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Abstract

Research on the role of organizational cultural alignment in mergers and acquisitions
(M&A) has yielded conflicting theoretical arguments and mixed empirical findings
regarding its impact on post-merger performance. While previous work has primarily
focused on firm-level variables from the perspective of acquiring firms, this study
examines the influence of organizational cultural alignment on the performance of target
firms during M&A processes. It is argued that, alongside the stream of research claiming
the fundamental involvement of Human Resources in integration strategies,
organizational culture represents a pivotal factor for companies to manage as key
antecedents to successful HR integration practices in M&As. Drawing on the GLOBE
cultural framework, it is theorized that organizational cultural alignment (shared values,
beliefs, and practices) between the merging firms influences post-merger performance of
target companies. Using a dataset of 123 M&A deals over the past decade, the employed
quantitative analysis supports the hypothesis that organizational cultural alignment
significantly contributes to better market performance and asset profitability, while its
impact on equity profitability remains inconclusive. Our findings underscore the
importance of considering cultural factors in M&A strategies and provide new insights

into the critical role of human capital in the success of these transactions.

Keywords: Mergers, Acquisitions, M&A, Organizational Culture, Organizational
Cultural Differences, HR integration, Human Resources Management, Due diligence,

M&A Integration, Organizational Performance, Post-merger Performance

Introduction

In recent decades, there has been an unprecedented amount of global investment in
mergers and acquisitions, or simply "acquisitions", as critical initiatives to reshape and
strengthen organizational environments (Barkema & Schijven, 2008a). These strategic
moves aim to achieve a variety of goals, from increasing market presence and optimizing
efficiencies to boosting reputation and guaranteeing long-term sustainability (Shi et al.,

2012). Such motives sustained the huge volumes of deals that, despite declining from the



high peak of 2021, still accounted for the huge number of 55,000 new agreements in
2023 (Henry & Van Oostende, 2024). Nevertheless, mergers and acquisitions register
failure rates between 70% and 90%, hence, a deeper understanding of the underlying
dynamics is crucial to better leverage the $2 trillions invested on such strategies every

year globally (Christensen et al., 2011).

Although the current lack of a cohesive and integrated perspective on failure factors,
complexities concerning organizational cultural interactions seem to be recurring causes
of M&As unable to meet expectations. While some studies claim that organizational
cultural differences might represent the impulse for value creation and synergies, others
underline that people in merging firms frequently have a propensity to mistrust and fail
to comprehend those on the opposite side, consequently leading to organizational cultural
clashes that might influence the outcome of the relationship. Moreover, the majority of
current research focuses on the impacts of cultural values and cultural differences
primarily from the viewpoint of acquiring firms. As a result, there is a limited
understanding of how culture influences target firms during M&A processes, despite the
critical role these firms play in such transactions (Ahmad et al., 2022; Aktas et al., 2010;
Aktas et al., 2016; Masulis & Simsir, 2018).

This study focuses on unraveling the complexities typical of merging organizational
cultures, examines their similarities’ effects on M&A performance and it is oriented to
provide the theoretical background with a clear direction of the crucial impact of human
capital, analyzed in its corporate cultural dimension - the collection of standards and
principles that are commonly embraced and deeply ingrained across the organization with
social control objectives (Guiso et al., 2015; O'Reilly & Chatman, 1996). In light of this,
the present research theorizes the positive impact of organizational cultural alignment on
the post-integration performance of target companies, supported by quantitative analysis
to aid strategic decision-making in the ever-changing context of corporate development

and strategic alliances.

The present research makes a significant contribution to the existing body of knowledge

concerning the post-merger and acquisition (M&A) performance of target firms in several
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respects. Firstly, it contributes to the current literature by focusing on the performance
impacts from the perspective of acquired companies, an area less explored compared to
the extensively studied viewpoint of acquiring corporations. This focus is crucial as the
performance outcomes for the acquired firm are likely distinct from those of the acquiring
entity (Campagnolo & Vincenti, 2022; Luo & Shenkar, 2011). By addressing this gap,
the suggested model extends the knowledge of impacts on agreements’ performance,
offering new methodological insights and emphasizing the importance of considering the
target firm's perspective in M&A research (Bauer et al., 2016; Haleblian et al., 2009; Hitt
et al., 2001).

Secondly it enhances the understanding of organizational cultural impacts by examining
their influences on outcomes using a metric for cultural differences arising from involved
companies’ inner behaviors and beliefs. This approach brings new insights into the subtle
yet powerful ways that culture shapes M&A success. Consequently, the current study
employs the comprehensive GLOBE (Global Leadership Organizational Behavioral
Effectiveness) cultural framework, created by Robert House at Wharton Business School
and emerging from the collaborative research of over 170 international social scientists
and management scholars. This framework encompasses nine cultural dimensions,
representing all cultural firm-level aspects of organizations that enable the integrated
comprehension of different cultural practices, allowing companies to adjust their business
strategies accordingly: uncertainty avoidance (the tendency to adhere to established
procedures to prevent uncertain events); power distance (the inclination to accept unequal
power distribution); in-group collectivism (preference for family-based collectivism or
familism); institutional collectivism (preference for institution-based collectivism or
nationalism); gender egalitarianism (reducing gender inequality); assertiveness
(dominance in relationships); future orientation (the tendency to make decisions with a
future focus); performance orientation (emphasis on continuous performance); and
humane orientation (kindness towards others). According to Leung et al. (2005), the
GLOBE framework enhances the Hofstede (1984) cultural study by incorporating two
additional dimensions—performance orientation and humane orientation—which are

crucial for international business considerations (Ahmad et al., 2022).



The current study is organized as follow: after the discussion of the state of the knowledge
concerning M&As and their performance, with a particular focus on the most recurring
critical aspects that characterize their success measurement, a review of the contradictory
leading theories concerning the impact of organizational cultural similarities on such
strategies’ success is developed. The model tests the interdependencies between
organizational cultural alignment and the performance of analyzed deals, with an
integrative perspective embracing both accounting and market-based methodologies.
Despite the mixed results, the findings shed light on the complex interactions influencing
performance metrics, while providing evidence for practitioners of the fundamental role
that organizational culture and human capital perform throughout the entire M&A deal,

from the early due diligence stage to the challenging integration process.

Theoretical Framework

Mergers and acquisitions represent among the most largely used strategies for managers
to sustain ongoing growth and the potential leadership position that global entities could
assume in the future, forthwith responding to shifts in the competitive environment in
which they operate (Borodin et al., 2020). Concurrent with this pragmatic significance,
in terms of finances as well as strategy, acquisition activity has grown in relevance as a

subject of study across a number of academic disciplines.

Insights concerning the complex relationship between M&A deals’ performances and the
involved integration processes are contradictory. While some research underlines the
positive association, others depict its statistical non-significancy. Even more, a negative
correlation between M&A integration and their success has been theorized by a different
branch of research (Weber, 2011). More recent studies in the fields of finance and
strategic management have concentrated on the antecedents of acquisitions in an effort to
understand the reasons behind organizations' purchases, given the performance
ramifications for acquirers. The increasing popularity of acquisitions may have

contributed to the growth of this trend in recent decades.



According to Bauer (2013), previous research unequivocally demonstrates that both pre-
merger and post-merger concerns are critical to M&A performance, with several
interdependencies that continuatively influence their outcome. Among such factors
organizational corporate culture — the entire set of shared beliefs, values, and behaviors,
shaping structures and guiding member actions, taught to new members as the proper way
to perceive, think, and respond to challenges - plays a major role in success definition, as
it affects almost all organizational practices, directives, leadership philosophies, and
administrative procedures (Brown, 1995,1998; Chatterjee et al., 1992; Schein, 1985; Sun,
2008). In that, Chatterjee et al. (1992) relies on the behavioral model theorized by Buono
& Bowditch (1989) as a conceptual framework to enhance the topic’s comprehension.
According to the authors, the employees' endorsement of the acquiring firm is linked to
their perception of cultural alignment, conceived as the degree to which two distinct
organizational cultures share affinities and similarities, or the extent to which they view
their own culture as congruent with that of the purchasing entity. In line with their
perspective, without the backing of employees, the anticipated outcomes of a merger are

seldom achieved (Buono & Bowditch; 1989; Chatterjee et al., 1992).

However, there is a clear gap in comprehension regarding the impacts of integration
strategies on M&A results, prompting a need for additional investigation into the
relationship between cultural disparities and integration, especially from the deal’s target
company point of view (Adnan et al., 2016; Aktas, de Bodt & Roll, 2010; Aktas et al.,
2016; Bauer et al., 2016; Haleblian et al., 2009). Most existing studies focus on the
influence of both cultural values and cultural differences primarily from the perspective
of acquiring firms. According to Das & Kapil (2019), the predominance of acquirer
performance measures is in line with the general perception that M&A is a key strategic
choice of the acquirers. Hence, there is limited understanding of how culture affects
target firms during this process, even though they perform a crucial role in initiating M&A
transactions (Ahmad et al., 2022; Aktas et al., 2010; Aktas et al., 2016). According to
Masulis & Simsir (2018), target firms represent active players, and not passive
bystanders, in mergers and acquisitions, stimulating approximately 40% of transactions

in US. Therefore, this study aims to understand the significant role that organizational



cultural alignment can play in the outcomes of international M&A activity from the

perspective of target companies.

In the following sections, this study delves deeper into the role of human resources in
mediating between M&As and organizational performance. Next, the concept of
organizational cultural alignment and contrasting theories of its influence on M&A

success are examined and compared.

Mergers and Acquisitions

Mergers and acquisitions, along with alliances, are strategic endeavors within corporate
development that look outward, aiming to secure advantages like scaling efficiencies,
broadening scope, expanding market presence, enhancing reputation, ensuring viability,
and other results vital for achieving temporary or lasting competitive superiority (Shi et
al., 2012). According to Koi-Akrofi (2016), mergers might be differentiated from
acquisitions in that the former typically involve two companies of similar size or with
comparable resources; indeed, if one of the companies is significantly smaller, their

combination should be classified as an "acquisition”.

Several reasons guide the choice to engage in M&As: the continuative seek of modes to
strengthen company’s performance represents the most recurrent rationale behind the
decision to pursue such strategies, furtherly completed with the necessity to reinvent and
restructure the proper business model toward more effective and appropriate structures,
to either promptly react to changes of the competitive landscape or pursue managers’
personal motives (Christensen et al., 2011; Tichy; 2001). Finally, according to Borodin
et al. (2020), M&As enable managers to continue the trajectory of growth and the
prospective leadership role that global entities might achieve in future scenarios,
enhancing the progress of corporate development processes. In that, achievable synergies
represent both an important consideration and a crucial justification for M&As (Datta &

Puia, 1995; Porter, 1989).



In accordance Chang-Howe (2019) and Bauer (2013), it is possible to distinguish three
crucial approaches to M&A integration, according to either strategic interdependence or
organizational autonomy requirements, each having distinct impacts on corporate cultural
aspects. Preservation configures the approach emphasizing maximum financial transfer
and risk-sharing, as the acquiring company typically maintains limited managerial
influence over the acquired, preserving its original organizational structure with minimal
changes (Chang-Howe, 2019; Haspelagh & Jemison, 1991). Secondly, Holding
configures an intermediate solution in which value is primarily generated through
financial transfers, risk-sharing, or by leveraging general management capabilities.
Although the acquired company remains a separate legal entity, control usually shifts to
the acquiring, often involving the replacement of top management belonging to the target
firms, while organizational cultures experience moderate interactions (Chang-Howe,
2019; Haspelagh & Jemison, 1991). Thirdly, Integration involves either absorption or
symbiosis strategies, both requiring deeper HR involvement compared to the previous
approaches, due to the inherent complexities of the continuative interactions between the
merging entities (Chang-Howe, 2019; Haspelagh & Jemison, 1991). In that, according to
Bauer (2013), integration represents the most complex and demanding approach to
M&As in terms of human resources practices. HR perform the fundamental role of
harmonizing the two interacting business entities, especially in the thorny case of
symbiosis or absorption in which they struggle to make one efficient and effective whole
with unified business processes (Schonreiter, 2018). Hence, HR challenges subsequent to
M&A can hinder the realization of potential synergies or value after the acquisition

(Gomes et al., 2013).

Hence, human capital practices have different impacts on such deals according to the
specific stage in which those are contextualized and stem from the paradigm that the
learning abilities of individuals in corporations hold comparable significance to other
resources to ground company’s competitive position (Nafukho et al.,, 2004).
Consequently, it is possible to recognize two comprehensive distinct stages that require
further attention: pre-integration and integration. Despite several studies remark the

importance of such distinction, the lack of integrative research concerning cross-stages



key factors in integration outcomes stands as a common concern, as intensely underlined

by a repeated need for in-depth research (Bauer, 2013; Stahl et al., 2013).

The pre-integration stage of a deal usually starts with the decision to pursue a merger or
acquisition, known as deal initiation, which might be driven from either the acquirer or
the target (Hunt, 1990; Welch et al., 2020). In that, due-diligence stage assumes a crucial
role as it defines, alongside the prior discovery activity, the first integration process step
before the partnership’s announcement to the public. Despite the benefits of human
resources in such phase are often underestimated, their integration in the overall strategy
should be conceived as a fundamental source of competitive advantage and long-run
success (Harvey & Lusch, 1995). Most agreements are funded on financial and legal
issues such as feasibility and performance analysis, overshadowing the cultural dynamics
inherent in integrating several separate organizations (Lathuka & Panibratov, 2013).
Hence, traditional due diligence appears to be insufficient as it focuses solely on
identifying the most obvious risks and clarifying the appearance of the entities object of
the agreements. Several studies underlined the radical reconsideration of such analysis,
focusing their attention on intangible assets and processes to gather their precious
information (Harvey & Lusch, 1995; Lathuka & Panibratov, 2013; Morrison et al., 2008).
Even if acknowledging the fundamentality of situational factors for corporate integration,
Harvey & Lusch (1995) limit their contribution to underlining the importance of taking
into consideration the transition with personnel plans merely focused on monetary
referred metrics and situations. On the contrary, Lathuka & Panibratov (2013) enriched
the knowledge on the subject introducing the crucial ability of human resources
dimensions to identify potential liabilities and conflicts that may incur in the overall M&A
integration process. The outcome of such study supported the hypothesis of a greater
human resources management - functioning as a strategic ally holding a par position in
the boardroom with disciplines like accounting, marketing, and finance with strong ties
to performance - impact on due diligence stage rather than on integration steps (Dulebohn

et al., 1995; Ferris et al., 1999).

Besides a properly managed pre-integration phase, according to Stahl & Voigt (2008), a

well-designed and planned post-integration course is critical to achieve successful



outcomes in M&A strategies. Hence, unless there is an unusual circumstance in which a
target firm is acquired below its inherent value, the proper execution of a carefully
planned integration process that realizes all projected synergies becomes crucial for
maximizing value generation and minimizing value erosion (Schweiger, 2002; Stahl &
Voigt, 2008). In addition to that, the achievement of deals’ success from post-acquisition
integration processes may result to be ruinous if the pursued integration strategy does not
align with the potential value inherent in merging the two companies, both in terms of

type and scale (Puranam et al., 2006; Zollo & Singh, 2004).

A further distinction in M&A integration, conceived as a process of dynamic change,
involves two essential components that call attention to different requirements of
managerial capabilities: task integration, related to capability and resource
complementation, and sociocultural integration, referred to the set of soft dimensions and
cultural variables as shared identity, positive attitudes, and mutual trust (Birkinshaw et
al., 2000; Bjorkman, 2007; Steigenberger, 2017). According to Chang-Howe (2019),
these business pillars go at the same place to achieve integration and, consequently, if
either activity is preferred to the other, a performance is often impeded. Consequently, it
is fundamental for managers to take into consideration the entire set of impacting factors
on the broader integration process, and consequently on its components, as the loss of
independence typically seen in the course of action can harm the success of a specific

M&A deal.

While integration aims to enhance performance through synergy, it can also trigger
human resource issues like stress, negative attitudes, reduced cooperation, and turnover
among top executives. According to Weber et al. (2011), such issues are mainly due to
cultural disparities, leading to conflicts, communication issues, and employee resistance
(Weber et al., 2011). Additionally, interactions between top management teams not only
diminish the autonomy of acquired executives but also expose diverse national and
corporate cultures, highlighting their differences. When cultural gaps lead to "culture
clashes," it is most pronounced in highly integrated settings, proper of integration
strategies. Hence, there is a clear trade-off between high and low levels of integration.

While high integration may be necessary to fully exploit synergies, it can also generate

10



human resource challenges that might erode the target firm's value and increase costs,

potentially negating merger benefits (Weber et al., 2011).

From the current literature emerges that, beyond the perspective of acquirer corporations,
it is crucial to consider the cultural aspects of the target companies, as they significantly
affect M&A decisions and outcomes, especially distinguishing among the different stages
of the more complex and thorny integration process. To comprehensively evaluate the
impact of these practices, it is fundamental to establish effective performance metrics.
The following section discusses various methodologies to measure M&A performance

and the factors that influence such outcomes.

M&A and Performance

Corporations’ performances stem from the ongoing interplay among a more complex
system of organizational components, hence, from the integration of both tangible and
intangible assets (Carmeli & Tishler, 2004). Since non-tangible resources are deemed to
have a stronger impact on organizational performances and, consequently, on companies’
ability to create sustained competitive advantage, a deep analysis is fundamental to
understand their hidden dynamics (Hitt et al., 2001). Therefore, considering the
significance of organizational performance in an international context, it is crucial to
examine the challenges that human resources management encounters in a global
economy (Stavrou-Costea, 2005). As furtherly underlined by Fox et al. (1999), human
capital is directly tied with corporations’ profitability and, to achieve organizational
performance practitioners should not only efficiently recognize HR-related issues, but
also integrate performance analysis to convey behaviors towards the intended outcomes

(Stavrou-Costea, 2005).

Organizational performance - distinguished into different business areas as financial
performance, market performance and shareholders’ return - is commonly conceived as
a benchmark to evaluate the effectiveness of managerial decisions and the purposes of
the organization (Das & Kapil, 2012; Richard et al., 2009). The fragmentation of the

M&A performance concept stems from the specific need to categorize the various
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metrics, due to its peculiar tendency to be highly discipline specific (Das & Kapil, 2012).
According to Cameron & Whetten (1983), it is fundamental to differentiate organizational
performance from the broader concept of organizational effectiveness, as the latter is
directed to pursue a wider scope than the mere performance because of the various
alternative objectives taken into consideration. Despite the inherent intricacy, the
evaluation of M&A performance remains a central concern in organizational and strategic
research, serving as a benchmark for assessing the efficacy of managerial decisions and

the fulfillment of the organization's objectives (Das & Kapil, 2012).

According to Zollo & Meier (2008), studies evaluating the success of mergers and
acquisitions (M&A) often yield conflicting results due to the fragmentation of the
theoretical landscape involved. In that, two contrasting methodologies distinguished past
models: financial-objective methodologies and other non-financial operational
performance elements, including subjective measures (Das & Kapil, 2012). Previous
research concerning cultural impacts on M&A success has predominantly relied on
subjective-metric based evaluations, which are inevitably filtered by human perception
biases. While offering insights into the impact of human resources management on
companies, these approaches are limited by their intuitive nature (Birkinshaw et al., 2000;
Chatterjee et al., 1992; Stavrou-Costea, 2005; Tzafrir, 2006; Weber, 1996; Weber et al.,
1996). Conversely, objective measures of performance, such as accounting and market
data, provide a more tangible assessment of synergy attainment and integration

effectiveness (Das & Kapil, 2012; Zollo & Meier, 2008).

Practitioners typically assess financial and market outcomes alternatively employing two
main approaches: Accounting Studies and Event Studies (Das & Kapil, 2012; Datta, 1991;
Dong et al., 2021). According to Adnan et al. (2016) and Das & Kapil (2012), the first
technique develops a straightforward assessment of how the deal affects corporate
profitability, while the second method utilizes historic financial market data to gauge how
specific events impact companies’ value creation processes, as shown by changes in their
stock prices over a set period. (Adnan et al., 2016; Das & Kapil, 2012; Tichy, 2001).
However, most of the empirical studies on M&A literature rely on only one specific group

of performance metrics, leading to a restricted and disjointed comprehension of the
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analyzed phenomena, only partially improving the understanding of the strategic
considerations involved in the deals object of this study (Das & Kapil, 2012). In this,
previous models have underlined the importance of merging multiple variables to result
in more reliable outcomes, because of the influence of arbitrary choices of accounting

metrics on research results (Buckley et al., 2014; Chen, 2011).

In addition to that, from past research emerges a substantial lack of cohesiveness, in terms
of reference timeframes utilized in the suggested models, ranging from very short run, in
terms of weeks before and after the announcement date, to long run, up to five years after
the completion date (Das & Kapil, 2012; Zollo & Meier, 2008). The body of literature
has mainly focused on analyzing the immediate market response following the
announcement date of acquisitions, indicating the market's awareness of how acquisitions
can impact the value of the acquiring firm and its sudden reaction to such news (Das &
Kapil, 2012; Richard et al., 2009). This approach is beneficial when the acquirer's
objective is represented by short-term value creation through acquisition. However, if the
deal is aimed at achieving long-term strategic goals, relying on short-term market-based
metrics can be inaccurate and misleading. Long-term market performance metrics, in
contrast, offer a broader view of the firm's overall performance and its response to various
events beyond the mere acquisition. However, this might represent the source for
potential critical issues, including the effects of parallel factors that may mediate in
explaining the variance of the dependent variable, as it becomes challenging to isolate the
long-term strategic means due to the overlapping effects of various factors on a firm's

market performance (Das & Kapil, 2012; Francoeur, 2006; Richard et al., 2009).

Overall, the evaluation of M&A performance is often fragmented and lacks consistency
in reference timeframes and metrics. Responding to previous limitations, the present
study examines the impacts of cultural interactions on organizational performances
during M&As, through both market-and accounting-based evaluation metrics with a
medium-term reference time span. To address this gap, it is crucial to consider how
organizational culture and its alignment influence the success of mergers and acquisitions.
In that, the following section delves deeper into the debated role of cultural similarities

and the contrasting theories that characterize the current knowledge fragmentation.
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Organizational Cultural Alignment

Nowadays, it is hard to imagine any company achieving and maintaining competitiveness
without efficient human resources management (Schuler, 2000; Stavrou-Costea, 2005).
In that, among factors that enable the described strategic position, human capital
represents one recurring critical aspect and, although there are contrasting theories on
cultural interactions among companies, if badly managed it might be detrimental to

synergy realization (Teerikangas & Very, 2006).

As discussed before, mergers and acquisitions involve the harmonization of distinct
business entities, with individual components struggling with others’ customs and
behaviors towards one efficient and effective whole with unified business processes and
organizational culture (Bauer, 2013; Schonreiter, 2018). Organizational corporate culture
can be defined as the collective beliefs, values, and behaviors that evolve within an
organization over time, shaping the organization’s structures and guiding members’
behavior; it embodies the shared assumptions developed by the group for addressing
internal and external challenges, which are considered valid and are passed on to new
members as the standard way to perceive, think, and act in relation to these challenges

(Andrew Brown, 1995,1998; Schein, 1985; Sun, 2008)

To integrally understand the possible impacts of organizational cultural alignments, the
concept has to be distinguished from the national culture, defined as the “should” and the
“ought” that impregnate the consciousness of a nation’s population, shaping their shared
mental framework (Hofstede, 1980; Vaara et al., 2010). The two dimensions are
commonly believed to impact in diametrically opposite directions the failure rates of the
value creation strategies, primarily though social conflict and knowledge transfer
dynamics (Campagnolo & Vincenti, 2022). While the former is associated with potential
cultural clashes between merging entities, the latter is commonly connected to the diverse
frictions that might impact the interactions between groups (Bauer & Matzler, 2013).
Significantly, the success of integration is influenced by the alignment and compatibility

of the two companies' national and corporate cultures, with the post-acquisition phase
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involving an exchange where both types of cultures interact, potentially leading to
conflicts factors (Birkinshaw et al., 2000; Campagnolo & Vincenti, 2022; Ito et al., 2012;
Weber et al., 1996). However, while national cultural disparities may hold significance
in international acquisitions, they are expected to be less crucial compared to differences
in organizational culture, strongly related with organizational conflicts (Terry, 2001;
Vaara et Al., 2010). As a result, although national cultural differences among firms does
not represent the focus of this study, they should be taken into careful consideration, as

might act as a mediating variable, influencing the outcome.

The several contrasting theories, based on the positive or negative role of the similarities
or dissimilarities between the parties involved, contribute to the marked fragmentation of
the literature on the topic. Despite among practitioners it is deeply rooted the theory that
individuals are prone by nature towards people that share the same values and attitudes -
developing a commonsense of trust among the reference groups and, consequently,
lessening the emergence of potential conflicts - Stahl and Voight (2008) have developed
a contrasting perspective concerning the connections between organizational cultures and
human resources towards M&A integration, with strategic and financial theories to
deepen the understanding of the complex subject. According to the authors, cultural
difference can be conceived as a “double-edged sword” to M&A integration, as the role
of cultural similarities and differences continues to be debated among scholars and

practitioners.

On the one hand, Vermeulen & Barkema (2001) claim that cultural differences may
represent the impulse for value creation and synergies during M&A integration processes,
as differences rather than similarities among groups are the source for continuous
enhancements and improved solutions. In line with the described perspective, further
research claim that the thorny aspects relating the target-acquirer relationship, such as
dimensions of cultural dissimilarities and unrelatedness among companies, are able to
explain the different modalities in which organizational cultural alignment affects both
human integration and shareholders’ value (Stahl & Voigt, 2008). In that, Sarala et al.
(2014) theorized the positive effects of different skill sets’ complementarity on M&A

15



success. According to the authors, higher performances should be mainly ascribed to the

organizational cultural difference rather than the mere cultural dimension.

Given the dynamics underlined by the described studies, companies with different beliefs,
values and attitudes will benefit from higher performances, during M&A value creation
strategies. However, such misfit appears to negatively impact the acceptance dynamics
between interacting cultures and, consequently, the underlying tendency to embrace the
upcoming cultural revolution (Bauer & Matzler, 2013). According to Napier (1989),
organizational cultural misalignment can have detrimental effects on a merger or
acquisition. Performance may decline due to reduced productivity, increased employee
absenteeism, and higher turnover rates, as employees may fear losing autonomy,
organizational identity, job security, or career opportunities. Ollie (1994) further
emphasized that the compatibility of administrative practices, management styles, and
organizational structures - alongside broader cultural alignment - is crucial for successful

integration.

The crucial theory that focused the attention of scholars is represented by identity-
building, which involves various social classifications that might come into play during
periods of organizational transformation. The tendency for people to associate
dependability and attractiveness with shared beliefs and values is essential to the process
of forming an identity (Ashforth & Mael, 1989; Bauer et al., 2016; Terry, 2001; Vaara,
2003; Vaara et al., 2012). This relationship frequently leads to the development of in-
group versus out-group prejudices, which are likely to become more pronounced in
situations where the future is unclear and unpredictable. As a result, people in merging
firms frequently have a propensity to mistrust and fail to comprehend those on the
opposite side, consequently leading to organizational cultural clashes that might influence
the outcome of the relationship. This creates substantial lacks in term of both
collaboration and understanding and, consequently, leads to performance deterioration
(Bauer et al., 2016; Cartwright & Cooper, 2012; Terry, 2001; Vaara, 2003; Vaara et al.,
2012).
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Taken together, previous studies suggest that organizational cultural distance affect M&A
integration performance. However, while very few research struggle to identify
influences of corporate cultural similarities from a quantitative-based view, they do not
address the impacts on target companies’ organizational performances. The present paper
bridges this gap by analyzing the effects of organizational cultural alignment and
misalignment on mergers and acquisitions target outcomes. In the next section, the

described cultural implications are hypothesized.

Hypothesis Development

As discussed earlier, organizational cultures and interactions during M&As appear to
have remarkable influence on deals’ integration. A straightforward perspective confuting
the claims of a positive impact of cultural differences has been brought into consideration
by Chatterjee et al. (1992). Their findings grounded the future literature and represented
the primary inspiration for this study, as they marked time for the several developments
and enhancements to the knowledge on the complex subject. Not only the research
focused the attention of both scholars and practitioners on the thorny relationship between
human resources management and mergers and acquisitions performances, but also
examined the potential responsiveness of markets to cultural similarities and
dissimilarities perceptions in M&As. From the employed surveys emerged a feeling of
skepticism and hesitation of investors when facing cultural dissimilarities, rather than
similarities as a mean of incompatibility between the two merging entities. That is: the
management of an acquiring company should devote equal attention to cultural fit as they
do to strategic fit, when engaging in a merger or acquisition. Even more, scholars have
contended that organizational cultural interactions hold equal, if not greater, significance
compared to strategic motives in M&As (Cartwright & Cooper, 1993). A clear and
continuative relationship between HR integration performance and the deal’s success
emerged. The correlation between shared beliefs, values and perceptions of attractiveness
and reliability frequently leads to the formation of biases favoring the own reference
group over outsiders, particularly in situations marked by uncertainty and ambiguity

about the future, as mergers and acquisitions (Vaara, 2003).
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From a psychological perspective, organizational cultural misalignments are prone to
coincide with differences in employee behaviors, thus complicating the intended
interpretation of employees' actions within the interacting firms (Barney, 1986, 1991;
Chatterjee et al.,, 1992; Sarala et al., 2014). Hence, individuals within merging
organizations often struggle to comprehend and may even mistrust those from the
opposing side. In the aftermath of an acquisition, decision-making typically revolves
around matters of fundamental importance, exacerbating divisions and fostering
confrontation between representatives of the two organizations. Left unaddressed, this
mutual distrust can intensify over time, ultimately causing irreparable damage to
relationships and thwarting social integration. Furthermore, misalignment impacts might
be observed in reduced adaptability in employee conducts resulting from unfavorable
social identification (Vaara, 2003), as well as diminished flexibility in HR practices
arising from markedly divergent organizational cultural backgrounds (Chatterjee et al.,
1993; Evans et al., 2011; Sarala et al., 2014). In other words, while cultural diversity can
boost the possibility of synergies, the obstacles to blending sociocultural aspects resulting
from these differences are likely to hinder the achievement of the expected success. On
the contrary, one’s corporate culture might be prone to embrace the cultural revolution if
the other party shares similar behaviors and customs (Bauer & Matzler, 2013; Sarala et
al., 2014).

Consequently, in this study it has been theorized that organizational cultural similarities
- the collective values, beliefs, and actions, acting as a set of common presumptions that
newcomers are taught to help them navigate both internal and external obstacles with the
right perceptions, thoughts, and feelings - among companies engaged in mergers or
acquisitions, are positively associated with the deals’ success, from both operating and
market-based perspectives.

Therefore, the following hypothesis has been developed:
Hypothesis:

Organizational cultural alignment in mergers and acquisitions between interacting

corporations positively influences the post-integration performance of target companies.
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Methods

Data and sample

The dataset on which the present study is grounded consists of 123 merger and acquisition
deals collected from ORBIS M&A (Ex-Zephyr) database of the Bureau van Dijk
Electronic Publishing GmbH. Deals analyzed in this study represent completed
transactions undertaken by both national and international listed companies within the
past 10 years, between 01/01/2014 and 31/12/2023, with a deal value exceeding $ 1

million.

The data collection process consisted into different stages. Firstly, the reference sample
has been narrowed to contain only listed acquirers, target and vendors firms because of
the completeness and availability of their public information. As stated by Feito-Ruiz et
al. (2014), less than 25% of listed companies decide to engage in M&As with listed target
firms. Indeed, the entire set of transactions performed during the reference time span
involving only listed companies accounted for 1042 deals, barely 1,96% of the ORBIS
M&A database.

Secondly, information concerning transactions labelled as “Mergers” and “Acquisitions”
have been collected, excluding from the sample population other deals as IPOs, Capital
increases, Joint-ventures, Management buy-ins, Demergers, Minority stakes, etc.
Furthermore, only Completed transactions have been studied, to avoid either uncompleted
or assumed information related to the involved firms. Finally, companies labelled as
Divisions, Funds, Governments and Individuals have been excluded from the dataset, due
to the leading objective of this study aiming to analyze companies’ organizational culture

interactions.

The resulting population of research accounts for 148 target companies engaging in an
equal number of mergers or acquisitions during the reference timeframe. Because of the
unreachability of certain firm-level variables (such as stock prices, book value of total
assets, after-tax operating income, net income and book value of shareholders’ equity),
the final sample consist in a total of 123 M&A transactions, involving 123 target and 125

acquiring corporations.
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Deals in the dataset can be distinguished between related and unrelated (Appendix A.I),
with respect to the degree of similarities between the core technologies of the two merging
businesses (Chatterjee et Al., 1992). From Bureau van Dijk industry classification it has
been possible to identify generic industrial sectors, while from the US SIC Codes (United
States Standard Industrial Classification Codes), employing a more rigorous classification
of the single type of business inside the individual industrial sector, it has been possible

to recognize related M&As accounting for 59,20% of the sample.

Furthermore, it is possible to summarize the dataset composition of acquiring and target
companies, belong to 48 different Countries into two macro categories: National deals,
accounting for 83,47%, and Cross-National deals, accounting for 16,53% of the analyzed

agreements (Appendix A.I).

As discussed before, from past findings emerges a clear lack of cohesiveness concerning
the time span during which M&A deals are tested. To achieve a compromised analysis,
the present study is funded on an intermediate reference timeframe to mitigate the
negative aspects connected with extreme either short-term or long-term focused analysis;
hence, information included in the dataset have been gathered between four months
before the announcement and after the completion dates of the M&A deals object of the

research.

Independent, dependent and control variables

Independent variable

According to Teerikangas & Very (2006), from past research emerges a consistent lack
of consensus on methodologies for assessing cultural alignment or compatibility.
Furthermore, there is extensive discussion in organizational culture studies concerning
the advantages and disadvantages of various methods for gauging culture, as well as

questions about whether culture can be effectively measured at all (Denison, 1996).

To bridge past gaps, this study relies on a measurement of organizational cultural

alignment based on the framework developed by the GLOBE project (Global Leadership

20



and Organizational Behavior Effectiveness), argued to provide a complete and deep
analysis of corporate culture (Ahmad et al., 2022). The 9 different equally-weighted
funding values described before have been studied to tackle four of the seven business
items (Style, Staff, Skills and Shared Values) composing the McKinsey 7S framework,
defining a comprehensive tool to effectively explain general management issues,
concerning strategic and organizational factors (Channon & Caldart, 2015; Venema,
2015). Such items explicitly refer to the definition of organizational corporate culture
employed in this study: the collective set of beliefs, values, and learned behaviors
developed over time within an organization, influencing its material structures and
member conduct; it represents shared basic assumptions learned by a group in solving
external and internal challenges, considered valid and taught to new members as the
appropriate approach to perceive, think, and feel regarding those challenges (Brown,
1995,1998; Schein, 1985; Sun, 2008). Relevant firm-level information concerning both
managerial and strategic directions have been gathered from companies’ institutional
communication channels, disclosed to capture the attention of individuals who share those
same values as potential employees (Guiso et al., 2015): Corporate Governance
disclosures, Human Resources Management disclosures, Codes of Conducts, Annual

Report, Diversity and Inclusion Policy, Charter of Values and Code of Ethics.

Cultural Alignment Rating. This study employs the 9 GLOBE dimensions (uncertainty
avoidance, power distance, in-group collectivism, institutional collectivism, gender
egalitarianism, assertiveness, future orientation, performance orientation, and humane
orientation) as the unit of measurement of the broader organizational cultural alignment
analysis, encompassing the entirety of firm-level cultural aspects to an integrated
understanding of the multifaceted dynamics. To maintain the integrity of the analysis, the
present research avoids selectively choosing certain cultural dimensions. Indeed,
according to Ahmad et al. (2022), all nine GLOBE cultural dimensions have been applied
to study their effects on M&A performances.

To effectively build a coherent firm-level metric of organizational cultural alignment
between the companies involved, it has been assigned a score of 1 if the cultural
similarities concerned one singular area of interest (GLOBE Framework), it has been

assigned a score of 2 if the cultural similarities concerned 2 distinct areas of interest
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(GLOBE Framework), etcetera. As a result, it has been possible to define the
organizational cultural alignment rating between the two entities of a singular deal as
independent variable of this research, ranging from a minimum value of 0 and a maximum
value of 9, respectively representing the absence of cultural fit and the perfect alignment

between the examined human resources approaches.

Dependent variables

As debated before, the analysis of M&A performance employing a singular
methodological category inevitably leads to a limited and fragmented vision of the
underlying dynamics, due to the intrinsic differences that characterize the various
performance metrics usually utilized to evaluate the profitability of a corporation (Das &
Kapil, 2012). To examine the effects of organizational cultural alignment on target
companies’ success, both accounting and market performance methodologies have been
employed in this study, resulting in a comprehensive and integrated understanding of the
analyzed phenomena (Buckley et al., 2014; Chen, 2011; Zollo & Meier, 2008). Since,
different performance metrics investigate distinguished aspects and areas of the complex
acquisition process, the present analysis captures financial performance with Price per
Share and accounting performance through Return on Assets (ROA) and Return on

Equity (ROE) profitability indicators (Das & Kapil, 2012; Richard et al., 2009).

Price per Share. The post-merger market performance is tested by analyzing differences
in the Price per Share of target companies among the reference time span, as those enable
the current study to analyze remarkable financial differential results according to the
event study methodology (Tichy, 2001). The primary advantage of such metric lies in its
proper forward-looking nature, theoretically reflecting the discounted present value of
future cash flows. Furthermore, market-related indicators better integrate intangible
assets compared to accounting-related, particularly relevant for resource-based and

knowledge-based perspectives of analysis (Lev, 2000; Richard et al., 2009).

Return on Assets. Return on Assets (ROA) is defined as the ratio between the two

accounting items of after-tax operating income and book value of total assets (Richard et
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al., 2009). It represents the mostly used and studied accounting profitability ratio to
examine M&A outcomes as it is mainly funded on the complex relationship between
capital structure and profitability of involved companies (Damodaran, 2007; Das & Kapil,
2012; Richard et al., 2009). In that, ROA represents a useful metric to evaluate
organizational performance, conveying a comprehensive measure of company's

efficiency in converting its assets into profits.

Return on Equity. Return on Equity (ROE) is determined as the ratio between net income
and book value of shareholders’ equity, representing a fundamental metric to assess the
profits remaining for shareholders once the expenses related to servicing debt have been
deducted from the initial investment in the asset (Richard et al., 2009). Therefore, it is
able to represent the shareholders’ profit resulting from the merging activity (Damodaran,

2007; Das & Kapil, 2012).

Control variables

Several controls that may influence the dependent variables have been included in the
analysis, according to both firm and country peculiarities (Moeller & Schlingemann,
2004). According to Haleblian et al. (2009), acquirer size, expressed in terms of natural
log of total assets, and age represent two important factors that might have a remarkable
impact on the dependent variables of this study. Despite the several interpretations of the
role of corporations’ size, according to Baysinger & Hoskisson (1989), it might have a
remarkable impact on risk propensity of M&A strategic means. The second element that
appears to have a strong relevance is identified in acquirers’ age, represented in
numerical terms by the number of years since the company’s incorporation, conceived as
the institutional process with which a commercial entity that is formally constituted and
brought into existence as a corporation (Thacher, 1899). Finally, deal’s value, expressed
in terms of natural log of USD value, represents a control of the relationship at hand, due

to its possible determining influence on the dependent variables.

Relatedness between firms’ industries is noticed to have potential influence on M&A

deals’ performance, since interactions among companies operating within comparable
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product businesses may boosts market influence, while diminishing incentives for both
innovation and new products’ creation (Fulghieri & Sevilir, 2011; Lee et al., 2018). As a
result, relatedness and unrelatedness have been included in the present study as control
variables, taking into consideration Three-digit United States Standard Industrial
Classification Codes (US SIC Codes) from ORBIS M&A database. This indicates the
peculiar company's type of business inside the broader industrial sector, representing the
peculiar growth conditions of specific industries (Krishnan et al., 1997). Dummy
variables have been implemented to account for sectorial relatedness between companies
involved in the same deal, as straightforward and practical ways to include information
from variables that are not typically quantified on a numerical scale in a regression
analysis (Suits, 1957). Consequently, the classification of related and unrelated M&As
has been based on the alignment of the primary two-digit US SIC codes (Krishnan et al.,
1997). If the acquiring company's code matched that of the target company, the
acquisition was classified as related to the specific business, otherwise the acquisition

was considered diversified.

Furthermore, this study has been controlled by several Country’s impacting variables that
might mediate the effect on M&A operative and financial performance. Consequently,
nationality of the companies involved in the deal represent crucial factors, as the cross-
border element might represent source of conflicts and, hence, potential frictions to
performance (Vaara et al., 2012). In that, nationality and, consequential cross-nationality,
have been examined through a dummy variable assigning values respectively of 1 and 0.
In addition to that, in the model there have been incorporated the economic and financial
development indicators of the target countries including items as GDP Current (US),
GDP per capita Current (US), represented by the natural log of USD value, and GDP
growth (%), sourced from the World Bank development indicators. On the other hand, to
isolate the impact of the target countries' openness to trades, it has been implemented the
total imports and exports as a percentage of GDP, from the World Bank development
indicators (Ahmad et al., 2022; Pinelli et al., 2023).

Alongside nationality, institutional distance between belonging Countries appears to be

an impactful factor on tactics, conducts, and survival rates of multinational corporations,
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as possible source of arbitrage opportunities between different countries or as a mean of
barriers difficult to overcome from cross-national M&A deals (Bauer, 2013). Hence,
secondary data gathered from the global competitive index by the World Economic
Forum have been utilized to control this study for institutional distance, as a mean of the
more complete collection of organizations, guidelines, and other elements that impact the

productivity of the examined countries.

Data analysis

Although the intrinsic significance of qualitative research due to its ability to delve into
the human aspects of mergers and acquisitions (M&As), quantitative analysis can be
conceived as a valuable instrument. Typically, management studies lack integration and
exchange among different research methodologies. Hence, consistent with prior findings,
the application of statistical modelling to inquiries arising from practical perspectives is
deemed essential to enhance the understanding derived from qualitative research

(Laamanen et al., 2015; Wright, 2017).

Two main methodologies have been implemented in this study. The first method is
represented by the descriptive analysis of gathered data to provide a comprehensive
overview of the sample, and secondly, to facilitate the comparison between successful
and unsuccessful deals across various factors (Senthilnathan, 2019). This has let the entire
study to benefit from a concise comprehension of the essence of data and the environment
in which the variables function. Besides descriptive analysis, linear correlation has been
included to explore linear association between the studied variables, leveraging Pearson’s
Simple Linear Correlation Coefficient (Senthilnathan, 2019). In that, it has been possible
to categorize the degrees of correlative measures as Positive, Zero or Negative

correlations.

To test the impact of organizational cultural similarities on long term performance metrics
of target companies, multivariate regression models have been employed (Table IV).
Those provide means to quantify both the strength and directionality of interdependencies
between different variables, offering insights not merely into the potential presence of

positive associations, but also into the degree of intensity characterizing social sciences
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relationships (Senthilnathan, 2019; Su et al., 2012). Additionally, for each of the studied
models, it has been controlled for possible multicollinearity, examining the Variance
Inflation Factors. In Table IV are reported successive models for control variables (Model
1, Model 4 and Model 7), independent variable (Model 2, Model 5, Model 8), and full
models (Model 3, Model 6 and Model 9) testing for Hypothesis. Furthermore, the
comparison between different dependent variables concerning operating and stock market
performance have been included to fulfil the crucial necessities in terms of core analysis
factors exhibited by previous studies (Datta, 1991; Dong et al., 2021). In that, Models 1,
2 and 3 refer to the dependent variable (DV) Price per Share; Models 4, 5 and 6 refer to
the dependent variable (DV) Return on Assets; Models 7, 8 and 9 refer to the dependent
variable (DV) Return on Equity.

Results

Descriptive statistics and Pearson Correlation measures are represented in Table I, IT and
III. Analyzing descriptive statistics and dataset, it is not possible to underline any specific
pattern, considering either the geographical area of the involved companies, or the
registered performances. Among the 9 different components of the cultural alignment
index utilized as independent variable, it is possible to recognize the “Future Orientation
Societal Values” and the “Institutional Collectivism Societal Values” as the most
observed elements respectively in 74,37% and 73,11% of analyzed companies.
Contrarily, “Power Distance Societal Values”, “Assertiveness Societal Values” and
“Gender Egalitarianism Societal Values” represent the less observed components, noticed
in barely 13,87%, 15,97% and 17,23% of the 238 listed companies (both acquired and
acquirers) included in the dataset. It is interesting to notice that target companies that have
experienced either a completely decreasing performance, or a completely increasing
performance on each profitability metric during the reference timeframe, share equal

portions of the dataset, accounting for the 27,50% of analyzed M&A deals.
Delving deeper into the pursued descriptive analysis, it is possible to recognize a stock

price variation mean of 17,87%, representing the tendency to register positive stock-

market responses by M&As of the target companies examined in this study. On the
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contrary, operating performance responses depict an opposite situation. Due to respective
means of -0,84% and -9,28%, Return on Assets (ROA) and Return on Equity (ROE)
appear to demonstrate the tendency of target firms to have negative returns, if compared
with their pre-integration situation. The indexes at issue underline a general negative trend
undergone by acquired companies when pursuing a merging or acquiring strategy.

Even if the greatest range between minimum and maximum percentage change between
the reference timeframe has been measured in the Return on Assets, its standard deviation
- presenting a measure of the dispersion or spread of statistical items in the dataset around
the mean — appears to be restrained, reminding a modest variability of the values observed
during the data collection stage. On the other hand, Return on Equity shows the highest
standard deviation (107,95%), due to the highest spread of data around the mean value
underlining the strong variability of the measure, with Stock Price depicting an

intermediate situation.

Table I. Descriptive Statistics

Degree of Cultural alignment % of the sample
1-3 Common Elements 59,35%
4-6 Common Elements 32,52%
7-9 Common Elements 8,13%

Note: The table shows the distribution of Organizational Cultural Alignment Ratings among the

observations.

Taking into examination the Pearson correlation coefficients, which exhibit both strength
and direction of potential linear relationship between the accounted variables, it is
possible to recognize the general absence of strong linear correlations in the model, which
would have been highlighted by a coefficient value near to -1 or +1 (Senthilnathan, 2019).
However, it is possible to recognize some moderate positive linear correlations between
the Cultural Alignment Rating and Price per Share and Return on Assets Change,
representing a fair tendency of the performance metrics to increase with the increasing

cultural alignment between the involved companies, with values respectively accounting

for 0,298 and 0,422.
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Table II. Descriptive Statistics

Mean SD Min Max N° Observations
1 Prslflzrlfr 17.87% 65,77% -97.93% 56,93% 123
2 ReAt‘Sl;:tsn -0,84% 16,33%  -1138,50%  311,50% 123
3 Rg{‘l‘ﬁ;n -9,28% 107,95% -59,85% 516,92% 123
Cultural
4 Alignment 3,58 1,74 1 7 123
Rating

5 Acquirer Size 13,90 2,77 7,83 21,95 123
6 Acquirer Age 40,83 31,06 3 199 123
7 Deal Value 10,42 2,42 1,81 15,55 123
8 Nationality 0,81 0,40 0 1 123

Relatedness
9 US SIC Corts 0,40 0,49 0 1 123
10 Institutional 2.60 8.46 0 70 123

Difference
11 GDP[%“G“ 27,39 1,90 22,30 30,78 123

GDP per
12 capita Current 9,35 1,19 6,29 11,60 123
Us
13 GDP(gr)"Wth 3,06 287 -9.52 9,05 123
0

Opennes to 123

14 trade (% of 73,08 40,07 25,56 186,72
GDP)

Note: The table shows Mean, Standard Deviation (SD), Min, Max and N° Observations.

28



On the contrary, the relationship between the organizational cultural similarity and
responsiveness of Return on Equity exhibits a much lower Pearson coefficient of 0,156,
thus representing a very weak positive linear correlation (Senthilnathan, 2019). Among
the several control variables included in the model at issue, it is possible to underline the
positive weak correlation between Acquirer Size and both Cultural Alignment Rating and
Deal Value, respectively with values of 0,205 and 0,233. Besides, the fair correlation
between Acquirer Age and both Acquirer Size and Deal Value, underlined by Pearson
Coefficients of 0,326, suggest that older acquiring companies are associated with higher
values, in terms of both total assets and transactions’ worth. On the other hand, the
negative moderate correlation between Deal Value and National Deal suggests the
tendency for Cross-National M&As to experience higher valued transactions, if compared

with National deals.

To test the Hypothesis, multivariate regression models have been utilized. Models 1, 2
and 3 analyze the impact on Price per Share models 4, 5 and 6 analyze the impact on
Return on Assets; Models 7, 8 and 9 analyze the impact on Return on Equity. Cultural
alignment served as independent variable (Models 2, 3, 5, 6, 8, 9), while other factors
such as the size of the acquiring firm, type of deal (national vs. international), and
differences in institutional contexts acted as control variables. Each model was carefully
checked for multicollinearity through Variance Inflation Factor (VIF) assessments,
ensuring that the independent variables did not interfere with one another in an

invalidating measure. Table III displays the results.

Testing Hypothesis 1, it is possible to notice in Model 3 the positive and significant
relationship between the Price per Share change between pre-merger and post-merger
timeframe and the Organizational Cultural Alignment between acquirer and target
companies (Table IV). The R-squared underlines a value of barely 0,137 stating that the
13,70% of the price per share variation is justified by the cultural similarity between the
target and acquirer companies involved. As a result, it is possible to affirm that the
hypothesis 1 is confirmed; even if the Coefficient of Determination appears to be weak,

it needs to be considered in the overall analysis (Senthilnathan, 2019).
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Table III. Correlation Matrix

1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 Price per Share 1
2 Return on Assets 0,017 1
3 Return on Equity 0,057 0,076 1
4 Cultural Alignment Rating 0,298**  0,422%* 0,156 1
5 Deal Value 0,049 0,006 -0,004 -0,071 1
6  Acquirer Size -0,044 0,208* -0,002 0,205% 0,233* 1
7  Acquirer Age 0,016 0,144 0,031 0,137 0,326%*  0,326%* 1
8  Nationality -0,088 0,018 -0,044 0,049 -0,412%% 0,093 -0,113 1
9  Relatedness US SIC Code 0,080 -0,053 0,081 0,072 0,125 -0,069 0,051 -0,174 1
10 Instututional Difference 0,029 0,086 0,034 0,173 0,305%* 0,100 20,001 -0,632%* 0,149 1
11 GDP Current US -0,026 0,057 -0,177* -0,041 0,189*% -0,149 -0,049 0,427%* 0,004 -0,370%* 1
12 GDP per capita Current US 0,002 -0,069 0,031 -0,063 0,244%* -0,129 -0,156 0,138 0,232%* -0,166 0,325%* 1
13 GDP Growth (%) -0,001 -0,093 0,015 -0,035 0,018 -0,010 -0,148 -0,088 0,023 -0,003 0,132 -0,189* 1
14 Opennes to trade (% of 0,031 0,015 0,114 -0,036 0,042 0,034 0,171 -0,137 0,018 0,002 -0,375%* 0,027 0,008 !

GDP)

Note: The table shows Pearson Correlation Coefficients.

The levels of significance are * <0,05; ** <0,01.

Number of Observations: 123
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Hence, a higher cultural alignment between two merging entities weakly implies a higher
market performance of the target company. However, it is fundamental to take into
consideration that the independent variable does not represent a highly measurable and
numerical issue. Consequently, it should be noticed that R-squared lower values might be
symptomatic of predictions concerning human behaviors that are intrinsically complex to

infer.

Secondly, taking into account Model 6, it is possible to underline the strong statistical
significancy of the model, while highlighting a R-squared value of 0,249, stating that the
24,90% of the variability of the ROA variation during the reference time span is explained
by the organizational cultural alignment differences between the involved corporations
(Table III). Although Hypothesis 1 is confirmed, and the Coefficient of Determination
exhibit a moderate and positive level of impact on the dependent variable, there might
exist further impacting factors concurring in the variance explanation of M&A
performance (Senthilnathan, 2019). However, it is interesting to compare the results
obtained with the two different operative performance metrics: Return on Assets (ROA)
and Return on Equity (ROE). While the asset-based evaluation metric appears to be
representative of a significant regression analysis, the latter depicts a radically different
situation. Indeed, the linear regression concerning Model 9 highlights that the direct
relationship between organizational cultural alignment and change in profitability of
equity is not statistically significant (Table III). This might be due to some additional
variables not examined in this study that might mediate between the relationship between
the complex cultural dimension and the drivers of corporations’ operative performance

(Larsson & Finkelstein, 1999; Teerikangas, 2012; Weber et Al., 2011).

Furthermore, the models have been checked for the presence of multicollinearity, as this
appears to weaken the stability of the regression coefficients involved, increasing their
variance. However, none of the presented regression model suffers from neither high nor
perfect multicollinearity, as the variance inflation factors (VIF) depict values strongly
close to 1; consequently, coefficients’ estimations are not suffering from accuracy related

issues nor duplication of similar variables in the model (Senthilnathan, 2019).
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Table IV. Regression Models

DV Price per Share

DV: Return on Assets

DV: Return on equity

Variables ML Model 2 i) iror | M5 Model s (Hypothesis) i R (Hypothesis) Error
Cultural Alignment Rating 0,208**7* 0,339%** 3,672 0,422%** 0,396%** 0,863 0,156* 0,172 631,449
Deal Value 0,070 0,114 2,947 | -0,067 -0,019 0,680 0,023 0,043 497,776
Acquirer Size -0,159 -0,228* 2,682 0,213 0,135 0,636 | -0,038 -0,072 465,644
Acquirer Age -0,034 -0,014 0,250 0,054 0,077 0,059 0,074 0,084 43,190
Nationality -0,129 -0,176 23,156 | 0,080 0,018 5,245 0,048 0,022 3838,675
Relatedness US SIC Code 0,076 0,118 17,480 | -0,141 -0,098 4,133 0,039 0,058 3025,101
Instututional Difference -0,046 -0,12 1,009 0,125 0,037 0,237 | -0,007 -0,045 173,771
GDP Current US 0,032 0,018 4,411 0,200 0,185 1,031 -0,214 -0,220 754,703
GDP per capita Current US -0,098 -0,074 0,000 | -0,094 -0,067 0,000 0,083 0,094 0,061
GDP Growth (%) -0,043 -0,044 2,302 | -0,116 -0,117 0,546 0,047 0,047 399,381
Opennes to trade (% of GDP) | -0,003 0,004 0,175 0,078 0,085 0,041 0,054 0,057 30,358
R-Squared 0,033 0,089*** 0,137* 0,107  0,178%** 0,249%** 0,056 0,024 0,083

Adjusted R? -0,071 0,081 0,034 0,013 0,171 0,162 -0,043 0,016 -0,024

F statistic 0,319 11,752 1,335 1,135 26,663 2,848 0,566 3,068 0,778

Note: The table shows Standardized Coefficients (b), R-Squared, Adjusted R?, Significance of F statistic and Standard Errors.

The levels of significance are * < 0,05; ** <0,01; *** <0,001. Number of Observations: 123
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Discussion

Given the significant impacts of M&A activities on corporations and the persistent reports
of their frequent failures, this study aims to delve deeper into the human aspects of these
phenomena. From previous research emerges the common assumption that people usually
exhibit the tendency to associate dependability and attractiveness with shared beliefs and
values. Hence, from a psychological perspective, individuals frequently have a propensity
to mistrust and fail to comprehend those on the opposite side, consequently leading to
organizational cultural clashes that might influence the outcome of the relationship.
However, from the state of knowledge appears a clear lack of cohesiveness and direction
between scholars’ perspectives, separating approaches towards the complex and thorny
subject, while hampering managers to apply a research-grounded activity (Bauer et al.,
2016; Cartwright & Cooper, 2012; Sarala et al., 2014; Terry, 2001; Vaara, 2003; Vaara
et al., 2012).

In contrast to most of the current research, focusing on organizational cultural values and
differences’ influences on acquiring companies’ performance, this research delves deeper
into the unexplored target companies’ dynamics (Ahmad et al., 2022; Aktas et al., 2010;
Aktas et al., 2016). Stimulating approximately 40% of transactions in US, target firms
should be conceived as active participants to M&A activities and, therefore, this study
extends the knowledge on firm-level specific cultural dynamics in shaping target
companies’ M&As success. In that, culture represents a thorny crucial element that might
influence companies’ organizational performance, although it appears intricate, complex,
and ethereal (Boyacilliger et al., 2004; Shenkar, 2012). However, individual studies show
a wide range of organizational cultural similarities’ effects, from highly negative to
moderately positive. This suggests that cultural differences act as a 'double-edged sword'
or a 'mixed blessing’, with potential positive or negative associations with M&A
performance depending on poorly understood factors (Stahl & Voigt, 2008).
Consequently, it has been theorized that organizational cultural alignment between
merging entities has a positive impact on synergies creation and, hence, on target
companies’ profitability: greater similarities between the entire collection of values,

attitudes, and taught behaviors of distinct corporations engaging in a merger or
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acquisition lead to increased performance in the firms’ success indicators (Schein, 1985;

Venema, 2015).

To reconcile the conflicting schools of thought, the present analysis employs statistical
modelling to examine the complex relationship from an integrated quantitative
perspective, in contrast to previous studies suffering from increased measurement errors
and potential mono-method issues. (Christiansen & Higgs, 2008; Das & Kapil, 2012;
Richard et al., 2009). Such limitations are addressed by employing two distinct reference
points: while Stock Price has been utilized as typical financial event-studies’ metric to
analyze possible market responses in the value of the involved companies, Return on
Assets and Return on Equity have been employed to measure eventual alterations in the
accounting profitability of the company due to the involvement in the deals at hand (Datta,
1991; Dong et al., 2021). Hence, the present study enhances the current knowledge with
a quantitative and financial performance measurement of M&A success, previously
lacking due to the past propensity for perceptual assessment of deals’ profitability

(Stavrou-Costea, 2005; Tzafrir, 2006).

The multivariate analyses employed offer the partial confirmation of the tested
Hypothesis. While the relations examined in Models 3 and 6 (evaluating the impacts
respectively on Price per Share and Return on Assets) are both highly statistically-
significant and positive, thus confirming the hypothesis, Model 9 underlines the statistical
non-significancy of the relationship. Consequently, the Hypothesis appears to be not
confirmed, taking into consideration the impacts of Organizational Cultural Alignment

on Return on Equity (Model 9).

Overall, presented findings provide evidence against the school of thought that not only
claims similarities at issues not to be associated with greater performances, but also
maintains a strong position towards the prospective synergies arising from cultural
clashes and disagreements between distinct team members. Although not particularly
marked in terms of magnitude, models involving Stock Prices and Return on Assets as
dependent variables (Model 2 and Model 4) depict both statistical significance and

relevance of the relationship involving market-based evaluation metrics, as well as
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accounting asset-based measures. Hence, analyzed target companies, characterized by
organizational cultural similarities with acquiring partners, are showed to benefit from
higher market performances, with enhancements in the overall market capitalization, as
well as greater efficiencies in generating profits from companies’ assets. Therefore,
despite cultural differences among involved corporations might indirectly increase
synergies potential, the challenges posed by misalignments might hinder sociocultural
integration, potentially hampering the achievement of anticipated synergies (Stahl &
Voigt, 2008). This provides quantitative evidence on the several and recurring studies
claiming the consistent benefits that cultural similarities exercise on M&A success from
a perceptual assessment of transactions’ performance (Birkinshaw et al., 2000; Venema,
2015; Weber, 1996; Weber et al., 1996). In summary, the results concerning the impacts
of organizational cultural alignment on post-integration performance and profitability
substantiate the theoretical basis on which hypothesis have been built, highlighting the
crucial role that understanding the target company’s culture can have on the success of

M&A activities (Teerikangas & Very, 2006).

Firstly, this study enhances the knowledge of cultural impacts on M&A performances
from multiple methodological perspectives, taking into consideration revised cultural
frameworks to ground the analysis. In contrast to previous literature, with researchers
focusing on Corporate Social Responsibility and Economic Social Governance metrics
(Bereskin et al., 2018), or utilizing institutional indexes on the topics as adapted
measurements of organizational customs, the GLOBE framework enables the models to
directly analyze Style, Staff, Skills and Shared Values as core business dimensions
(Channon & Caldart, 2015; Venema, 2015). Since such elements represent crucial
strategic and organizational factors, this analysis is able to overcome the inherent issues
of adapting CSR, ESG or GPTWI peculiar indexes, or even modification of Hofstede’s
approaches to approximate measures of organizational culture. Hence, GLOBE
framework provides this research with a specific value-based construct designed to
directly capture hints characterizing the different corporate cultures (Aktas et al., 2011;

Bereskin et al., 2018; Guiso et al., 2014; Kogut & Singh, 1988; Vaara et al., 2012).

35



Not only the proposed model extends the knowledge of cultural impacts on organizational
performances, but also enhances the reconciliation between past research, as it is focused
on the complete M&A deal timeframe, compared to the majority of studies concentrating
on the days immediately following the announcement dates. Stemming from the
premerger stage in which due diligence represents the crucial activity to ensure post-
merger performance, this study provides evidence of the impact that corporate cultural
alignment exercise on target companies in post-merger stages, focusing on intermediate
time spans. In that, the current research avoids typical misleading and inaccuracy biases
of merely considering short-term analysis timeframes, while minimizing other impacting
factors beyond the single transaction that might influence companies’ performance during

long-term examinations (Das & Kapil, 2012; Francoeur, 2006).

Secondly, findings from the current research are aligned with the theory claiming that a
company’s competitive advantage is deeply rooted in its ability to leverage and defend its
intangible assets, underlining their relevance as core business elements (Hitt et al., 2001;
Teece, 2000). Among such non-physical resources, organizational culture appears to have
a much higher weight if compared with other business factors (Carmeli & Tishler, 2004).
As a result, this study extends the literature concerning the impacts of corporate cultural
similarities on strategic M&A agreements by providing a value-based culture assessment.
From this perspective, the analyzed effects might be ascribed to the alignment between
the least common values’ categories that determined the employed organizational cultural
alignment rating. Hence, if properly aligned and managed, Uncertainty Avoidance,
Humane Orientation, Performance Orientation and In-Group Collectivism Societal
Values, might represent the competitive drivers for merging firms to leverage, as
differentiating elements between distinct corporations that lead to stronger cultural ties

between the involved parties.

Relatedly, the theory presented in this study and connected findings enhance the
knowledge concerning the culture-M&A relationship, characterized by business
executives typically neglecting to include HRM components in the merging process.
Hence, especially during the pre-merger phase, legal and financial concerns usually

predominate, and HR managers, who could have provided guidance on handling the
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alliance's human side, are reluctantly integrated into the planning group (Teerikangas,
2012; Wassmer, 2010). In that, the present research underlines the fundamental role that
human capital performs during the due diligence process and provides evidence to the
need of a radical reconsideration of pre-deal analysis in which corporate culture,
alongside the broader subject of human capital, represents a core lever that might
influence on M&A integration outcomes (Birkinshaw et al., 2000 Harvey & Lusch, 1995;
Lathuka & Panibratov, 2013; Morrison et al., 2008). Consequently, practitioners properly
managing cultural aspects of the organization engaged in the deal, in accordance with a
well-studied and planned due diligence process, would benefit from higher returns both
in terms of profitability and market valuation of the firm, avoiding employee resistance
that negatively impacts the accomplishment of intended outcomes (Larsson &

Finkelstein, 1999; Teerikangas, 2012).

However, in accordance with model 6 — assessing the impact of corporate cultural
alignment on the change in operating profitability measured by the Return on Equity —
the relationship appears to be not statistically significant, paving the way for further
mediating variables that conjointly determine the overall impact on M&A performances,
concurring in the dependent variable’s explanation (Hitt et al., 1998; Pablo 1994). One
mediating factor can be represented by the post-merger integration efforts that might
influence the relationship between the variables in multiple modalities, according to the
different approaches adopted. In that, continuative interactions between the merging
entities, proper of higher degrees of interdependence between parties, might lead cultural
differences to mutate into ‘cultural clashes’. Therefore, a clear trade-off between high and
low integration levels exists. High levels of integration may be necessary to take
advantage of greater synergies, but they can also lead to human resource frictions that
could negatively influence the acquired firm's value, to the point where they outweigh the
projected benefits (Weber et al., 2011). This furtherly underline the paramount role that
Organizational Culture performs, as it represents a core lever to be properly aligned and
managed with both strategy and integration process chosen (Chang-Howe, 2019; Lathuka
& Panibratov, 2013). In that, human resources management performs an active pivotal

role in the thorny reconciliation between strategic motives and the role of human capital
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as an essential asset in M&A transactions, shaping its effects either as core assets or as

heavy liabilities to the concerned companies (Chang-Howe, 2019; Stahl & Voigt, 2008).

Implications for practitioners and researchers
This study has several implications for researchers, policymakers and practitioners who
decide to enlarge the theoretical understanding of the current literature concerning the

delicate subject of organizational cultural interactions between companies engaging in

M&A deals.

While some research findings highlight divergent outcomes, there is a common consensus
that the influence of cultural dynamics significantly shapes the performance of both
national and cross-national mergers and acquisitions. This study equips managers and
researchers with a deeper understanding of the controversial dynamics that influence
M&As’ outcomes, while providing evidence concerning the role that human resources
dynamics perform. Furthermore, it is aimed to focus their attention on the thorny balance
between integration efforts and human capital involved, requiring a nuanced approach
that considers the unique cultural dynamics of merging entities (Weber, 2011). While
high integration levels offer potential synergies, they also risk cultural clashes. Therefore,
tailoring integration strategies is essential to optimize synergies and achieve successful
performance. Besides, HR professionals offer invaluable insights into navigating cultural
differences, addressing employee concerns, and facilitating organizational change,
ensuring smoother transitions. Therefore, as underlined by the current research, such
resources should be integrated to effectively manage organizational cultures through their

expertise (Harvey & Lusch, 1995; Lathuka & Panibratov, 2013).

Individuals within merging firms frequently exhibit a tendency to distrust and struggle to
understand those from the other side, resulting in organizational cultural clashes that can
impact the relationship's outcome (Terry, 2001; Vaara, 2003; Vaara et al., 2012); hence,
their behaviors need be taken into consideration in the overall integration process that
deserves a careful implementation to benefit from anticipated synergies, starting from the
complicated due diligence stage, with the paramount importance of an integrated and

straightforward approach (Chatterjee et al., 1992; Harvey & Lusch, 1995).
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More generally, practitioners should focus on pre-merger and post-merger issues with
similar efforts to identify and understand the possible interdependencies that mediate
between a carefully investigating due diligence stage, and a straightforward and coherent
integration plan and the ex-post outcomes of the deal. In line with Christiansen & Higgs
(2008), alignment necessitates the integration of strategy formulation and
implementation, and the alignment achievement involves making adjustments and
demonstrating flexibility throughout the entire process. In that, from the present study
appears evident that the acquirer's capability to integrate the target company cannot
disregard the organizational cultural dimensions involved, alongside interactions between

them, towards the aspired objectives.

Limitations

The present study involves some limitations that might point to improving directions for
future investigation and research concerning the broad and multifaceted topic. Despite
the efforts to consider various alternative explanations, it is important to acknowledge
that there are possible aspects of mergers and acquisitions not thoroughly examined.
These unexplored elements may reflect the unexplained variance accounted in the model
aim of the verification, hence warranting further investigation. Among such factors,
perceived environmental uncertainty might represent a mediating variable that has been
identified to have a negative influence on organizational performance, leading
corporations that outperform their rivals to be more adept at analyzing and
comprehending their work environment, with consequential benefits in terms of
flexibility (Carmeli & Tishler, 2004). Therefore, the impacts of such environmental
uncertainty on the complex relationship between organizational culture and M&A
performance, not for the time being explored, might trace the path for future research and

enhancement on the state of the knowledge.

Furthermore, the framework defining organizational corporate culture in 9 different
values’ categories, stemming from the investigation on which the GLOBE study is rooted,
might be enriched with elements evaluating Structure, Systems and Strategy, as pillar

organizational and business elements (Channon & Caldart, 2015). In addition to that,
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future research might explore the impact of differently-weighted societal values on
organizational performance, measuring the possible greater relevance of any specific
areas of interest if compared to the others. This would define room for improvement of a
paramount importance to furtherly enhance the adherence of the model to the entire

population of past, present and future mergers and acquisitions.

Further research and enhancement, leveraging empirical studies and statistical modelling,
about such moderating effects are highly recommended to continuously stimulate future
research. On the other hand, the presented model gathers the funding information and
data to fulfill the values categories from public explicit documentation disclosed by each
examined target firm. Although such public material represents public commitment and
responsibilities that corporation assume towards both the overall management processes
and their human capital, future studies might strengthen the overall model pursuing in-
depth case research to qualitatively judge the compliance or the lack of performance on
each core component of the GLOBE framework. According to Birkinshaw et al. (2002),
case studies analysis is developed with the aim of examining a limited set of companies
to strive for applicability to theory in general. In that way, future research might benefit
from the coherence and consistency of operating and financial success metrics
applications, while relying on multifaceted and perceptible anthropological and human-
based evaluations (Chatterjee et al., 1992). Hence, despite this study does not solely
consider advertised values and behaviors, with the introduced enhancements it would
permanently prevent the underlying methodology to suffer from the possibility disclosed
values and purposes to be meant to communicate and interact with customers, rather than
with concerned internal individuals, on which the organizational corporate culture

definition is intrinsically built (Guiso et al., 2015; Schein, 1985).

In conclusion, although cultural variances do play a crucial role in mergers and
acquisitions, the proposed connection between organizational cultural similarities and
performance should not mislead readers into thinking that cultural alignment alone
adequately explain M&A outcomes. In accordance with Teerikangas & Very (2006),
future studies should focus on delving deeper on the current “black box” of cultural

differences, which lead to their interpretation complexities. Hence, in an increasingly
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globalized business landscape, acknowledging the influence of cultural disparities on
organizational success, especially in mergers and acquisitions, appears essential.
However, rather than solely examining how cultural differences affect M&A
performance, future research endeavors could gain from a more comprehensive approach

to both understanding cultural disparities and the M&A process itself.
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Appendix

A.l. Dataset composition

Companies engaging in mergers and acquisitions included in the analysis operate in
several business activities, identified by the BvD sectors: “Agriculture, horticulture &
livestock”, “Banking, insurance and financial services”, “Biotechnology and life
sciences”, “Business services”, “Chemical, petroleum, rubber and plastic”,
“Communications”, “Computer hardware and Computer software”, “Construction”,
“Food & Tobacco manufacturing”, “Industrial, electric and electronic machinery”,
“Leather, stone, clay & glass products”, “Media & broadcasting”, “Mining & extraction”,
“Property services”, “Public administration, education, health and social services”,

“Retail”, “Textiles and clothing manufacturing”, “Transport manufacturing”, “Travel,

personal & leisure”, “Utilities” and “Wholesale”.

Acquiring and target companies included in the sample belong to 48 different countries:
Saudi Arabia (SA), Australia (AU), Austria (AT), Bahrain (BH), Bangladesh (BD),
Bermuda (BM), Canada (CA), Chile (CL), China (CN), Cyprus (CY), South Korea (KR),
United Arab Emirates (AE), Philippines (PH), France (FR), Germany (DE), Ghana (GH),
Japan (JP), Jordan (JO), United Kingdom (GB), Greece (GR), India (IN), Indonesia (ID),
Italy (IT), Kazakhstan (KZ), Kuwait (KW), Malawi (MW), Malaysia (MY), Morocco
(MA), Montenegro (ME), Nepal (NP), Nigeria (NG), Norway (NO), Netherlands (NL),
Pakistan (PK), Peru (PE), Poland (PL), Qatar (QA), Romania (RO), Russia (RU), Syria
(SY), Sri Lanka (LK), United States (US), Sweden (SE), Thailand (TH), Taiwan (TW),
Turkey (TR), Hungary (HU), Vietnam (VN).
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Table AIl. GLOBE Cultural Framework Values

Cultural value Definition

It shows how much employees are willing to take chances and put up with uncertainty.
Uncertainty While corporations with low uncertainty avoidance are more accepting of ambiguity, open
Avoidance to change, and typically have less laws and regulations, high uncertainty avoidance

Societal Values

companies tend to have rigid rules and norms, prefer organized circumstances, and are
more resistant to change.

Future
Orientation
Societal Values

It shows how much people and organizations value planning for the future, delaying
pleasure, and long-term thinking. Planning, education, and investments in infrastructure
and innovation are typically valued in corporations that have a significant focus on the
future. They might place a high priority on setting long-term objectives, saving for the
future, and appreciating tenacity and diligence in achieving those goals. On the other hand,
cultures that are less focused on the future could put more emphasis on the here and now
and pressing demands over long-term investments and planning.

Power Distance
Societal Values

It represents how members of a firm view and react to social inequity, authority, and
hierarchy. High power distance civilizations strongly embrace hierarchy and authority, and
people generally submit to those in positions of power without challenging their judgment.
Organizational levels may differ greatly in terms of privilege and money, and social
position and rank are held in high regard. On the other hand, equality is prioritized more
in societies with minimal power distance, and people are more inclined to question
decisional levels and authority. There is a desire for egalitarianism and participative
decision-making processes, and power is allocated more fairly.

Institutional
Collectivism
Societal Values

It shows how much importance organizations place on unity, collaboration, and solidarity
within the group. Cooperative efforts, group loyalty, and collective aims are highly valued
in firms with high levels of institutional collectivism. It is expected of institutions to uphold
and advance the welfare of the group, frequently at the price of individual liberty. People
are encouraged by social norms and expectations to put the needs of the group first and to
adhere to its ideals. In contrast, individual autonomy, personal success, and competition
are valued more in companies with low levels of institutional collectivism. Individuals are
encouraged to follow their own objectives and interests rather than fitting in with the group
norms, and institutions may place a higher priority on protecting individual rights and
freedoms than on maintaining group cohesion.

Humane
Orientation
Societal Values

It shows how much a society values compassion, kindness, and empathy for other
people—regardless of their social standing or connections. People are expected to take
other people's needs and well-being into account when making decisions and acting in
ways that reflect a high humane orientation, which places a significant premium on
empathy and compassion. Helping others and volunteering for charity causes are
examples of altruistic actions that are appreciated and promoted.

On the other hand, people may place a higher value on their personal interests and the
interests of their close social group than those of others in societies that have a low
humanitarian orientation. In certain communities, altruistic actions could be less common
or regarded with less respect.
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Cultural value

Definition

Performance
Orientation
Societal Values

It shows how much people and organizations respect and honor achievement,
performance, and competence. High performance orientation companies place a great
focus on setting high standards, putting in a lot of effort to meet them, and always
striving for performance improvement. A common way to gauge success is to look at
observable results like output, efficiency, and creativity. People are driven to succeed in
their pursuits, and those who achieve well may receive substantial rewards. On the other
hand, a low performance orientation company can place less value on excellence and
setting high standards. Success might depend more on personal relationships or seniority
than it does on performance. In such communities, there might be less emphasis on
competitiveness and excellence, and people might be less driven to aim for high levels of
success.

In-Group
Collectivism
Societal Values

It illustrates the degree to which members of a corporation put their own interests ahead
of those of other groups or of those who are not members. People who live in
communities with high levels of in-group collectivism tend to have a strong sense of
identity and belonging to their social group, and they are expected to put the interests and
well-being of the group above their own. Strong social norms and expectations that
promote conformity and obedience to group norms may exist, and loyalty, cooperation,
and mutual support are highly prized. On the other hand, in cultures where in-group
collectivism is low, people may place more value on their own autonomy and interests
than those of their social group, and there may be less focus on group loyalty and
cohesion. There might be less social cohesion and more value placed on independence
and self-reliance.

Gender
Egalitarianism
Societal Values

It shows how much a community appreciates and supports gender equality in the
workplace. High levels of gender equality are characterized by a strong commitment to
confronting and eliminating prejudice, stereotypes, and disparities based on gender. In
terms of rights, responsibilities, and opportunities, women and men are regarded as
having equal representation, and efforts are made to guarantee that all genders participate
equally in firm's institutions and decision-making processes. On the other hand, gender-
based inequality and discrimination may be more common, and traditional gender roles
and stereotypes may be more widely accepted, in countries with low levels of gender
egalitarianism. In addition to potential barriers to education, work, and political
engagement, cultural norms may reinforce the uneven power relations between the sexes.

Assertiveness
Societal Values

It indicates the degree to which people in a community are urged to communicate and
interact with others in a direct, proactive, and confident manner. People are encouraged
to speak up, stand up for what's right, and express themselves confidently in communities
that place a high value on assertiveness—even in difficult or confrontational
circumstances. It's common knowledge that assertive behavior helps people achieve their
objectives and settle disputes. On the other hand, those who live in societies where
assertiveness is not highly valued could favor indirect communication methods and be
reluctant to challenge or openly express their opinions. People could place a higher value
on harmony and avoiding disagreement than on standing up for their own demands or
beliefs.

Note: The table shows definitions of cultural values composing GLOBE cultural Framework.
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