc §|m|Iar|t|es - 0.1833 0.4584 ot suppor
Organisational Cultural fit
H1b Strategic Complementarity — 0.2880 1.7878%* support
Organisational Cultural fit
H2a Strategic similarities — -0.1038 0.4882 Not support
Integration effectiveness
H2b Strategic Comple_mentarlty — 0.3105 1.3753* support
Integration effectiveness
ic similariti Not rt
H3a Strategic similarities - M&A 0.0142 0.0936 ot suppo
performance
H3b Strategic Complementarity — 0.2731 1.6926%* support
M&A performance
Hda Strategic similarities — Speed | 545 0.8227 Not support
of integration
) - N
Hab Strategic Complementarity — 20,0200 0.1374 ot support
Speed of integration
H5 Organisational Cultural fit — 0.1833 0.4584 Not support
M&A performance
H6 Organis_ational CL_JIturaI fit — 01897 1 7574%* support
Integration effectiveness
H7 Organlsat_lonal Cgltural fit—> 0.2380 1.683601%* support
Speed of integration
Hs Integration effectiveness — 0.1982 1.707650%* support
M&A performance
H9 Speed of integration - M&A 0.1858 1 79547 %% support
performance

***p < 0.01, **p < 0.05, *p < 0.10
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7.3 Limitations of the Study

This study has provided a number of insights into the merger in the Libyan
commercial banking sector. While a number of contributions have emerged
through this study, it must be acknowledged that this study has a number of
limitations. Firstly, the data analysed and used to answer the research questions
and to test hypotheses are collected using a questionnaire survey. Since
respondents‘answers to the questionnaire survey are based on their perceptions,
this may give rise to bias due to the lack of objective measures. To overcome this
limitations, future study could usefully explore the same issue using more
objective measures, particularly to measure performance.

Secondly, a second limitation concerns the fact that the study employed
questionnaire completed by respondents from merging banks. The standard
caveats associated with research findings based on this method of collecting data,
for instance the problem of common method bias, should be recognised.

Thirdly, there was a lack of literature concerning the organisation culture and
M&A performance in other MENA nations in general, and Libya in particular.
Most of the available literature was related to developing countries including

Eastern Europe, Latin America and developed countries for example, UK and US.

A fourth limitation is the cross-sectional research design that was used to examine
the longitudinal process of acquisition implementation. A longitudinal design
would increase the ability of future research to better examine post-acquisition
management and the implementation process. Also a longitudinal design would
better address the causal relationships that were proposed in the research model.
However, longitudinal studies in the M&A context are problematic due to
managerial turnover in the post-merger phase, and the problem of practicability
(due to the lack of willingness of managers to participate in such a study).
Furthermore, the effects of M&A on success depend on integration. Literature
points out that it takes three to five years to measure M&A performance in a
sufficient way (Ellis et al., 2009; Homburg and Bucerius, 2005; Zollo and Meier,
2008). Therefore, a longitudinal design is very difficult and problematic to
implement as it requires repeated measurement over a number of years, which was

beyond the scope of this study.
126



Fifth limitation of this study is the potential for retrospective bias, since the
questionnaire asked managers to recall events that occurred in the past. To address
and minimize this concern only fairly recent acquisition were selected for
examination, and efforts were made to identify the individual in the acquiring firm
that was involved with the acquisition decision and implementation process. A
comparison of acquisitions made in 2007 to 2008 served as an indication that the

influence of this bias was a very minor threat to the validity of the data.

7.4  Recommendations for Future Research
Based on the findings and analysis of this study, the following areas are
recommended as directions for future research.

1. It is recommended to examine whether the organisation and strategic fit,
speed of integration and its impact on M&A performance are different
between firms in the banking industry and companies in other industries.

2. The differences in national cultures and M&A performance among
countries may have different implications. Therefore, further studies are
encouraged to investigate the impact of national culture on performance.

3. The variable of M&A performance is based on the current research on the
attitudes of the managers who were involved in the M&A included in the
research sample. This is only one way to measure the M&A performance. It
is recommended to examine in a future research the impact of the variable
of organisation culture fit by using additional and more objective measures
to determine the M&A performance, such as accounting base or price of
the stock of the acquirer as a result of the M&A.

4. The variable strategic similarities was not found to have impact on the
integration effectiveness and M&A performance. However, it is
recommended in future research to examine additional variables related to
the strategic similarities, such as autonomy and to examine how they
influence, along with speed of integration, the integration effectiveness and
M&A success.

5. This research focused on horizontal merging because it raises issues in

Libya. In particular, the focal acquirer may have more familiarity with the
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interfaces necessary to create value from vertical merger. Future research

might consider both vertical and horizontal merger simultaneously.

128



References

Abbas, H., 1987. Industrial Development and Migrant Labour in Libya. PhD. Unpublished Thesis,
UK: Manchester University.

Abdelmalek, J., 2007. The Development of Libyan Bank. Benghazi: EPI House.

Abdo, H. and Al-drugi, A., 2012. Do Companies Characteristics Play Key Roles in the Level of
Their Environmental Disclosure, Energy Research Journal 3 (1), 1-11.

Abdulsalam, A. A., 1985. The Impact of Recent Economic Changes in Libya on Monetary
Aggregates. London: The Society for Libyan Studies, Middle East and North African Studies.

Abood, M., 2013. Impact of Trust on the performance of Multi-national Partnerships, Joint
Venture, Merger and Acquisition. Master’s Thesis. Chalmers University of Technology.

Abusneina, M. and Shameya, A., 1997. A framework of information policies to the Libya
economy', Proceedings of the role of financial institutions and markets in the restructuring of
Libyan economy. Benghazi, Libya 29th-30th December. , 7-24 (in Arabic).

Abusneina, M., 2007. Restructuring of the banking sector in Libya: Challenges and Prospects,
Tripoli, Libya

Agnaia, A.A., 1996. Assessment of management training needs and selection for training: the case
of Libyan companies. International Journal of Manpower, 17 (3), 31-51.

Agrawal, A. and Jaffe, J.F., 2003. Do takeover targets underperform? Evidence from operating and
stock returns. Journal of Financial and Quantitative Analysis, 38 (04), 721-746.

Ahmad, N. S. and Gao, S. S., 2004. Changes, problems and challenges of accounting
education in Libya. Accounting Education: An International Journal, 13(3), 365-390.

Ahammad, M. and Glaister, K., 2011a. Post-acquisition management and performance of cross-
border acquisitions. International Studies of Management and Organisation. 41 (3), 69.

Ahammad, M.F., and Glaister, K.W., 2011b. The double-edged effect of cultural distance on
cross-border acquisition performance. European Journal of International Management, 5 (4), 327-
345.

Ahammad, M.F., Glaister, K.W., Weber, Y. and Tarba, S.Y., 2012. Top management retention in
cross-border acquisitions: the roles of financial incentives, acquirer’s commitment and autonomy.
European Journal of International Management, 6 (4), 458-480.

129



Ahammad, M.F., Tarba, S.Y., Liu, Y. and Glaister, K.W., 2014. Knowledge transfer and cross-
border acquisition performance: The impact of cultural distance and employee retention.
International Business Review.

Alafi, A. and Bruijn, E., 2010. A Change in the Libyan Economy: Towards a More Market-
Oriented Economy. Paper presented at Conference of Management of Change, organised by.
Center for Research in Entrepreneurship, Professions and Small Business Economics, CREPS, on
26th -27th November 2010, Liineburg, Germany.

Alan, B., 2008. Social research methods. Oxford; New York: Oxford University Press 3rd Ed.

Alarbah, B., 1985. Banking System in the Libyan Arab Jamahiriya. Beirut: Aldar Al-Arabiya for
Encyclopedias.

Al-Athem, A., 2000. The Impact of Multimedia Based Training on Employee Training
Effectiveness and Organisational Performance. PhD. Unpublished Thesis, UK: Bradford
University.

Albahussain, A., 2000. Human Resource Development: An Investigation into the Nature and
Extent of Training and Development in the Saudi Private Manufacturing. PhD. Unpublished
Thesis, UK: Bradford University.

Alhsadi, S., 2007. Contemporary trends in financial accounting and its impact on the Libyan
environment, Conference for Public Policies in Libya, 11-13 July, Garunis University, Benghazi,
(In Arabic).

Allred, B.B., Boal, K.B. and Holstein, W.K., 2005. Corporations as stepfamilies: A new metaphor
for explaining the fate of merged and acquired companies. The Academy of Management Executive,
19 (3), 23-37.

Almanara News, 2010. Central Bank of Libya. 01 November [Online]. Available at:
http://www.cbl.gov.ly/en/inc/print.php?id=642.

Almor, T., Tarba, S.Y. and Benjamini, H., 2009. Unmasking Integration Challenges. International
Studies of Management and Organisation, 39 (3), 32-52.

Alnas, A.M., 2010. The emergence and development of money and banks in Libya (2nd ed.).
(Benghazi: Alfadel.).

Al-Razeen, A.and Karbhari, Y., 2004. Interaction between compulsory and voluntary disclosure in
Saudi Arabian corporate annual reports. Managerial Auditing Journal, 19 (3), 351-360.

Amaratunga, D., Baldry, D., Sarshar, M. and Newton, R., 2002. Quantitative and qualitative
research in the built environment: application of “mixed” research approach. Work Study, 51 (1),
17-31.

Amihud, Y., and Lev, B., 1981. Risk reduction as a managerial motive for conglomerate mergers.
The Bell Journal of Economics, , 605-617.

Angwin, D., 2001. Mergers and acquisitions across European borders: National perspectives on
preacquisition due diligence and the use of professional advisers. Journal of World Business, 36
(1), 32-57.

Angwin, D.N., and Meadows, M., 2009. The choice of insider or outsider top executives in
acquired companies. Long Range Planning, 42 (3), 359-389.

130


http://www.cbl.gov.ly/en/inc/print.php?id=642.

Angwin, D., and Savill, B., 1997. Strategic perspectives on European cross-border acquisitions: A
view from top European executives. European Management Journal, 15 (4), 423-435.

Angwin, D., and Vaara, E., 2005. Introduction to the special issue. ‘Connectivity’ in merging
Organisations: Beyond traditional cultural perspectives. Organisation Studies, 26 (10), 1445-1453.

Angwin, D., 2004. Speed in M&A Integration: The first 100 days. European Management Journal,
22 (4), 418-430.

Anslinger, P., and Copeland, T., 1996. Growth through acquisitions: a fresh look. Harvard
Business Review, 74 (1), 126-135.

Appelbaum, S.H., and Gandell, J., 2003. A cross method analysis of the impact of culture and
communications upon a health care merger: Prescriptions for human resources management.
Journal of Management Development, 22 (5-6), 370-4009.

Appelbaum, S., Gandell, J., Yortis, H., Proper, S. and Jobin, F., 2000. Anatomy of a merger:
behavior of Organisational factors and processes throughout the pre- during- post- stages (part 1).
Management Decision, 38 (9), 649-661.

Arslanian-Engoren, C., and Scott, L.D., 2003. The lived experience of survivors of prolonged
mechanical ventilation: a phenomenological study. Heart & Lung: The Journal of Acute and
Critical Care, 32 (5), 328-334.

Ashkenas, R.N., and Francis, S.C., 2000. Integration managers: special leaders for special times.
Harvard Business Review, 78 (6), 108-116.

Bagozzi, R.P., and Yi, Y., 1989. On the use of structural equation models in experimental designs.
Journal of Marketing Research, 271-284.

Baralexis, S., 2004. Creative accounting in small advancing countries: The Greek case.
Managerial Auditing Journal, 19 (3), 440-461.

Bragado, J. F.,1992. Setting the correct speed for postmerger integration. M&A Europe, 5, 24-31.

Bargeron, L., Lehn, K., and Smith, J., 2012. Corporate Culture and M&A Activity. Available at:
SSRN-2096242.

Barinaga, E., 2007. Cultural diversity’ at work: ‘National culture’ as a discourse organizing an
international project group. Human Relations, 60 (2), 315-340.

Barkema, H.G., and Schijven, M., 2008. How do firms learn to make acquisitions? A review of
past research and an agenda for the future. Journal of Management, 34 (3), 594-634.

Barkema, H.G., and Vermeulen, F., 1998. International expansion through start-up or acquisition:
A learning perspective. Academy of Management Journal, 41 (1), 7-26.

Barney, J.B., 1986. Organisational culture: can it be a source of sustained competitive advantage?
Academy of Management Review, 11 (3), 656-665.

Bastien, D.T., 1987. Common patterns of behaviour and communication in corporate mergers and
acquisitions. Human Resource Management, 26 (1), 17-33.

131



Bauer, F. and Matzler, K., 2011. Developing a more holistic understanding of M&A - Connecting
schools of thought and phases of the M&A process through insights from central European SME
transactions. . (Proceedings to the EURAM), 1-41.

Bauer, F., Degischer, D. and Matzler, K., 2013. Is speed of integration in M&A learnable? The
moderating role of Organisational learning on the path of speed of integration on performance.

Bauer, F. and Matzler, K., 2014. Antecedents of M&A success: The role of strategic
complementarity, cultural fit, and degree and speed of integration. Strategic Management Journal,
35 (2), 269.

Belal, A.R., and Cooper, S., 2011. The absence of corporate social responsibility reporting in
Bangladesh. Critical Perspectives on Accounting, 22 (7), 654-667.

Bell, J., and Waters, S., 2014. Doing Your Research Project: A guide for first-time researchers.
McGraw-Hill Education (UK).

Bengdara, F., 2007. The development and restructure of Libyan commercial banks. Available in
Arabic ed. Central Bank of Libya: Central Bank of Libya.

Bergh, D.D., 1997. Predicting divestiture of unrelated acquisitions: An integrative model of ex
ante conditions. Strategic Management Journal, 18 (9), 715-731.

Berkovitch, E., and Narayanan, M., 1993. Motives for takeovers: An empirical investigation.
Journal of Financial and Quantitative Analysis, 28 (03), 347-362.

Bernile, G., 2004. The information content of insiders’ forecasts: analysis of the gains from
mergers in the 90s. In: EFA 2005 Moscow Meetings Paper.

Bernile, G., and Bauguess, S.W., 2011. Do merger-related operating synergies exist? Available at
SSRN 642322,

Bertrand, O., and Zuniga, P., 2006. R&D and M&A: Are cross-border M&A different? An
investigation on OECD countries. International Journal of Industrial Organisation, 24 (2), 401-
423.

Beth-von der Warth, A., 2004. Personnel working in mergers and acquisitions. Duesseldorf: Hans-
Boeckler Foundation.

Bhattacharyya, S., and Nain, A., 2011. Horizontal acquisitions and buying power: A product
market analysis. Journal of Financial Economics, 99 (1), 97-115.

Bijlsma-Frankema, K., 2001. On managing cultural integration and cultural change processes in
mergers and acquisitions. Journal of European Industrial Training, 25 (2/3/4), 192-207.

Birkinshaw, J., Bresman, H. and Hakanson, L., 2000. Managing the post-acquisition integration
process: How the human iintegration and task integration processes interact to foster value creation.
Journal of Management Studies, 37 (3), 395-425.

Bjorkman, 1., Stahl, G.K. and Vaara, E., 2007. Cultural differences and capability transfer in cross-
border acquisitions: The mediating roles of capability complementarity, absorptive capacity, and
social integration. Journal of International Business Studies, 38 (4), 658-672.

132



Black, J.A., and Boal, K.B., 1994. Strategic resources: Traits, configurations and paths to
sustainable competitive advantage. Strategic Management Journal, 15 (S2), 131-148.

Blackburn, V.L., Lang, J.R. and Johnson, K.H., 1990. Mergers and shareholder returns: The roles
of acquiring firm's ownership and diversification strategy. Journal of Management, 16 (4), 769-
782.

Blake, R.R. and Mouton, J.S., 1985. How to achieve integration on the human side of mergers,
Organisational Dynamics, (13), 41-56.

Blumberg, B., 2005. Business research methods. Maidenhead: Maidenhead: McGraw-Hill
Education.

Blunch, N., 2008. Introduction to structural equation modelling using SPSS and AMOS. Sage.

Boland, R., 1970. Merger Planning-How much weight do personnel factors carry. Personnel, 47
(2), 8-18.

Bouwman, C.H., Fuller, K. and Nain, A.S., 2009. Market valuation and acquisition quality:
Empirical evidence. Review of Financial Studies, 22 (2), 633-679.

Bouwman, C.H., 2013. The role of corporate culture in merger and acquisition. Available at:
SSRN-id2307740.

Bower, J.L., 2001. Not all M&As are alike — and that matters. Harvard Business Review 79: 92—
102.

Boyd, J.H., and Graham, S.L., 1998. Consolidation in US banking: implications for efficiency and
risk. In: Consolidation in US banking: implications for efficiency and risk. Bank Mergers &
Acquisitions. Springer, 1998, pp. 113-135.

Boyle, J., and Winter, M., 2010. A different toolbox for M&A due diligence in China.
Thunderbird International Business Review, 52 (1), 55-59.

Bradley, M., Desai, A. and Kim, E.H., 1988. Synergistic gains from corporate acquisitions and
their division between the stockholders of target and acquiring firms. Journal of Financial
Economics, 21 (1), 3-40.

Brannen, M.Y ., and Salk, J.E., 2000. Partnering across borders: Negotiating Organisational culture
in a German-Japanese joint venture. Human Relations, 53 (4), 451-487.

Brealey, R.A., 2007. Principles of Corpte Fin (Cd). Tata McGraw-Hill Education.

Brealey, R.A., Myers, S.C. and Myers, S., 2003. Capital investment and valuation. McGraw Hill
Professional.

Bresman, H., Birkinshaw, J. and Nobel, R., 1999. Knowledge transfer in international acquisitions.
Journal of International Business Studies, 439-462.

Brock, D.M., 2005. Multinational acquisition integration: the role of national culture in creating
synergies. International Business Review, 14 (3), 269-288.

Brouthers, K.D., and Brouthers, L.E., 2001. Explaining the national cultural distance paradox.
Journal of International Business Studies, 32 (1), 177-189.

133



Brouthers, K.D., and Brouthers, L.E., 2000. Acquisition or Greenfield start-up? Institutional,
cultural and transaction cost influences. Strategic Management Journal, 21 (1), 89-97.

Brouthers, K.D., van Hastenburg, P. and Van, D.V., 1998. If most mergers fail why are they so
popular? Long Range Planning, 31 (3), 347-353.

Bruner, R.F., 2002. Does M&A pay? A survey of evidence for the decision-maker. Journal of
Applied Finance, 12 (1), 48-68.

Bruner, R.F., 1988. The use of excess cash and debt capacity as a motive for merger. Journal of
Financial and Quantitative Analysis, 23 (02), 199-217.

Brush, C.G., and Vanderwerf, P.A., 1992. A comparison of methods and sources for obtaining
estimates of new venture performance. Journal of Business Venturing, 7 (2), 157-170.

Brush, T.H., 1996. Predicted change in operational synergy and post-acquisition performance of
acquired businesses. Strategic Management Journal, 17 (1), 1-24.

Bruton, G.D., Oviatt, B.M. and White, M.A., 1994. Performance of acquisitions of distressed firms.
Academy of Management Journal, 37 (4), 972-989.

Bryman, A., and Bell, E., 2011. Business research methods 3e. Oxford university press.

Bundy, B., 2007. The culture of combination: Changing behaviors and deal success in mergers and
acquisitions. Worldatwork Journal, 16 (2), 35.

Buono, A.F., Bowditch, J.L. and Lewis, J.W., 1985. When cultures collide: The anatomy of a
merger. Human Relations, 38 (5), 477-500.

Buono, A.F., 2003. The human side of mergers and acquisitions: managing collisions between
people, cultures, and Organisations. Washington, D.C.: Washington, D.C.: Beard Books.

Buono, A.F., 1989. The human side of mergers and acquisitions: managing collisions between
people, cultures and Organisations. San Francisco; London: San Francisco; London: Jossey-Bass.

Caiazza, R., and Volpe, T., 2015. M&A process: a literature review and research agenda. Business
Process Management Journal, 21 (1), 205-205.

Calipha, R., Tarba, S. and Brock, D., 2010. Mergers and acquisitions: a review of phases, motives,
and success factors. Advances in Mergers and Acquisitions, 9 (1), 1-24.

Calori, R., Lubatkin, M. and Very, P., 1994. Control mechanisms in cross-border acquisitions: An
international comparison. Organisation Studies, 15 (3), 361-379.

Campa, J.M., and Hernando, I., 2004. Shareholder value creation in European M&As. European
Financial Management, 10 (1), 47-81.

Campbell, A., Goold, M. and Alexander, M., 1994. Corporate-level strategy: Creating value in the
multibusiness company. John Eiley & Sons, .

Capasso, A., and Meglio, O., 2005. Knowledge transfer in mergers and acquisitions: how frequent
acquirers learn to manage the integration process. Strategic Capabilities and Knowledge Transfer
within and between Organisations: New Perspectives from Acquisitions, Networks, Learning and
Evolution, , 199.

134



Capron, L., 1999. The long-term performance of horizontal acquisitions. INSEAD.

Capron, L., Dussauge, P. and Mitchell, W., 1998. Resource redeployment following horizontal
acquisitions in Europe and North America, 1988-1992. Strategic Management Journal, 19 (7),
631-661.

Capron, L., Mitchell, W. and Swaminathan, A., 2001. Asset divestiture following horizontal
acquisitions: A dynamic view. Strategic Management Journal, 22 (9), 817-844.

Capron, L., and Pistre, N., 2002. When do acquirers earn abnormal returns? Strategic Management
Journal, 23 (9), 781-794.

Carr, R., Elton, G., Rovit, S. and Vestring, T., 2004. Beating the odds: a blueprint for successful
merger integration. European Business Journal, 16: 161-6.

Carow, K., Heron, R. and Saxton, T., 2004. Do early birds get the returns? An empirical
investigation of early-mover advantages in acquisitions. Strategic Management Journal, 25 (6),
563-585.

Cartwright, S., 2005. Mergers and acquisitions: An update and appraisal. International Review of
Industrial and Organisational Psychology 2005, Volume 20, 1-38.

Cartwright, S., and Cooper, C.L., 1993a. The psychological impact of merger and acquisition on
the individual: A study of building society managers. Human Relations, 46 (3), 327-347.

Cartwright, S., and Cooper, C.L., 1993b. The role of culture compatibility in successful
Organisational marriage. The Academy of Management Executive, 7 (2), 57-70.

Cartwright, S., and Cooper, C.L., 1996. Managing mergers, acquisitions and strategic alliances:
Integrating people and cultures. Butterworth-Heinemann: Oxford, UK.

Cartwright, S., and Price, F., 2003. Managerial preferences in international merger and acquisition
partners revisited: How are they influenced. Advances in Mergers and Acquisitions, 2 (1), 81-95.

Cartwright, S., and Schoenberg, R., 2006. Thirty years of mergers and acquisitions research:
Recent advances and future opportunities. British Journal of Management, 17 (S1), S1-S5.

Cartwright, S., 2000. Human resources know-how in mergers and acquisitions. London: London:
Chartered Institute of Personnel and Development.

Cavana, R., Delahaye, B.L. and Sekeran, U., 2001. Applied business research: Qualitative and
quantitative methods. John Wiley & Sons Australia.

Caves, R.E., 1996. Multinational enterprise and economic analysis. Cambridge university press.

Central Bank of Libya, 2012. Economic Bulletin for year 2012. CBL, Research and Statistics
Department: Tripoli.

Central Bank of Libya, 2011. Fifty-fifth annual report- Fiscal year 2011. Tripoli: CBL.
Central Bank of Libya, 2007. Annual Report (51th). Tripoli: Libya. .

Central Bank of Libya, 2006. The Fiftieth Festival for Establishment. CBL: Tripoli.

135



Central Bank of Libya, 2006. The third annual report of the Department of Bank Supervision and
Monetary for the years 2010-2011. CBL: Tripoli.

Central Bank of Libya, 2005. Annual Report (49th). Tripoli: Libya. .
Central Bank of Libya, 2005. The Libyan Banking Law No.1.
Central Bank of Libya, 2012. The Economic Indications 2012, [Online]. Tripoli: The Central

Bank of Libya. Available:http://cbl.gov.ly/ar/images/stories/bohot/BulCBLENDOF2012.pdf.
[Accessed 06/08/ 2013].

Chakrabarti, R., Gupta-Mukherjee, S. and Jayaraman, N., 2009. Mars—-Venus marriages: Culture
and cross-border M&A. Journal of International Business Studies, 40 (2), 216-236.

Chamiea, A., Elfeturi, A., and Abusneina, M., 1997. Role of Institutions and Financial Market in
Rebuilding the Structure of Libyan Economy. National Academy of Scientific Research- Benghazi
Libya (In Arabic).

Chase, B., 1998. National city’s latest mergers put premium on fast execution. American Banker,
163, 3-4.

Chatterjee, R., and Meeks, G., 1996. The financial effects of takeover: Accounting rates of return
and accounting regulation. Journal of Business Finance & Accounting, 23 (5-6), 851-868.

Chatterjee, S., 2009. The keys to successful acquisition programmes. Long Range Planning, 42 (2),
137-163.

Chatterjee, S., 1986. Types of synergy and economic value: The impact of acquisitions on merging
and rival firms. Strategic Management Journal, 7 (2), 119-139.

Chatterjee, S., and Lubatkin, M., 1990. Corporate mergers, stockholder diversification, and
changes in systematic risk. Strategic Management Journal, 11 (4), 255-268.

Chatterjee, S., Lubatkin, M.H., Schweiger, D.M. and Weber, Y., 1992. Cultural differences and
shareholder value in related mergers: Linking equity and human capital. Strategic Management
Journal, 13 (5), 319-334.

Chenhall, R.H., and Langfield-Smith, K., 2007. Multiple perspectives of performance measures.
European Management Journal, 25 (4), 266-282.

Child, J., Faulkner, D. and Pitkethly, R., 2001. The management of international acquisitions.
Oxford University Press.

Child, J., Faulkner, D. and Pitkethly, R., 2000. Foreign direct investment in the UK 1985-1994:
The impact on domestic management practice. Journal of Management Studies, 37 (1).

Chin, W.W., 1998. The partial least squares approach to structural equation modeling. Modern
Methods for Business Research, 295 (2), 295-336.

Chin, W.W., Marcolin, B.L. and Newsted, P.R., 2003. A partial least squares latent variable
modeling approach for measuring interaction effects: Results from a Monte Carlo simulation study
and an electronic-mail emotion/adoption study. Information Systems Research, 14 (2), 189-217.

136


http://cbl.gov.ly/ar/images/stories/bohot/BulCBLENDOF2012.pdf.

Chudzikowski, K., Fink, G., Mayrhofer, W. and Migliore, L.A., 2011. Relation between big five
personality traits and Hofstede's cultural dimensions: Samples from the USA and India. Cross
Cultural Management: An International Journal, 18 (1), 38-54.

Chudzikowski, K., Fink, G., Mayrhofer, W. and Rosenblatt, V., 2011. The impact of institutional
processes, social networks, and culture on diffusion of global work values in multinational
Organisations. Cross Cultural Management: An International Journal, 18 (1), 105-121.

Collis, J., Hussey, R., Crowther, D., Lancaster, G., Saunders, M., Lewis, P., Thornhill, A., Bryman,
A., Bell, E. and Gill, J., 2003. Business research methods.

Collis, J., and Hussey, R., 2013. Business research. Citeseer.

Collis, J., author, 2014. Business research: a practical guide for undergraduate and postgraduate
students. 4th edition / Jill Collis and Roger Hussey. ed.

Colombo, G., Valter. C., Massimo. B., and Luca, G., 2007. "Integrating Cross-Border Acquisition:
A Process-Oriented Approach,” Long Range Planning, 40, 202-22.

Cooper, C.L., Finkelstein, S., Weber, Y. and Drori, 1., 2008. The linkages between cultural
differences, psychological states, and performance in international mergers and acquisitions. In:
The linkages between cultural differences, psychological states, and performance in international
mergers and acquisitions. Advances in mergers and acquisitions. Emerald Group Publishing
Limited, 2008, pp. 119-142.

Cording, M., Christmann, P. and King, D.R., 2008. Reducing causal ambiguity in acquisition
integration: Intermediate goals as mediators of integration decisions and acquisition performance.
Academy of Management Journal, 51 (4), 744-767.

Corley, K.G., and Gioia, D.A., 2004. Identity ambiguity and change in the wake of a corporate
spin-off. Administrative Science Quarterly, 49 (2), 173-208.

Cowling, K., 1980. Mergers and economic performance. CUP Archive.

Creswell, J.W., 2013. Research design: Qualitative, quantitative, and mixed methods approaches.
Sage publications.

Creswell, JW., and Clark, V.L.P., 2007. Designing and conducting mixed methods research.

Cronbach, L.J., 1951. Coefficient alpha and the internal structure of tests. Psychometrika, 16 (3),
297-334.

Cyert, R.M., and March, J.G., 1963. A behavioural theory of the firm. Englewood Cliffs, NJ, 2.

Dackert, 1., Jackson, P.R., Brenner, S. and Johansson, C.R., 2003. Eliciting and analysing
employees' expectations of a merger. Human Relations, 56 (6), 705-725.

Dahl, S., 2004. Intercultural research: The current state of knowledge.

Daniels, J.D., and Krug, J.A., 2007. International business and globalization. Sage Publications
Ltd.

Datta, D.K., 1991. Organisational fit and acquisition performance: effects of post-acquisition
integration. Strategic Management Journal, 12 (4), 281-297.

137



Datta, D.K., and Grant, J.H., 1990. Relationships between type of acquisition, the autonomy given
to the acquired firm, and acquisition success: An empirical analysis. Journal of Management, 16
(1), 29-44.

Datta, D.K., and Puia, G., 1995. Cross-border acquisitions: An examination of the influence of
relatedness and cultural fit on shareholder value creation in US acquiring firms. MIR: Management
International Review, 337-359.

David, K., and Singh, H., 1993. Acquisition regimes: Managing cultural risk and relative
deprivation in corporate acquisitions. International Review of Strategic Management, 4, 227-276.

Davis, P.S., Desai, A.B. and Francis, J.D., 2000. Mode of international entry: An isomorphism
perspective. Journal of International Business Studies, 239-258.

Deal, T.E., and Kennedy, A.A., 2000. Corporate cultures: The rites and rituals of corporate life. Da
Capo Press.

Deal, T.E., and Kennedy, A.A., 1982. Corporate cultures: The rites and rituals of Organisational
life. Reading/T.Deal, A.Kennedy.—Mass: Addison-Wesley, 98-103.

DeMeuse, K., 1987. Corporate surgery: The human trauma of mergers and acquisitions'. In:
annual meeting of the American Psychological Association, New York,

DePamphilis, D., 2009. Mergers, acquisitions, and other restructuring activities: An integrated
approach to process, tools, cases, and solutions. Academic Press.

Deshpande, R., 1983. “Paradigms Lost": on theory and method in research in marketing. The
Journal of Marketing, 101-110.

Dess, G.G., and Robinson, R.B., 1984. Measuring Organisational performance in the absence of
objective measures: the case of the privately-held firm and conglomerate business unit. Strategic
Management Journal, 5 (3), 265-273.

Devos, E., Kadapakkam, P. and Krishnamurthy, S., 2009. How Do Mergers Create Value? A
Comparison of Taxes, Market Power, and Efficiency Improvements as Explanations for Synergies.
The Review of Financial Studies, 22 (3), 1179-1211.

Dillman, D.A., 2011. Mail and Internet surveys: The tailored design method--2007 Update with
new Internet, visual, and mixed-mode guide. John Wiley & Sons.

Dillon, W.R., and Kumar, A., 1994. Latent structure and other mixture models in marketing: an
integrative survey and overview. Advanced Methods of Marketing Research, 295-351.

Donaldson, G., and Lorsch, JW., 1983. Decision making at the top: The shaping of strategic
direction. Basic books New York.

Donnelly, T., Mellahi, K. and Morris, D., 2002. The European automobile industry: escape from
parochialism. European Business Review, 14 (1), 30-39.

Easterby-Smith, M.T., R. and Lowe, A. (2002). Management Research: An Introduction,

Ebimobowei, A., and Sophia, J.M., 2011. Mergers and acquisitions in the Nigerian banking
industry: An explorative investigation. The Social Sciences, 6 (3), 213-220.

138



Eckbo, B.E., 1983. Horizontal mergers, collusion, and stockholder wealth. Journal of Financial
Economics, 11 (1), 241-273.

El-Masri, Z.,1984. The Demand for Money in Developing Economies: the Case of Libya, Saudi
Arabia and Lrag. Unpublished PhD Dissertation. University of Missouri- Columbia

El-Shukri, A.S., 2007. Non-financial performance measurement in the Libyan commercial.

Ellabbar, K., and Havard, T., 2007. To what Extent is the Capital Market Needed in Libya?
Research Institute for the Built and Human Environment.

Ellis, K.M., 2004. Managing the acquisition process: Do differences actually exist across
integration approaches. Mergers and Acquisitions: Creating Integrative Knowledge, 113-132.

Ellis, K.M., Reus, T.H. and Lamont, B.T., 2009. The effects of procedural and informational
justice in the integration of related acquisitions. Strategic Management Journal, 30 (2), 137-161.

Ellis, K.M., Weber, Y., Raveh, A. and Tarba, S.Y., 2012. Integration in large, related M&As:
linkages between contextual factors, integration approaches and process dimensions. European
Journal of International Management, 6 (4), 368-394.

Elsass, P.M., and Veiga, J.F., 1994. Acculturation in acquired Organisations: A force-field
perspective. Human Relations, 47 (4), 431-453.

Epstein, M.J., 2005. The determinants and evaluation of merger success. Business Horizons, 48:
37-46.

Fattouh, B., 2008. North African oil and foreign investment in changing market conditions. Oxford
Institute for Energy Studies London.

Fields, L.P., Fraser, D.R. and Kolari, J.W., 2007. Bidder returns in bancassurance mergers: Is there
evidence of synergy? Journal of Banking & Finance, 31 (12), 3646-3662.

Filion, F., 1975. Estimating bias due to nonresponse in mail surveys. Public Opinion Quarterly, 39
(4), 482-492.

Finkelstein, S., 1997. Interindustry merger patterns and resource dependence: A replication and
extension of Pfeffer (1972). Strategic Management Journal, 18 (10), 787-810.

Finkelstein, S., 1992. Power in top management teams: Dimensions, measurement, and validation.
Academy of Management Journal, 35 (3), 505-538.

Finkelstein, S., Cooper, C.L. and Teucher, B.M., 2012. The Impact of Organisational Culture
Differences on Bidder and Target Companies’ Share Values following Merger Announcement:
Evidence from a Stock Market Perspective. In: The Impact of Organisational Culture Differences
on Bidder and Target Companies’ Share Values following Merger Announcement: Evidence from
a Stock Market Perspective. Advances in Mergers and Acquisitions. Emerald Group Publishing
Limited, 2012, pp. 89-122.

Firth, M., 1980. Takeovers, shareholder returns, and the theory of the firm. The Quarterly Journal
of Economics, 235-260.

Focarelli, D., Panetta, F. and Salleo, C., 2002. Why do banks merge? Journal of Money, Credit,
and Banking, 34 (4), 1047-1066.

139



Fornell, C., and Larcker, D.F., 1981. Evaluating structural equation models with unobservable
variables and measurement error. Journal of Marketing Research, 39-50.

Forsgren, M., 1990. Managing the international multi-centre firm: Case studies from Sweden.
European Management Journal, 8 (2), 261-267.

Fowler, K.L., and Schmidt, D.R., 1989. Determinants of tender offer post-acquisition financial
performance. Strategic Management Journal, 10 (4), 339-350.

Friedrich, T.L., Byrne, C.L. and Mumford, M.D., 2009. Methodological and theoretical
considerations in survey research. The Leadership Quarterly, 20 (2), 57-60.

Galpin, T. and Herndon, M., 2007. The complete guide to mergers and acquisitions: process tools
to support M&A integration at every level. New York: Wiley.

Gao, S., Heravi, S. and Xiao, J., 2005. Determinants of Corporate Social and Environmental
Reporting in Hong Kong: A Research Note, Accounting Forum 29 (2), 233-242.

Garfinkel, J.A., and Hankins, K.W., 2011. The role of risk management in mergers and merger
waves. Journal of Financial Economics, 101 (3), 515-532.

Gaughan, P.A., 2010. Mergers, acquisitions, and corporate restructurings. John Wiley & Sons.
Hofstede, H., 1998. Masculinity and femininity: The taboo dimension of national cultures. Sage.

Gefen, D., Straub, D.W. and Rigdon, E.E., 2011. An update and extension to SEM guidelines for
admnistrative and social science research. Management Information Systems Quarterly, 35 (2), iii-
Xiv.

Gertsen, M.C., Sgderberg, A. and Torp, J.E., 1998. Cultural dimensions of international mergers
and acquisitions. Walter de Gruyter.

Glaister, K.W., and Ahammad, M.F., 2010. Motives for Cross Border Mergers and Acquisitions:
Perspective of UK Firms. Available at SSRN 1549812,

Glaister, K.W., and Buckley, P.J., 1998. Measures of performance in UK international alliances.
Organisation Studies, 19 (1), 89-118.

Glaum, M., and Hutzschenreuter, T., 2010. Mergers & acquisitions. Management Des Externen
Unternehmenswachstums, Stuttgart.

Goergen, M., and Renneboog, L., 2004. Shareholder Wealth Effects of European Domestic and
Cross-border Takeover Bids. European Financial Management, 10 (1), 9-45.

Golden, B.R., 1992. Research notes. The past is the past—or is it? The use of retrospective
accounts as indicators of past strategy. Academy of Management Journal, 35 (4), 848-860.

Gomes, E., Angwin, D.N., Weber, Y. and Yedidia Tarba, S., 2013. Critical Success Factors
through the Mergers and Acquisitions Process: Revealing Pre-and Post-M&A Connections for
Improved Performance. Thunderbird International Business Review, 55 (1), 13-35.

Gotz, O., Liehr-Gobbers, K., and Krafft, M., 2009. Evaluation of structural equation models using
the partial least squares (PLS) approach. In V. E. Vinzi, W. W. Chin, J. Heneseler, & H. Wang
(Eds.), Handbook of Partial Least Squares: Concepts, Methods and Applications. Berlin: Springer.

140



Graebner, M.E., and Eisenhardt, K.M., 2004. The seller's side of the story: Acquisition as
courtship and governance as syndicate in entrepreneurial firms. Administrative Science Quarterly,
49 (3), 366-403.

Grant, M. R., 1996. Toward a Knowledge-Based Theory of the Firm. Strategic Management
Journal, 17 (Winter Special Issue): 109-123.

Green, M.B., 1990. Mergers and acquisitions: geographical and spatial perspectives. Routledge.

Greenwood, R., Hinings, C. and Brown, J., 1994. Merging professional service firms.
Organisation Science, 5 (2), 239-257.

Griswold, D.,1998. Libya: Embargo Costs $5 Billion. Available at: <URLhttp://www.hartford-
hwp.com/archives/32/042.html > Access Date: 20" May, 2013.

Groeschl, S., and Doherty, L., 2000. Conceptualising culture. Cross Cultural Management, 7 (4),
12-17.

Gudergan, S., Ringle, C.M., Wende, S. and Will, A., 2008. Confirmatory tetrad analysis in PLS
path modeling. Journal of Business Research, 61 (12), 1238-1249.

Gutek, B.A., 1978. On the Accuracy of Retrospective Attitudinal Data. The Public Opinion
Quarterly, 42 (3), 390-401.

Hadlock, C., Houston, J. and Ryngaert, M., 1999. The role of managerial incentives in bank
acquisitions. Journal of Banking & Finance, 23 (2), 221-249.

Hair Jr, J.F., Hult, G.T.M., Ringle, C. and Sarstedt, M., 2013. A primer on partial least squares
structural equation modeling (PLS-SEM). Sage Publications.

Hair, J. F., Money, A. H., Samouel, P., and Page, M., 2007. Research methods for business.
England: John Wiley and Sons, Ltd.

Hair, J.F., Sarstedt, M., Ringle, C.M. and Mena, J.A., 2012. An assessment of the use of partial
least squares structural equation modeling in marketing research. Journal of the Academy of
Marketing Science, 40 (3), 414-433.

Haleblian, J., and Finkelstein, S., 1999. The influence of Organisational acquisition experience on
acquisition performance: A behavioral learning perspective. Administrative Science Quarterly, 44
(1), 29-56.

Hall, M., 2008. The effect of comprehensive performance measurement systems on role clarity,
psychological empowerment and managerial performance. Accounting, Organisations and Society,
33 (2), 141-163.

Hamilton, K., 2004. Doing Research Projects in Marketing Management and consumer Research.
Qualitative Market Research, 7 (2), 161-163.

Harrison, J.S., Hitt, M.A., Hoskisson, R.E. and Ireland, R.D., 1991. Synergies and post-acquisition
performance: Differences versus similarities in resource allocations. Journal of Management, 17
(1), 173-190.

141



Harrison, J., Hitt, M.A., Hoskisson, R.E. and Ireland, R.D., 2001. Resource complementarity in
business combinations: extending the logic to organizational alliances, Journal of Management,
Vol. 27, pp.679-693.

Harzing, A., 2002. Acquisitions versus greenfield investments: International strategy and
management of entry modes. Strategic Management Journal, 23 (3), 211-227.

Haspeslagh, P.C., and Jemison, D.B., 1991. Managing acquisitions: Creating value through
corporate renewal. Free Press New York.

Hatch, M.J., 1993. The dynamics of Organisational culture. Academy of Management Review, 18
(4), 657-693.

Hayn, C., 1989. Tax attributes as determinants of shareholder gains in corporate acquisitions.
Journal of Financial Economics, 23 (1), 121-153.

Hayward, M.L., 2002. When do firms learn from their acquisition experience? Evidence from
1990 to 1995. Strategic Management Journal, 23 (1), 21-39.

Hayward, M.L., and Hambrick, D.C., 1997. Explaining the premiums paid for large acquisitions:
Evidence of CEO hubris. Administrative Science Quarterly, 103-127.

Healy, P.M., Palepu, K.G. and Ruback, R.S., 1992. Does corporate performance improve after
mergers? Journal of Financial Economics, 31 (2), 135-175.

Hellriegel, D., Jackson, S., Slocum, J., Staude, G., Amos, T., Klopper, H., Ivancevich, J., Lorenzi,
P., Skinner, S. and Croshy, P., 2001. Management: quality and competitiveness. Chicago: Richard
D Irwin,

Hempel, G.H., Simonson, D.G. and Coleman, A.B., 1994. Bank management: text and cases.

Hennart, J., and Reddy, S., 1997. The choice between mergers/acquisitions and joint ventures: The
case of Japanese investors in the United States. Strategic Management Journal, 18 (1), 1-12.

Henseler, J., Ringle, C.M. and Sinkovics, R.R., 2009. The use of partial least squares path
modeling in international marketing.

Hermalin, B.E., 2001. Economics and corporate culture. In C. L. Cooper, S. Cartwright, & C. P.
Earley, Handbook of Organisational Culture. Chichester, U.K.: John Wiley and Sons. , 217-262.

Higgins, B., 1968. Economic development: principles, problems and policies, London, Constable.

Higgins, R.C., and Schall, L.D., 1975. Corporate bankruptcy and conglomerate merger. The
Journal of Finance, 30 (1), 93-113.

Hitt, M.A., Dacin, M.T., Levitas, E., Arregle, J. and Borza, A., 2000. Partner selection in emerging
and developed market contexts: Resource-based and Organisational learning perspectives.
Academy of Management Journal, 43 (3), 449-467.

Hitt, M.A., Harrison, J.S. and Ireland, R.D., 2001. Mergers & acquisitions: A guide to creating
value for stakeholders. Oxford University Press.

Hitt, M., Harrison, J., Ireland, R.D. and Best, A., 1998. Attributes of successful and unsuccessful
acquisitions of US firms. British Journal of Management, 9 (2), 91-114.

142



Hitt, M., Ireland, R.D. and Hoskisson, R., 2012. Strategic management cases: competitiveness and
globalization. Cengage Learning.

Hofstede, G., 1998. Attitudes, values and Organisational culture: Disentangling the concepts.
Organisation Studies, 19 (3), 477-493.

Hofstede, G., 1994. The business of international business is culture. International Business
Review, 3 (1), 1-14.

Hofstede, G.H., 2010. Cultures and Organisations electronic resource]: software of the mind:
international cooperation and its importance for survival. Rev. and expanded 3rd ed. / Geert
Hofstede, Gert Jan Hofstede, Michael Minkov. ed. New York; London; New York: New York;
London: McGraw-Hill.

Hofstede, G., 2005. Cultures and Organisations: software of the mind. Rev. and expanded 2nd ed.
London: McGraw-Hill.

Homburg, C., and Bucerius, M., 2006. Is speed of integration really a success factor of mergers
and acquisitions? An analysis of the role of internal and external relatedness. Strategic
Management Journal, 27 (4), 347-367.

Homburg, C., and Bucerius, M., 2005. A marketing perspective on mergers and acquisitions: How
marketing integration affects postmerger performance. Journal of Marketing, 69 (1), 95-113.

Hong.S.M, 2005. Libyan Economy in the New World Order. Available at :<
URL.:http://hopia.net/hong/file/english/Lib08.htm>Access Date: 27th December, 2013.

Hopkins, H.D., Chaganti, R. and Kotabe, M., 1999. Cross-border mergers and acquisitions: Global
and regional perspectives. Journal of International Management, 5 (3), 207-239.

Hopkins, H. D., 2008. Cross-border mergers and acquisitions: Do strategy or post-merger
integration matter? International Management Review, 4: 5-12.

Hopper, T., and Powell, A., 1985. Making sense of research into the Organisational and social
aspects of management accounting: A review of its underlying assumptions [1]. Journal of
Management Studies, 22 (5), 429-465.

Hsun, S., Chen, W. and Hsieh, M., 2006. Robustness testing of PLS, LISREL, EQS and ANN-
based SEM for measuring customer satisfaction. Total Quality Management & Business
Excellence, 17 (3), 355-372.

Huber, G.P., and Power, D.J., 1985. Retrospective reports of strategic-level managers: Guidelines
for increasing their accuracy. Strategic Management Journal, 6 (2), 171-180.

Hulland, J., 1999. Use of partial least squares (PLS) in strategic management research: A review of
four recent studies. Strategic Management Journal, 20 (2), 195-204.

Hunt, J.W., 1990. Changing pattern of acquisition behaviour in takeovers and the consequences for
acquisition processes. Strategic Management Journal, 11 (1), 69-77.

Inkpen, A., Sundaram, A. and Rockwood, K., 2000. Cross-border acquisitions of US technology
assets. California Management Review, 42 (3), 50-71

143



International Monetary Fund [Online Resource] available from:
https://www.imf.org/external/pubs/ft/scr/2006/cr06137.pdf [Accessed 29\10\2009] . 2006.

Ireland, R.D., and Hitt, M.A., 2005. Achieving and maintaining strategic competitiveness in the
21st century: The role of strategic leadership. The Academy of Management Executive, 13 (1), 43-
57.

Jafari, A., 2008. The Impact of Cultural Globalisation on the Interrelatedness of Identity
Construction and Consumption Practices of Iranian Youth.

Jamali, D., 2007. The Case for Strategic Corporate Social Responsibility in Developing Countries,
Business and Society Review 112 (1), 1-27.

Jansen SA., 2008. Mergers & Acquisitions (3rd ed).Wiesbaden, Germany. Gabler.

Jean, R. ““. Sinkovics, R.R. and Kim, D., 2010. Drivers and performance outcomes of relationship
learning for suppliers in cross-border customer-supplier relationships: The role of communication
culture. Journal of International Marketing, 18 (1), 63-85.

Jemison, D.B., and Sitkin, S.B., 1986. Acquisitions-the Process Can Be a Problem. Harvard
Business Review, 64 (2), 107-116.

Jemison, D.B., and Sitkin, S.B., 1986. Corporate Acquisitions: A Process Perspective. The
Academy of Management Review, 11 (1), 145-163.

Jensen, M.C., 1986. Agency cost of free cash flow, corporate finance, and takeovers. Corporate
Finance, and Takeovers.American Economic Review, 76 (2).

Jensen, M.C., and Ruback, R.S., 1983. The market for corporate control: The scientific evidence.
Journal of Financial Economics, 11 (1), 5-50.

Jensen, M., and Meckling, W., 1976. Theory of the Firm: Managerial Behavior. Agency Costs and
Ownership Structure.mJournal of Financial Economics, 3.

John, R. B., 2008. “Redefining the Libyan Revolution: the Changing Ideology of Muammar al-
Qaddafi”. The Journal of North African Studies, 13:1, 91-106.

Johnson, J.P., Lenartowicz, T. and Apud, S., 2006. Cross-cultural competence in international
business: Toward a definition and a model. Journal of International Business Studies, 37 (4), 525-
543.

Kanter, R.M., and Corn, R.l., 1994. Do Cultural Differences Make a Business Difference?
Contextual Factors Affecting Cross-cultural Relationship Success. The Journal of Management
Development, 13 (2), 5-23.

Katila, R. and Ahuja, G., 2002. Something old, something new: A longitudinal study of search
behavior and new product introduction. Academy of Management Journal, 45: 1183-1205.

Kavanagh, M.H., and Ashkanasy, N.M., 2006. The impact of leadership and change management
strategy on Organisational culture and individual acceptance of change during a merger. British
Journal of Management, 17 (S1), S81-S103.

Keller, A., 2010. Competition effects of mergers: An event study of the German electricity market.
Energy Policy, 38 (9), 5264-5271.

144


https://www.imf.org/external/pubs/ft/scr/2006/cr06137.pdf

Kiessling, T., and Harvey, M., 2006. The human resource management issues during an
acquisition: the target firm's top management team and key managers. The International Journal of
Human Resource Management, 17 (7), 1307-1320.

Kilain, K., 1988. The Evolution and Status of Accounting in Libya. Unpublished PhD Dissertation.
The University of Hull.

Kim, J., and Finkelstein, S., 2009. The effects of strategic and market complementarity on
acquisition performance: Evidence from the U.S. commercial banking industry, 1989- 2001.
Strategic Management Journal, 30 (6), 617-646.

King, D.R., Dalton, D.R., Daily, C.M. and Covin, J.G., 2004. Meta-analyses of post-acquisition
performance: Indications of unidentified moderators. Strategic Management Journal, 25 (2), 187-
200.

Kirkman, B.L., Lowe, K.B. and Gibson, C.B., 2006. A quarter century of culture's consequences:
A review of empirical research incorporating Hofstede's cultural values framework. Journal of
International Business Studies, 37 (3), 285-320.

Klarmann, M., 2008. Methodological problem areas of success factors research- Inventory and
empirical analyzes. Wiesbaden: Gabler Verlag.

Koch, T. and Macdonald, S. (2003) Bank Management Ohio: Thomson

Kominis, G., and Emmanuel, C.R., 2007. The expectancy—valence theory revisited: Developing an
extended model of managerial motivation. Management Accounting Research, 18 (1), 49-75.

Kosmowski, J., 2010. M&A integration: Fast or slow? New York, NY: Deloitte Debates, Deloitte
Development LLC.

Kotabe, M., Dunlap-Hinkler, D., Parente, R. and Mishra, H.A., 2007. Determinants of cross-
national knowledge transfer and its effect on firm innovation. Journal of International Business
Studies, 38 (2), 259-282.

Kreitl, G., and Oberndorfer, W.J., 2004. Motives for acquisitions among engineering consulting
firms. Construction Management & Economics, 22 (7), 691-700.

Krishnan, H.A., Miller, A. and Judge, W. Q., 1997. Diversification and top management team
complementarity: is the performance improved by merging similar or dissimilar teams? Strategic
Management Journal: 361-374.

Kroeber, A.L., and Parsons, T., 1958. The concepts of culture and of social system. American
Sociological Review, 23 (5), 582-583.

Krug, J.A., and Hegarty, W.H., 2001. Research notes and commentaries: predicting who stays and
leaves after an acquisition: a study of top managers in multinational firms. Strategic Management
Journal, 22 (1), 185-196.

Krug, J.A., and Hegarty, W.H., 1997. Postacquisition turnover among US top management teams:
An analysis of the effects of foreign vs. domestic acquisitions of US targets. Strategic
Management Journal, 18 (8), 667-675.

145



Krug, J., and Nigh, D., 1998. Top management departures in cross-border acquisitions:
Governance issues in an international context. Journal of International Management, 4 (4), 267-
287.

Kusewitt, J.B., 1985. An exploratory study of strategic acquisition factors relating to performance.
Strategic Management Journal, 6 (2), 151-169.

Lang, L.H., Stulz, R. and Walkling, R.A., 1991. A test of the free cash flow hypothesis: The case
of bidder returns. Journal of Financial Economics, 29 (2), 315-335.

Larsson, R., 1991. Barriers to acculturation in mergers and acquisitions: Strategic human resource
implications. Lunds University.

Larsson, R., Brousseau, K.R., Driver, M.J., Holmqgvist, M. and Tarnovskaya, V., 2003.
International growth through cooperation: Brand-driven strategies, leadership, and career
development in Sweden. The Academy of Management Executive, 17 (1), 7-21.

Larsson, R., and Finkelstein, S., 1999. Integrating strategic, Organisational, and human resource
perspectives on mergers and acquisitions: A case survey of synergy realization. Organisation
Science, 10 (1), 1-26.

Larsson, R., and Lubatkin, M., 2001. Achieving acculturation in mergers and acquisitions: An
international case survey. Human Relations, 54 (12), 1573-1607.

Lauser, B. and Peters, M., 2008. A complexity perspective on leadership and change in the post-
merger integration process. International Journal of Learning and Change, 3: 196-210.

Lee Marks, M., 1997. Consulting in mergers and acquisitions: Interventions spawned by recent
trends. Journal of Organisational Change Management, 10 (3), 267-279.

Lee, C., Lee, K. and Pennings, J.M., 2001. Internal capabilities, external networks, and
performance: a study on technology-based ventures. Strategic Management Journal, 22 (6-7), 615-
640.

Lee, T., and Caves, R.E., 1998. Uncertain outcomes of foreign investment: Determinants of the
dispersion of profits after large acquisitions. Journal of International Business Studies, 563-581.

Leedy, P.D., and Ormrod, J.E., 2005. Practical research. Planning and Design, 8.
Lenaghan, R., 1987. Libya: banking, credit and currency.

Leontiev, A., 2006. Personality, culture, language. Journal of Russian and East European
Psychology, 44 (3), 47-56.

Leung, K., Bhagat, R.S., Buchan, N.R., Erez, M. and Gibson, C.B., 2005. Culture and international
business: Recent advances and their implications for future research. Journal of International
Business Studies, 36 (4), 357-378.

Lewellen, W.G., 1971. A pure financial rationale for the conglomerate merger. The Journal of
Finance, 26 (2), 521-537.

Lewis, P., Thornhill, A. and Saunders, M., 2007. Research methods for business students. Pearson
Education UK.

146



Liu, C.E., Ghauri, P.N. and Sinkovics, R.R., 2010. Understanding the impact of relational capital
and Organisational learning on alliance outcomes. Journal of World Business, 45 (3), 237-249.

Lodorfos, G., and Boateng, A., 2006. The role of culture in the merger and acquisition process:
Evidence from the European chemical industry. Management Decision, 44 (10), 1405-1421.

Lohmoller, J., 1988. The PLS program system: Latent variables path analysis with partial least
squares estimation. Multivariate Behavioral Research, 23 (1), 125-127.

Loretta, J., 1987. Efficient product of financial services: Scale and scope economies, Federal
Reserve Bank of Philadelphia, January/February, 15-25.

Louis, M.R., 1983. Organisations as culture-bearing milieux. Organisational Symbolism, 186, 218.

Lubatkin, M., 1987. Merger strategies and stockholder value. Strategic Management Journal, 8 (1),
39-53.

Lubatkin, M., 1983. Mergers and the Performance of the Acquiring Firm. Academy of
Management Review, 8 (2), 218-225.

Lubatkin, M., Calori, R., Very, P. and Veiga, J.F., 1998. Managing mergers across borders: A two-
nation exploration of a nationally bound administrative heritage. Organisation Science, 9 (6), 670-
684.

Lubatkin, M., Schweiger, D. and Weber, Y., 1999. Top management turnover in related M&A's:
An additional test of the theory of relative standing. Journal of Management, 25 (1), 55-73.

Lubatkin, M., and Shrieves, R.E., 1986. Towards Reconciliation of Market Performance Measures
to Strategic Management Research. The Academy of Management Review, 11 (3), 497-512.

Lubatkin, M., Srinivasan, N. and Merchant, H., 1997. Merger strategies and shareholder value
during times of relaxed antitrust enforcement: The case of large mergers during the 1980s. Journal
of Management, 23 (1), 59-81.

Maanen, J.V., 1983. Qualitative methodology. Beverly Hills: Sage.

Makri, M., Hitt, M.A. and Lane, P.J., 2010. Complementary technologies, knowledge relatedness,
and invention outcomes in high technology mergers and acquisitions. Strategic Management
Journal, 31 (6), 602-628.

Malatesta, P.H., 1983. The wealth effect of merger activity and the objective functions of merging
firms. Journal of Financial Economics, 11 (1), 155-181.

Malhotra, N.K., 2008. Marketing research: An applied orientation, 5/e. Pearson Education India.

Mahmud, M., and Russel, A., 2003. An Empirical Investigation of the Development of Accounting
Education and Practice in Libya, and of Strategies for Enhancing Accounting Education and
Accounting Practice in Libya. Research in Accounting in Emerging Economies, 5,197-236.

March J.G., 1991. Exploration and exploitation in organizational learning. Organization Science, 2:
71-87.

March, J.G., and Sutton, R.l., 1997. Crossroads-Organisational performance as a dependent
variable. Organisation Science, 8 (6), 698-706.

147



Markides, C., and Oyon, D., 1998. International acquisitions: Do they create value for
shareholders? European Management Journal, 16 (2), 125-135.

Marks, M.L., and Mirvis, P.H., 2011. Merge ahead: A research agenda to increase merger and
acquisition success. Journal of Business and Psychology, 26 (2), 161-168.

Marks, M.L., and Mirvis, P.H., 2010. Joining forces: Making one plus one equal three in mergers,
acquisitions, and alliances. John Wiley & Sons.

Marks, M.L., and Mirvis, P.H., 2001. Making mergers and acquisitions work: Strategic and
psychological preparation. The Academy of Management Executive, 15 (2), 80-92.

Matt Henn, Mark Weinstein and Nick Foard, 2009. A critical introduction to social research. Sage
Publications.

Maull, R., Brown, P. and Cliffe, R., 2001. Organisational culture and quality improvement.
International Journal of Operations & Production Management; Int .J. Oper. Prod .Manage. 21
(3), 302-326.

Mayo, A., and Hadaway, T., 1994. Cultural adaptation - The ICL- Nokia- Data merger 1991-92.
The Journal of Management Development, 13 (2), 59.

Meliha, A. B., 1996. “A Rentier State’s Response to 0il Crisis: Economic Reform Policies in
Libya”. Arab Studies Quarterly (ASQ), 18(4), 49-65.

Mergermarket. 2007. M&A Integration In association with: A mergermarket report on issues
surrounding post-deal integration for European companies. London.

Metwalli, A. M, and Tang, R.W., 2003. Merger and acquisition activity in the Middle East and a
four-country comparison Int. J. Commerce Manage., 13, 1, 81-102, MCB UP Ltd

Metz, C.H., 1987. Libya a historical and cultural overview. Libya: A Country Study. The Federal
Research Division of the Library of Congress: U.S.

Meyer, C.B., 2008. Value leakages in mergers and acquisitions: Why they occur and how they can
be addressed. Long Range Planning, 41 (2), 197-224.

Meyer, C.B., and Altenborg, E., 2008. Incompatible strategies in international mergers: the failed
merger between Telia and Telenor. Journal of International Business Studies, 39 (3), 508-525.

Michael Crotty, 1998. The foundations of social research: Meaning and perspective in the
research process. Sage.

Miroshnik, V., 2002. Culture and international management: a review. Journal of Management
Development, 21 (7), 521-544.

Mirvis, P.H., 1985. Negotiations after the sale: The roots and ramifications of conflict in an
acquisition. Journal of Organisational Behavior, 6 (1), 65-84.

Modell, S., 2005. Triangulation between case study and survey methods in management
accounting research: An assessment of validity implications. Management Accounting Research,
16 (2), 231-254.

148



Molyneux, P., and Thornton, J., 1992. Determinants of European bank profitability: A note.
Journal of Banking & Finance, 16 (6), 1173-1178.

Monk, R., 2000. Culture clash: Takeover of Car Maker Changes Cultures. Organisation
Development Journal, 18 (1), 75-82.

Morgan, G., and Smircich, L., 1980. The case for qualitative research. Academy of Management
Review, 5 (4), 491-500.

Morosini, P., 1998. Managing cultural differences: Effective strategy and execution across cultures
in global corporate alliances. Pergamon.

Morosini, P., Shane, S. and Singh, H., 1998. National cultural distance and cross-border
acquisition performance. Journal of International Business Studies, 137-158.

Morosini, P., and Singh, H., 1994. Post-cross-border acquisitions: Implementing ‘national culture-
compatible ‘strategies to improve performance. European Management Journal, 12 (4), 390-400.

Mueller, D.C., and Yurtoglu, B.B., 2007. Corporate governance and the returns to acquiring firms'
shareholders: an international comparison. Managerial and Decision Economics, 28 (8), 879-896.

Mueller, D., 1969. A theory of conglomerate mergers. Quarterly Journal of Economics, 83 (4),
643-659.

Mukherjee, T.K., Kiymaz, H. and Baker, H.K., 2004. Merger motives and target valuation: A
survey of evidence from CFOs. Journal of Applied Finance, 14 (2).

Nahass, G., Boyle, M., Smith, J., Balog, J., Kennedy, P., and Skorupka, D., 2008. How can
leadership make a difference? An integration survey 2008. New York City.

Nahavandi, A., and Malekzadeh, A.R., 1988. Acculturation in mergers and acquisitions. Academy
of Management Review, 13 (1), 79-90.

Nair, A., Trendowski, J. and Judge, W., 2008. The Theory of the Growth of the Firm (Book
Review).

Naoum, S.G., 2012. Dissertation research and writing for construction students. Routledge.

Napier, N.K., 1989. Mergers and acquisitions, human resource issues and outcomes: A review and
suggested typology. Journal of Management Studies, 26 (3), 271-290.

Nayyar, P.R., 1992. On the Measurement of Corporate Diversification Strategy: Evidence from
Large U.S. Service Firms. Strategic Management Journal, 13 (3), 219-235.

Neale, W.C., 1996. All the Difference: A Development Economist's Quest (Book Review).

Neuman, W.L., and Neuman, W.L., 2006. Social research methods: Qualitative and quantitative
approaches.

Nguyen, H., and Kleiner, B.H., 2003. The effective management of mergers. Leadership &
Organisation Development Journal, 24 (8), 447-454.

Nielsen, J.F., and Melicher, R.W., 1973. A Financial Analysis of Acquisition and Merger
Premiums. Journal of Financial and Quantitative Analysis, 8 (2), 139-148.

149



Nikandrou, 1., and Papalexandris, N., 2007. The impact of M&A experience on strategic HRM
practices and organisational effectiveness: Evidence from Greek firms. Human Resource
Management Journal, 17 (2), 155-177.

Norburn, D., and Schoenberg, R., 1994. European cross-border acquisition: how was it for you?
Long Range Planning, 27 (4), 25-34.

North, D.S., 2001. The role of managerial incentives in corporate acquisitions: the 1990s evidence.
Journal of Corporate Finance, 7 (2), 125-149.

Nunnally, J. C., and Bernstein, I. H., 1994. Psychological theory. New York: McGraw- Hill.

Olie, R., 1994. Shades of culture and institutions-in international mergers. Organisation Studies,
15 (3), 381-405.

Oppenheim, A., and Lewis, A., 2000. Questionnaire design, interviewing and attitude
measurement.

Otman, W., and Karlberg, E., 2007. The Libyan economy: economic diversification and
international repositioning. Springer Science & Business Media.

Pablo, A.L., 1994. Determinants of acquisition integration level: A decision-making perspective.
Academy of Management Journal, 37 (4), 803-836.

Palich, L.E., Cardinal, L.B. and Miller, C.C., 2000. Curvilinearity in the diversification-
performance linkage: An examination of over three decades of research. Strategic Management
Journal, (21), 155-174.

Panzar, J.C., and Willig, R.D., 1977. Economies of scale in multi-output production. The
Quarterly Journal of Economics, , 481-493.

Papadakis, V.M., 2005. The role of broader context and the communication program in merger and
acquisition implementation success. Management Decision, 43 (2), 236-255.

Papadakis, V.M., and Thanos, I.C., 2010. Measuring the performance of acquisitions: An
empirical investigation using multiple criteria. British Journal of Management, 21 (4), 859-873.

Pautler, P.A., 2003. Evidence on mergers and acquisitions. Antitrust Bull., 48, 119.

Pehrsson, A., 2006. Business relatedness and performance: A study of managerial perceptions.
Strategic Management Journal, 27 (3), 265-282.

Peng, Y., and Fang, C., 2010. Acquisition experience, board characteristics, and acquisition
behavior. Journal of Business Research, 63 (5), 502-509.

Pennings, J.M., Barkema, H. and Douma, S., 1994. Organisational learning and diversification.
Academy of Management Journal, 37 (3), 608-640.

Perry, C., 1998. A structured approach for presenting theses. Australasian Marketing Journal
(AMJ), 6 (1), 63-85.

Peters, T.J., and Waterman, R.H., 1982. In search of excellence: Lessons from American best-run
companies. New York: Harper & Row.

150



Pettigrew, A.M., 1979. On studying Organisational cultures. Administrative Science Quarterly, ,
570-581.

Pfeffer, J., and Salancik, G.R., 2003. The external control of Organisations: A resource
dependence perspective. Stanford University Press.

Picot, G., 2002. Handbook of international mergers and acquisitions. Macmillan.

Piekkari, R., Vaara, E., Tienari, J. and Santti, R., 2005. Integration or disintegration? Human
resource implications of a common corporate language decision in a cross-border merger. The
International Journal of Human Resource Management, 16 (3), 330-344.

Pitts, R.A., 1976. Diversification strategies and Organisational policies of large diversified firms.
M. Wiener.

Podsakoff, P.M., MacKenzie, S.B., Lee, J. and Podsakoff, N.P., 2003. Common method biases in
behavioral research: a critical review of the literature and recommended remedies. Journal of
Applied Psychology, 88 (5), 879.

Porter, M.E., 1985. Competitive strategy: Creating and sustaining superior performance. New York:
The Free,

Porter, M., 1990. From competitive advantage to corporate strategy. Harvard Business Review, 3,
43-59.

Porter, M.E and Yergin, D., 2006. National Economic Strategy: An Assessment of the
Competitiveness of the Libyan Arab Jamahiriya. Cambridge, Cambridge Energy Research
Associates (CERA).

Prabhu, J.C., Chandy, R.K. and Ellis, M.E., 2005. The impact of acquisitions on innovation:
Poison pill, placebo, or tonic? Journal of Marketing, 69 (1), 114-130.

Pritchett, P., Robinson, D. and Clarkson, R., 1997. After the Merger: The Authoritative Guide for
Int. McGraw Hill Professional.

Punnett, B.J., 1989. Experiencing international management. Pws Publishing Company.

Puranam, P., Singh, H. and Chaudhuri, S., 2009. Integrating acquired capabilities: When structural
integration is (un) necessary. Organisation Science, 20 (2), 313-328.

Puranam, P., Singh, H. and Zollo, M., 2006. Organizing for innovation: Managing the
coordination-autonomy dilemma in technology acquisitions. Academy of Management Journal, 49
(2), 263-280.

Puranam, P., and Srikanth, K., 2007. What they know vs. what they do: How acquirers leverage
technology acquisitions. Strategic Management Journal, 28 (8), 805-825.

Quah, P., and Young, S., 2005. Post-acquisition Management: A Phases Approach for Cross-
border M&As. European Management Journal, 23 (1), 65-75.

Rajan, R., Servaes, H. and Zingales, L., 2000. The cost of diversity: The diversification discount
and inefficient investment. The Journal of Finance, 55 (1), 35-80.

151



Ramaswamy, K., 1997. The performance impact of strategic similarity in horizontal mergers:
evidence from the US banking industry. Academy of Management Journal, 40 (3), 697-715.

Ranft, A.L., and Lord, M.D., 2002. Acquiring new technologies and capabilities: A grounded
model of acquisition implementation. Organisation Science, 13 (4), 420-441.

Ravenscraft, D.J., and Scherer, F.M., 2011. Mergers, sell-offs, and economic efficiency. Brookings
Institution Press.

Reinartz, W., Haenlein, M. and Henseler, J., 2009. An empirical comparison of the efficacy of
covariance-based and variance-based SEM. International Journal of Research in Marketing, 26 (4),
332-344.

Rennack, R., 2006. Libya: Legislative Basis for U.S. Economic Sanctions. Congressional
Research Service-The Library of Congress, USA. .

Reus, T.H., and Lamont, B.T., 2009. The double-edged sword of cultural distance in international
acquisitions. Journal of International Business Studies, 40 (8), 1298-1316.

Risberg, A., 1999. Ambiguities thereafter-an interpretive approach to acquisitions. Lund
University.

Robins, J.A., and Wiersema, M.F., 2003. The measurement of corporate portfolio strategy:
Analysis of the content validity of related diversification indexes. Strategic Management Journal,
24 (1), 39-59.

Robson, C., 2002. Real world research. Blackwell publishers Oxford.

Robson, M.J., Katsikeas, C.S. and Bello, D.C., 2008. Drivers and performance outcomes of trust in
international strategic alliances: The role of Organisational complexity. Organisation Science, 19
(4), 647-665.

Roll, R., 1986. The hubris hypothesis of corporate takeovers. Journal of Business, 197-216.

Rostand, A., 1994. Optimizing managerial decisions during the acquisition integration process. In:
14th annual strategic management society international conference, Paris.

Rothaermel, F. T., Hitt, M. A. and Jobe, L. A., 2006. Balancing vertical integration and strategic

outsourcing: Effects on product portfolio, product success, and firm performance. Strategic
Management Journal, 27(11): 1033-1055.

Roth, M.S., 1995. The effects of culture and socioeconomics on the performance of global brand
image strategies. Journal of Marketing Research, 163-175.

Rottig, D., 2009. Research on international acquisition performance: a critical evaluation and new
directions. In: Academy of Management Proceedings, Academy of Management, pp. 1-6.

Rottig, D., Reus, T.H. and Tarba, S.Y., 2013. The impact of culture on mergers and acquisitions:
A third of a century of research. Advances in Mergers and Acquisitions, 12, 135-172.

Rowe, A.J., Mason, R.O., Dickel, K.E., Mann, R.B. and Mockler, R.J., 1994. Strategic
management: A methodological approach.

152



Rowlinson, M., 1995. Strategy, structure and culture: cadbury, divisionalization and merger in the
1960s. Journal of Management Studies, 32 (2), 121-140.

Ruckman, K., 2005. Technology sourcing through acquisitions: evidence from the US drug
industry. Journal of International Business Studies, 36 (1), 89-103.

Rugman, A.M., 1986. New theories of the multinational enterprise: an assessment of
internalization theory. Bulletin of Economic Research, 38 (2), 101-118.

Ryan, B., Scapens, R.W. and Theobald, M., 2002. Research method and methodology in finance
and accounting.

Sales, A.L., and Mirvis, P.H., 1984. When cultures collide: Issues in acquisition. Managing
Organisational Transitions, 107, 133.

Salter, M.S., and Weinhold, W.A., 1979. Diversification through acquisition: Strategies for
creating economic value. Free Pr.

Sarala, R.M., 2010. The impact of cultural differences and acculturation factors on post-acquisition
conflict. Scandinavian Journal of Management, 26 (1), 38-56.

Sarala, R.M., and Vaara, E., 2010. Cultural differences, convergence, and crossvergence as
explanations of knowledge transfer in international acquisitions. Journal of International Business
Studies, 41 (8), 1365-1390.

Sathe, V., 1985. Culture and related corporate realities: text, cases, and readings on
Organisational entry, establishment, and change. Richard d Irwin.

Saunders, M.N., Saunders, M., Lewis, P. and Thornhill, A., 2011. Research methods for business
students, 5/e. Pearson Education India.

Saxton, T., and Dollinger, M., 2004. Target reputation and appropriability: Picking and deploying
resources in acquisitions. Journal of Management, 30 (1), 123-147.

Schein, E.H., 2010. Organisational culture and leadership. John Wiley & Sons.
Schein, E.H., 2006. Organisational culture and leadership. John Wiley & Sons.

Scherer, F.M., and Ross, D., 1990. Industrial market structure and economic performance.
University of Illinois at Urbana-Champaign's Academy for Entrepreneurial Leadership Historical
Research Reference in Entrepreneurship.

Schlaepfer, R.C., and Baldinger, G., 2008. How can leadership make a difference— an integration
survey? Zurich: PricewaterhouseCoopers AG.

Schoenberg, R., 2006. Measuring the Performance of Corporate Acquisitions: An Empirical
Comparison of Alternative Metrics. British Journal of Management, 17 (4), 361-370.

Schoenberg, R., 2004. Dimensions of management style compatibility and cross-border acquisition
outcome. Advances in Mergers and Acquisitions, 3, 149-175.

Schoenberg, R., 2000. The influence of cultural compatibility within cross-border acquisitions: A
review. In: The influence of cultural compatibility within cross-border acquisitions: A review.
Advances in mergers and acquisitions. Emerald Group Publishing Limited, 2000, pp. 43-59.

153



Schwab, D.P., 1999. Research methods for Organisational studies. . Hillsdale, NJ: Erlbaum.

Schweiger, D.M., Csiszar, E.N. and Napier, N., 1993. Implementing international mergers. Human
Resource Planning, 16 (1), 53-70.

Schweiger, D.M., and Denisi, A.S., 1991. Communication with employees following a merger: A
longitudinal field experiment. Academy of Management Journal, 34 (1), 110-135.

Schweiger, D.M., and Goulet, P.K., 2005. Facilitating acquisition integration through deep-level
cultural learning interventions: A longitudinal field experiment. Organisation Studies, 26 (10),
1477-1499.

Schweiger, D.M., and Goulet, P.K., 2000. Integrating mergers and acquisitions: An international
research review. Advances in Mergers and Acquisitions, 1, 61-91.

Schweiger, D.M., and Weber, Y., 1989. Strategies for managing human resources during mergers
and acquisitions: An empirical investigation. In: Strategies for managing human resources during
mergers and acquisitions: An empirical investigation. Human Resource Planning. Springer, 1989,
pp. 101-118.

Schweizer, L., 2005. Organisational integration of acquired biotechnology companies into
pharmaceutical companies: The need for a hybrid approach. Academy of Management Journal, 48
(6), 1051-1074.

Sekaran, U., Research Methods for Business: A Skill Building Approach. 2003. John Willey and
Sons, New Yor.

Seo, M., and Hill, N.S., 2005. Understanding the human side of merger and acquisition an
integrative framework. The Journal of Applied Behavioural Science, 41 (4), 422-443.

Seth, A., 1990a. Sources of value creation in acquisitions: an empirical investigation. Strategic
Management Journal, 11 (6), 431-446.

Seth, A., 1990b. Value creation in acquisitions: A re-examination of performance issues. Strategic
Management Journal, 11 (2), 99-115.

Seth, A., Song, K.P. and Pettit, R.R., 2002. Value creation and destruction in cross-border
acquisitions: an empirical analysis of foreign acquisitions of US firms. Strategic Management
Journal, 23 (10), 921-940.

Seth, A., Song, K.P. and Pettit, R., 2000. Synergy, managerialism or hubris? An empirical
examination of motives for foreign acquisitions of US firms. Journal of International Business
Studies, 31 (3), 387-405.

Shaglapo, R., 2006. The Importance offForeign Investment in Libya. Paper presented at the
National Conference about foreigner investments in Libya, Tripoli-Libya.

Sharma, D.S., and Ho, J., 2002. The impact of acquisitions on operating performance: Some
Australian evidence. Journal of Business Finance & Accounting, 29 (1-2), 155-200.

Shelton, L.M., 1988. Strategic business fits and corporate acquisition: Empirical evidence.
Strategic Management Journal, 9 (3), 279-287.

154



Shenkar, O., 2001. Cultural distance revisited: Towards a more rigorous conceptualization and
measurement of cultural differences. Journal of International Business Studies, , 519-535.

Sherman, A.J., 2010. Mergers and Acquisitions from A to Z. AMACOM Div American Mgmt
Assn.

Sheth, J.N., Mittal, B. and Laroche, M., 2004. Customer behavior: A managerial perspective.
Thomson/South-Western Mason, OH.

Shimizu, K., and Hitt, M.A., 2005. What constrains or facilitates divestitures of formerly acquired
firms? The effects of Organisational inertia. Journal of Management, 31 (1), 50-72.

Shrivastava, P., 1986. Postmerger integration. Journal of Business Strategy, 7 (1), 65-76.

Singh, H., and Montgomery, C.A., 1987. Corporate acquisition strategies and economic
performance. Strategic Management Journal, 8 (4), 377-386.

Sirower, M.L., 1997. The synergy trap: How companies lose the acquisition game. Simon and
Schuster.

Sitkin, S.B., and Pablo, A., 2005. The neglected importance of leadership in mergers and
acquisitions. Mergers and Acquisitions: Managing Culture and Human Resources, 208-223.

Sivakumar, K., and Nakata, C., 2001. The stampede toward Hofstede's framework: Avoiding the
sample design pit in cross-cultural research. Journal of International Business Studies, 555-574.

Slangen, A.H., 2006. National cultural distance and initial foreign acquisition performance: The
moderating effect of integration. Journal of World Business, 41 (2), 161-170.

Slangen, A.H., and Hennart, J., 2008. Do multinationals really prefer to enter culturally distant
countries through greenfields rather than through acquisitions? The role of parent experience and
subsidiary autonomy. Journal of International Business Studies, 39 (3), 472-490.

Smircich, L., 1983. Concepts of culture and Organisational analysis. Administrative Science
Quarterly, 339-358.

Sobhani, F., Amran, A. and Zainuddin, Y., 2009. Revisiting the Practices of Corporate Social and
Environmental Disclosure in Bangladesh, Corporate Social Responsibility and Environmental
Management 16 (3), 167-183.

Sosik, J.J., Kahai, S.S. and Piovoso, M.J., 2009. Silver bullet or voodoo statistics? A primer for
using the partial least squares data analytic technique in group and Organisation research. Group &
Organisation Management, 34 (1), 5-36.

Srilata, Z., Schomaker, M. and Genc, M., 2003. Identity Versus Culture in Merger of Equals,
European Management Journal, 21(2), 185-191.

Stahl, G.K., Chua, C.H. and Pablo, A.L., 2006. Antecedents of target firm members’ trust in the
acquiring firm’s management: A decision-making simulation. Advances in Mergers and
Acquisitions, 5, 69-89.

Stahl, G.K., and Voigt, A., 2008. Do cultural differences matter in mergers and acquisitions? A
tentative model and examination. Organisation Science, 19 (1), 160-176.

155



Stahl, G.K., and Voigt, A., 2005. Impact of cultural differences on merger and acquisition
performance: A critical research review and an integrative model. Advances in Mergers and
Acquisitions, 4, 51-82.

Steenkamp, J.E., 2001. The role of national culture in international marketing research.
International Marketing Review, 18 (1), 30-44.

Stimpert, J.L., and Duhaime, .M., 1997. In the eyes of the beholder: Conceptualizations of
relatedness held by the managers of large diversified firms. Strategic Management Journal, 18 (2),
111-125.

Stonham, P., 1996. Managing mergers, acquisitions and strategic alliances: Integrating people and
cultures: by SUE CARTWRIGHY and CARY L. COOPER, Butterworth Heinemann, 1995, 250
pp., ISBN 0-7506-2341-1, Paperback, £ 16.99. European Management Journal, 14 (5), 528.

Sudarsanam, P.S., and Sudarsanam, P.S., 1995. The essence of mergers and acquisitions. Prentice
Hall Hemel Hempstead.

Sudarsanam, S., Holl, P. and Salami, A., 1996. Shareholder wealth gains in mergers: effect of
synergy and ownership structure. Journal of Business Finance & Accounting, 23 (5-6), 673-698.

Sudarsanam, S., and Mahate, A.A., 2006. Are Friendly Acquisitions Too Bad for Shareholders and
Managers? Long-Term Value Creation and Top Management Turnover in Hostile and Friendly
Acquirers. British Journal of Management, 17 (S1), S7-S30.

Sudarsanam, S., and Mahate, A.A., 2003. Glamour acquirers, method of payment and post-
acquisition performance: the UK evidence. Journal of Business Finance & Accounting, 30 (1-2),
299-342.

Swaminathan, V., Murshed, F. and Hulland, J., 2008. Value creation following merger and
acquisition announcements: the role of strategic emphasis alignment. Journal of Marketing
Research, 45 (1), 33-47.

Syndicate of Banking, I. A. C., 1990. Twenty Years on the Path of Nationalization. Tripoli:
Intergraf S.P.A. Roma.

Tanriverdi, H., and Venkatraman, N., 2005. Knowledge relatedness and the performance of
multibusiness firms. Strategic Management Journal, 26 (2), 97-119.

Tarba, S.Y., Almor, T. and Benyamini, H., 2012. A comparative anatomy of two cross-border
acquisitions by Teva Pharmaceutical Industries. Advances in Mergers and Acquisitions, 10, 75-102.

Teddlie, C., and Tashakkori, A., 2009. Foundations of mixed methods research: Integrating
quantitative and qualitative approaches in the social and behavioural sciences. Sage Publications
Inc.

Teerikangas, S., 2007. A comparative overview of the impact of cultural diversity on
interorganisational encounters. Advances in Mergers and Acquisitions, 6, 37-75.

Teerikangas, S., and Very, P., 2006. The culture—performance relationship in M&A: From yes/no
to how. British Journal of Management, 17 (S1), S31-S48.

Thanos, I.C., and Papadakis, V.M., 2012. The use of accounting-based measures for measuring
M&A performance: a review of five decades of research. Advances in Mergers and Acquisitions,
10, 103-120.

156



The Economist (1999) Business: Faites vos jeux, Issue - 353 (8148), p 63.

Theodosiou, M., and Katsikeas, C.S., 2001. Factors influencing the degree of international pricing
strategy standardization of multinational corporations. Journal of International Marketing, 9 (3),
1-18.

Tihanyi, L., Griffith, D.A. and Russell, C.J., 2005. The effect of cultural distance on entry mode
choice, international diversification, and MNE performance: A meta-analysis. Journal of
International Business Studies, 36 (3), 270-283.

Trautwein, F., 1990. Merger Motives and Merger Prescriptions. Strategic Management Journal,
11 (4), 283-295.

Triandis, H.C., 2001. Individualism-collectivism and personality. Journal of Personality, 69 (6),
907-924.

Triandis, H.C., 1972. The analysis of subjective culture. .
Trice, H.M., and Beyer, J.M., 1993. The cultures of work Organisations. Prentice-Hall, Inc.

Trochim, W.M.K., 2008. Research methods knowledge base. 3rd ed. Mason, Ohio: Mason, Ohio:
Atomic Dog/Cengage Learning.

Trompenaars, F., 1996. Resolving international conflict: Culture and business strategy. Business
Strategy Review, 7 (3), 51-68.

Trompenaars, F., and Hampden-Turner, C., 1998. Riding the waves of culture. McGraw-Hill New
York.

Tschoegl, A.E., 2004. Financial Integration, Dis-integration and Emerging Re-integration in the
Eastern Mediterranean, c. 1850 to the Present. Financial Markets, Institutions & Instruments, 13
(5), 245-285.

Tylor, E.B., 1871. Primitive culture: researches into the development of mythology, philosophy,
religion, art, and custom. Murray.

Uhlenbruck, K., 2004. Developing acquired foreign subsidiaries: The experience of MNEs in
transition economies. Journal of International Business Studies, 35 (2), 109-123.

Vaara, E., 2010. Cultural differences and post-merger problems: Misconceptions and cognitive
simplifications.

Vaara, E., 2002. On the discursive construction of success/failure in narratives of post-merger
integration. Organisation Studies, 23 (2), 211-248.

Vaara, E., 2000. Constructions of cultural differences in post-merger change processes: A
sensemaking perspective on Finnish-Swedish cases. Management, 3 (3), 81-110.

Vaara, E., Sarala, R., Stahl, G.K. and Bjdrkman, I., 2012. The impact of Organisational and
national cultural differences on social conflict and knowledge transfer in international acquisitions.
Journal of Management Studies, 49 (1), 1-27.

Vaara, E., Tienari, J. and Séntti, R., 2003. The international match: Metaphors as vehicles of social
identity-building in cross-border mergers. Human Relations, 56 (4), 419-451.

157



Van der Stede, Wim A, Young, S.M. and Chen, C.X., 2005. Assessing the quality of evidence in
empirical management accounting research: The case of survey studies. Accounting,
Organisations and Society, 30 (7), 655-684.

Vasilaki, A., 2011. Culture distance and cross-border acquisition performance: the moderating
effect of transformational leadership. European Journal of International Management, 5 (4), 394-
412.

Veiga, J., Lubatkin, M., Calori, R. and Very, P., 2000. Measuring Organisational culture clashes:
A two- nation post- hoc analysis of a cultural compatibility index. Human Relations; Hum.Relat.
53 (4), 539-557.

Venkatraman, N., and Ramanujam, V., 1986. Measurement of business performance in strategy
research: A comparison of approaches. Academy of Management Review, 11 (4), 801-814.

Vermeulen, F., and Barkema, H., 2001. Learning through acquisitions. Academy of Management
Journal, 44 (3), 457-476.

Very, P., Calori, R. and Lubatkin, M., 1993. An investigation of national and Organisational
cultural influences in recent European mergers. Advances in Strategic Management, 9, 323-346.

Very, P., Lubatkin, M., Calori, R. and Veiga, J., 1997. Relative standing and the performance of
recently acquired European firms. Strategic Management Journal, 18 (8), 593-614.

Very, P., and Schweiger, D.M., 2001. The acquisition process as a learning process: Evidence
from a study of critical problems and solutions in domestic and cross-border deals. Journal of
World Business, 36 (1), 11-31.

Vester, J., 2002. Lessons learned about integrating acquisitions. Research-Technology
Management, 45 (3), 33-41.

Vrontis, D., Shoham, A., Weber, Y. and Yedidia Tarba, S., 2012. Mergers and acquisitions process:
The use of corporate culture analysis. Cross Cultural Management: An International Journal, 19
(3), 288-303.

Wallace, R.O., and Mellor, C., 1988. Nonresponse bias in mail accounting surveys: a pedagogical
note. The British Accounting Review, 20 (2), 131-139.

Walsh, J.P., 1989. Doing a deal: mergers and acquisition negotiations and their impact upon target
company top management turnover. Strategic Management Journal. 10:307-322.

Walter, G.A., and Barney, J.B., 1990. Research notes and communications management objectives
in mergers and acquisitions. Strategic Management Journal, 11 (1), 79-86.

Wang, D., and Moini, H., 2012. Motives for Cross-border Mergers and Acquisitions: Some
Evidence from Danish Firms.

Wang, L., and Zajac, E.J., 2007. Alliance or acquisition? A dyadic perspective on interfirm
resource combinations. Strategic Management Journal, 28 (13), 1291-1317.

Weber, R.A., and Camerer, C.F., 2003. Cultural conflict and merger failure: An experimental
approach. Management Science, 49 (4), 400-415.

158



Weber, R., 2004. The rhetoric of positivism versus interpretivism: a personal view. Mis Quarterly,
28 (1), iii-xii.

Weber, Y., 1996. Corporate cultural fit and performance in mergers and acquisitions. Human
Relations, 49 (9), 1181-1202.

Weber, Y., 2003. Mergers and acquisitions management. Peles: Rishon Lezion.

Weber, Y., and Drori, 1., 2011. Integrating Organisational and human behaviour perspectives on
mergers and acquisitions: looking inside the black box. International Studies of Management &
Organisation, 41 (3), 76-95.

Weber, Y., and Fried, Y., 2011. Guest editors' note: The dynamic of employees' reactions during
post-merger integration process. Human Resource Management, 50 (6), 777-781.

Weber, Y., Ganzach, Y. and Ben-Yemini, H., 1995. Integrating and preserving a different culture
after acquisition. International Journal of Conflict Management, 6 (2), 192-210.

Weber, Y., and Menipaz, E., 2003. Measuring cultural fit in mergers and acquisitions.
International Journal of Business Performance Management, 5 (1), 54-72.

Weber, Y., and Pliskin, N., 1996. The effects of information systems integration and
Organisational culture on a firm's effectiveness. Information & Management, 30 (2), 81-90.

Weber, Y., and Schweiger, D.M., 1992. Top management culture conflict in mergers and
acquisitions: A lesson from anthropology. International Journal of Conflict Management, 3 (4),
285-302.

Weber, Y., Shenkar, O. and Raveh, A., 1996. National and corporate cultural fit in
mergers/acquisitions: An exploratory study. Management Science, 42 (8), 1215-1227.

Weber, Y., Tarba, S.Y. and Reichel, A., 2011. A model of the influence of culture on integration
approaches and international mergers and acquisitions performance. International Studies of
Management & Organisation, 41 (3), 9-24.

Weber, Y., and Tarba, S.Y., 2010. Human resource practices and performance of mergers and
acquisitions in Israel. Human Resource Management Review, 20 (3), 203-211.

Weber, Y., Tarba, S.Y. and Bachar, Z.R., 2011. Mergers and acquisitions performance paradox:
the mediating role of integration approach. European Journal of International Management, 5 (4),
373-393.

Weber, Y., Tarba, S. Y., and Oberg, C., 2014. A comprehensive guide to mergers and acquisitions:
Managing the critical success factors across every stage of the M&A Process. New York — London:
Pearson& Financial Times Press.

Weber, Y., Tarba, S.Y. and Reichel, A., 2009. International mergers and acquisitions performance
revisited—the role of cultural distance and post. Advances in Mergers and Acquisitions, (8), 1-17.

Weber, Y., Tarba, S.Y. and Rozen Bachar, Z., 2012. The effects of culture clash on international
mergers in the high tech industry. World Review of Entrepreneurship, Management and
Sustainable Development, 8 (1), 103-118.

159



Weitzel, U., and Berns, S., 2006. Cross-border takeovers, corruption, and related aspects of
governance. Journal of International Business Studies, 37 (6), 786-806.

Weston, J.F., and Mansinghka, S.K., 1971. Tests of the efficiency performance of conglomerate
firms. The Journal of Finance, 26 (4), 919-936.

Wheelock, D.C., and Wilson, P.W., 2000. Why do banks disappear? The determinants of US bank
failures and acquisitions. Review of Economics and Statistics, 82 (1), 127-138.

Williamson, O.E., 1975. Markets and hierarchies. New York, 26-30.

Wilson, B.D., 1980. The propensity of multinational companies to expand through acquisitions.
Journal of International Business Studies, 59-65.

Woods, A., 2011. After the Death of Gaddafi: Revolution and Counterrevolution in Libya.
Auvailable at :< URL: http://www.marxist.com/gaddafi-dead-revolutionand- counter-revolution-in-
libya. htm >Access Date: 28th September, 2012.

Wong, K.K., 2013. Partial least squares structural equation modeling (PLS-SEM) techniques using
Smart PLS. Marketing Bulletin, 24 (1), 1-32.

Wright, J., 1981. Libya: A Modern History. Great Britain: Biddles Ltd, Guildford and King’s
Lynn.

Wright, P., Kroll, M. and Elenkov, D., 2002. Acquisition returns, increase in firm size, and chief
executive officer compensation: The moderating role of monitoring. Academy of Management
Journal, 45 (3), 599-608.

Youssef, S., 2006. Total quality management framework for Libyan process and manufacturing
industries.

Zagoub, A.A., 2011. Corporate Governance in Libyan Commercial Banks, PhD University of
Dundee.

Zaheer, A., Castafier, X. and Souder, D., 2013. Synergy sources, target autonomy, and integration
in acquisitions. Journal of Management, 39 (3), 604-632.

Zaheer, S., Schomaker, M. and Genc, M., 2003. Identity versus culture in mergers of equals.
European Management Journal, 21 (2), 185-191.

Zikmund, W., 2003. Business Research Method" Cincinnati, Ohio: Thomson/South Western.

Zollo, M., and Meier, D., 2008. What is M&A performance? The Academy of Management
Perspectives, 22 (3), 55-77.

Zollo, M., and Singh, H., 2004. Deliberate learning in corporate acquisitions: post-acquisition
strategies and integration capability in US bank mergers. Strategic Management Journal, 25 (13),
1233-1256.

160


http://www.marxist.com/gaddafi-dead-revolutionand-

APPENDIX 1
COVER LETTER
Date: 06.03.2012
Dear Sir/Madam,

On behalf of my supervisory team. Dr. Mohammad Faisal. Dr Jing Wang and
myself. | am writing to ask for your assistance in completing the questionnaire as
a requisite for obtaining a PhD degree in Accountancy at Nottingham Trent
University NTU. UK .The attached questionnaire is part of my research project,
entitled: The effect of pre- and post-merger factors on the performance of mergers
in Libyan banks.

Since your bank has been involved in merger strategies, it has been selected to be
one of many research samples to gain some information related to the mergers and
their impact on the company and the way they are managed.

We would greatly appreciate your participation in this research. Please find
enclosed a questionnaire that we would like you to complete. In appreciation of
your participation, we will send you a summary of the research findings when the
study is completed. We hope that our findings will be valuable to you and your
firm.

I would like to insure you that all of your answers will be treated with complete
confidentiality, and will be used only for the academic purposes.

Completing the questionnaire will take only a small amount of your time and you
will make a valuable contribution to our research study. We would be pleased to
answer any questions you might have regarding this study. Please call Hasen
Ahmed Salama on 07728216636 or email at: N0310986@ntu.ac.uk

We look forward to receiving your completed questionnaire. Thank you in
advance for your assistance.

Yours sincerely

A

wrham —— il R —————

Dr.Mohammad Faisal Ahammad Hasen Ahmed Salama
Senior lecturer Doctoral Candidate

Nottingham Business School Business School

Nottingham Trent University Nottingham Trent University
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APPENDIX 2
QUESTIONNAIRE
A. Background information

1- Name of the bank before the merger

2- Name of the bank after the merger-------------------

3- The date of the merger

4-Position of the Respondent at the time of merger:

1. Managing director or CEO. () 4.Middle management. ()
2.V.P () 5. Non-management ( )
3. Head of SBU. () 6.other

5- How long you have been in this bank?

Less than 5 years () 16-20 years ( )

5-10years () 21-25 years ()

11 -15years () More than 25 years ( )
6- Previous M&A Experience: M&A deals

7- What is the approximate total number of employees in your bank before and after the merger?
A. Before merger ............ employees

B. after merger ................ employees

8- Does the bank have a partnership with the government or foreign bank?
()Yes () No
If the answer is (Yes), Please specify:

A. Government share:

() Less than 10% () 10-20% () 21-35% () 36-50%
() 51-75% () 100% government
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B. Motives for merger

How important were the following strategic motives for the merger?

Please circle your answer.

Not importance Very important
a. To enable faster entry to market 1 2 3 4 5
b. To increase market power 1 2 3 4 5
c. To gain efficiency through synergies 1 2 3 4 5
d. To enable a fast way to increase the bank size 1 2 3 4 5
e. To acquire new growth business 1 2 3 4 5
f. To acquire Organisational know-how 1 2 3 4 5
g. To acquire technological capabilities 1 2 3 4 5
h. To reduce fixed cost (administration cost, IT, etc.) 1 2 3 4 5
i. To acquire skilled personnel 1 2 3 4 5
j. To reduce of competition 1 2 3 4 5
k. To replace inefficient management 1 2 3 4 5
I. To Turn around failing merged firm 1 2 3 4 5
m. Responding to competitors move 1 2 3 4 5
n. To reduce risk of the business 1 2 3 4 5
0. To be able to compete with foreign banks 1 2 3 4 5
p. To increase the services capacity 1 2 3 4 5
g. To respond to pressures from stakeholders 1 2 3 4 5
r. To acquire complementary resources 1 2 3 4 5
s. To overcome financial difficulties 1 2 3 4 5
t. Other (Please specify).........cooevvvviniiiinnnn 1 2 3 4 5
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C- Perceptions of cultural differences

The following items relate to the BELIEFS AND ASSUMPTIONS that top management had prior
to the merger about the IMPORTANCE of some business practices and procedures, and how
things should be done for the success of a business. Please, indicate your perceptions about the
extent to which the following items were DIFFERENT for the top management group of your
company VERSUS the top management group of the merging/merged firm. Please, circle for each
item the most appropriate answer: a score of "1" means that the two top management groups are
very similar, while a score of “5" means that they are very different.

Items

Very
Similar

Similar

Neutral

Different

Very
Different

1. Managers should share information and communicate with
other subunits of the company

2.Managers should quickly respond to changes in the business
environment

3. In the long run managers can get ahead fastest by playing it safe,
sure, and slow

4. Compensation for managers should be competitive with similar
companies

5. Measures used to judge managerial performance should be clear
6. Top management should provide support and warmth to those
managers below them

7. High autonomy in decision making should be given to managers
8. Managers should recognize and seize good opportunities as
they arise

9. Managers should take chances on good ideas

10. Rewards and recognition should be based on a manager's
performance

11. There should be continuous pressure to improve personal and
group performance

12. Formal authority for decision making should be made clear to
all employees

13. Managers should maintain and/or develop interrelationships
with managers

14. Managers should be encouraged to be innovative, take
independent actions and reasonable risks

15. Managers should be encouraged to air conflicts and
constructive criticism openly

16. Formal rules and procedures should be followed in making
decisions and carrying

17. Managers should be innovative rather than conservative in
decision making

18. Managerial promotions should be highly associated with
excellence in performing the job

19. Managers should be free to make independent decisions

20. Calculated risks should be taken at the right time

21. Decision-making should be timely

22. Goals should be venturesome

23. Various subunit managers should make efforts to understand
each other's problems and difficulties

24. Managers should be held personally accountable for the end
results they produce

25. To be effective, decision makers should be very cautious

26. Responsibility for decisions should be clearly communicated
to all managers

27. Managers should create and maintain effective
communication and cooperation with peers

28. Managers should be encouraged to expose conflicts and to
seek ways to resolve them

29. Promotion of managers should be based on competence as
reflected by their performance
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D - Degree of similarities and complementarities (degree of synergy potential)

Please, estimate the similarity/complementarity between the merging companies in each function
by giving the most appropriate answer: a score of "1" means very low, while a score of “5" means

very high similarity/complementarity.

Items

Very low

low

Neutral

High

Very
high

1. Marketing similarity between the joining companies based
primarily on their geographic markets, customer groups, and
main industries

2. Services similarity between the joining companies based
primarily on their input, process, and service types

3. R&D similarity between the joining companies based
primarily on their type of innovation (service versus process
innovation)

4. Logistics similarity between the joining companies

5. Information technologies similarity between the joining
banks

6. Finance and accounting similarity between the joining
banks

7. Control and evaluation systems similarity between the
joining banks

8. Distribution channels similarity between the joining banks
9. Human resources similarity between the joining banks

10. Purchasing similarity between the joining banks

11. General managerial capabilities (strategy formulation and
implementation, leadership) similarity between the joining banks
12. Marketing complementarity between the joining companies in
terms of the extent to which their different marketing capabilities fit
each other and can thereby be transferred between different markets
and services of the two firms

13. Services complementarity between the joining companies in terms
of the extent to which their different services capabilities fit each other
and can thereby be transferred between them, such as vertical
economies between firms with long — linked technologies

14. R&D complementarity between the joining companies
based primarily on their type of innovation (service versus
process innovation)

15. Logistics complementarity between the joining companies
16. Information technologies complementarity between the
joining banks

17. Finance and accounting complementarity between the
joining banks

18. Control and evaluation systems complementarity between
the joining banks
19 Distribution channels complementarity between the joining banks

20. Human resources complementarity between the joining banks
21. Purchasing complementarity between the joining banks

22. General managerial capabilities (strategy formulation and
implementation, leadership) complementarity between the
joining banks
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E —Post merger integration approach:

Please identify the post-merger integration approach implemented in your M&A from three
integration approaches provided below:

Approach — A

* Cost savings and enhanced market position as key motives.

* Merging firms’ practices/procedures being used in target firm.
» Plans for restructuring and downsizing mentioned.

¢ References made only to the merging ﬁrm’s name.

» Use of the words “assimilate” or “absorb’
Limited retention of executive Ieaders of the target firm.
App roach — B

* Expand product offerings or geographic markets as key motives.
* Use of the phrases “best of both” or “best practices”.
* No plans to integrate or a delay in integrating of many functional areas.
« References to both original firms’ names.
Some retention of top managers of the target firm.
App roach-C
 Revenue growth and market position as key motives.
» No plans to integrate key functional (business) areas.
« Neither firm changed significantly.
» Retention of majority of merged company’s top managers and/or brand name of the target bank.

F - Perceptions of top managers of the merging /merged firm on actually
implemented post-merger approach degree

The following items relate to the perceptions that top management of the merging /merged firm
had after the merger was consummated.

Please indicate your perceptions about the extent to which the goals and decisions (both strategic
and operational) were imposed by the merging company on the merged firm. Please, circle for
each item the most appropriate answer: when the scale ranges from full autonomy (1), to
consensus with acquired management (3), and (5) to full imposition, if not applicable please circle
N/A.

Full Autonomy for Full Imposition for merged bank merged bank

Full

Items N/A autonomy | Neutral | imposition

autonomy

full
imposition

1. Determination of goals of profitability

2. Determination of goals of service

3. Expanding into new marketing territories with
existing products

4. Introducing new products

5. Determination of goals of physical resources

6. Determination of goals of managerial resources

7. Determination and changing budget plans

8. Financing major investments

9. Changing selling and market techniques

10. Purchasing important raw materials

11. Production schedules and plans

12. Determining rewards and compensation levels
for high — level managers

13. Determining research and development budget

14. Changing product design

15. Changing product prices

16. Hiring, promoting, and firing high — level managers
17. Changing information technology systems
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G- Speed of applied post-acquisition integration:

Please, identify the speed of integration (in months) and circle for each item the most appropriate

answer.

1. What was the planned merger speed of integration?

Months.

2. What was the actual merger speed of integration (from the announcement day to the time that

most of the integration process finished? Months.

3. In retrospect, do you think that the speed of integration should be

a. We should proceed faster.
b. We should proceed slower.

c. The integration speed was optimal.

4. How long did it take to complete the intended integration of the following aspects?

5-point rating scale: 1 = more than 24 months, 2 = 19-24 months, 3 = 13-18 months,

4 = 6-12 months, 5 = less than 6 months.

More than

Items 24 months

19-24
months

13-18
months

6-12
months

Less than 6
months

1.Marketing

2.R&D

3. H.R (Hiring, promoting, firing etc.)
4. service and operational systems

5. Accounting/finance

6. Purchasing

7. Information technology systems

8. Customer service
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H -- Effectiveness of applied post-acquisition integration:

Listed below are areas in which linkages between two firms may be established.
Please, indicate on the following scale, how effective the linkages are to the
success of the merger.

Please, circle for each item the most appropriate answer: a score of "1" means that
the linking is not effective, a score "3" means that a linking is moderately
effective, while a score of “5" means that a linking is highly effective, if not
applicable please circle N/A.

Not Slightly Moderately . Highly
Items N/A effective effective effective effective effective
1. Operating facilities
2. Purchasing
3. Research and development
4. Accounting & finance
5. Legal department
6. Government relations
7. Human resources
8. Distribution channels
9. Customer service
10 . Promotion and advertising
11. Strategic planning
12. Information systems
I - M&A Deal Success Estimation:
The following items relate to the merger Success estimation. Please, indicate your
perceptions about the merger performance.
Please, circle for each item the most appropriate answer: a score of "5" means that
the success is very high, while a score of “1" means that the success is very low.
Please give to the first 5 item weight factor from 0 to 100% according to your
opinion about the importance of the factor on the overall M&A success.
PLEASE NOTE THAT THE SUM OF ALL WEIGHTS SHOULD BE 100%.
Items Weight Very Low Medium High Very
factor Low High
(%)

1. What was the influence of the merger on the
improving of the ROI?

2. What was the influence of the merger on the
improving of the service quality?

3. What was the influence of the merger on the
improving of the customer satisfaction?

4. What was the influence of the merger on the
improving of the cash flow?

5. What was the influence of the merger on the
improving of the sales growth?

6. What was the influence of the merger on the
total acquirer performance?
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OTHER COMMENTS

If you have any other comments you wish to make about The effect of pre- and post
merger factors on the performance of mergers in Libyan banks, or wish to explore
any guestion in more detail, please do so below.

SURVEY FEEDBACK

We will be pleased to send you a summary of the results from this survey. If you
would like to receive a summary please provide your details below.

Here, I would like to express my appreciation and
gratefulness for your cooperation and the valuable
time and effort you spent in filling out the questionnaire.

Hasen Salama
PhD student, Business school
Nottingham Trent University
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NOTTINGHAM®
TRENT UNIVERSITY

APPENDIX 3

Please read and confirm your consent to being interviewed for this project by
initialling the appropriate box (es) and write your job title and dating this form.
Please note that the expected duration of this interview is about 30 minutes.

1. I confirm that the purpose of the project has been explained to me that |
have been given information about it in writing, and that | have had the
opportunity to ask questions about the research ( )

2. | understand that my participation is voluntary, and that | am free to
withdraw at any time during interview without giving any reason and
without any implications for my legal rights ( )

3. | confirm that during 10 weeks, | have the right to review comment on
and/ or withdraw information prior to the project submission through send

an email or call the researcher ( )
4. | agree to take part in this project ( )
The Job title of interviewee The bank’s name Date
Name of researcher taking consent Date Signature
PROJECT:

The PhD research under the title of: The effect of pre- and post-merger factors on
the performance of mergers in Libyan banks. By: Hasen Ahmed Salama, PhD
student at Nottingham Business School, NTU Mob. Libya: +218912146912. UK.
+447728216636 Email address: N0310986@ntu.ac.uk
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NOTTINGHAM®
TEENT UNIVERSITY

APPENDIX 4

A questionnaire of the PhD research under the title of the effect of pre-and post —
merger factors on the performance of merger in Libyan government banks. This
research project is related to the cultural issues in the success or failure of merger
and acquisition strategies. Since your bank has been involved in merger strategies,
it has been selected to be one of many research samples to gain some information
related to the mergers and their impact on the bank and the way they are managed.

| ask for your help by answering the enclosed questionnaire. | depend on your

answers!

Please write down the serial number of the question completion and mention this
serial number. This will enable you to withdraw the data provided if, for any

reason, you wish to do so at a later point in time.

The survey is easy and it will only take you about 15 minutes to complete. The

questionnaire is confidential and data will be treated on the mass level only.

I inform you that your participation is voluntary, and you are free to reject or
withdraw at any time during completion questionnaire, without giving any reasons.
Furthermore, you have the right to review comment on and/ or withdraw
information until 10 weeks prior to the project submission through send an email
or call the researcher. In the case of withdrawing, your collected date will not be

used.
Many thanks in advance for your contribution!

By: Hasen Ahmed Salama, PhD student at Nottingham Business School, NTU
Mob. Libya: +218912146912. UK. +447728216636
Email address:N0310986@ntu.ac.uk
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APPENDIX 5
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