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Abstract 

Organizations in order to survive have to change.  Change can occur for a lot of different 
reasons, from the challenges of growth, changing global markets, changes in strategy, 
technological change, customer pressures or shifting markets, competitive processes until the 
process of Mergers & Acquisitions (M&A).  Every organization change has both positive and 
negative impact on the employee.  Although the objective of the organization in doing M&A is 
to make organization grow and develop in all aspects, however, in practice M&A often have a 
negative impact on employee behavior resulting in counterproductive practices, absenteeism, 
low morale and job dissatisfaction, which finally resulted on low employee well being.  This 
paper will discuss the experience in using the approach of Total Participative Transformation in 
dealing with the process of M&A in relation with Employee’s well being.  The objective of this 
paper is to discuss about the relationship between employee’s well being and the process of 
M&A in Manufacturing Company in Indonesia. The results show that during the process of 
M&A employee feel uncertainty and ambiguity about the condition of the organization, low 
trust, which leads to anxiety and stress.  This condition according to Page (2005) has affected 
employee’s well being both for the intrinsic and extrinsic conditions.  In this regard, appropriate 
leadership style, open communication, climate of trust, and teamwork is needed. 

Keywords: Mergers & Acqusitions, Organization Change, Employee’s Well Being.   

Introduction 

In order to develop and gain more profits, companies never stop searching for sources of 
profitable growth, whether through developing new products, efficiency, hiring and training 
competent sales people as well as through mergers and acquisition (M&A).   A merger is a 
mutually agreed decision for joint ownership between two or more companies; an acquisition is 
when a company takes ownership of another company (Bratianu & Anagnoste, 2011).  The goals 
of M&A among others are: to provide a stimulus to growth, provide opportunities for enhancing 
the bottom line through better synergies and reduced overhead (Bratianu & Anagnoste, 2011), 
enlarge market and finally resulted in greater profits. However, in practice these expectations 
have not fulfilled effectively, as research shows that the reported failure rate of M&A is dismally 
high, estimated to be more than 70% (Galpin & Herndon, 2007; Etschmaier, 2010).  There are 
lots of reasons offered for M&A failure, and the majority lies not on the financial sectors but on 
the culture and people issues (Galpin & Herndon, 2007; Etschmaier, 2010, Bodam, 2000).  
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M&A, is a very complex process in organization change, in which just like any other change 
process created insecurity, uncertainty, stress, and even traumatic experience for the employees.  
Nikandrau et.al, (2000) further stressed the negative impact of M&A on employee behavior 
resulting in counter-productive practices, absenteeism, low morale and job dissatisfaction.  How 
is the dynamic process of this condition and the psychological effects for the employees, as well 
as how to anticipate and overcome this condition, these issues will be discussed using the case 
study in one of Manufacturing company in Indonesia using the theory of 1) Anxiety; 2) Self 
Perseverance; 3) Trust; 4) Social Identity; 5) Role Conflict; 6) Acculturation Theory; 7) 
Organizational Justice; and 8) Stress.   

Objective of the study 

The objective of the study is to identify the relationship between psychological variables during 
the process of Mergers and Acquisitions and the employee’s psychological well-being.  

Literature review 

In this section, it will be discussed the theory of Merger; Employee Workplace Well-Being. 

Merger & Acquisitions 

In practice, the terms mergers and acquisitions (M&A) are sometimes confused and used 
interchangeably, however, the distinction in meaning may not make much a difference due to the 
fact that the result is often seen as two of more companies with separate ownership, now 
operating under the same roof/management to achieve shared strategic and/or financial 
objectives (Steynberg & Veldsman 2011). A merger is a mutually agreed decision for joint 
ownership between two or more companies, who are free-standing entities of equal standing, that 
become a new entity with the original entities disappearing.  (Bratianu & Anagnoste, 2011; 
Steynberg & Veldsman (2011).  While an acquisition is when a company takes ownership of 
another company, and pertains to the buying of one or more free standing organizations by 
another organization, the buyer, which retains its identity (Bratianu & Anagnoste, 2011; 
Steynberg & Veldsman, 2011). 

The reason organizations undergoing Merger and Acquisition 

What are the reasons organizations choose M&A as a strategic growth options? There are lots of 
reasons that company will undertake the process of Merger and Acquisitions namely: a. 
Globalization (Galpin & Herndon, 2007); b. access to new technology and/or resources (Schuler 
& Jackson, 2001); c. economies of scale and efficiency (Galpin & Herndon, 2007 & Schuler& 
Jackson, 2001); d. a wider product and/or service offering (Veldsman, 2002); e. capital 
investment risk mitigation (Sherman in Stynberg & Veldsman, 2011), f. rapid entry into a (new) 
market (s) industry consolidation (Galpin & Herndon, 2007, Schuler in Jackson, 2001), g. the 



Proceedings 4th Asian Psychological Association, Jakarta, 5-7 July, 2012 

 

3 

 

acquisition of intellectual capital (Galpin & Herndon, 2007, Schuler & Jackson, 2001), and h. 
dealing with the economic ramifications of political and/or regulatory changes that impact on 
future prospects of organizational success (Schuler & Jackson, 2001).  Based on those issues, it 
can be said that organizations that undertake M&A usually have lots of reasons which in line 
with many aspects of organization development. 

Change Management Dynamics and the impact to Psychological State during M&A 

Mergers & Acquisitions are instruments of major change which often triggered by external 
forces. As a result, they cause major environmental shift and disruption.  In this regard, Galpin & 
Herndon, (2007.p.59) after their extensive studies on M&A, mentions that organizations 
undertake the M&A for their organizational development interventions, are usually facing these 
conditions, namely: 1. Aggressive financial targets; 2. Short timelines; 3. Intense public scrutiny; 
4. Culture clashes; 5. Politics & Positioning; 6. Communication related issues; 7. Growth related 
issues; 8. Restructuring; 9. Reengineering; 10. Questions where about to downsize; and 
11.Problems with retention of personnel, and 12. Issues related to employee motivation.  

Furthermore, according to Pritchett (1997) with this organizational condition, it will lead to 
another emotional and psychological state of the employees such as: 1. Ambiguity, insecurity 
and uncertainty; 2. Low trust; and 3. Self Perseverance Issues (Pritchett, 1997,  Maden, 2011). 

Employee Workplace Well-being 
 
The general conceptualization of wellbeing is equally vague. However, as the study at hand 
views the concepts from organizational perspective, both of the terms are defined according to 
the Danna and Griffin (1999) definitions which are widely seen as appropriate for organizational 
research (see for example Macik:Frey, Quick & Nelson 2009). In this regard, Danna and Griffin 
suggest that health as a term is narrower than wellbeing and thus should be applied to 
organizational settings when specific physiological or psychological indicators are of interest 
and concern. On the other hand, wellbeing tends to be a broader concept that takes into 
consideration the “whole person.” (Danna & Griffin 1999, 364).   
Occupational health as a definition concentrates purely on the physiological and psychological 
aspects of health within organizational context. Here physical health refers to employees’ 
physical wellbeing, i.e. non:existence of negative  physical effect, and psychological health on 
the other hand (although not having single definition consistent in the literature) to the absence 
of distress caused by the organizational settings (Farrell & Geist:Martin 2005, 548).. In short, 
occupational health aims at preventing all the possible physiological and psychological health 
risks organizational settings could alter the employee to.  On the other hand, as the concept of 
well being is rather vague, in this regard it adopts a fairly subjective view towards employee 
wellbeing by defining it as broadly as “ones overall experience in life” reflecting ones self, 
described happiness (Diener et all 1999, 277).   
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Referring to one’s overall experience in life, the  employee wellbeing thus takes a broader 
viewpoint towards corporate wellness.  In this regard, employee wellbeing is seen as being 
constructed by physical, psychological, spiritual and social aspects. Here spiritual health refers to 
a process of individual growth and nourishment at workplace by highlighting the importance of 
finding individual purpose for work and having a meaning in day to day tasks, and social health 
to the quality of an individual’s network of professional and personal relationships (Farrell & 
Geist:Martin 2005, 549). Consequently, employee wellbeing adopts subjective approach to 
corporate wellness where the overall happiness of an employer is determined not only within 
organizational setting, but also during free time. 
 
Therefore, wellbeing is about quality of one’s life guided by a person’s own set of criteria. 
Accordingly, stress and illness are consequences of the lack of fit between individual needs and 
demands and those of the environment. Wellbeing includes factors related to one’s job (i.e. work 
overload, long hours and travel), ones role in the organization (i.e. role ambiguity, role conflict, 
and the degree of responsibility), ones relationships at work, one’s career development and the 
organizational structure and climate the person is part of (Cooper & Cartwright 1994, 265). In 
short, employee wellbeing is all:encompassing physical, psychological, spiritual and social state 
of mind that is based on work environment and free time suitable integration (Kivistö, Kallio & 
Turunen 2008, 21). 
 
Well-being is a concept which includes both physical and psychological well-being (Warr, 
2002). The work environment which affects physical well-being can be more noticeable, which 
means that one can more easily see the direct link between the physical environment and a 
subsequent health problem. In contrast, the way in which the work environment affects the 
psychological health is less noticeable and less direct. In the last 30 years, theory and empirical 
research has focused more on the negative impacts of work on well-being; more precisely, on 
how work stress influences health. Therefore, physical well-being is not going to be discussed in 
the thesis; the authors will focus on the psychological well-being of employees as important 
factor influencing their performance (Briner, 2002). 
 
Psychological well-being can be taken context-free, and it involves feelings about life in general. 
Furthermore, restricted concern in this context is job related well-being, which is people’s 
feelings about themselves in relation to their job (Warr, 2002).  
Positive well-being creates psychologically healthy individuals who have the capability to show 
better interpersonal behaviors, create warm and trustworthy relationship, and have a higher 
performance, being more punctual, taking fewer sick days etc. Conversely, decreased well-being 
would decrease the chances to cope effectively with the stressors. It is very important to pay 
attention to the psychological well-being because it influences the employee’s behavior, 
interaction with colleagues, decision making and it continues to affect the family and social life 
as well (Rasulzada, 2007). 
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It is vital to examine what are the causes that are that are decreasing the well-being of the 
employees. As Briner (2002) states, the work environment is a main cause that affects both the 
physical and psychological well-being. The work environment can be physical such as 
equipment, heat, noise, or lightning, and it has been shown that this influences a number of 
psychological processes. The other environmental factor is characteristics of the job itself, such 
as task complexity and ability to perform, workload, or task repetitiveness, which are some of the 
most important factors that influence well-being. 
 
Furthermore, organizational features such as culture, history, and aspects of extra organizational 
factors such as labor market conditions or industry sector, are also important factors that 
contribute to the well-being of the employees. For example, organizational factors can affect 
well-being in situations when the employee experiences difficulties in relationships outside of 
work that can affect his/her stress level. This can lead to less capability to deal with problems 
and be less challenging (Briner, 2002). After examining the literature in this field, the authors of 
the thesis can make an inference that work environment factors could possibly link together job 
performance and wellbeing. They are known as physical stressors in the work environment and 
were named in the previous section. The importance of these stressor factors is assumed to be 
noticeable because they can influence the level of both job performance and job-related well-
being. 
 
According to Ryff and Keyes (1995), psychological well-being consists of 1) Self Acceptance; 2. 
Environmental Mastery, 3) Positive Relations, 4) Purpose in Life, 5) Personal Growth and 6) 
Autonomy.  

The definitions of each of the dimensions are as follows: Ryff and Keyes (1995) 

Self- Acceptance 

Self acceptance can be defined as the acceptance feeing of the individual about the present 
situation and condition. 

Table 1: High and Low Score of Self Acceptance 

Low Scorer High Scorer 
Feels dissatisfied with self, is disappointed 
with what has occurred in past life, is troubled 
abut certain personal qualities, wishes to be 
different than what he or she is. 

Possesses a positive attitude toward the self; 
acknowledge s and accepts multiple aspects of 
self, including good and bad qualities; feels 
positive about past life. 
 

Source: Ryff and Keyes (1995) 

Positive Relations With Others 
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Are the warm, close, satisfying and trusting relationships with others. 

Table 2: Low and High Score in Positive Relations With Others 

Low Scorer High Scorer 
Has few closes, trusting relationships with 
others; finds it difficult to be warm, open and 
concerned about others; is isolated and 
frustrated in interpersonal relationships; not 
willing to make compromises to sustain 
important ties with others. 

Has warm, satisfying, trusting relationships 
with others; is concerned about the welfare of 
others; capable of strong empathy, affection, 
and intimacy, understands give and take of 
human relationships. 

Source: Ryff and Keyes (1995) 

Autonomy 

Is the independent condition of the individual to think and act in certain ways based on her/his 
personal standards. 

Table 3: Low and High Score in Autonomy   

Low Scorer High Scorer 
Is concerned about the expectations and 
evaluations of others, relies on judgments of 
others to make important decisions, conforms 
to social pressures to think and act in certain 
ways. 

Is self-determining and independent, able to 
resist social pressures to think and act in 
certain ways, regulates behavior from within, 
and evaluates self by personal standards. 

Source: Ryff and Keyes (1995) 

Environmental Mastery 

Is the ability to manage the environmental issues, and has the competency and ability to control 
the external conditions. 

Table 4: Low and high score on Environmental Mastery 

Low Scorer High Scorer 
Has difficulty managing everyday affairs, feels 
unable to change or improve surrounding 
context, and is unaware of surrounding 
opportunities, lack sense of control over 
external world. 
 

Has a sense of mastery and competence in 
managing the environment, controls complex 
array of external activities, makes effective use 
of surrounding opportunities, able to choose or 
create contexts suitable to personal needs and 
values. 

Source: Ryff and Keyes (1995) 

 

 



Proceedings 4th Asian Psychological Association, Jakarta, 5-7 July, 2012 

 

7 

 

Purpose in Life 

Is defined as having sense goals and directions in life, and has the meaning as well aims and 
objectives for a living. 

Table 5: Low and High Score in Purpose in Life 

Low Scorer High Scorer 
Lacks a sense of meaning in life, has few goals 
or aims, lack senses of direction, does not see 
purpose in past life; has no outlooks or beliefs 
that give life meaning. 

Has goals in life and a sense of directedness, 
feels there is meaning to present and past life, 
hold beliefs that give life purpose, has aims 
and objectives for living. 

Source: Ryff and Keyes (1995) 

Personal Growth 

Is defined as having a sense of need in personal growth and development and in expanding 
his/her potential. 

Table 6: Low and High Score in Personal Growth 

Low Scorer High Scorer 
Has a sense of personal stagnation, lacks sense 
of improvement or expansion over time, feels 
bored and uninterested with life, and feels 
unable to develop new attitudes or behaviors. 
 

Has a feeling of continued development, sees 
self as growing and expanding, is open to new 
experiences, has sense of realizing his or her 
potential, sees improvement in self and 
behavior over time, is changing in ways that 
reflect more self-knowledge and effectiveness. 

Source: Ryff and Keyes (1995) 

 

Results and Analysis of Results 

In the following discussion it will be discussed about the results of the interview, Focus Group 
Discussion (FGD) as well as the activities during the Total Participative Transformation, followed 
by the analysis based on theory.  The results of the study as follows: 

1. Uncertainty and ambiguity, followed with the feeling of anxiety 

Results 

Feelings of uncertainty, ambiguity, insecurity, and anxiety were not overtly and openly showed 
during the interview with the directors; however during the FGD with the First Echelons as well as 
during the Total Participative Transformation these situations were raised.  The questions about 
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where the organization will lead to, how the status of mergers is at the moment, what is the impact 
of the merger to their previous organizations were some of the questions raised. 

Theoretical Analysis 

M&A is one of organizational change intervention that typically involves large-scale 
organizational change, so just like any other change program; it can be a significant source of 
anxiety, although the degree of anxiety may vary across individuals (Buono & Bowditch, 1989).  
They further mention that such organizational combinations can create a lack of clarity about the 
future of the company. This lack of information, often compounded by rumor and gossip, creates a 
high level of anxiety in people’s lives.  Furthermore, as the uncertainty and anxiety about the 
combination increase, communication among organizational members becomes even more 
constricted as people complain about being ‘kept in the dark’ about organizational plans, 

Moreover, Cartwright & Cooper (1993) mention that employees experience a high degree of 
anxiety when facing the possible occurrence of M&A, and this anxiety can manifest itself in 
different ways for different organizational members at different stages of the M&A process.  In 
this regard, the anxiety itself can begin before integration occurs, as employees will experience 
anxiety as they try to cope with uncertainty by often predicting the worst case scenario and the 
impact of the M&A on their future jobs and careers.   

In relation with Psychological Well-Being, this symptom is related with the Environmental 
Mastery and Purpose in Life.  

2. Low of trust 

Results 

Low of trust was found at many different levels, 1) Within Directors at the new management, 2) 
Directors with the CEO and 3) First Echelons with the CEO as well as with the Board of 
Directors. It was observed that low of trust were strong between Board of Directors to the CEO 
and management 

Theoretical Analysis  

One of the major human dynamics set off by M&A is decreased trust in organization (Pritchett, 
2003), and in general distrust can magnify the effect of other sources of resistance to change. Even 
when there is no obvious threat, a change may be resisted if people imagine there are many hidden 
agenda that will only become obvious at a later time. In this regard, mutual mistrust may 
encourage a leader to be secretive about the reasons for change, thereby further increasing 
suspicion and resistance.  Employees who had a low level of trust to begin with, become 
increasingly mistrustful of the firm and its management.  In many instances, they may even 
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become overtly and covertly antagonistic toward and paranoid about the combination.  Moreover, 
Buono & Bowditch (1989) mention that even organizational members who were initially 
supportively or willing to give the company the benefit of doubt perhaps often become skeptics or 
even cynics, scrutinizing and viewing with suspicion every remark or statement by management.  
According to Schweiger (2002), managers who lie or fail to keep promises immediately lose the 
loyalty and commitment of their employees, which can reinforce employee judgments for exits. 

3. Loss of Status and Identity 

Results 

From the interview with the BOD it was found that loss of status and identity were found. It was 
observed that the emotional attachment with the previous organization, especially with the sense 
local attachment, make people difficult to accept that at present the organizations that they work 
were no longer there, this situation creates a sense of resistance to change. 

Theoretical Analysis 

M&A typically involves one or both organizations abandoning an old and adapting to a new 
organizational identity. Social identity theory predicts that during the process of change, 
employees will react by clinging to their own group and trying to attain a positive position for 
their own group in the new organization (Haunschild et al. in Cartwright & Cooper, 1993)  

4. Lack of communication and Low openness 

Results 

During the FGD and Total Participative Transformation activities it was found that, the 
communication process and flows within the three companies nor between subordinates and their 
leaders was not very good.  In this regard, each side (companies) was not open in telling the truth 
about the strategy and information that they have and there is a tendency to hide the information 
for the benefits of each organization/company (their previous company before the merger). 

Theoretical Analysis 

During the process of M&A, organizational members begin imagining the worst about the 
consolidation as rumors and worst case scenarios are continually passed around the organization 
(Buono & Bowditch, 1989). In this regard, communication, particularly gossip, and trust are 
explored.  In a merger, where uncertainty exists, survivors often have limited control of 
resources and information (Searle & Ball, 2004).  Furthermore, Marcer (2005) mentions that 
with any M&A process, management must focus on communications as a priority for 
maintaining productivity and stakeholder confidence, both inside the company and in the market 
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place.  In this regard, a key tool used by organizations during M&A to foster a positive transition 
is via information (Shah in Searle & Ball, 2004). 

5.Culture Conflict/Clash 

Results 

It was observed that as the three organizations have their own cultures, in this regard each 
company has a pride in their own culture both organizational culture and local culture.  However, 
they also realized that the acculturation culture needs to be handled and the new culture should 
be established, but with condition that uniqueness in each culture still can be appreciated. 

Theoretical Analysis 

Researchers have proposed that when members of the combining organizations do not agree on 
the desired mode of integration, acculturative stress will result (Nahavandi & Malekzadeh, in 
Buono and Bowditch, 1989). Acculturative stress will also be highest when organizational 
members' desire to maintain their separate culture is strong, and at the same time the forces of 
organizational integration are also strong. Acculturative conflict has also been referred to as 
culture clash. Culture clash is a phenomenon that has been well documented in the M&A 
literature (Cartwright & Cooper, 1993). Culture clashes arise when people first notice the 
differences in ways of doing things (differences in communication style, planning, managerial 
authority, commitment, monitoring, teamwork, and others), which leads to attacking the other 
side and defending their own. Culture clash is even more likely when people feel threatened by 
the combination and losing their accustomed way of doing things. 

6. Lack of teamwork and synergy (intergroup competition)  

Results 

With the conditions of low trust, low openness and lack of communication within the three 
companies, as a result teamwork and synergy between the three companies were not developed 
optimally.  It was shown that each company still focuses only for the sake and benefits of their 
own company and not for the sake of the new company.  

Theoretical Analysis  

In the process of M&A, intergroup problem often arise, involving groups with conflicting 
purposes or objectives.  This condition known as intergroup competition that emerges when a 
group desires or pursues one goal while directly opposing the values of another group.  Further, 
the competition becomes a classic Pogo-type problem: We have met the enemy and it is us (Kelly 
in Brown, 2011). 
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7. Strong organizational politicking 

Results 

During the interview, it was observed that there were strong organizational politicking were done 
at the Directors’ level as well as at the First Echelon level. Based on the interview it was 
mentioned that many tricks and political actions were undertaken at the Director’s level. 

Theoretical Analysis 

Changes that threaten to lower the status or prestige of the individual or group will probably 
affect the anxiety.  When a proposed change appears to be detrimental to the vested interest of 
any group, the group will resist the change.  In this case, reorganization invariably implies a 
redistribution of power and influence, and individuals or groups who perceive a change as 
lessening their influence will strongly resist it (Brown, 2011).  These two conditions (threat to 
position power and redistribution of power), will create lots of organizational politicking.   
Furthermore, anxiety during the process M&A can also result in self-survival instincts in which 
employees engage in political maneuvering to protect their status, power, and prestige (Pritchett 
et al. 2003; Schweiger, 2002; Cartwright & Cooper, 1993).   Moreover, Pritchett et al. (2003) 
also mentioned that as people take steps to protect themselves, their careers, status, prestige and 
power, hidden agenda and political maneuvering become realities.  Interactions between 
organizational members are often described as a power game, and the result of destructive 
competition between people at all hierarchical levels will significantly detracts organizational 
goals and objectives (Buono & Bowditch, 1989).  As a result, this condition can create 
destructive competition that negatively impacts organizational performance. 

8. Job Dissatisfaction. 

Results 

Many employees were dissatisfied with the policy of compensation and benefits, and they 
demand organizational justice in terms of the HR policy, such as compensation and benefits, 
career and development. 

M&A Theoretical Analysis 

Using the theory of Organizational Justice, researchers mentioned that during M&A, employees 
pay close attention to how people are treated in terms of distributive, procedural, and 
interactional fairness (Greenberg, in Cooper & Cartwright, 1993). The M&A researchers also 
have consistently found that employees' perceived fairness of how both surviving and displaced 
employees were treated during the post merger integration period, will substantially influenced 
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their attitudes (psychological withdrawal) and behaviors (turnover) (Fried et.al Gutknecht & 
Keys, in Cooper and Cartwright, 1993). 

9. Self Perseverance (Self-Centered Activities) 

Results 

The phenomena of “me issue’s has appeared during the interview with the Board of Directors as 
well as during the FGD with the First Echelons from the three companies.  The questions such as 
what about my career/position next, my salary compare to others were found. 

M&A Theoretical Analysis 

During the process of M&A, there are anxieties and low trust exists.  Once trust begins to break 
down in an organization, people begin to increasingly fend for themselves, placing their self-
interest well above that of the organization (Buono & Bowditch, 1989).  In this regard, people 
take steps to protect themselves, their careers, status, prestige, and other benefits for them, and 
the phenomena of “Me issues (self centered)” has appeared.  As a result, instead of focusing their 
energies on the work process, these managers jockeyed for position with one another and 
attempted to enlist the support of their premerger employees.  The resultant power struggles 
intensified the we versus them hostilities between the groups. 

10. Anger, Hostile, Frustration, Stress and Distress. 

Results 

Anger, hostile, and frustration followed with stress and distrust were appeared during the 
interview with the Board of Directors.   

Theoretical Analysis 

During the process of M&A initially employees experienced shock, disbelief and grief.  These 
emotions were followed by resentment, anger and/or depressions.  This situation it is common 
for employees to high degree of anger, especially for long-term employees, managers and 
directors (Sinetar, 1981). Furthermore Sinetar (1981) mentions that managers and directors for 
example enter the field with a desire to provide structure, control and order to the organization.  
By exerting personal control over their company and their departments they are able to make a 
contribution to the organization and feel successful.  During the process of M&A, employees no 
longer feel in control, their personal power has lost, and he is no longer know what the future 
holds or where they stand in the organization. Furthermore, the perceived of low trust and threat 
of position/ job loss can also lead to increase worry and feelings of distress. 
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11. Role Conflict and Role Ambiguity 

Results 

It was observed during the interview with the Board of Directors, there were some role conflict 
occurred during the integration process. As the organization still under the final process of M&A, 
at present there were some role and positions still overlap, such as President Director of 
Manufacturing A is the same person with the Director of the merged organization.  As a result, 
often the Board of Directors experience conflict between remaining loyal to the old/previous 
coworkers/companies or implementing the changes required by the M&A, for example in dealing 
with the distribution of company’s profits among the three companies.   

Theoretical Analysis 

The theory of role conflict stated that employees may experience high degrees of role conflict as a 
result of new job demands related to the merger. Similarly, employees may also experience 
conflict between remaining loyal to old customers or coworkers and implementing the changes 
required by the M&A. Furthermore, Brown (2011) mentions that through role conflict and role 
ambiguity can contribute intergroup operating problems, however membership of individuals in 
two or more groups has the potential to reduce intergroup conflict. 

Table 1:  
The Relationship between Psychological Effects during M&A and Psychological Well Being. 
 
No Dimensions Or 

Variables 
Self 
Acceptance 

Positive 
relations 
With 
others 

Autonomy Environ-
mental 
Mastery 

Purpose 
in Life 

Personal 
Growth 

1. Uncertainty, 
Ambiguity, 
Anxiety 

__ __ Low 
Autonomy 

Low 
Mastery 

Low 
Purpose 
in Life 

__ 

2. Low of trust __ Low 
Positive 
Relations 

__ __ __ __ 

3. Loss of Status Low Self 
Acceptance 

__ Low of 
Autonomy 

__ Low 
purpose 
in Life 

Low of 
Personal 
Growth 

4. Lack of 
Communication 

__ Low 
Positive 
Relations 

__ __ __ __ 

5. Culture 
Conflict 

__ Low 
Positive 
Relations 

__ __ __ __ 

6. Lack of __ Low __ __ __ __ 
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Teamwork Positive 
Relations 

7. Strong 
Organizational 
Politicking 

__ Low 
Positive 
Relations 

Low of 
Autonomy 

__ __ __ 

8. Job 
Dissatisfaction 

Low Self 
Acceptance 

__ __ __ __ Low of 
Personal 
Growth 

9. Self 
Perseverance 

Low Self 
Acceptance 

Low 
Positive 
Relations 

__ __ __ __ 

10. Anger, Hostile, 
Frustration, 
Stress & 
Distress 

Low Self 
Acceptance 

Low 
Positive 
Relations 

__ __ __ __ 

11. Role Conflict 
and Role 
Ambiguity 

__ Low 
Positive 
Relations 

Low 
Autonomy 

__ Low 
Purpose 
In Life 

__ 

 
From the table above, it can be seen that the Dimensions of Low Positive Relations were found 
in the majority of the conditions.  In other words, it can be said that during the process of 
Mergers and Acquisitions the relationship with others are having difficulties, which as a result 
has an impact in creating low trust.  On the other hand, the condition loss of status seemed has 
the most negative impact on the dimension of Psychological Well-Being, as it creates Low of 
Self Acceptance, Low Autonomy, Low Purpose in Life and Low Personal Growth.    

Discussion 

This study has supported previous findings that mentions Mergers & Acquisitions often have a 
negative impact on employee behavior resulting in counterproductive practices, such as: 
absenteeism, low morale and job dissatisfaction (Nikandrou, et al. 2010).  In this regard, 
according to Etschmaier (2010), negative reactions and poor morale can be lessened by careful 
planning, involving members of each organization early, communicating regularly and 
effectively, providing training, support, and socialization, and respecting differences  

Moreover, some other sources of problems, such as blending of different organizational identities 
and cultures, are relatively unique to M&As. This implies that M&A related organizational 
change is perhaps more complex than any other type of large-scale organizational change 
because it needs to simultaneously address both the intra organizational dynamics of leading a 
large-scale organizational change and the inter organizational dynamics of blending two or more 
distinctive organizational identities and cultures into one (Cooper & Cartwright, 1993).  



Proceedings 4th Asian Psychological Association, Jakarta, 5-7 July, 2012 

 

15 

 

Moreover, it was shown in the research by that in a large scale organization change, the greater 
justice employees perceived in how the change was managed, the smaller the negative effect of 
the change initiative on employee outcomes (Oreg & van Dam, 2008).   

Based on the discussion about the strategy to overcome the psychological effects, it appears that 
some of the important factors affecting the successful outcome of M&A are good, open and 
honest communication and top management's ability to gain employee trust. These findings also 
supported the study by Nikandrou, et.al, (2010), which mention that there are a number of 
variables which bear an impact on managerial trustworthiness, and among them, frequent 
communication before and after acquisition, as well as the willingness of listening to the 
employee. Therefore, a carefully planned, employee-centered communication program, together 
with a good level of employee relations, seem to form the basis for a successful outcome as far 
as employee relations in the face of acquisitions is concerned. (Nikandrou, et al., 2010). 

Furthermore, by understanding the theoretical underpinnings of employee reactions to M&A, it 
can proactively develop interventions to minimize their negative impact.  In conclusion, it can be 
said that M&A is an important strategic choice for organizations to survive and prosper. 
However, advancement in managing M&A processes cannot be accomplished without enhancing 
the understanding of the human side of M&A.  In this regard, the focus on the human side of 
M&A promises to provide important insights into understanding the challenges faced by M&A.  

Limitations of the study 

This study is based on qualitative data collected from Interview, Focus Group Discussion (FGD), 
and Total Participative Transformation activities.  In this regard, data gathering from 
quantitative methods will create more understanding about the process of Mergers and 
Acquisitions.  Moreover, these study only involving First Echelons, and Board of Directors, 
allowing more respondents at different hierarchical levels will enriching the data of employees in 
general. 

Summary and Conclusions 

The process of M&A had been a stressful life event for all employees (from Top Management to 
the lowest level hierarchical employees). In this regard, it was observed that often there was 
evidence that it is the expectancy of change and fears of future survival, rather than actual 
change itself, which triggers stress during M&A. In general, there are several sources of 
problems associated with M&A that also related with large-scale organization change, such as 
strategic reorientation, downsizing and reengineering, as well as employee anxiety, role 
conflicts, employee displacement, and changes in job environments.  From the study itself, it was 
found that some of the psychological effects, as a result of M&A are as follows: 1) the conditions 
of uncertainty and anxiety; 2) low of trust, 3) loss of identity, 4) lack of communication, 5) lack 
of teamwork and synergy, 6) culture clash/conflict, 7) strong organizational politicking, 8) role 
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ambiguity, 9). Job Dissatisfaction 10) Self Perseverance and 11) Anger, Hostile, Frustration, 
Stress and Distress. 

Recommendations for Practice 

The objective of this study not only for the development of the knowledge about the human 
side of Mergers and Acquisitions, but also for practical benefits.  The followings are 
implications of this study for management and organizations involved in change 
implementation.  First, the process of communication is very important and should be put in the 
centre of attention during any change program, especially during large-scale organization change 
such as Mergers and Acquisitions. Second, management should develop a climate of trust for 
organization as well as for the leader.  Third, fair practices in the implementation of a change 
have significant associations with employee commitment to change. In this regard, managers and 
supervisors can promote fair implementation processes in many areas.  Such practices include 
thoroughly and truthfully communicating the details of the change in a timely and personable manner 
and thoroughly explaining each phase of the change.  
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