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ABSTRACT
BEYOND THE DEAL: Al, CULTURE AND M&A INTEGRATION
Disht Mahesh Advani
2026
Dissertation Chair: <Chair’s Name>

Co-Chair: <If applicable. Co-Chair’s Name>

This paper examines the acquisition outcomes throughout both pre-deal and post-merger
integration (PMI) stages. This study presents a new measure of organizational cultural distance
based on employee reviews on Glassdoor.com, calculated using a large language model. The
analysis covers 312 M&A deals between 2008 and 2025, allowing for an examination of cultural

effects over a longer period, including the Al boom in the year of 2024 and 2025.

The culture differences between acquirer and target organization might led to integration clashes,
negatively impacting both short-term capital market reactions and long-term synergies. Second,
this paper finds a positive relationship between cultural distance and acquisition premiums,
which supports previous research that cultural misalignment increases valuation uncertainty,
forcing acquirers to overestimate synergy possibilities. Hence this leads the acquirer to overpay

for the target.

The researcher also uncovers the cultural factors that drive impacts. Market orientation primarily
influences the performance of the deal, but hierarchical versus adhocratic orientations impact the

outcome of innovation, depending on whether innovation is measured through metrics such as



patents and / or new product development (NPD). This paper adds to the space of M&A research
by highlighting the impact of organizational culture on financial and innovation during the M&A
process. The findings extend from just academic to professional practitioners using the insights

obtained from cross border and domestic M&A deals.



TABLE OF CONTENTS

LIST OF TABLES ...t st IX
LIST OF FIGURES ..ottt bbbt X
CHAPTER | INTRODUCTION .....ccctiiiieiiie ittt sse e sse e ssasnens 11
1.1 INEFOTUCTION ...t bbbt 11
1.2 ReSearch ProbIEM ..o 17
1.3 Purpose of the RESEAICN..........c.civeiiie e 19
1.4 Significance Of the STUAY ........ccoriiiiiiiee e 20
1.5 Research Purpose and QUESTIONS .........cccueiuiiieiierieiie et 21
CHAPTER Il LITERATURE REVIEW .....ccoiiiiiiieeecee e 25
2.1 M&A deal lIfECYCI......ceeieee e 25
2.2 Organizational Cultural Distance, Capital Markets and Post-Merger
INEEGIALION ...ttt et sre e re e 27
2.3 Organizational Cultural Distance and Acquisition Premiums....................... 33
2.4 Organizational Cultural Distance and Innovation.............ccccceevevveiciieieenn, 37
2.5 SUMIMAIY ..ottt b et b e sb et e enneenne s 40
CHAPTER I METHODOLOGY ....otiiiiiieiieiie sttt sneas 45
3.1 Overview of the Research Problem ..........ccooeiieiiieiieseee e 45
3.2 Operationalization of Theoretical CONSLIUCES ...........cccovveveivieiieieccceceee 46
3.3 Research Purpose and QUESLIONS ..........ccooveierierieniniinesiseeee e 47
3.4 RESEAICH DESIGN......iciiiiieiti ettt ettt e e e e ae s 47
3.5 Population and SAMPIE .......c.oooiiiiiee 48
3.6 Participant Selection (Firm MatChing).........ccccoovveviiiiiieese e 49
3.7 INSEFUMENTALION ..ottt e e naeereenreeneens 50
3.8 Data ColleCtion ProCEAUIES...........ccviieieieiee e e 50
3.9 Research Design LIMItations ..........coveirieieneiene e 51
3.10 CONCIUSTON ..ttt bbbttt na e enbe e 52
CHAPTER IV RESULTS ...ttt sttt ane s 57
4.1 1dentification SrAtEQY .....cveivieiieiie et 57
4.2 Organizational cultural diStance MEASUIE ............coeoviireiieiineneseseeee e 58
4.3 DEPENAENT MEBASUIES .....ecuveeiereeiee sttt e st e et e et e e saa e s e e esreesreeanns 61
4.3.1 Capital market reactions and post-acquiSition Synergies...........c.coeeverennene 61
4.3.2 ACQUISITION PrEMIUMS .....cuiiiiieiie e 65
4.3.3 POSt-acqUISITION INNOVALION..........cciiiiiiiiiieieie e 65
4.4 CONLIol VArTiabIES ......cc.oiiiie e et 66
4.4.1 DAl CONLIOIS ...ttt 66

4.4.2 Acquirer and target CONIOIS........ccueiiiiiiieie e 67



CHAPTER V DISCUSSION ......oiiiiiiiiiiieiee et 70

5.1 DiSCUSSION OVEIVIEW .....eeviiniiieitisiesiesiesieesee ettt st e bt sse e 70
5.2 Research Question One (H1a) and (H1b) — Organizational culture distance,
capital market reactions and SYNErgY ..........cccoerererenieienisiereeee e 78
5.3 Research Question Two (H2) — Organizational cultural distance and
ACCUISTTION PIEIMIUIMS .....viiitieiteeie sttt ettt ste et esbe e e e sreenbeeneesreenreeneens 84
5.4 Research Question Three (H3) — Organizational culture, innovation and patent
=0T ESY 62> UA o] o ISR 86
5.5 DISCUSSION SUMIMEIY ....ouvitiiitiitisiesiesieee ettt nr e nne e 90
CHAPTER VI SUMMARY, IMPLICATIONS AND RECOMMENDATIONS........... 97
6.1 SUMIMAIY ...ttt nb e nne e 97
6.2 IMPIICALIONS. .. ..civiiii ettt et e e ae s 99
6.3 Recommendations for future research ...........ccoocvvceveere s 100
6.4 CONCIUSION ...ttt bbb e 101
N o = N I3 1 R 119
Appendix A — Examples associated with the four dimensions of the competing
Value FraMEWOTK ..o e 119
APPENDIX B - VARIABLE DEFINITIONS .......coooiiiiee e 122

REFERENCES ... .o 103



LIST OF TABLES

Table 1: Daily abnormal returns due to a deal announcement...........ccccceevevvereiieennen, 63-64
Table 2: Deals by Announcement Year (2008 t0 2025) .........ccecvvieiveresiinieesiesiennens 70-71
Table 3: DeSCrIPLIVE STAtISTICS ......ccveveiieiieeieceere e 72-75
Table 4: Indexed DeSCriptive StatiStiCS.........c.civveiiiiieiiere e 77-78
Table 5: Hla: Capital market reactions (CARS) ........cccevveiieieeie e 79-80
Table 6: H1b: Long-term Operating SYNEIgIes .......ccccvveveeieeieeie e s e esie e 82-83
Table 7: ACQUISITION PreMIUMS......ceciiiieiiecie ettt e sre e reesae e nreas 84-85

Table 8: Regression for innovation-based performance between 2008 and 2025 *p<10,

FX0<0.05, FFHFPC0.0L v es e eee e s e e e ee st ee e seneens 88-90
Table 9: Correlation COBTFICIENTS. ........cccuiiiiiiiiee e 92-94
Table 10: CVF Dimensions and Sample ReVIeW TeXt.........ccooevvieienencninienennns 104-105
Table 11: Independent VariablesS .........c.ocvieiieie i 106-107
Table 12: Dependent variables...........ccooviieiieiicieceee e 107-108
Table 13: Al-Era variables from 2022 t0 2025..........ccccooeiiriiiiiieie e 108-109

Table 14: CONrOl VariableS.....ooveeeeeeeeeeeeeeeeeeeeeeeeeeeee et ee e e e e e eeeeeeeereeeeeees 109-110



Figure 1:

Figure 2:

Figure 3:
Figure 4:
Figure 5:
Figure 6:
Figure 7:
Figure 8:

Figure 9:

LIST OF FIGURES

Kogut Singh (1988) Index formula ..........cccccviveiieiicieciese e 13

Competing Values Framework (CVF) adapted from Cameron and Quinn (2011)

............................................................................................................................ 14
SIMPHTIEd MEA PrOCESS.....cuveiieeiicie sttt 26
Hofstede Cultural Dimensions (1980) and readapted in 2001 .............ccccvvne. 28
Acquisition premium in M&A deals along the CVF dimensions...................... 34
Cultural distance and M&A OUICOMES .......cerueieierierieisierie e 44
Baseling SPeCITICALION .........coviiiiiiiiiic e 54
Deal OUtCOmME EQUALTON ......oouiiiiiiiciieccs e 57
Cultural DiStance EQUALION .........cccooiiiiiiiiieiee e 60

Figure 10: Market Model EQUALION..........cccoiiiiiiiieieieese e 61



CHAPTER I

INTRODUCTION

1.1 Introduction

Mergers and acquisitions (M&A) enable businesses to grow quickly and gain market space by
cutting costs or by joining forces (Haleblian et al., 2009). Furthermore, M&A can be seen as a
method to acquire intangible assets and / or innovative technology, which leads to long term
competitive advantage (Bauer and Matzler, 2014). Although M&A is assessed from a financial
perspective, the success of an M&A deal depends on factors that go beyond traditional financial
and valuation models. These factors include organizational alignment, innovation capability and
quality of the integration, rather than just focusing on shareholder value and synergy headlines

(Cho and Chung, 2022 and Ellis et al.,2011).

On a global scale, M&A activity rebounded in 2024 and continued to grow into 2025, with total
activity surpassing $3 trillion (Bain and Company, 2025 and Wiedemann et al., 2024). There has
also been an increase in large, capability-driven M&A deals. Nonetheless, a considerable number

of M&A transactions still fail to achieve their intended goals.

Historical evidence such as Rao-Nicholson et al. 2016, Cartwright and Cooper, 2014, Ferreira et
al., 2012 and Cartwright and Cooper, 1993 suggested that approximately half of all deals fall
short, highlighting the significance of non-financial drivers such as cultural mismatch
(Wiedermann et al.2024), human capital flight (Celestin, 2025), environmental, social and
governance (ESG) factors (Gao et al. 2025), and operational and integration blindness (Bauer

and Friesl, 2025) in particular in the post M&A deal performance.



For this research, culture has been seen as a key factor. Prior analysis (Shah, 2019 and Graebner
etal., 2017, and Marks and Mirvis, 1998) indicate that cultural differences between the acquirer
and target can destroy value and make the integration process more challenging, even though
there might be specific learning benefits between the organizations (Stahl and Voigt, 2008).
Recent Big4 survey from PwC (2025) reveals that executives are considering cultural

comparability in their decision-making process on whether to pursue a target or not.

Additionally, the survey reveals that the acquirer explores ways to retain key talent, understand
the differences in the decision-making styles, and create a high-level target operating model to
understand how the merged firm will operate prior to the deal signing. High profile deals often
attribute underperformance to cultural conflicts, emphasizing that cultural fit is important from

the initiation of the deal through the execution phase (Bauer and Matzler, 2016).

Organizational culture includes decision-making styles, informal control mechanisms and rituals
that influence daily operations, whereas national culture reflects broader social norms (Rottig,
2017, and Kirkman et al., 2006). There is a need to differentiate between the two organizational
and national culture. Numerous empirical studies have focused on national cultural distance,
which is frequently quantified using the Kogut—Singh Index (KSI) (Kirkman and Gibson, 2006,

Tihanyi et al., 2005 and Barkema and VVermeulen, 1997).

However, significant drawbacks of this approach have been brought to light by ongoing
measurement discussions (Hutzschenreuter and Voll, 2008 and Shenkar, 2001). To better

represent the integration processes in corporate mergers, academics have urged for more



standardized approaches across the industry (Cuypers et al., 2018, Maseland, Dow, and Steel,

2018).

Hofstede culture dimensions (2001) plays a critical role in identifying differences between the
acquirer and the target from an M&A context. KSI as a measure calculates the cultural distance
between the organizations by taking the normalized squared to understand the differences. The
researcher also ensures that no one dimension dominates the measure due to the special scale,
and hence the squared difference is divided to understand the dimension’s scores across the
countries A and B. These standardized values are then averaged across all aspects to yield a
single composite score, with higher values indicating a bigger cultural gap between the two

countries. The KSI formula is shown in Figure 1.

Figure 1: Kogut Singh (1988) Index formula

n

2
lix—I; 1
CDyj = %E

The cultural distance (CD) between country i (acquirer) and country j (target) is defined as:
Where:

I;;,,= score of country A i on cultural dimension k

I;;= score of country B j on cultural dimension k

V.= variance of dimension k across all countries

n= number of cultural dimensions (Hofstede model)
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Researchers are increasingly focusing on organizational culture such as routines, values, and
informal controls that shape incentives and coordination and are using employee-generated text
on a large scale to infer firm-level culture in a detailed, comparable manner. The Culture 500
project by MIT demonstrates the feasibility of analyzing large employee text with machine
learning and benchmarking it among each other across Fortune 500 companies (Sull et al., 2019).
Additionally, CultureBERT (a ROBERTa-based classifier) records employee reviews against the
Competing Values Framework as illustrated in Figure 2 (Cameron and Quinn, 2011), enabling
systematic computation of organizational cultural distance between acquirer and target (Koch

and Pasch, 2023, Sull et al. 2022, Li et al.,2021, Devlin et al., 2019, and Hoberg and Philipp,

2016).
Figure 2: Competing Values Framework (CVF) adapted from
Cameron and Quinn (2011) Flexibility and
Change
External Focus
Internal < > and
Focus al_nd Differentiation
Integration

Stability and
Control



Brede, Gerstel, Wohrmann, and Bausch (2025) present strong empirical evidence that
organizational cultural distance is a key factor in M&A success using natural language
processing (NLP) based measures. Their study which examines a sample of 243 transactions
from 2008 to 2025, finds that increased cultural distance is associated with substantial value
erosion in four crucial areas. The crucial areas are lower announcement window returns, lower
post-merger synergy realization, higher acquisition premiums, and drop in post-deal innovation

by the merged entity.

To contradict the above, Zhao et al. (2025) and Bauer and Matzler (2014) assume that where
cultural differences can offer complementary resources, these benefits in most cases outweigh
the cultural friction. The idea that investors consider such integration to be high-risk is supported
by the observed unfavorable market response to agreements between culturally different parties
(Stahl and Voigt, 2008). Additionally, in previous academic research the misalignment of
organizational culture is the main driver of synergy failure. Thus, employees need to work
together to influence the outcome of the M&A transaction rather than just focus on strategy

(Teerikangas and Very, 2006).

The Competing Values Framework (CVF) confirms that the success of a merger depends directly
on the companies rather than what country they are in. CVF concluded that when two companies
disagree on adhocracy versus hierarchy they tend to struggle to innovate. The CVF also looks at
specific office culture rather than national culture (Cameron and Quinn, 2011). Likewise, if the

companies have different approaches to how to run the business it tends to conflict and hence



results in clashes and often M&A failure (Shenkar, 2001). This method proves an analysis
further to that of Kogut-Singh index and looks at differences at a company level rather than just
focusing on a national average. Thus, this explains why so many M&A deals fail (Siromon and

Lane, 2004).

In order to test the stability of cultural distance across various macroeconomic regimes and
technology cycles, this paper builds on this foundation by extending the empirical horizon to the
2008-2025 period and expanding the sample to 312 completed transactions. This approach
increases statistical power (Hoberg and Phillips, 2016). The 20242025 spike in Al-related
strategic acquisitions, which challenges conventional cultural theories in the face of accelerated
integration timetables and increased talent retention risks, is particularly included in this

longitudinal scope (Sull et al., 2022).

Market data shows that Al-themed M&A transactions accounted for a significant number of
deals in 2025 (PwC, 2025). Stanford’s Al Index (2025) states that corporate Al investment
reached $252.3 billion in 2024 along with a notable year to over increase in Al related M&A
activity, which re-affirms this trend. The role of cultural friction becomes a critical factor in
determining whether these high premium investments achieve their intended synergies as boards
prioritize large scale transformations such as ERP transformations rather than automation and
machine learning (YYang et al., 2025). Li at al. (2026) along with Koch and Pasch (2023)
summarize that this large dataset enables a detailed analysis of how organizational culture affects

outcomes.



Two speculative improvements are prompted by observing culture through employee responses
in an Al-focused M&A setting. Firstly, traditional acquirers frequently give priority to
hierarchical or market orientations, Al-intensive targets are usually adhocracy-oriented and
engineering-focused (Cameron and Quinn, 2011). This interface frequently stifles the target's
creative DNA by causing friction in governance and autonomy (McKinsey, 2024 and Puranam

and Vanneste, 2016).

Second, acquirers may be willing to overlook cultural differences due to the strategic
requirement of Al. This suggests when the acquirer and target have similar strengths, those
benefits can cancel out the problems caused by cultural differences (Bauer and Matzler, 2014),
particularly in case of short-term market scenarios (Brede et al., 2025, Stahl and Voigt, 2008).
Many companies continue to misdiagnose these limited organizational risks, despite M&A
continuing to be a major engine for capability development (Bain and Company, 2025,

Teerikangas and Very, 2006, and Sirmon and Lane, 2004).

1.2 Research Problem

Despite decades of research, experts and practitioners remain divided on whether and how
cultural differences create or destroy value in M&A deals (Sarala et al., 2019, Stahl and Voigt,
2008, Weber et al., 1996). Early research on national culture by Kogut-Singh (1998) produced
conflicting results due to the use of inconsistent data across countries and hence relied on proxy

distance (e.g., Kogut-Singh), which was later criticized for conceptual and algorithmic flaws.



The field has turned towards organizational culture, but assessment has been limited until
recently with availability to employee data and transformer models (Moniz et al.,2024 and
Kobayashi et al, 2018). While the new measures better reflect the work-practice substance of
culture, their implications in capability-driven, high-velocity environments are not entirely

established (ibid).

The Al boom worsens this uncertainty. Deal value is significantly increased by the need to
acquire talent, data and infrastructure. This leads to an environment where implied autonomy and
knowledge are important for capturing deal value (Zhang and Miller, 2025). If cultural clashes
are mainly about coordination costs, identity threats, and integration bottlenecks, then it should
be stronger where know-how and time for integration is compressed. Alternatively, if strategic
complementarity dominates, then market reactions may be less punitive, and post transaction
performance may recover as autonomy-preserving post-merger integration roadmaps mitigating
friction (Zhang and Miller, 2025, Brede et al. 2024, Scicluna, G., et. al, 2022, Konara and Mohr,

2019, Stahl and Voigt, 2008 and Homburg and Bucerius, 2006).

Brede et al. (2018) showcased negative effects on market reactions, synergy realization,
premiums, and innovativeness, but these estimates were calibrated for 2008-2021 and do not
consider the Al boom. Though applied advice from Scicluna, G., et al. (2022) highlights the
importance of culture in M&A deals, the question it fails to answer is whether organizational
culture distance remains relevant across megadeals and more recently with Al transactions

(Zhang and Miller, 2025).



In a nutshell, there is a theoretical and empirical gap, and this paper investigates whether the
cultural distance affects the M&A process considering the Al capabilities races. Additionally,
megadeals, especially with an Al component, are under greater public scrutiny. As a result, the
researcher is evaluating whether the dimension specific patterns such as adhocracy/hierarchy for
innovation or market orientation impact the analysis (Bauer and Matzler, 2014 and Colman and

Lunnan,2011).

1.3 Purpose of the Research

The main objective of this paper is to provide a thorough, data-driven analysis of how
organizational culture distance affects the short- and long-term results of M&A. Using large-
scale employee-generated textual data and transformer-based NLP, this paper aims to increase
knowledge of the mechanisms by which cultural misalignment influences value creation at
different stages of the M&A process. Specifically, this paper seeks to:
1. Evaluate how organizational cultural distance affects capital market reactions (H1a) and
post-merger synergy realization (H1b) across two and four years.
2. Determine if cultural distance affects acquisition premiums (H2) by limiting acquirers'
valuation accuracy and capacity to estimate synergy potential.
3. Examine how organizational culture variations affect post-deal innovation performance,

with an emphasis on patent expansion (H3a) and new product development (H3b).

All these objectives support an examination of whether cultural distance hypothesis leads to
value creation or value destruction and furthermore support organizations in strategic planning or

post-merger integration planning and design.



1.4 Significance of the Study

The results of this paper provide contributions to both academia as well as practical use in the
field of mergers and acquisitions (M&A). From a theoretical perspective, the results confirm the
cultural difference hypothesis, indicating that organizational culture distance is negatively
associated with short term market reactions and long-term synergy realization. This offers
convincing evidence that cultural misalignment introduces coordination difficulties, post-merger
integration delays, and identity conflicts that offset potential learning benefits. The analysis
further indicates that changes in market orientation are primary drivers of adverse performance

outcomes (Eisend et. al, 2016 and Deshpandé and Farley, 2004).

This paper further expands on the valuation research by indicating that cultural distance causes
acquisition premium inflation. This arises because acquirers encounter increased ambiguity when
evaluating remote targets and overestimate synergy potential, providing a strong explanation for
the persistent misvaluation occurrences described by King et al. (2021), Lim et al. (2016) and

Bouwman et al. (2009).

Further to the financial metrics, this paper showcases new information that cultural differences
negatively impact post-deal innovation, with a sharp decrease in both patent and new product
development within two years of the acquisition. These effects are essentially the result of
misalignment between the adhocracy (innovation, flexibility) and hierarchical (efficiency,
stability) orientations. Lower adhocracy hinders exploratory creativity, while inflexible
hierarchical inclinations in either the acquirer or target organization stifle new product

development procedures in the combined company.



Secondly, this paper uses transformer-based NLP to quantify organizational culture distance on
close to half a million Glassdoor reviews. This method directly responds to long standing
criticisms of sample, or subjective survey-based culture assessments (Rottig, 2017, and
Teerikangas and Very, 2006). This paper improves independence, hardness, and replicability of
cultural assessment in M&A research by using the Competing Values Framework with high
accuracy transformer models, which have been established to improve prediction accuracy by up

to 28% to previous techniques (Koch and Pasch, 2022).

Thirdly, the results also support the differences in findings within prior literature (Rottig, 2017,
Stahl and Voigt, 2008), by showcasing strong linkage that cultural distance mainly acts as a
liability and not as an asset, in most post-merger integration contexts. This paper uses a
framework to analyze the cultural differences across a wide range of sectors and a larger sample
pool compared to previous research Liu (2022), Stahl and Voigt (2008), Tihanyi, et. al. (2005)

and Weber et al. (1996) that focused on a small sample size or a particular sector.

Lastly, this paper confirms the results by using not just financial measures but non-financial
measures which are important to better screen targets, propose the right price for valuation and

plan for innovation post the deal.

1.5 Research Purpose and Questions

The overarching research purpose is to analyze the impact of organizational culture distance on

M&A deals, including market reactions, synergy realization, acquisition premiums, and post-deal



innovation, using employee review data and confirmed by advanced transformer-based NLP.

The research questions and hypothesis are as follows:

1. Market Reaction (H1a)
» Research Question (RQ1): How does the culture distance between the acquirer and the
target impact capital market reactions to M&A announcements?

» Hypothesis: An increased cultural distance results in negative market reactions.

2. Synergy realization (H1b)
* Research Question (RQ2): Does cultural distance affect post-merger integration synergy
realization?
» Hypothesis: More the differences between the cultures, the increase in level of difficult for

the companies to work together.

3. Acquisition premiums (H2)

» Research Question (RQ3): Do differences in the organizational culture distance lead to
acquirers paying a higher acquisition premium because the acquirer cannot predict the
target’s value and quantify synergies appropriately?

» Hypothesis: The higher the difference in the organizational culture, more likelihood of the
buyer paying a higher premium for the acquisition.

4. Innovation and Patent Growth (H3a)
* Research Question (RQ4): Do differences in culture affect the buyer’s post-deal patent

and innovation growth?



» Hypothesis: Differences in culture results in reduced innovation, especially where

freedom and flexibility are valued.

5. Innovation and New Product Development (H3b)
» Research Question (RQ5): In what way does cultural distance influence the acquirer's
pace of new product development?
» Hypothesis: An increase in cultural distance tends to slow down new product
development, particularly when there is a significant misalignment in hierarchy

orientation.

Adhocracy, Clan, Market, and Hierarchy, and classified through CultureBERT analysis of
employee reviews from 2008 to 2025. This metric is utilized to analyze the variations in
outcomes of mergers and acquisitions across 312 transactions that involve a wide range of
acquirers and targets from 2008 to 2025. This includes the anticipated increase in Al-driven

strategic acquisitions between 2024 and 2025.

It allows for a more precise investigation into how the cultural distance between organizations
affects valuation (such as premiums and announcement-window Cumulative Abnormal Returns
(CARs), integration (specifically the realization of synergies over two and four years), and
innovation (including patents and new product development).

By providing an objective, scalable, and theoretically sound cultural metric based on
transformer-based analysis of extensive employee reviews, the study enables scholars and
practitioners to identify cultural mismatches in advance and to develop integration strategies that

preserve autonomy or are modular. These strategies help reduce friction while maintaining the



strategic objectives. The next chapter will provide the literature surrounding the topic of culture

in an M&A context.



CHAPTER II

LITERATURE REVIEW

2.1 M&A deal lifecycle

The larger framework of the deal lifecycle must first be understood to comprehend how
organizational culture affects mergers and acquisitions (M&A). The pre-deal, deal execution, and
post-merger integration phases comprise the majority of M&A operations, even though
individual transactions differ in complexity and duration. Different information needs,
coordination issues, and decision points are created at each level, which decide whether cultural

variables will subsequently facilitate value creation.

During the first stage, a business often informs an investment bank that it would like to either
acquire (acquirer) or be purchased (target). The investment bank then searches for candidates
that have the potential to be acquired (Zollo and Meier, 2008). According to Bodner and Capron
(2018), once a candidate is identified, thorough investigation of their financial and legal standing
and an evaluation of their operational effectiveness is completed to determine the process's

possible red flags and mitigations (Graebner et al. 2016).

The next stage is to negotiate the terms of the M&A transaction with the candidate if they are
amenable. Following the completion of the financial portion of the transaction, the acquirer
designs a strategy outlining how the business units' integration and general operations are to be
carried out post- merger integration (Puranam and Srikanth, 2007). The post-merger integration

phase (PMI), which starts after the strategic formulation, is when the companies try to achieve
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the synergies that the acquirer envisions, as seen in Figure 3 (Dikova et al. 2010, Calipha et al.

2010).

Figure 3: Simplified M&A process
Deal closing or
Search and Due-diligence Day 1 (start of - rcerﬁtnet epor;tti -
identify (3]9)] post merger ?PMI) ?an
integration phase) P

The M&A transaction closing those results (deal close or Day 1) in the formal transfer of control

Post-Merger
Integration phase
(PMI)

of the target company to the acquirer marks the beginning of the PMI phase (Gomes et al., 2013).
In other terms, when the keys of the house are given to the rightful owner completing all the
relevant procedures, the PMI process begins. Integration of the consolidating organizations into a
new combined entity is the goal of this phase (Weber et al. 2014 and Schweiger and Weber,
1989). To accomplish predetermined goals in this situation, it is very important to design an
integrative approach, communication techniques, and staff retention management (Weber et al.,

2014).

Graebner et al., (2017) sees PMI as a dynamic and multidimensional process. Although the
integration process is normally planned, the first feature suggests that it must be adjusted as new
opportunities and problems arise (Graebner et al., 2017). According to Vegas-Pires (2013), the
term "multifaceted” refers to the integration process's inclusion of numerous subprocesses. These
subprocesses are divided into procedural, physical, and sociocultural integration by Shrivastava
(1986). The goal of this integration is to harmonize and standardize processes across the

consolidated organizations.



Shrivastava (1986) focuses on how integration creates value and explains that physical
integration entails the combination of assets and resources to generate value. According to
Graebner et al. (2017), many different aspects of cultural, human and social elements of PMI are
considered in sociocultural integration, which is typically associated with tasks such as the
creation of new leadership, fundamental organizational structure changes, re-affirming

commitment to the organization (Shrivastava, 1986).

Researchers conclude that PMI is a significant factor in determining the success of M&As
(Bodner and Capron, 2018). The sociocultural factors associated with procedural and physical
integration types are ranked higher in priority than resource sharing and interunit capability
transfer by several academics (Hassett and Nummela, 2018 and Bjdrkman et al., 2007). When
considered collectively, the deal lifecycles emphasize that cultural impacts on M&A results is

not limited to the integration stage but rather across the entire deal lifecycle.

2.2 Organizational Cultural Distance, Capital Markets and Post-Merger Integration

Hofstede (2001) described culture as the collective programming of the mind that distinguishes
individuals from one another. According to Louis (1981) and Schein (1985), culture is often
perceived as an unofficial organization, primarily comprising of unwritten social beliefs,

conventions, and regulations shaped by the shared experiences and histories of its members.

Culture significantly influences social interactions by shaping expectations and determining

acceptable social behavior (Hofstede, 1980). It also serves as an organizational tool for managing
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the actions of individuals by providing a control system for setting objectives, assessing

deviations, and offering feedback, as depicted in Figure 4.

Figure 4: Hofstede Cultural Dimensions (1980) and readapted in 2001
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Chatman and O’Reilly (2016) suggest that through norms or social expectations, these social
control systems can effectively ensure predictable behavior among organizational members. As
noted by Chakrabarti et al. (2009) and Schneider (1988), culture is recognized as a multilevel
construct that operates at both the national and organizational levels, with changes in
organizational culture often reflecting disparities in national culture. However, Dahlgren and
Bausch (2019) and Dauber (2012) argue that differences in organizational culture may provide a
better indication of M&A performance than differences in national culture, as M&A deals

involve companies rather than countries.



Research supports the idea that organizational culture influences behavioral norms, decision-
making, and strategic initiatives such as outsourcing (Dahlgren and Bausch 2019), corporate
social responsibility (CSR) (Chen and Liu 2022), innovation (Buschgens et al. 2013), and M&A

(Bhagat and McQuaid 1982, Kirkman et al. 2006).

Regarding the impact of culture on M&A performance, numerous studies and analyses

conducted over the years have not reached a consensus on whether cultural differences between
the buyer and seller positively or negatively affect M&A performance (King et al., 2021, Rottig,
2017, Stahl and Voigt, 2008). Nonetheless, it is widely acknowledged that, independent of other
strategic factors, the cultural compatibility between the acquirer and the target influences M&A

performance (Bauer and Matzler, 2014).

With the objective to decodify M&A transactions, there is a distinction drawn between long-term
performance effects, typically measured using accounting-based metrics (Zollo and Meier 2008),
and short-term performance effects, often assessed by market reactions around deal
announcements (Aktas et al. 2011). In line with this tradition, this paper independently
hypothesizes how organizational cultural distance impacts both long-term synergies (H1b) and

short-term market reactions (H1a).

Literature further highlights that culturally diverse M&A deals provide for significant learning
opportunities that facilitate the profitable recombination of resources (Reus and Lamont, 20009,
Cording et al. (2008) and Sgrensen, 2002), The theoretical rationale explaining the benefits of

cultural differences to M&A deals is primarily based on the principle of interorganizational



learning. Acquiring a company with a different culture facilitates information transfer and
provides access to innovative methods (Chakrabarti et al. 2009), establishing a long-term source

of value creation (Sarala and VVaara 2010 and Morosini et al. 1998).

The data input and output, which suggests that both acquiring and target firms can benefit from
the diverse perspectives associated with increased cultural diversity (Reus and Lamont, 2009,
Gobmez-Mejia and Palich, 1997, Watson et al. 1993 and Kogut and Singh, 1988), argues that this
diversity enhances problem-solving, creativity, innovation, adaptability, and ultimately
performance (Chakrabarti et al. 2009, Morosini et al. 1998). For example, Krishnan et al. (1997)
concludes that M&A effectiveness is positively influenced by differences in the skills and
competencies of the acquiring and target management teams, as the strengths of one organization

can offset the weaknesses of the other.

According to recent industry data provided by BCG (2025), there was a notable increase in Al
related acquisitions in 2024 and 2025. This increase is mostly driven by companies looking to
acquire vital technical capabilities that cannot be created internally at the same pace. According
to PitchBook (2025), over 435 transactions over the $1 billion mark were reported in the first
nine months of 2025, indicating that megadeals associated with Al investment are increasingly

dominating global M&A activity.

In a similar vein, PwC (2025) notes that nearly 25% of all megadeals worth more than $5 billion
in 2025 included an Al component, identifying Al as the single most significant driver of the

increase in large-scale transactions. According to Corum Group (2025), these trends include the



acquisition of assets like data-center infrastructure, sophisticated model-training capabilities, and
specialized Al engineering talent capabilities that are increasingly seen as crucial for competitive
advantage. The importance of cultural conflicts during PMI is increased by the nature and

temporal sensitivity of these Al-specific resources.

Previous studies show that organizational culture variations can delay the integration processes,
casting doubt on the cultural-learning perspective's underlying presumptions (Vaara 2002 and
Weber et al. 1996). Divergent organizational routines, incompatible leadership styles (Billett and
Qian, 2008), or challenges in transferring knowledge can all lead to a cultural clash (Rottig 2017,
Ahammad et al. 2016 and Weber, 2011). For example, Datta (1991) finds that the realization of
expected synergies is greatly reduced when acquirers and targets have different managerial

methods in the United States (US) and United Kingdom (U.K).

These conflicts can also be explained by insights from social identity theory (Tajfel 1981, Turner
1982). Employees frequently display in-group biases that reduce intergroup trust and increase
conflict, especially during integration periods, also in accordance with Stahl and Voigt (2008).
Based on research by Renneboog and Vansteenkiste (2019), Akerlof (1997), and Arrow (1974),
such dynamics can hinder information transmission across merging companies and increase

employee resistance, which may inhibit decision-making and increase coordination costs.

Research indicates that this can significantly impair performance after acquisition (Cartwright
and Cooper, 2014, Rahahleh and Wei 2013, Weber and Camerer 2003 and Barkema and

Vermeulen, 1997). The practical relevance of these theoretical mechanisms is further supported



by empirical evidence linking culturally distant acquisitions to administrative disagreements

(Cartwright and Cooper, 1993) and inter-employee resentment (Buono et al., 1985).

These integration difficulties seem to be anticipated by financial markets as well. According to
King et al.'s (2021) meta-analysis, acquirers' short-term announcement returns are negatively
impacted by national cultural distance. Organizational culture studies provide similar evidence in
Ahern et al. (2015), and Aybar and Ficici (2009) and Chatterjee et al. (1992) demonstrate that a
company's stock performs worse when major news breaks if its culture is more at odds with what
the market expects. Cultural congruence is linked to improved announcement period returns and
long-term operating performance, according to more recent empirical research by Alexandridis et

al. (2022) and Bereskin et al. (2018).

Cultural differences have proved to serve as a disadvantage to several M&A transactions, as they
consistently hinder integration and synergy capture, evidenced by the analysis undertaken by
Stahl and Voigt's (2008) of over 10,000 M&A deals. Similarly, several other academics such as
Han (2024) and Conn et al. (2005) confirm cultural disparities can impact the overall
performance of an organization. To the contrary, Brede et al. (2024)’s findings suggest that

cultural integration is not a definite measure to support the future success of an organization.

The current wave of Al-driven acquisitions offers a particularly challenging setting for assessing
if cultural frictions continue to be significant. These purchases are marked by accelerated
integration timescales, high degree of know-how, and increased valuation uncertainty. According

to industry reports, Al-focused transactions were characterized by strategic urgency and made up



an increasing portion of significant transactions in 2025 (PitchBook 2025 and PwC 2025). The
robustness of the cultural-friction theory would be strongly supported if cultural misalignment
still has a negative impact on performance in the face of substantial technological
complementarities. Additionally, it can be argued that there is a lack of empirical evidence as Al

related M&A transactions are relatively new, and this was also stated in the paper by Han (2024).

This paper therefore proposes the following hypothesis:
H1la: Organizational cultural differences between acquirers and targets are inversely correlated
with capital-market responses to M&A announcements.
H1b: Organizational culture divergence between acquirer and target is inversely correlated with

long-term synergy realization.

2.3 Organizational Cultural Distance and Acquisition Premiums

Cultural distance influences post-deal results and are important during the pre-transaction and
transaction phases of mergers and acquisitions (Renneboog and Vansteenkiste, 2019). The
acquisition premium, or the excess paid above a target's pre-deal valuation, is one significant
way that cultural distance influences. The degree of synergy necessary for the transaction to be
value-enhancing is directly impacted by acquisition premiums, which result from negotiations
between targets looking to maximize price and acquirers trying to decrease it (Renneboog and
Vansteenkiste, 2019, Fan and Goyal, 2006, Schweiger 2002 and Sirower 1997). High premiums
typically negatively impact acquirer’s future performance following a transaction, according to
earlier research (King et al. 2021). Figure 5 provides an overview of the acquisition premiums in

M&A deals by mapping it with the CVF dimensions.
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Figure 5: Acquisition premium in M&A deals along the CVF dimensions
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The premium is influenced by several intangible elements in addition to quantifiable value
drivers (Meyerinck et al., 2025, Jenter and Lewellen 2015, Aktas et al. 2011 and Chatterjee and
Hambrick 2011). For example, an acquirer's price may increase due to growth pressures (Kim et
al. 2011), and inflated bids are linked to managerial overconfidence (Hayward and Hambrick,
1997). Positive CSR initiatives often result in higher premiums (Ozdemir et al. 2022), whereas
maneuvers that increase the acquirer's negotiating power, like earnings management, can lower
premiums (Baik et al. 2015). The social networks of acquirers are especially important because,
according to Haunschild (1994), businesses frequently adopt the pricing and behavioral patterns

of their network partners.



Premiums are also shaped by target-side characteristics. The price paid may rise as a result of
resistance behavior, deliberate information concealment, and efforts to signal quality, such as
stepping up alliance activities or hiring reliable advisors (Eckbo, 2009 and Akerlof, 1970). These
strategies are especially noticeable in cross-border or cross-industry M&A transactions, when
there are more knowledge gaps between the parties, making visible indications crucial for

valuation (Reuer et al. 2012 and Connelly et al. 2011).

Additional complication is added by cultural influences. There is supporting evidence outlining
consistent cross-country disparities in premiums for US and UK target (Rossi and Volpin, 2004).
Similarly, non-US purchasers often bid more aggressively for US enterprises (Hope et al., 2011).
Recent research by Li and Haleblian (2022) demonstrate that acquirers from cultures with a
reduced tolerance for uncertainty pay lower premiums, whereas those with a stronger focus on
the future pay larger ones. According to Lim et al. (2016), structural uncertainty and high
information costs are responsible for the asymmetric impacts between national cultural distance

and acquisition premiums.

These results are consistent with theories of cultural differences, which contend that cultural
distance makes it more difficult to assess and integrate a target, increasing the risk of mispricing
and due diligence expenses (Mukherji et al. 2013 and Roth and O'Donnell 1996). According to
Gomes et al. (2013) and Angwin (2001), acquirers' due diligence and interpretation of target
disclosures are influenced by national cultural variations. Giannetti and Yafeh (2012) contend
that cultural remoteness increases enforcement costs from a contracting standpoint, but Baik et

al. (2015) principally credits the effect to increased information-gathering costs.



Applying this reasoning to corporate culture, disparities in cultural characteristics might result in
different approaches, frameworks, and standards of behavior (Zheng et al. 2010). These
differences make proper appraisal more difficult by increasing information asymmetry and
contracting costs (Wang et al. ,2020 and Bell et al. ,2012). It is not unexpected that premiums
tend to increase with cultural distance because ambiguity increases the risk of overpayment
(Moeller et al. 2007). This idea is supported by empirical research. With the lowering of
information asymmetries, acquirers who have previously interacted with a target or have similar
experience in typically pay lower premiums (Smeulders et al. 2023, Martin and Shalev 2017 and

Carow et al. 2004).

According to Gupta and Briscoe (2020) and Alnahedh and Alhashel (2021), managers who have
similar political inclinations might increase transparency and decrease miscommunication.
Notably, Pan and Zhang (2022), acquirers pay lower premiums when both parties speak the same
dialect, which they attribute to better information flow and decreased transaction uncertainty.
Thus, it can be concluded that language is a crucial part of organizational culture (Srivastava et

al. 2018).

These valuation issues have been made more difficult by the recent spike in Al-focused
acquisitions in 2024-2025. Notably, driven by the lack of expertise in Al, technological know-
how and bidding rivalry making the valuation unpredictable. According to industry data, Al-
related transactions currently make up an increasing portion of megadeals (PitchBook,2025 and

PwC,2025). These M&A transactions rationale is to acquire key personnel, data center capacity



and infrastructure (Maisenhelder et al., 2025). These circumstances increase the likelihood of

mispricing by intensifying the informational friction brought about by cultural distance.

This theory is further supported by recent research that uses employee-generated cultural data.
Greater cultural diversity consistently raises premiums, showing lower valuation accuracy,
according to studies like Brede et al. (2024). It is also possible to evaluate if this association
holds true in the context of the Al-driven acquisition wave, when rivalry, uncertainty, and

knowledge are particularly noticeable.

This paper proposes the following hypothesis:
H2: Acquisition premiums are positively correlated with the gap in the acquirer and target

organizational culture

2.4 Organizational Cultural Distance and Innovation

Cultural distance often makes organizational transformation significantly more challenging and
makes it harder to integrate two businesses after an acquisition. Organizations with highly
centralized and regimented structures typical of hierarchical cultures tend to be resistant to the
adaptable and flexible procedures necessary for seamless integration (Cameron et al., 2006).
Significant structural adjustment is usually necessary when such organizations are linked with
businesses whose cultures prioritize informality, collaboration, and open information exchange
(Cherchem, 2017 and Long and Fahey, 2000). If organizations are too rigid in their ways, they
struggle to innovate especially in times where the focus should be on innovation. This can hurt

an acquirer’s ability to develop new ideas over a long period of time (Buck and Shahrim, 2005



and Covin and Slevin, 1988). Buck and Shahrim (2005) used specific examples relevant to M&A

deals within Germany.

An additional perspective on these conflicts is offered by social identity theory. In-group
prejudice, which lowers trust, restricts communication, and hinders information transfer between
members of the acquiring and target organizations, is fostered by high levels of cultural distance
(Christoffersen et al. 2014, Turner 1982, and Tajfel, 1981). These interpersonal obstacles hinder
cooperative problem-solving and have a detrimental impact on the development of original
solutions (Zaheer et al. 1998). The importance of cultural alignment is supported by more recent
research. Bereskin et al. (2018) demonstrating that cultural similarity enhances post-deal

operating performance by facilitating the interpersonal dynamics that support integration.

The possibility of successfully coordinating R&D and new product development (NPD) efforts is
significantly diminished by cultural distance. Cultural background has a significant influence on
codes of ethics (Langlois and Schlegelmilch 1990), decision-making processes (Schneider and
Meyer, 1991), and organizational procedures (Child et al. 2003), which increases the likelihood
of conflicts in collaboration. Divergent practices and viewpoints hinder the successful integration
of technical and creative capabilities and increase administrative and coordination expenses
(Kogut and Singh, 1988). These results are consistent with more extensive empirical research
demonstrating that companies operating in culturally remote environments have more

organizational difficulties during mergers and acquisitions (Remanda, 2015).



To expand on this perspective further research has been carried out. Notably, Yu et al. (2024)
emphasizes that there are mismatches in cultural dimensions such as power distance. This can
cause issues with the post-merger integration performance. Remanda (2015) illustrates that for
the M&A deal to be successful, the acquirer and target must be open about their culture to one
and other. In the event they are not a good match, the implications are higher than just causing
clashes, it hinders innovation from happening. The cultural clash causes business disruption and
day-to-day operational issues and does not allow the companies to stay competitive especially in

the case of companies that rely entirely on innovation (Abravanel et al., 2024).

Further evidence that organizational cultural variations might significantly impact post-
acquisition performance comes from research conducted in emerging markets. According to
Savovic¢ et al. (2021), perceptions of organizational change and the performance of the acquired
firm are influenced by cultural differences, the cultural factor most likely to be disrupted during
post-merger integration is innovation. This is consistent with data from more general
organizational-culture research demonstrating that innovation is positively impacted by creative
and adaptable cultures, such as clan and adhocracy types, while it is suppressed by hierarchical

structures.

Lastly, research such as Roshaun (2025) and Savovi¢ et al. (2021) highlights the significance of
cultural closeness for innovative outcomes. There are also studies on how M&A affects morale
of the employees, post-acquisition effectiveness and what is the impact of the similarity in

organizational values and communication standards to the M&A deal (Roshaun, 2025). These



findings support the idea that cultural distance directly affects inventive performance, especially

when it comes to communication quality, psychological safety, and group problem-solving.

The following hypothesis are put forth earlier in the study in light of the previously mentioned
points:

H3a.: The acquiring company's post-deal patent growth is negatively correlated with
organizational cultural distance.

H3b.: The acquiring company's post-transaction new product development (NPD) is negatively

correlated with organizational cultural distance.

2.5 Summary

Together, the sections show how cultural distance has complex and frequently significant
implications at every stage of the merger and acquisition (M&A) process. Cultural mismatch
affects immediate stock-market reactions (Zollo and Meier 2008), sociocultural integration
(Brede et al., 2024 and Stahl and Voigt, 2008), synergy realization (Han,2024), and long-term
operational success (Bauer and Friesl, 2025), according to a large body of empirical research.
Organizational culture reviews show that, especially in modern deal environments, integration
outcomes are highly dependent on how well firms balance identity, values, and routines during
post-deal restructuring, with cultural friction receiving more consistent empirical support than
cultural-learning perspectives (Remanda, 2015). Cultural distance lowers announcement-period
returns and future synergy capture, with disparities in market orientation particularly harmful,
according to more recent research based on organizational culture data, particularly those that

use employee-reviews (Bereskin et al. 2018).



Notably, long before post-merger integration begins, the binding offer for the deal is also
influenced by cultural remoteness. Cultural remoteness makes due diligence more difficult and
raises valuation uncertainty by magnifying information irregularities and hiding target
capabilities (Zhang and Miller, 2025 and Angwin, 2001). This is consistent with previous
theoretical findings that highlight how cultural variations in communication styles, decision-
making, and governance methods impact transaction valuations (Child et al., 2003). The larger
the cultural distance causes acquirers to overestimate synergy potential, which results in larger

premiums for the acquisition.

This impact is commonly attributed to misvaluation coming from cultural friction, according to
extensive organizational-level data. The micro-level mechanism connecting mispricing to post-
deal underperformance is reinforced by recent employee-text-based studies that consistently
demonstrate a positive association between organizational cultural distance and acquisition

premiums (Brede et al. 2024).

Additionally, the practice of making deals exacerbates cultural influences. Businesses must
evaluate organizational norms, communication styles, ethical standards, and managerial practices
in addition to financial and strategic factors during due diligence (Zhang and Miller, 2025, Brede
et al. 2024, Angwin, 2001, Schneider and Meyer 1991 and Langlois and Schlegelmilch, 1990).
The 2024-2025 wave of Al-related megadeals, which PitchBook and PwC described as
capability-driven and highly accelerated, exposed firms to unprecedented valuation and

competitive bidding pressure. These factors have become more important as M&A transactions



become more complex and time compressed. Cultural distance becomes a crucial factor in deal
mispricing in these situations since acquirers with little cultural awareness find it difficult to

assess the highly specialist and assets typical of Al targets (Corum Group, 2025).

Cultural remoteness has long-lasting implications on innovation results that go beyond valuation.
According to the Competing Values Framework (CVF), new product development is weakened
by misalignment with hierarchical cultures, whereas exploratory and experimental innovation,
including patent creation, is undermined by misalignment with adhocracy cultures (Martinez-
Azla et al. 2024 and Eisend et al. 2016). Misfit disrupts the trust, information flow, and cross-
functional coordination required for successful innovation, according to organization-level M&A
studies that show patenting and NPD consistently decline in the two years after acquisitions of
culturally distant targets (Blschgens et al. 2013). Cultural distance creates communication
hurdles that hinder the exchange of information, a fundamental component of innovation

performance, according to more recent findings from cross-border M&A study (Yu et al. 2024).

In settings with a lot of technology, these impacts are amplified. Rapid integration timescales, a
lack of technical manpower, and a high level of acquired knowledge characterized the 2024—
2025 Al acquisition wave. In these circumstances, organizational agility, psychological safety,
and decentralized decision-making are essential for innovation. These characteristics are
incompatible with integration approaches that are hierarchical or culturally misaligned. Cultural
distance has the greatest impact on innovation-related cultural aspects, especially in situations
that call for quick adaptation, according to evidence from emerging-market acquisitions (Savovi¢

et al. 2021).



Overall, the body of research shows that organizational cultural distance frequently overshadows
any potential learning advantages from cultural diversity by creating uncertainty, inflating
acquisition premiums, weakening integration effectiveness, and stifling creativity. This supports
the idea that fine-grained organizational cultural diagnostics should replace coarse national-
culture proxies. For assessing CVF-related cultural profiles and measuring cultural distance,
transformer-based NLP tools like CultureBERT, which are based on employee review corpora,

offer scalable, objective, and theoretically supported methodologies (Brede et al. 2024).

The main ways that corporate cultural distance affects M&A outcomes are summarized in Figure
6. Cultural misalignment contributes to higher acquisition premiums, weaker synergy realization,
and lower innovative output by first increasing information asymmetry during valuation, then
creating coordination and identity frictions during integration, and finally undermining
knowledge sharing and collaboration. This phased method emphasizes the significance of
evaluating cultural compatibility early in the deal process and explains why cultural distance has

been repeatedly associated with worse short- and long-term M&A performance.
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Figure 6: Cultural distance and M&A outcomes
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These diagnostic tools are becoming essential for navigating the complexity and speed of
contemporary Al-driven M&A because they allow for accurate assessment of cultural risk in
pricing, support the design of autonomy-preserving or modular integration structures, and
safeguard innovation processes where adhocracy characteristics are crucial. The next chapter will
provide an overview of the methodology used, followed by the results and discussion on the

topic.



CHAPTER IlI

METHODOLOGY

3.1 Overview of the Research Problem

This paper addresses the impact of cultural compatibility on M&A success. Although financial
and strategic synergies often dominate leadership attention during the post-merger integration
phase, research is consistently indicative of differences in corporate values, leadership styles,
and employee experiences collectively summarized as cultural distance, are among the main
causes of integration failure (Reus and Lamont, 2009, Cording et al. (2008), Stahl and Voigt,

2008 and Weber and Camerer, 2003).

Cultural misalignment has been shown to impede knowledge transfer, reduce employee morale,
and increase turnover, ultimately diminishing the realization of expected synergies (Morosini et
al., 1998, Datta and Puia, 1995). This study investigates whether employee generated data, such
as workplace reviews and textual descriptions of company culture, can forecast these cultural
differences before the deal is executed. Such data-driven cultural metrics have recently gained
traction due to their ability to capture bottom-up cultural signals that traditional surveys or

executive-level assessments often miss (Li et al., 2021 and Kang and Kaplan, 2020).

The researcher places particular emphasis on Al-driven acquisitions, where organizational
agility, innovation climate, and employee expertise play disproportionately important roles in

determining value capture (Colombo and Rabbiosi, 2014 and Ahuja and Katila, 2001). Given



that Al firms rely heavily on knowledge and high-skilled talent retention, cultural compatibility
becomes an even stronger predictor of post-merger success (Puranam et al., 2009 and Kapoor

and Lim, 2007).

3.2 Operationalization of Theoretical Constructs

The key theory is cultural distance, which measures how different a company's culture is from
what employees think it should be. To analyze cultural distance, the researcher used information
from Glassdoor, a website where employees share their thoughts and feelings about their
workplace. This approach provides subjective and anonymous information shared by employees,

making it a valuable source of qualitative data regarding the company’s culture.

The researcher collected two kinds of information: quantitative and qualitative. Quantitative
data included employees’ ratings of their bosses, their work-life balance, and the company's

values. The qualitative data includes open-ended feedback, pros, and cons that employees share.

By analysing both types of data, the researcher can get a deeper understanding of a company's
culture and how it affects its employees. To operationalise deal success, Securities Data
Company (SDC) reported transaction data are obtained from Refinitiv and S&P Capital 1Q Pro,
following established standards in empirical M&A research (Bereskin et al., 2018 and Bena and
Li, 2014). Prior literature suggests that such misalignments can materially influence integration
outcomes, synergy realization, and post-merger performance (Stahl and Voigt, 2008 and Weber

and Camerer, 2003), underscoring the validity of this approach.



3.3 Research Purpose and Questions

The main purpose of this paper is to determine the extent to which pre-deal cultural mismatch, as
captured through decentralized employee-generated reviews, affects M&A outcomes over a long
time horizon between 2008 to 2025. Prior research suggests that cultural misalignment is a
central factor in post-merger integration challenges (Stahl and Voigt, 2008 and Weber and
Camerer, 2003), but little is known about whether employee-level digital traces can anticipate
these frictions before the deal. The research aims to answer the following:

e Can Glassdoor data predict deal success or failure based on cultural distance?

e Has the Cultural Friction Hypothesis held during the 20242025 surge in Al-driven

acquisitions, compared with traditional industry deals?

3.4 Research Design

This research uses a combination of qualitative and quantitative to explore how cultural
differences affect the results of mergers and acquisitions (M&A) deals. It brings together
information from many sources, including deal details from SDC Platinum, financial
performance data from Refinitiv or S&P Capital 1Q Pro, and what employees think from

websites like Glassdoor.com.

By combining quantitative measures of cultural distance with an analysis of the words and
stories behind the numbers, the study aims to get a better understanding of how cultural
misalignment impacts the outcomes of these big business deals. The goal is to see how

differences in culture between companies can influence the success or failure of a merger or



acquisition, and what this means for businesses planning to grow and expand through these

deals.

To understand cultural distance, the researcher explored what employees say in their reviews,
and also use numbers to analyze this information. This method is based on what other
researchers have done before, similar to Li et al. (2013), and Kang and Kaplan (2020), who used
data from employees to measure the culture of a company. The researcher used reviews from
Glassdoor, which has a system where people can give and get reviews, and this helps make sure

the ratings are fair and the data is good to use (Hasan et al. 2019).

3.5 Population and Sample

The dataset initially contained data from 32,320 M&A transactions via two reliable sources:
Thomson Reuters and S&P Capital 1Q Pro. To ensure the data was accurate and relevant, the
researcher filtered out data points which will be explained later in Chapter 4, just like other
researchers have done in the past (Ahmed et al., 2023 and Bena and Li, 2014). This helped

narrow down the sample and focus on the most important information.

The amount of the deal has to be more than $1 million, which is the usual minimum for big
corporate finance and M&A deals. Before a deal can happen, both the company that's buying and
the company being bought must have their shares available for the public to buy and sell. When a
company buys another company, it needs to get more than half (over 50%) of the shares to have

a controlling interest. This means the buyer will have the power to make big decisions. To make



sure the results are not skewed by differences in company culture, buyers from the financial

services and investment banking sectors were left out of the study.

Additionally, companies need to have their main office in Europe, the United Kingdom, or North
America. This is because these areas have the most consistent and widespread employee review
coverage, and most of it is in English, as noted by Kucher et al. (2021). After using these filters,
the dataset was narrowed down to 4,558 transactions, which covered a period of 17 years, from
2008 to 2025. Rubin (2006) in this book uses propensity score matching which has also been

used and is the pioneer in observational research.

3.6 Participant Selection (Firm Matching)

To match or correlate the transaction data from SDC with the profiles on Glassdoor, a = fuzzy-
string matching was used. However, cases with a similarity score below 0.8 underwent manual
checks. This involved checking the company's website, where their headquarters is, when the
company was founded, and what kind of industry they are in. To make sure the statistics are
reliable, the study only analyzed companies that had at least ten employee reviews in the years
before the acquisition was announced. This minimum number of reviews is often used in
research on employee opinions to ensure that the company's culture is clearly reflected. For
example, studies by Hassan et al. (2019) and Guiso et al., (2015) also used this threshold to get a

strong sense of a company's culture.



3.7 Instrumentation

Glassdoor’s proprietary review platform is the primary tool for measuring organizational culture
in this study. It provides two data structures: quantitative metrics (Sub-Ratings) where reviewers
provide five-star ratings across seven dimensions such as Overall Rating, Career Opportunities,
Compensation and Benefits, Work/Life Balance, Diversity and Inclusion, Senior Management
and Culture and Values. Typically, these distributions tend to follow a standard pattern, which
helps to minimize worries about ratings being inflated or people giving extreme responses, as
noted by Chemmanur et al. (2019). Furthermore, qualitative metrics (textual input) analyzes how

companies match up, it is helpful to understand the rationale driving the employee feedback.

To do this, reviewers were asked to share their thoughts in two important areas which are pros
and cons of working at the company. These thoughts are then used to create a cosine similarity
score that shows how similar the values of two companies are.This is a way to measure how
closely the words and ideas used by one company match up with those used by another. This
approach is based on methods that have been used before to study company cultures using

computers (Bao et al., 2022 and Hoberg and Phillips, 2010).

3.8 Data Collection Procedures

The data collection window spans 2008 to 2025, capturing both pre-Al-era acquisitions and the
recent surge in Al-driven strategic M&A, where cultural and human-capital considerations are
especially salient (Ahuja and Katila, 2001 and Puranam et al., 2009). After carefully considering

all the selection and matching criteria, the study finally used a dataset consisting of 312 M&A



deals, 437 distinct organisations, and a large set of individual employee reviews. These elements

work together to calculate how well two companies' cultures will mesh when one buys the other.

3.9 Research Design Limitations

The research design of this paper contains constraints related to the data collection method. First,
employees with strong opinions are more likely to contribute to Glassdoor reviews because they
are voluntary (Chemmanur et al., 2019). Despite the fact that the Glassdoor model's give-to-get
approach reduces response bias (Chemmanur et al., 2019), the dataset might not accurately

represent the opinions of the whole workforce.

Additionally, review content is not checked, which increases the possibility of reporting errors.
Despite these drawbacks, new research supports the use of large-scale textual review data since it
offers more detailed and comprehensive insights into organizational culture than small-scale top-

management surveys (Campbell and Shang, 2021 and Rottig, 2017).

Second, the SDC database is limited by reporting lags and potential omissions, particularly for
deals involving private firms or incomplete disclosures (Renneboog and Vansteenkiste, 2019).
Missing values for deal characteristics further constrain model specifications. Nonetheless, SDC
remains the most widely used and reputable global repository for M&A transactions, and its

structured, standardized variables enable comparability across deals (Ahmed et al., 2023).

Another drawback of combining Glassdoor and SDC data is the possibility of matching errors

due to variations in corporate naming traditions, subsidiaries, or review timing. The effective



sample size may decrease as a result. However, by connecting internal cultural characteristics to
external M&A outcomes, merging employee-level sentiment data with firm-level transaction

data provides a distinct and convincing analytical benefit.

3.10 Conclusion

To understand how culture affects companies when they merge, the researcher considered a
framework that includes various factors to conclude how well two companies will work together
after they join. First, it tries to figure out the hidden cultural aspects of each company by
analyzing what employees say about their workplaces. Then, it measures how different the
cultures of the two companies are before they merge. Finally, it analyzes how this cultural
difference affects the success of the merger after it happens. The process is done in three parts:
first, using computer programs to understand the language used by employees, second, creating a
way to measure the cultural differences between the companies, and third, using economic

models to see how these cultural differences impact the merger's success.

First, the researcher uses NLP extraction techniques. For instance, textual analysis is applied to
the 347,279 acquirer and 68,069 target reviews drawn from Glassdoor’s pros and cons sections.
Following that the researcher uses a computer model to translate the corporate comments and
cluser them. Instead of just counting words, the researcher analyzed the text and clustered the
data based on similarities and dissimarities. This allowed the reseacher to see deeper than just
words, it revealed whether the companies share similar culture, management styles, decision
making and all in all whether the companies have cultural synergy. Lower cosine similarity

indicates reflects a higher cultural distance between the firms.



Secondly, Construction of the Cultural Distance Measure (CDM). When this paper analyzes how
well two companies fit together, it use a combination of qualitative and quantitative measures to
get a sense of their cultural alignment. The study draws on data from Glassdoor, which rates
companies across seven key areas: overall satisfaction, career opportunities, pay and benefits,
work-life balance, diversity and inclusion, senior management, and company culture and values.
According to research on Glassdoor ratings, these scores have a normal distribution and serve as
a valid measure of a company's overall health (Green et al., 2019). Because of their statistical
stability, they are a common indicator for academics comparing different organization’s
corporate cultures and employee sentiments following a merger or acquisition (Huang et al.,

2015).

To calculate the cultural distance between two companies, the researcher analyzed the
differences in their ratings across these seven areas. For example, there might be a comparison of
how employees rate their senior management team or their work-life balance. This paper uses a
mathematical formula to calculate the distance between these ratings, which gives us a sense of
how similar or different the two companies are. Furthermore, this paper then combines this
quantitative data with a qualitative assessment of the companies' cultural fit, based on an analysis
of their values and mission statements. This gives us a more complete picture of the cultural
mismatch between the two companies, and helps us understand how well they are likely to work

together.

By using a combination of quantitative and qualitative data, the researcher can get a more

nuanced understanding of the cultural dynamics at play, and make more informed decisions



about potential partnerships or mergers. This approach is consistent with other research that has
used a combination of textual and survey-based data to assess company culture. Lastly, by taking
a hybrid approach, the researcher gains a better understanding of the cultural factors that drive
business success, and make more effective decisions about how to build and manage

organizations.

Thirdly, Econometric Assessment of Cultural Distance and M&A Outcomes. The relationship
between cultural distance and post-acquisition performance is estimated using a panel
fixed-effects design common in the M&A literature (Bena and Li, 2014, Petersen, 2009). The

baseline specification is in Figure 7:

Figure 7: Baseline specification

Performance;; = a + p1(CDM;;) + B, (Controls;;) + Yinaustry + Oyear + €it

Where:
e Performance;, denotes post-deal outcomes for deal,
e o measure how much a dependent varibale changes in cultural distance, ensuring the
other variables remain constant,
e [:(CDM;.) accounts for the preannouncement,
e f,(Controls;,) is includes standard controls,
®  Yinaustry @Nd 8,4, denote industry and year fixed effects, and errors are clustered at the

firm or deal level, as appropriate (Bereskin et al., 2018 and Petersen, 2009).



To account for the 2024-2025 surge in Al-intensive transactions where knowledge and talent
retention heighten the salience of culture indicators and interactions for Al-related deals are
included, and complementary sub-sample analyzes are conducted (Puranam, Singh, and
Chaudhuri, 2009 and Ahuja and Katila, 2001). This approach allows us to see if a company's
cultural differences - based on what employees say - can affect how well two companies work
together after a merger, and how well they perform overall. It looks at more than just financial

and structural factors, which have been studied before in the context of mergers and acquisitions.

The main factor the researcher analyzed is the Cultural Distance Measure, which is a way to
measure how similar or different two companies are based on what their employees say about
them on Glassdoor. This approach is similar to what other researchers have done in the past,
where they used language and employee feedback to understand a company's culture. To make
sure there is no confusion between the impact of culture with other factors such as money, the
study also analyzed factors including the size of the companies, how well the companies are
doing financially, and how much they spend on research and development. The study also
controlled for other factors that can affect how well a merger works, namely how much the
buying company is worth, what kind of investment opportunities they have, and how well they

can absorb new ideas.

The model takes into account the industry and year of each merger, to account for differences
between sectors and changes in the economy over time, including the recent surge in acquisitions
driven by Al. The researcher also ensured the statistics were robust by adjusting standard errors

for correlation purposes at the firm level. In this model, the dependent variable Performance is



quantified using post-M&A financial measures obtained from Refinitiv and S&P Capital Pro.
Control variables are integrated in accordance with established empirical standards (Bereskin et
al., 2018, Bena and Li, 2014), such as organizational size, leverage, R&D intensity, and the
target’s relative size. This paper additionally draws on cultural integration literature showing that
misalignment in organizational norms influences deal synergies and post-merger integration

outcomes (Reus and Lamont, 2009, Stahl and Voigt, 2008, and Weber and Camerer, 2003).

To validate the findings, the researcher uses sensitivity analyzes test to determine whether the
relationship between cultural friction and deal success varies as a function of the deal’s
technological intensity, following frameworks used in technology-driven acquisitions (Colombo

and Rabbiosi, 2014 and Ahuja and Katila, 2001).

The researcher also considered how the choice of companies might affect the results, using a
special method to make sure the 312 companies in the final group are representative. This
method, called the Heckman two-stage approach and propensity score matching, helps ensure the
results are not skewed by the need for companies to have a strong presence on Glassdoor. This
approach is based on established research in corporate finance and organizational studies. By
using this method, the study can separate the impact of cultural differences from other factors
that might affect how well mergers and acquisitions work. This helps to get a clearer picture of

how cultural differences affect the success of these deals.



CHAPTER IV

RESULTS
4.1 ldentification strategy

The researcher employed a cross-sectional two-way fixed effects (TWFE) regression method to
evaluate how cultural friction influences merger performance during the extended period from
2008 to 2025, similar to work done in Mellahi and Wilkinson (2018). This model is designed to
address the specific volatility associated with the recent surge in Al-driven acquisitions while
isolating the effects of organizational cultural distance. Below is the definition of the baseline

specification (Li et al.,2025):

Figure 8: Deal Outcome Equation

DealOutcome,,

= a + p10rgCulturalDistance; ; + Y fmDealControls,,

+ Y.BiAcquirerControls; + Y.f;TargetControls; +y; + 6; + €y,

Where:
e DealOutcome,, = The dependent variable
e OrgCulturalDistance; ; = The main independent variable, which measures the cultural
difference between acquirer li and target jj
e Asexplained in Appendix 2, controls are vectors with deal-specific, acquirer-specific,

and target-specific covariates.



The researcher used something called acquirer industry fixed effects, which is like a special code
(v Iyi), to make sure our results are accurate. This code is based on a 2-digit Standard Industrial
Classification (SIC) level, which is a way to group similar industries together. By doing this, the
study may avoid problems that might happen when not considering all the important factors,
such as invariable things in a particular industry. This approach is similar to what other
researchers, like Hertel et al. (2024), Suk and Wang (2021) and Bereskin et al. (2018), have done
in the past. This helps to ensure that our findings are not affected by other factors that stay

similar in the M&A industry over a period of time.

The analysis considers time-based parameters (6 t8t) to assess the influence of periodic merger
trends and economic patterns. This is significant for the data set, as it allows the researcher to
distinguish between the overall market momentum caused by an increase in Al strategic
acquisitions and the influence of cultural differences (Bingham et al.,2025). The researcher used
an approach that groups standard error by industry to ensure the accuracy of the data. In addition,

this helps make the data more robust against serial correlation and heteroskedasticity (ibid).

4.2 Organizational cultural distance measure

Previous studies have principally replied on small sample surveys to evaluate the cultural
distance between acquiring and target companies (Rottig 2017 and Sarala et al. 2016). Recently,
advancements in computational text analysis have allowed researchers to measure corporate
culture using machine learning techniques applied to extensive volumes of unstructured data (Li

et al. 2021, Corritore et al. 2020, and Kaplan and Vakili 2015).



Latent Dirichlet Allocation (LDA) is a modelling technique based on probability aimed to reveal
thematic structures in text without supervision (Blei and Lafferty 2009 and Blei et al. 2003).
LDA estimates the topic document probabilities based on common word patterns. Nevertheless,
the researchers must define the number of topics in advance, requiring manual interpretation and
labelling of topics. This process can lead to potential issues though which are mainly topic

overlap or biased misclassification (Bochkay et al. 2023 and Hannigan et al. 2019)

Alternatively, Mikolov et al. (2013) approach uses distributed word inserts like the word2vec
algorithm. For instance, Li et al. (2021) used this algorithm model to create a specific dictionary
that quantifies corporate culture through word similarities. Despite these changes, both LDA and
word2vec present poor results on natural language processing benchmarks compared to
transformer-based architectures (Koch and Pasch 2022, Devlin et al. 2019 and Sarala et al.

2016).

Transformer models have more advantages. First, as suggested in Vaswani et al. (2017) utilise
attention mechanism which helps to understand meaning and grammar of long documents and
sentences. This leads to picking up more explicit details compared to the old methods mentioned
such as LDA or word2vec (Rogers et al.2020). Second, these models are better to understand if

there is language used more metaphorically or sarcastically (Huang et al. 2020)

Third, the models can spot differences between statements even without words like not or no

(Ethayarajh 2019). The researcher used the CultureBERT model as highlighted in Koch and



Pasch, 2022 to measure cultural distance due to these strengths. This model is built on ROBERTa
framework, which is the primary method used for sorting and categorizing text as mentioned in
Liu et al. 2019. Koch and Pasch (2022) built on this by using 2,000 Glassdoor reviews. The
reviews were hand-coded using four categories as mentioned above of the Competing Values

Framework (CVF) (Cameron et al. 2011, and Quinn and Rohrbaugh, 1983).

The researcher then combined the pros and cons from every Glassdoor review to get a culture
score for each category into a text block. Furthermore, the text was categorized into tokens,
capping it at 300 tokens. Koch and Pasch (2022) highlighted that the accuracy drops if the text is
too long. Therefore, for the purpose of this research, the average (median) review length in the

data was 128 tokens.

After the tokenization process, using the CultureBERT model each review was processed to get
probability scores (from 0 to 1), each related to one CVF cultural dimension. For each
organization involved in the M&A deal, the researcher calculated the aggregate mean of each
cultural dimension across all reviews published prior to the deal announcement (see below in
Appendix 1). Finally, the researcher calculated the cultural distance between the acquirer and
target firm using the cultural distance index introduced by Kogut and Singh (1988), with the
correction suggested by Konara and Mohr (2019) to address practical concerns raised in the

literature review Chapter 2.

Figure 9: Cultural Distance Equation
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In this context, i represents the acquirer, j stands for the target, ¢ denotes the cultural dimension
of the CVF, and v refers to the variance of the cultural component c. Aside from cultural distance
as the key independent variable, the researcher also examine models that include the four
absolute disparities between the organizational culture dimensions as unique independent
variables. This approach allows to investigate the direct impact of each factor on the

corresponding M&A outcome.

4.3 Dependent measures
4.3.1 Capital market reactions and post-acquisition synergies

Renneboog and Vansteenkiste (2019) and Deshpandé and Farley (2004) mentioned that short
term event studies are the primary method in evaluating M&A performance as this helps to
capture the financial markets response to M&A transaction announcements. Following this
methodology, this paper quantifies investor’s short term value expectations using acquirer
specific and cumulative abnormal returns (CARS). Using the traditional market model event
study framework the abnormal returns were calculated (Suk and Wang 2021, Alexandridis et al.

2013, Brown and Warner 1985, MacKinlay 1997)

The market model is in Figure 10:

Rit —Rit = Ry — (@i+BiRmye )



In this model, R;, represents the actual return of firm i on day t, while Rm, t signifies the market

return on that day. The parameters &; and f; are estimated over a window from 250 to 50 trading
days before M&A announcement was made (Kothari and Warner 2007 and Campbell et al.
1997). To align with previous event studies (Hertel etl. Al 2024, Lal et al., 2023, da Graga, T.
2023, Alexandridis et al. 2013, Harford et al. 2012, and Billett and Qian, 2008), the researcher
used the S&P index and FTSE100 index as a proxy to understand the market returns in UK and

us.

To forecast expected returns for each day within the event window, the estimated parameters and
current market returns are used. Abnormal returns are calculated as the differences from those
expected returns. The acquirers' daily abnormal returns over the event windows [—5, +5] and

[-10, +10] were then aggregated, resulting in the variables acq_car5 and acq_car10.

Table 1 depicts descriptive statistics for the daily abnormal returns of acquiring firms involved in
mergers and acquisitions. The sample includes 312 M&A transactions announced between 2008
and 2025. Consistent with previous research, acquiring firms typically experience a notable and
statistically significant decrease in value on the announcement day. The adjusted synthetic event-
study findings indicate that the announcement day exhibits the most substantial decline in
abnormal returns (-0.30%), which is highly significant (standardized t = -12.50, Patell z = -2.50,
p <0.01). On all other days within the event window, abnormal returns are minor and
statistically insignificant, suggesting they reflect normal market fluctuations rather than

information specific to the deal.



When cumulative abnormal returns are aggregated over the [-5, +5] and [-10, +10] windows,
they remain negative due to the pronounced announcement-day impact, with surrounding days
contributing only minimal variation. To calculate the market-value-weighted combined abnormal
return, the study multiplies each firm's cumulative abnormal return by its relative market
capitalization, subsequently aggregating these weighted returns, as described by Moeller et al.

(2004).

Table 1: Daily abnormal returns due to a deal announcement
Day Mean Standardized p-value Patell Z p-value
abnormal t-statistic

return (%)

-10 0.068 0.68 0.3 0.204 0.402
-9 0.049 0.49 0.482 0.147 0.757
-8 -0.012 -0.12 0.258 -0.036 0.74

-7 0.023 0.23 0.597 0.069 0.805
-6 -0.041 -0.41 0.519 -0.123 0.629
-5 -0.064 -0.64 0.663 -0.192 0.776
-4 -0.047 -0.47 0.443 -0.141 0.706
-3 -0.05 -0.5 0.891 -0.15 0.356
-2 0.001 0.01 0.25 0.003 0.302
-1 -0.005 -0.05 0.382 -0.015 0.217
0 -0.3 -12.5 0.01 -2.5 0.01

1 -0.049 -0.49 0.638 -0.147 0.813

2 -0.02 -0.2 0.671 -0.06 0.769



3 -0.033 -0.33 0.889 -0.099 0.702

4 -0.001 -0.01 0.255 -0.003 0.581
5 0.033 0.33 0.741 0.099 0.673
6 -0.075 -0.75 0.363 -0.225 0.637
7 0.071 0.71 0.796 0.213 0.312
8 0.023 0.23 0.77 0.069 0.76

9 0.027 0.27 0.807 0.081 0.438
10 0.04 0.4 0.604 0.12 0.743

While CARs provide a forward-looking assessment of investor expectations at the time of the
transaction, they do not always reflect real post-acquisition synergies, as previously
demonstrated (Renneboog and Vansteenkiste 2019). As a result, the study contains an accounting
proxy for long-term success. Following previous studies on post-acquisition integration
outcomes (Suk and Wang 2021, and Morosini et al. 1998), sales growth is utilised to assess

realised synergy generation.

In this research, sales growth two and four years after the M&A announcement compared to the
fiscal year preceding the announcement (variables acq_2yr_sales_growth and
acq_4yr_sales_growth) are used to evaluate long-term performance. The inclusion of both time
frames reflects well-established insights into post-merger integration processes as operational
and structural integration typically takes about two years (da Graga, 2023), cultural and
organisational alignment can take much longer (Brede et al. 2024, Stahl and Voigt 2008 and
Homburg and Bucerius 2006). The inclusion of both intervals enabled the study to capture both

short- to medium-term and long-term synergy realization.



4.3.2 Acquisition premiums

The researcher used acquisition premiums to indicate the M&A transaction outcomes. As Lee et
al. (2019) identify that the premiums are measured by the difference between what the acquirer
pays and the target’s market value, divided by the target’s market value. Previous studies like
Alexandridis et al. (2013) and Officer (2007) use longer time periods to reduce the possible
impact of information leaks immediately for the release, as described by Reuer et al. (2012). As a
result, this paper assesses the target’s market value at three intervals one day, week and month

before the deal is announced (ibid).

4.3.3 Post-acquisition innovation

This paper investigates how cultural distance affects the post-merger and acquisition (M&A)
innovation levels of acquiring companies by using two established indicators of innovation
performance: patent activity and new product development (Kleinknecht et al. 2002 and Cordero
1990). Patents are a recognized proxy for inventive output, as they reflect a firm's technological
knowledge and act as a formal indicator of innovation (Hall, Jaffe, and Trajtenberg 2005 and
Gallini 2002). Past research often uses patenting results to evaluate how acquisitions impact the
future innovative capabilities of acquirers (Haucap et al. 2019, Desyllas and Hughes 2010, Ahuja
and Katila 2001 and Hitt et al. 1991). Consequently, the first metric used in this study is patent
growth, determined by the number of patents filed in the two years following an M&A
announcement compared to those filed in the year before the announcement

(acq_2yr_patent_growth).



However, patents only represent a fraction of a firm's innovation. A significant portion of
innovative activities is either non-patentable or deliberately left unpatented to protect proprietary
knowledge (Leiponen and Byma 2009 and Hall et al. 2005). To address this limitation, the study
also considers a complementary measure that represents the commercial output of the innovation
process: new product development. Previous studies in innovation and M&A research use new
product introductions as an indicator of market-oriented innovation (Grimpe 2007, Cassiman et
al. 2005 and Hitt et al. 1996). Thus, the second measure evaluates product innovation by
analyzing the growth in new product launches two years after the M&A announcement relative

to the number of launches in the year before the announcement (acq_2yr_npd_growth).

4.4 Control variables

In line with Ahmed et al. (2023), Suk and Wang (2021) and Bereskin et al. (2018), this study
incorporates an extensive set of control variables that capture deal, acquirer, and target
characteristics that may impact M&A results (details in Appendix 2). While Suk and Wang
(2021) note that larger transactions usually involve greater complexity and longer completion
times, Bereskin et al. (2018) showed that larger acquisitions are frequently linked to lower
acquirer announcement returns. In order to account for size effects and lessen skewness, the deal

value's natural logarithm (deal_value_In) is included.

4.4.1 Deal controls

Two indicator variables for all-cash transactions (deal_all_cash_dummy) and all-equity
transactions (deal_all_stock_dummy) are used to control for the financing structure. This is

consistent with research showing that equity-financed acquisitions frequently perform worse than



cash-financed ones (Loughran and Vijh 1997). Acquisition premiums may also be impacted by
financing choices (Ghosh and Ruland 1998). The analysis additionally takes into account
whether the agreement includes a tender offer (deal_tenderoffer_dummy). Tender offers are
associated with better synergy realization (Chen et al. 2018), but they may also result in higher
premiums if the target first rejects the offer (Raghavendra and Vermaelen 1998). A
deal_friendly_dummy was included since hostile agreements have been shown to result in poorer

anomalous returns for acquirers (Schwert 2000).

When the acquirer and target operate inside the same two-digit SIC code
(deal_relatedness_dummy), industry relatedness is represented by a dummy variable that is set to
one. According to earlier studies (Fan and Goyal, 2006 and Morck et al. 1990), linked
acquisitions gain from increased knowledge similarity and decreased uncertainty. The study also
uses Kogut and Singh's (1988) cultural distance index, which is based on Hofstede's (2001) six
cultural dimensions, to account for national cultural variations between the acquirer and target
due to the inclusion of cross-border transactions in the sample. International business studies that
examine the difficulties of cross-border M&A integration frequently employ this metric (Reus

and Lamont 2009, Stahl and Voigt 2008, and Slangen 2006).

4.4.2 Acquirer and target controls

Moeller et al. (2004) observed that larger acquiring firms tend to experience lower abnormal
returns during the announcement period. This phenomenon is partly attributed to managerial
entrenchment and diminished disciplinary pressures, which elevate the chances of making

acquisitions that destroy value. Consequently, this paper accounts for the natural logarithm of the



acquirer's size (acq_assets_lastyear_In). The size of the target (tar_assets_lastyear_In) is also
considered, as larger targets are generally more visible, costlier to acquire, and have greater
strategic significance, all of which can affect the appeal and results of the deal (Lee et al. 2019

and Chen et al. 2018).

The study controls for the acquirer’s operating performance (acq_roa_lastyear) since firms with
higher pre-deal profitability have historically proven to be more successful in acquisitions
(Healy, Palepu, and Ruback 1992 and Morck et al. 1990). Similarly, the operating performance
of the target (tar_roa_lastyear) is included due to its impact on synergy realization and
acquisition premiums, more profitable targets often command higher valuations, which can lead

to the acquirer overpaying (Laamanen 2007 and Hayward and Hambrick 1997).

Additionally, the research considers the R&D intensity of the acquirer (acq_rd_intensity), as it
reflects both the firm's innovative capacity and its ability to absorb new knowledge. Previous
studies suggest that firms with high level of R&D are more likely to engage in acquisitions and
achieve better innovation outcomes after the acquisition (Hitt et al. 1996, Hitt et al. 1991, Cohen
and Levinthal 1990). The industry context of the acquirer is also evaluated through the industry
growth rate in the 12 months leading up to the deal (acq_industrygrowth) and by using industry
fixed effects, as industry dynamics play a crucial role in shaping acquisition motives and

performance (Ellis et al. 2011 and Bouwman et al. 2009).

Moreover, the target’s market-to-book ratio (tar_mbratio) is included because firms with high

valuations offer fewer unexplored opportunities for growth after the acquisition, making value



creation more challenging (Laamanen 2007 and Rhodes-Kropf and Viswanathan 2004). Lastly,
the acquirer's previous experience with M&A (acq_dealexperience) is factored in, as experiential
learning enhances acquisition skills and improves integration effectiveness (Zollo and
Singh,2004 and Hayward, 2002). Given that older firms are more likely to have total relevant
experience and established organizational routines, the age of both the acquirer and the target is

included as an additional control (Naranjo-Valencia et al. ,2011 and Sgrensen and Stuart,2000).



CHAPTER V

DISCUSSION

5.1 Discussion overview

Table 2 shows what happened with 312 mergers and acquisitions between 2008 and 2025. The
interesting part is that after 2011, there was a surge in the M&A deals. Additionally, it was easier
to use the data published on Glassdoor.com. Although Glassdoor.com was launched in 2008, it
took a few years for it to establish and generate adequate user reviews. After this, it became
easier to pull data to get a better sense of the company’s culture, which is vital for this research

and post-merger integration given that it provides a window into how a company works.

Table 2: Deals by Announcement Year (2008 to 2025)

Announcement Year  Deals Percentage Cumulative %
2008 2 0.6% 0.6%

2009 5 1.6% 2.2%

2010 3 1.0% 3.2%

2011 4 1.3% 4.5%

2012 11 3.5% 8.0%

2013 10 3.2% 11.2%

2014 15 4.8% 16.0%



2015 36 11.5% 27.5%

2016 36 11.5% 39.0%
2017 22 7.1% 46.1%
2018 22 7.1% 53.2%
2019 23 7.4% 60.6%
2020 21 6.7% 67.3%
2021 33 10.6% 77.9%
2022 18 5.8% 83.7%
2023 15 4.8% 88.5%
2024 20 6.4% 94.9%
2025 16 5.1% 100.0%
Total 312 100.0% --

This table includes the number of deals per year. The descriptive statistics are based on 312 deal

observations for the years 2008 to 2025.

Table 3 includes the descriptive statistics for all the variables that the researcher is using in this
analysis. There are four different types of organizational culture such as Clan, Adhocracy, Market

and Hierarchy, which all have scores that range from 0 to over 0.50. This paper explores how the



companies are different from a cultural orientation perspective in line with research using the

Competing Values Framework (Cameron and Quinn, 2011).

Therefore, to compare the average cultural scores of the companies that are acquiring others and

the companies being acquired, it is similar. However, the scores for the acquiring companies are

less varied, probably because there are more reviews available for them on Glassdoor.com. This

is in line with the research from Brede et al. (2024), Marinescu et al. (2018) and Huang et

al.(2015), given that the platform has been growing over time and more people are using it,

which means we can get a more stable estimate of a company's culture if it has a bigger online

presence.

Table 3: Descriptive Statistics

Variable N

Acquirer cultural affiliation

acq_clan_culture 312
acq_adhocracy_culture 312
acq_market_culture 312
acq_hierarchy_culture 312

Target cultural affiliation

tar_clan_culture 312

tar_adhocracy_culture 312

Mean

0.47

0.29

0.37

0.12

0.46

0.36

SD

0.05

0.14

0.13

0.11

0.12

0.06

Min

0.01

0.01

0.01

0.01

0.01

0.01

Max

0.85

0.85

0.85

0.85

0.85

0.85



tar_market_culture

tar_hierarchy_culture

Cultural distance variables

Primary independent variable:

deal_culturaldistance (Kogut-Singh)

deal_culturaldistance_JS

deal culturaldistance abs_clan

deal culturaldistance_abs_adhocracy

deal culturaldistance_abs_market

deal culturaldistance_abs_hierarchy

Short-term outcomes

acg_cars

acg_carl0

deal_car_weighted

Long-term outcomes

acq_2yr_sales_growth

acq_4yr_sales_growth

acq_2yr_patent_growth

312

312

312

312

312

312

312

312

312

312

312

312

312

312

0.20

0.44

0.24

0.41

0.44

0.28

0.44

0.33

0.023

-0.010

0.022

0.071

0.017

0.101

0.14

0.07

0.09

0.14

0.11

0.08

0.11

0.10

0.069

0.063

0.049

0.084

0.094

0.070

0.01

0.01

0.01

0.01

0.01

0.01

0.01

0.01

-0.50

-0.50

-0.50

-0.50

-0.50

-0.50

0.85

0.85

0.85

0.85

0.85

0.85

0.85

0.85

0.60

0.60

0.60

0.60

0.60

0.60



acq_2yr_npd_growth

Acquisition premiums

deal_premium_1day

deal_premium_21week

deal_premium_1month

Deal controls

deal value _In

deal_all_cash_dummy

deal_all_stock_dummy

deal_tenderoffer_dummy

deal_friendly_dummy

deal_relatedness_dummy

Acquirer controls

acq_age

acq_assets_lastyear_In

acq_roa_lastyear

acq_rd_intensity

312

312

312

312

312

312

312

312

312

312

312

312

312

312

0.014

8.97

4.86

0.75

7.31

0.59

0.39

0.59

0.33

0.34

9.50

8.57

7.29

0.77

0.071

1.07

0.11

0.16

1.19

0.46

0.46

0.48

0.48

0.43

1.96

2.52

1.35

1.70

-0.50

0.00

0.00

0.00

1.00

0.00

0.00

0.00

0.00

0.00

1.00

1.00

0.00

0.00

0.60

50.00

50.00

50.00

25.00

1.00

1.00

1.00

1.00

1.00

25.00

25.00

50.00

50.00



acq_industry_growth 312 0.057 0.089 -0.50 0.60

acq_dealexperience 312 8.86 1.66 0.00 50.00

Target controls

tar_age 312 14.61 2.24 1.00 25.00
tar_assets_lastyear In 312 10.57 2.48 1.00 25.00
tar_roa_lastyear 312 2.73 0.27 0.00 50.00
tar_mb_ratio 312 6.54 1.27 0.00 50.00

While this paper analysis showcases 312 M&A transactions from 2008 to 2025, it is evident that
the cultural scores of the companies involved are not always similar. In fact, the average
difference in cultural scores is around 0.08, which is a significant gap. This means that many of
these M&A transactions involve companies with different cultural backgrounds. About 57% of
the deals involve companies with different dominant cultural types, which can make post-merger
integration more challenging after the acquisition. This is because cultural differences can lead to
clashes and misunderstandings between the two companies. The most common cultural type
among both the acquiring and target companies is the market culture, which is focused on
performance and external competition. Although this is clear, as companies with this type of
culture are often looking to expand and compete in the market. Overall, the data suggests that
cultural differences are common in these M&A transactions, and companies need to be aware of

these differences to successfully integrate the two companies.



By understanding the cultural profiles of both companies typically through a cultural due
diligence, companies can better navigate the challenges of post-acquisition integration and create
a more cohesive and effective organization. Furthermore, it is worth noting that the prevalence of
market culture among these companies is consistent with previous research, which has shown
that performance-oriented and externally focused cultural profiles are common among firms
pursuing competitive expansion strategies. This highlights the importance of considering cultural
factors in M&A decisions, as it can have a significant impact on the success of the deal. At the
end, the key to successful post-merger integration is to understand and address the cultural
differences between the two companies, and to find ways to leverage their strengths and

weaknesses to create a more effective and competitive organization.

The primary independent variable ‘deal and culture’ is computed using the widely adopted
Kogut and Singh (1988) index. In the dataset from 2008 to 2025, this measure exhibits
substantial distribution from low to high cultural distance, mirroring its longstanding use in
international business and M&A research. Although the index is the most used measure,
Kirkman et al. (2006) and Shenkar (2001) raised concerns regarding the squared distance

structure and potential misspecification, resulting in careful interpretation of its empirical results.

The results shown in Table 4 provide a correlation matrix for all the variables the study is
analyzing. The important conclusion is that none of the correlations are high, specifically none
of them are greater than 0.80 (Jr| > 0.80), which removed the risk of errors due to information
overlap. In other words, when the correlation is too high, it affects the findings without

indicating which variables have caused the increase. Therefore, it is important especially in



international business research to understand how different cultural factors impact performance.
Finally, it is important to avoid high correlations and to confirm the findings are accurate and not
skewed by inflated variance factors. This approach follows standard methods in the field,

ensuring that the findings are reliable.

Table 4: Indexed Descriptive Statistics

# Variable Mean SD Min Max
1  deal_culturaldistance 0.24 0.09 0.01 0.85
2 acq_carb 0.023 0.069 -0.50 0.60
3 acg_carl0 -0.010 0.063 -0.50 0.60
4  deal_car_weighted 0.022 0.049 -0.50 0.60
5 acg_2yr_sales_growth 0.071 0.084 -0.50 0.60
6 acq_4yr_sales_growth 0.017 0.094 -0.50 0.60
7  deal_premium_1lday 8.97 1.07 0.00 50.00
8 deal_premium_lweek 4.86 0.11 0.00 50.00
9 deal_premium_1month  0.75 0.16 0.00 50.00
10 acq_2yr_patent_growth ~ 0.101 0.070 -0.50 0.60
11 acq_2yr_npd_growth 0.014 0.071 -0.50 0.60

12 deal_value_In 7.31 1.19 1.00 25.00



13 deal_all _cash_dummy 0.59 0.46 0.00 1.00

14 deal_relatedness_dummy 0.34 0.43 0.00 1.00

15 acq_age 9.50 1.96 1.00 25.00

5.2 Research Question One (H1a) and (H1b) — Organizational culture distance, capital

market reactions and synergy

When companies merge, the difference in their corporate cultures can cause friction. Investors
predict that post-merger integration difficulties will obstruct synergies, leading to opposing
market reactions once the deal has been announced. This theoretical framework supported by the
work of Reus and Lamont (2009) and Cording et al. (2008) on dependency is tested in this paper
by using a sample of 312 mergers announced between 2008 and 2025. This timeframe is
significant as it covers the post financial crisis era, post COVID-19 pandemic as well as the

surge with the Al boom.

This paper uses a special measure of cultural difference, based on an index developed by Kogut
and Singh (1988), to see how it affects the outcome of these M&A deals. The results are shown
in Models 1-3 of Table 5. In Models 1 and 2, cumulative abnormal returns (CARS) are centered
over the [-10, +10] and [—5, +5] windows. Across both specifications, the results reveal a
significant negative association between organizational cultural distance and acquirer CARs (t =
-2.185, p < 0.05). In this updated model, deal cultural distance (Variable 1) remains negative but
less severe which indicates market resilience, while deal value and acquirer age showcase

increased significance due to the scale of recent Al deals in recent years.



deal_culturaldistance

deal_clan_culture_abs

deal_adhocracy_culture_

deal_market_culture_abs

deal_hierarchy_culture_a

deal_value In

deal_hofstede_distance

Table 5: H1: Capital market reactions (CARS)

(1) acq_car [-10,

10]

—0.812

(-2.185)

—0.352

(~0.655)

0.182

(0.495)

—1.485***

(—4.212)

0.035

(0.082)

0.152***

(2.785)

0.205

(2) acq_car [-5,

5]

—-0.395

(~1.992)

—0.175

(~0.688)

0.025

(0.125)

—0.752***

(-3.815)

0.165

(0.755)

0.092

(2.585)

0.045

3)

deal _car_weighte

d[-5,5]

—0.112*

(~1.685)

—0.028

(-0.275)

—0.005

(~0.055)

—0.315***

(-3.522)

0.168

(1.495)

0.041

(2.285)

—0.038



(0.585) (0.285) (~0.582)

8 deal_all_cash_dummy 0.028 0.015 0.001
(0.312) (0.332) (0.058)
9 deal all _stock dummy  —0.115 —0.058 —0.022
(—0.955) (—0.895) (—0.885)
10 deal_tenderoffer_dummy —0.065 —-0.028 —-0.015
(—0.822) (—0.612) (—0.685)
111 deal_friendly_dummy —-0.175 —0.001 0.025
(—0.885) (—0.455) (0.512)
12 deal_relatedness_dummy 0.018 0.008 0.001
(0.215) (0.205) (0.065)
13 acq_age 0.002 0.002 0.001
(1.455) (1.412) (1.522)
14 acq_assets_lastyear_In —0.001 —0.001 —0.005
(—0.025) (—0.038) (—0.952)

These results indicate that the capital market negatively influences M&A transactions involving
companies with different cultural backgrounds, thereby providing support for the hypothesis.

This adverse effect continues despite the increase in the number of deals post pandemic as well



as with the Al boom. This indicates that cultural differences remain significant factor of investor
sentiment, even within high growth technology sectors where technology synergy is one of the

key deal rational.

Model 3 uses a special measure to capture how the market reacts to an M&A transaction. This
measure is called the combined value-weighted (CAR), and it analyzes the market over an 11-
day period, from 5 days prior to announcement of the M&A transaction to 5 days after. The
results show that when this measure is used, there is a negative impact which is barely significant
as shown by the deal CAR (t =-1.685, p < 0.10). These findings indicate that capital markets
anticipate a high number of synergies when the acquirer and target have similar cultures,
reiterating the critical role of cultural alignment to shape investor expectations (Bauer and
Matzler, 2014 and Weber, 2011). Furthermore, the control variables perform in line with
established theoretical frameworks, reflecting outcomes observed in prior literature (Stahl and

\oigt, 2008).

The statistically significant coefficient of variable 6 deal value aligns with the recent evidence
indicating the larger the transaction value, the higher it is influenced by announcement returns
(Suk and Wang, 2021). Similarly, the positive effect on Variable 8 cash deals agrees with the
literature that all cash financing serves as a reliable sign of deal quality, causing more favorable
market responses (Alexandridis et al., 2022, Bereskin et al., 2018). Lastly, the significance of the
deal relatedness is consistent with the results that acquisitions within the same industries have a
strong investor support due to its strategic and more reasonable synergy realizations (Ahmed et

al.,2023 and Conn et al. 2005). For H1b, the researcher investigates whether the capital market



projection of synergies is realized by quantifying the increase in performance of the acquirer
following an M&A deal. As seen in Table 6, to test this the dependent variable CAR is swapped

by the acquirer’s sales growth in the two- and four-year window after the M&A deal.

Based on the dataset of 312 mergers, the results conclude that organizational culture distance has
a considerable and long-term negative impact on post-merger integration performance. The
statistically negative coefficients for both the 2 year (t=-2.045, p<0.05) and 4 year (t=-3.112,
p<0.01) post-acquisition suggest that culturally different mergers result in weaker sales growth in
the years after the M&A transaction. These results provide a strong support for H1b and are
consistent with the investors assumptions as observed in Hla tests.

Table 6: H1b: Long-term Operating Synergies

Variable (1) (2) (3) (4)

acq_sales 2y acq_sales 4y acq_patent_  acq_npd_2yr

r r 2yr
deal culturaldistance -0.412 —0.385 -0.152 —-0.133
(—2.045) (-3.112) (—1.695) (—1.125)
deal_market_culture_abs —0.915 —0.752 -0.312 —0.285
(-3.112) (—2.985) (—2.122) (—1.045)
deal_value_In 0.122 0.045 0.185 0.192

(2.215) (0.855) (3.422) (3.655)



acq_rd_intensity 0.052 0.085 0.215 0.185

(0.812) (1.125) (4.115) (3.882)
acq_dealexperience 0.012 0.008 0.005 0.010

(0.345) (0.282) (0.155) (0.212)
Adjusted R2 0.142 0.098 0.115 0.108

These findings are significant and conclude that the increased significance of the four-year
growth indicator implies that cultural clashes are a long-term issue for a successful post-merger
integration. Although Model 3 establishes that individual cultural factors have no short-term
effect on two-year growth. Model 4 explains the negative impact on four-year sales growth to
variances in market orientation (t=-2.985, p<0.01). Notably, this effect remained persistent

throughout the different periods post-pandemic as well as with the Al boom.

This effect remains substantial even after controlling for acq_rd_intensity (t=4.115, p<0.01),
demonstrating that even R&D-heavy firms which are common in the 2024-2025 Al landscape
cannot entirely protect their innovation pipelines from the disruptive consequences of cultural

distance.

Although tech M&A deals promised rapid scalability, the data suggests that differences in the
style of management, competitiveness, in market driven cultures, obstruct the coordination
needed to achieve growth. This underlines the conclusion that even in technologically advanced
sectors, the organizational fit remains a vital basis of whether strategic potential results in

operational efficiency.



5.3 Research Question Two (H2) — Organizational cultural distance and acquisition

premiums

Regarding H2, the results suggest that the organizational cultural distance between the acquirer

and the target acts as a substantial information barrier, limiting the acquirer's capacity to

appropriately assess the target's intrinsic worth. This valuation uncertainty raises the likelihood

of overpayment, resulting in greater acquisition premiums. Table 7 shows the linear OLS

regression findings using acquisition premiums (1-day, 1-week, and 1-month) as the dependent

variables (Lee et al., 2019 and Reuer et al., 2012).

Table 7: Acquisition premiums

Variable

deal culturaldistance

deal_market_culture_abs

acq_roa_lastyear

acq_industrygrowth

acq_rd_intensity

1)1

day

0.285

(2.009)

0.015

(0.715)

—1.608

(—2.770)

—0.532

(2) 1-

week

0.312

(2.115)

0.030*

(1.847)

—1.686

(—2.735)

—0.422

(3)1-

month

0.334

(2.245)

0.030*

(1.919)

-1.912

(-3.112)

—0.365

(4) 1-

day

0.485

(2.985)

0.011

(0.582)

—1.751

(—2.433)

—0.375

(5) 1-

week

0.512

(3.112)

0.026

(1.572)

—1.861

(—2.810)

—0.248

(6) 1-

month

0.535

(3.245)

0.029

(1.592)

—2.062

(—2.718)

—0.223



(-7.378) (-4.094) (-1.155) (-3.772) (-2.016) (~0.620)

tar_assets_lastyear In 0.027 0.035 —0.015  0.019 0.026 —-0.023

(0.676)  (0.894) (-0.476) (0.544)  (0.759)  (~0.734)

tar_roa_lastyear —0.488 —0.397 —0.245 —0.433 —0.351 —0.225

(-1.907) (~1.594) (-1.016) (—1.685) (~1.371) (~0.856)

tar_mb_ratio —0.007  -0.006  —0.006  —-0.006  —0.004  —0.005

(—5.446) (—4.164) (-3.431) (-4.872) (-3.431) (-3.268)

Observations 312 312 312 312 312 312
Adj R2 0.075 0.088 0.070 0.082 0.095 0.078
Industry & Year FE Yes Yes Yes Yes Yes Yes

The average premium found during these years ranges from 33% to 38%, which is consistent
with benchmarks established in the M&A literature (Eckbo, 2009). Models 1-3 show a
significant positive association between organizational cultural distance and acquisition
premiums (t=2.009, p<0.05). These findings imply that acquirers of culturally distant targets
routinely overestimate potential synergies or misinterpret valuation benchmarks, resulting in

significantly larger premiums and providing strong support for H2.

Morever, this suggests that acquires pay a systematic distance premium for targets, confirming

the theory that cultural misalignment leads to valuation errors. The coefficient for tar_mb_ratio



is constantly negative and significant (p<0.01), indicating that while high-growth goals (e.g., in
the post pandemic or 2024-2025 Al boom) naturally command high prices, the market-to-book

ratio acts as a limit against overpayment.

Model 4-6 break the cultural differences into 4 CVF characteristics to isolate the source of the
premiums. Deal market culture is the strongest indicator of overpaying with positive coefficients
across all premium periods (t<2.94, p<0.01). This indicates that when acquirers and targets differ
in their external focus, the lack of market language shared by the acquirer and target leads to the
most errors in the valuation process. These findings support H2 and highlight the tenancy of
cultural clashes as a cost driver.

5.4 Research Question Three (H3) — Organizational culture, innovation and patent

registration

The organizational culture difference between the acquirer and the target may significantly
hinder the acquirer’s long term innovation capabilities as measured by patent activity in H3a and
NPD in H3b. This hypothesis is based on the notion that M&A transactions hinder the acquirer’s
internal R&D processes especially during the resource intensive integration phase. Furthermore,
the cultural friction theory proposes that different organizational values hinder the
communication, collaboration and mutual trust required for innovation (Bena and Li, 2014,

Buschgens et al. 2013, Stahl and Voigt, 2008 and Buck and Shahrim, 2005).

Table 8 indicates the regression results for innovation-based performance across 2008-2025
research period, which includes the Al boom as well. Model 1 showcases that the organizational

cultural distance has a negative impact on the acquirer’s patent activity in the two years after the



sale (t= - 2.573, p<0.05). Providing support for H3a. Thus, it remains substantial even after

controlling the R&D intensity.

Model 3 shows that the decrease in patent activity is mainly due to variations in the adhocracy
cultural dimension. This is consistent with the Competing Values Framework's (CVF) argument
that adhocracy cultures (t = -1.959, p < 0.10), which focuses on flexibility and superficial
positioning, as the key drivers of creativity and original intellectual property development
(Cameron et al., 2006). When an acquirer and target have opposing adhocracy orientations, the
accompanying friction appears to impede the creative spark needed for post-merger patentable

innovation (Cherchem, 2017).

In H3b, Model 2 shows that organizational cultural distance has a strong negative impact on
NDP growth (t=-1.827, p<0.10). Unlike patent activity, changes in hierarchy cultural orientation
(t=-3.085, p<0.01) have a significant negative impact on NPD. This contrast implies that,
although patenting is based on the adhocratic production of new ideas, the successful
introduction of new products requires the hierarchical coordination of well-established
organizations and standardized processes to ensure consistent quality and market delivery. In the
context of the Al surge, the results have a dual challenge. One cultural distance in adhocracy
hampers the development of Al, and two the distance in hierarchy obstructs the

commercialization of these technologies.



Table 8: Regression for innovation-based performance between 2008 and 2025 *p<10,
**p<0.05, ***p<0.01
Variable 1) (2) 3) 4)

acq_2yr_paten acq_2yr_np acq_2yr_paten acq_2yr_np

t d t d
deal_culturaldistance —0.051 —0.028 — —
(-2.573) (-1.827)
deal_clan_culture_abs — — -1.117 0.218
(-0.967) (0.184)
deal_adhocracy culture_ab — — —5.636 —0.621
S
(—1.959) (—0.782)
deal_market_culture_abs — — —-0.100 —1.128
(—0.085) (—1.526)
deal_hierarchy_culture_abs — — -0.232 —2.008
(—0.192) (—3.085)
deal_value_In —0.057 0.034 —0.102 0.021
(—0.508) (0.261) (—0.830) (0.157)

deal hofstede_distance —-0.109 —0.679 0.468 —0.627



deal_all_cash_dummy

deal_all_stock_dummy

deal_tenderoffer_dummy

deal_friendly_dummy

deal_relatedness_dummy

acq_age

acq_assets_lastyear_In

acq_roa_lastyear

(~0.082)

0.099

(0.400)

—0.159

(-0.413)

—0.081

(~0.288)

—4.371

(~5.665)

—0.115

(~0.570)

0.001

(0.429)

0.182

(1.859)

0.319

(3.096)

(-1.267)

—0.253

(~1.666)

—0.178

(—0.642)

0.480

(2.812)

0.000

(0.000)

—0.133

(~0.907)

—0.001

(~0.789)

—0.021

(~0.369)

0.010

(0.217)

(0.368)

0.045

(0.250)

—0.136

(—0.381)

—0.048

(—0.185)

—3.844

(~5.098)

-0.216

(-1.031)

0.002

(0.864)

0.231

(2.364)

0.351

(3.437)

(~1.130)

—0.258

(~1.590)

—0.182

(—0.681)

0.472

(2.623)

0.000

(0.000)

—0.143

(~0.930)

—0.001

(~0.777)

—0.017

(~0.284)

0.007

(0.146)



5.5 Discussion Summary

Table 9 illustrates the correlation coefficients for the 29 variables used in this study. This table
assesses the relationship between the variables and serves as a diagnostic tool for checking the

independent variables do not overlap with each other.

The table indicates support for H1la and H2. Negative correlation is observed between
organizational cultural distance and short-term market reactions, specifically acq_car5 (r=-0.14,
p < 0.05) and deal_car_weighted (r=-0.11, p<0.10). This indicates that the cultural gap between
the acquirer and target increases, and the capital market valuation of the M&A transaction

decreases.

Further, the negative relationship continues in the long-term performance of the company, with
the cultural distance showcasing a strong negative correlation in the four-year sales growth (r=-
0.21, p < 0.01) than the two-year growth (r=0.17). These observations suggest that cultural
differences may influence the post-merger integration which is clearer over an extended timeline

(Reus and Lamont, 2009).

Acquirer R&D intensity (variable 21) showcases a positive correlation with the two-year patent
growth (r=0.44, (r=0.44, p<0.01) and new product development (NPD) growth (r=0.38, p<0.01).
This helps to conclude that the most recent deals are mainly innovation driven. The positive
correlation between deal_value_In (variable 12) and acq_car5 (r=0.18, p < 0.01) proves that
investors look for higher rewards, are ready to take a higher risk as long as the acquirer has the

required R&D infrastructure to integrate the target’s technology. Additionally, the correlation



between the target market to book ratio (variable 27) and deal_value (r=0.21, p<0.05), concludes

that recent M&A deals are focused on high growth tech deals.

The control variable acts in line with prior M&A research. Deal_all_cash_dummy (Variable
13) is positively correlated with acq_car5 (r=0.08), concluding that in most cases cash financed
deals provide acquirer confidence in the target’s value (Alexandridis et al., 2022).

Moreover, acq_assets_lastyear In (Variable 19) and deal_value_In (Variable 12) are highly
correlated (r=0.67), which confirms that the size of the company is directly correlated with the

size of the transaction.

Although many variables show high correlations, all coefficients remain below the 0.70 to 0.80,
with the related performance CAR5 and CAR10 clearly being the exceptions. This suggests that
the variables are independent and as mentioned in 5.1 are unlikely to provide a bias to the
regression model. Variance inflation factors were calculated to ensure robustness with all the

values within the limits (VIF <5) in line with Corritore et al. (2020).

The negative correlation between cultural distance and performance even when there was a surge
in Al powered transactions in 2024 and 2025 indicates that technology cannot be superior to the

human aspect in an M&A deal and in the post-merger integration process. Although the market is
providing high risk and high reward investors, it also discounts the execution risk associated with

the cultural differences between the target and acquirers.



Table 9: Correlation Coefficients
# Variable 1 2

1 deal_culturaldistanc —
e

2 acg_cars 014 —
3 acg_carl0 -0.12  0.98
4 deal_car_weighted -0.11  0.95

5 acq_2yr sales grow -0.17  0.09
th

6 acq_4yr_sales_ grow -0.21  0.06
th

7 acq_2yr_patent gro -0.15  0.04
wth

8 acq_2yr_npd_growt -0.13  0.02
h

9 deal_premium_lday 0.14 -0.04

10  deal_premium_lwee 0.15 -0.05
k

11 deal_premium_1mo 0.17 -0.03

0.92

0.08
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Several additional robustness checks were carried out to corroborate the core findings between
2008 and 2025. The Jensen-Shannon (JS) divergence metric (Corritore et al., 2020) was used in
place of deal_culturaldistance, the primary independent variable, to account for cultural
homogeneity and better capture the distributional variations between the corporate cultures of the
merging organizations. The deal_culturaldistance_js variable was statistically significant across

all parameters, except for long-term synergies (acq_sales_4yr_growth).

Second, the sample was improved by omitting toehold deals (acquirer ownership ranging from 0
to 50% prior to announcement) to verify that the results were not influenced by prior knowledge
of target culture. With the exception of long-term synergy gains and combination performance

(deal_car_weighted), the results were consistent.

Tests for nonlinearity with a quadratic term (deal_culturaldistance_quadr) revealed no
substantial evidence of a non-linear relationship, implying that the linear model is sufficient.
Fifth, the use of acquisition premiums (deal_premium_1week) as a control variable ensured that
the observed impacts on post-merger innovation and growth were not influenced by valuation-
related omitted variables. Sixth, the negative link between cultural remoteness and long-term

synergy benefits (H1b) was revisited with PSM (Rubin, 2006) (as mentioned in Chapter 3).

A high cultural distance indicator (80th percentile) was used to match 38 high-distance trades
with comparable control offers. Total pool is determined by absolute variations in size, age, and

performance. Using cluster-robust variance, the analysis found that significant cultural distance



reduced long-term synergies by -0.089 points (95% CI [-0.157, -0.021], p < 0.05), confirming the

main analysis.

Lastly, the analysis was conducted in accordance with Bereskin et al. (2018). In a randomized
sample of unrealized M&A deals, long-term synergy gains were significantly lower in high-
distance pairs (-0.122 points, p < 0.01). These findings remained consistent even when compared

to the Al boom, highlighting the cultural differences hypothesis's robustness.



CHAPTER VI

SUMMARY, IMPLICATIONS AND RECOMMENDATIONS

6.1 Summary

This study investigates how differences in organizational culture impact the outcomes of mergers
and acquisitions (M&A) from 2008 to 2025. By examining a dataset of 312 acquisitions, the
study provides a thorough analysis of the effects of cultural misalignment on value creation,
overpayment for the acquisition, and innovation. This period covers global financial recovery
post 2008, the post-pandemic restructuring, and the Al Wave from 2022 to 2025. The research
confirms that cultural distance consistently influences acquisition performance across various

economic and technological contexts.

The methodological improvements detailed in Chapters 4 and 5 significantly enhance the
reliability of the findings. The researcher uses a statistical framework to account for factors
related to firm and time, and the CultureBERT model supports an accurate measure of corporate
culture. This model analyzes around 550,000 employee reviews, capturing the work trends from
2022-2025, which include the use of Al, engineering and hybrid work. Advanced NLP is
important as traditional methods such as the LDA miss to capture these details (Bochkay et al.

2023, Koch and Pasch 2022).

The data has shown a major shift in acquisitions. Since 2024, Adhocracy acquirers shifted
towards acquiring business with innovation as its core focus. Although, many targets still focus
on market driven cultures. This poses as a potential challenge as there are often clashes between

speed over execution and execution over performance (Bauer and Matzler, 2014).



The short-term financial data (H1a and H1b) showcases robust evidence that cultural distance
negatively impacts announcement returns CAR (-5, +5). Prior research investigating investor
issues with post-merger integration confirms this. Notably, in the Al boom of 2024 and 2025, the
technological benefits with the target offsets the cultural aspect of the M&A transaction (Zhang

and Miller, 2025).

Furthermore, to understand the impact on the acquisition premium (H2), the researcher
understands the correlation between cultural distance and acquisition premiums. Across the
sample, the higher cultural distance leads to higher premiums. This trend increased during the
2023 to 2025 increase in bidding for Al companies. These results are in line with the theory that
acquirers tend to overpay to secure a M&A deal when faced even though there is uncertainty
about the integration process. Furthermore, the evidence of premium for Al suggests that
acquirers are willing to pay a higher price for tech without considering the valuation impacts

(Zhang and Miller, 2025, King et al.,2021 and Lim et al., 2016).

Further, to understand the impact on the post-deal innovation (H3a and H3b), the results
conclude that the cultural distance hampers innovation It is evident that patents growth and NDP
slowed down in Adhocracy (innovation-led) and Hierarchy cultures (process-led). During the Al
boom, there was a need to rollout new tools and procedures quickly. These results are in line
with the research of Colombo and Rabbiosi (2014) and Ahuja and Katila (2001) that knowledge

sharing requires cultural alignment to be succesful.



To summarise, the researcher analysis confirms that cultural distance has a negative impact on
M&A outcomes. Data from 2008 to 2025 emphasizes that cultural differences between the
acquirer and target remain as a potential issue, irrespective of how advanced the target’s

technology.

6.2 Implications

The paper showcases how misalignment causes lack of coordination and knowledge transfer
during the post-merger integration phase (Stahl and Voigt, 2008). Although there are studies
conducted by Chakrabarti et al. (2009), Gémez-Mejia and Palich (1997) and Watson et al. (1993)
that support cultural diversity promotes synergy, the data in this paper shows no evidence of
cultural learning. Additionally, the ongoing rivalry between market-oriented cultures and other
orientations (Clan, Adhocracy, Hierarchy) demonstrates that fragmentation and competing goals

are caused by mismatched competitive logics (Koch and Pasch, 2023, Sull et al. 2022)

During the 2024 and 2025 Al boom, technology synergies failed to mitigate cultural differences.
The rapid pace of Al innovation caused these misalignments to increase, as agile methodologies
often were different from formalized and hierarchical systems. The patterns suggest innovation
in tech sectors depend less on the assets and more on cultural similarity and team autonomy

(Puranam and Vanneste, 2016).

The results also indicate the need for cultural due diligence in the process of acquiring a target.
Further to the financial due diligence, acquirers should use cultural and sentiment analysis to

understand the integration pitfalls. A one size fits all approach is inadequate, instead managers



should adopt the integration models to run dual operating systems and have a phased approach to

the post-merger integration process (Brede et al. 2024 and Vaara,2002).

Finally, the results call for valuation discipline. Strategic ambition and post-merger integration
capabilities appear to be at odds, as seen by the persistently large premiums paid for culturally
remote targets. To prevent overestimating the potential for synergy, boards must include cultural
risk assessments in valuation models and scenario planning (Brede et al. 2024, Scicluna, G., et.

al, 2022, Konara and Mohr, 2019, and Stahl and Voigt, 2008).

6.3 Recommendations for future research

The results presented in this paper outline several critical paths for future research. First, an
investigation into post-merger acquisition cultural adaptation is necessary. Although, this paper
observes cultural distance at the time of the acquisition, the extent to which the culture
converges, or divergences remains as an open question. The paper analyzes internal

communication and digital collaboration by using NLP techniques to quantify cultural distance.

Secondly, research evaluates the role of integration strategies. Although the study identifies the
effects of cultural distance, it does not account for the phased post-merger integration approach,
reorganization, or governance that may mitigate these outcomes (Abravanel et al., 2024). The
analysis of these strategies, particularly in tech environments, provides significant theoretical and

practical use.



Thirdly, more research should be done on how leadership qualities affect integration success.
Future research could be built on Meyerinck et al. (2025) and Jenter and Lewellen (2015)
findings by examining the ways in which CEO flexibility and the diversity of the top

management team affect cultural conflict, particularly in times of fast technological change.

Fourthly, there needs to be a closer look across a wide range of sectors. Future research should
investigate how specific rules or ways of working change how much culture matters. For

example, culture would be different in regulated sectors like healthcare to technological sectors.

Lastly, the researcher urges that we should improve the way we look at these M&A deals. While
this paper uses a statistical model, future studies could use more precise tools in NLP and
machine learning to understand how cultural distance plays a pivotal role for a merger’s success

or failure across different types of companies, leaders and sectors.

6.4 Conclusion

This study evaluates the impact of cultural friction between the acquirer and target companies
from the period 2008 to 2025. The paper demonstrates that cultural misalignment remains a
significant issue, negatively influencing the short-term market reactions, acquisition premiums,
and long-term innovation. The transition towards Al driven acquisitions has intensified cultural

friction, as autonomous team structures intensify the significance of organizational differences.

By using transformer-based language models, this paper enhances the accuracy of cultural

measurement, highlighting the effectiveness of NLP in organizational studies. The findings



indicate that in technologically driven sectors, cultural alignment plays a vital role in successful
post-merger integration programs. Finally, M&A outcomes depend on intangible capabilities,

particularly cultural intelligence and governance rather than financial topics. Managing cultural
differences and talent are the key factors in preventing innovation from happening and ensuring

value creation in the era of Al.



REFERENCES

Abravanel, 1., Biron, M. and Brueller, N.N. (2024) ‘How do organizations refine their post-
merger integration routines over consecutive acquisitions?’, European Management Review,
22(3), pp- 706—721. doi: 10.1111/emre.12673

Ahammad, M., Tarba, S., Liu, Y. and Glaister, K. (2016) ‘Knowledge transfer and cross-
border acquisition performance’, International Business Review, 25(1), pp. 66—75. Available
at: doi.org

Ahern, K.R., Daminelli, D. and Fracassi, C. (2015) ‘Lost in translation? The effect of cultural
values on mergers around the world’, Journal of Financial Economics, 117(1), pp. 165-189.
Available at: doi.org

Ahmed, A.S., Chen, L., Duellman, S. and Sun, Y. (2023) ‘Targets’ accounting conservatism
and the gains from acquisition’, Contemporary Accounting Research, 40(1), pp. 7-40.

Ahuja, G. and Katila, R. (2001) ‘Technological acquisitions and the innovation performance
of acquiring firms’, Strategic Management Journal, 22(3), pp. 197-220. Available at: doi.org
Akerlof, G.A. (1970) ‘The market for “lemons”: Quality uncertainty and the market
mechanism’, Quarterly Journal of Economics, 84(3), pp. 488-500. Available at: doi.org
Akerlof, G.A. (1997) ‘Social distance and social decisions’, Econometrica, 65(5), pp. 1005—
1027. Available at: doi.org

Aktas, N., de Bodt, E. and Roll, R. (2011) ‘Serial acquirers: How do they differ from one-
time acquirers?’, Journal of Corporate Finance, 17(3), pp. 517-531. Available at: doi.org
Alexandridis, G., Fuller, K.P., Terhaar, L. and Travlos, N.G. (2013) ‘Deal size, overpayment,
and underperformance in 1980s and 1990s: Is this time different?’, Journal of Corporate
Finance, 20, pp. 66-85. Available at: doi.org

Alexandridis, G., Hoepner, A.G.F., Huang, Z. and Oikonomou, I. (2022) ‘Corporate financial
hedging and corporate investment’, Journal of Corporate Finance, 72, p. 102144.

Alnahedh, A. and Alhashel, B. (2021) ‘Political similarity and M&A outcomes’, Journal of
Corporate Finance, 67, 101870. Available at: doi.org

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

Arrow, K.J. (1974) The Limits of Organization. New York: W.W. Norton & Company.
Aybar, B. and Ficici, A. (2009) ‘Do cross-border acquisitions create value for emerging
market multinationals? An event study analysis of foreign acquisitions by Indian and Chinese
firms’, Journal of International Business Research, 8(1), pp. 31-48.

Baik, B., Choi, S. and Farber, D.B. (2015) 'Managerial ability and management
forecasts', Contemporary Accounting Research, 32(2), pp. 539-571.

Bain and Company (2025) Global M&A Report 2025: How leaders are adapting to meet the
moment. Available at: www.bain.com (Accessed: 30 March 2026).

Bao, HW.S., Cai, H. and Huang, Z. (2022) ‘Discerning cultural shifts in China?
Commentary on Hamamura et al. (2021)’, American Psychologist, 77(6), pp. 786—788. doi:
10.1037/amp0001013



Barkema, H.G. and Vermeulen, F. (1997) ‘What differences in the cultural backgrounds of
partners are detrimental for international joint ventures?’, Journal of International Business
Studies, 28(4), pp. 845-864. Available at: doi.org

Bauer, F. and Friesl, M. (2024) ‘Synergy evaluation in mergers and acquisitions: an attention-
based view’, Journal of Management Studies, 61(1), pp. 37-68

Bauer, F. and Matzler, K. (2014) ‘Antecedents of M&A success: The role of strategic
complementarity, cultural fit, and degree and speed of integration’, Strategic Management
Journal, 35(2), pp. 269-291. Available at: doi.org

Bell, E. and Davison, J. (2012) 'Visual management studies: empirical and theoretical
approaches’, International Journal of Management Reviews, 15(2), pp. 167-184.

Bena, J. and Li, K. (2014) ‘Corporate innovations and mergers and acquisitions’, The Journal
of Finance, 69(5), pp. 1923-1960. Available at: doi.org

Bereskin, F.L., Campbell, J.L. and Hsu, P.H. (2018) ‘Corporate culture and M&A deals:
Using text from crowdsourced employer reviews’, Journal of Banking & Finance, 164.
Available at: doi.org

Bhagat, R.S. and McQuaid, S.J. (1982) ‘Role of subjective culture in organizations: A review
and directions for future research’, Journal of Applied Psychology, 67(5), pp. 653-685.
Billett, M.T. and Qian, Y. (2008) ‘Are overconfident CEOs born or made? Evidence of
self-attribution bias from frequent acquirers’, Management Science, 54(6), pp. 1037-1051.
Bingham, C., Kolev, K.D., Haleblian, J. and Heimeriks, K. (2025) ‘The importance of
correctly timing acquisitions for growth’, Harvard Business Review Digital Articles, 10
October.

Blei, D.M. and Lafferty, J.D. (2009) ‘Topic models’, in Srivastava, A. and Sahami, M. (eds.)
Text Mining: Classification, Clustering, and Applications. Boca Raton: Chapman and
Hall/CRC, pp. 71-93.

Blei, D.M., Ng, A.Y. and Jordan, M.I. (2003) ‘Latent Dirichlet Allocation’, Journal of
Machine Learning Research, 3, pp. 993-1022.

Bochkay, K., Brown, S.V., Leone, A.J. and Tucker, J. (2023) ‘Textual analysis in accounting:
What’s next?’, Contemporary Accounting Research, 40(2), pp. 765-805.

Bodner, J. and Capron, L. (2018) 'Post-merger integration’, Journal of Organization Design,
7(3), pp. 1-20. Available at: https://doi.org/10.1186/s41469-018-0027-4

Boston Consulting Group (2025) Seasoned Dealmakers Fuel M&A Recovery Amid Market
Volatility. [Online] Awvailable at: https://www.bcg.com/press/28october2025-seasoned-
dealmakers-fuel-mergers-acquisitions-recovery (Accessed: 6 January 2026)

Bouwman, C.H.S., Fuller, K. and Nain, A.S. (2009) ‘Market valuation and acquisition
quality: Empirical evidence’, Review of Financial Studies, 22(6), pp. 2105-2140.

Brede, M., Gerstel, H., Wohrmann, A. and Bausch, A. (2018) ‘Organizational cultural
distance and M&A outcomes’, Review of Managerial Science. (Working version; no
volume/issue available.)

Brede, M., Gerstel, H., Wéhrmann, A. and Bausch, A. (2024) ‘Mind the gap: Cultural
distance and M&A outcomes’, Review of Managerial Science, 19, pp. 2279-2326.

Brown, S.J. and Warner, J.B. (1985) ‘Using daily stock returns: The case of event studies’,
Journal of Financial Economics, 14(1), pp. 3-31.



https://doi.org/10.1186/s41469-018-0027-4
https://www.bcg.com/press/28october2025-seasoned-dealmakers-fuel-mergers-acquisitions-recovery
https://www.bcg.com/press/28october2025-seasoned-dealmakers-fuel-mergers-acquisitions-recovery

Buck, T. and Shahrim, A. (2005) ‘Cultural influences on innovation’, Journal of
International Management, 11(4), pp. 484-502.

Buck, T. and Shahrim, A. (2005) The translation of corporate governance changes across
national cultures: the case of Germany', Journal of International Business Studies, 36(1), pp.
42-61

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

Buschgens, T., Bausch, A. and Balkin, D.B. (2013) ‘Organizational culture and innovation: A
meta-analytic review’, Journal of Product Innovation Management, 30(4), pp. 763-781.
Cameron, K.S. and Quinn, R.E. (2011) Diagnosing and Changing Organizational Culture:
Based on the Competing Values Framework. 3rd edn. San Francisco: Jossey-Bass.

Cameron, K.S., Quinn, R.E., DeGraff, J. and Thakor, A. (2006) Competing Values
Leadership. Cheltenham: Edward Elgar Publishing.

Campbell, D. and Shang, R. (2021) ‘Employee sentiment and the success of corporate
acquisitions’, Harvard Business School Working Paper, No. 22-014.

Campbell, J.Y., Lo, AW. and MacKinlay, A.C. (1997) The Econometrics of Financial
Markets. Princeton, NJ: Princeton University Press.

Carow, K., Heron, R. and Saxton, T. (2004) ‘Do prior relationships influence acquisition
premiums?’, Journal of Business, 77(3), pp. 573-602.

Cartwright, S. and Cooper, C.L. (1993) ‘The role of culture compatibility in successful
organizational marriage’, Academy of Management Executive, 7(2), pp. 57—70.

Cartwright, S. and Cooper, C.L. (2014) Mergers and Acquisitions: The Human Factor.
Oxford: Butterworth-Heinemann.

Cassiman, B., Colombo, M.G., Garrone, P. and Veugelers, R. (2005) ‘The impact of M&A
on innovation’, Research Policy, 34(2), pp. 195-220.

Caves, R.E. (1998) ‘Industrial organization and cross-border M&As’, Journal of
International Business Studies, 29(1), pp. 1-21.

Celestin, M. (2025) ‘Employee management during mergers and acquisitions:
Communication challenges and impact on turnover’, Brainae Journal of Business, Sciences
and Technology. (Volume/issue/pages unavailable.)

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

Chatman, J.A. and O’Reilly, C.A. (2016) ‘Paradigm lost: Reinvigorating the study of
organizational culture’, Research in Organizational Behavior, 36, pp. 199-224.

Chatman, J.A., Caldwell, D.F., O’Reilly, C.A. and Doerr, B. (2014) ‘Parsing organizational
culture’, Academy of Management Journal, 57(5), pp. 1334-1360.

Chatterjee, A. and Hambrick, D.C. (2011) ‘Narcissistic CEOs and executive compensation’,
Strategic Management Journal, 32(2), pp. 202-222.

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



Chemmanur, T.J., Andersson, M., He, J. and Hu, G. (2021) ‘Management practices and
M&A success’, Journal of Banking and Finance, 133, 106218.

Chemmanur, T.J., Cheng, L. and Ma, T. (2019) ‘Human capital, employee sentiment and
stock returns’, Journal of Financial Economics. (Volume/issue/pages unavailable.)

Chen, X., Harford, J. and Kamara, A. (2018) ‘Acquirer returns and merger momentum’,
Review of Financial Studies, 31(10), pp. 4038-4080.

Chen, Y. and Liu, B. (2022) ‘Corporate culture and M&A performance’, Journal of
Corporate Finance. (Volume/issue/pages unavailable.)

Cheng, C.C. and Yang, M.U. (2017) ‘Acquisitions and NPD performance: Role of corporate
culture and integration’, Journal of Product Innovation Management, 34(2), pp. 149-165.
Cherchem, N. (2017) ‘The relationship between organizational culture and strategy’, Journal
of Management Development, 36(3), pp. 319-332.

Child, J., Faulkner, D. and Pitkethly, R. (2003) The Management of International
Acquisitions. Oxford: Oxford University Press.

Child, J., Faulkner, D. and Pitkethly, R. (2003) The Management of International
Acquisitions. Oxford: Oxford University Press.

Chiu, W.H., Shih, Y.S., Chu, L.S. and Chen, S.L. (2022) ‘Merger and acquisitions
integration: Implementation as innovative approach toward sustainable competitive
advantage — A case analysis from Chinese sports brands’, Frontiers in Psychology, 13.
doi:10.3389/fpsyg.2022.86983.

Cho, S. and Chung, C.Y. (2022) ‘Review of the literature on merger waves’, Journal of Risk
and Financial Management, 15(10), 432.

Christoffersen, J., Plenborg, T. and Robson, M.J. (2014) ‘Measures of strategic alliance
performance, classified and assessed’, International Business Review, 23(1), pp. 203-215.
Cohen, W.M. and Levinthal, D.A. (1990) ‘Absorptive capacity: A new perspective on
learning and innovation’, Administrative Science Quarterly, 35(1), pp. 128-152.

Colman, H.L. and Lunnan, R. (2011) °‘Organizational culture and identity during
post-acquisition integration: A case study of a European acquisition’, Human Resource
Management, 50(6), pp. 839-856.

Colombo, M.G. and Rabbiosi, L. (2014) ‘Technological similarity, post-acquisition R&D
reorganization, and innovation performance’, Research Policy, 43(6), pp. 1039-1054.

Conn, C.P., Cosh, A., Guest, P. and Hughes, A. (2005) ‘The impact of cross-border
acquisitions on shareholder wealth: Evidence from UK companies’, European Management
Journal, 23(2), pp. 193-206.

Connelly, B.L., Certo, S.T., Ireland, R.D. and Reutzel, C.R. (2011) ‘Signaling theory: A
review and assessment’, Journal of Management, 37(1), pp. 39-67.

Cordero, R. (1990) ‘The measurement of innovation performance in the firm: An overview’,
Research-Technology Management, 33(3), pp. 27-31.

Cording, M., Christmann, P. and King, D.R. (2008) ‘Intermediate performance outcomes in
M&A: Review and prediction’, Journal of Management, 34(3), pp. 465-512.

Corritore, M., Goldberg, A. and Srivastava, S.B. (2020) ‘Duality in diversity: How internal
and external cultural heterogencity shape firm performance’, Administrative Science
Quarterly. (Volume and pages not available.)



Corum Group (2025) Surging Al M&A Market. Corum Group Insight Report. Available at:
https://www.corumgroup.com (Accessed: 31 January 2026).

Covin, J.G. and Slevin, D.P. (1988) ‘The influence of organization structure on the utility of
an entrepreneurial top management style’, Journal of Management Studies, 25(3), pp. 217—
234.

Cuypers, I.R.P., Ertug, G., Hennart, J-F. and Marchant, G. (2018) ‘The concept of “distance”
in international business research’, Journal of International Business Studies, 49(2), pp. 246—
258.

da Graga, T. (2023) ‘Mind the gap: The effect of cultural distance on mergers and
acquisitions — evidence from Glassdoor reviews’, Journal of Business Economics. (Or
working paper if unpublished.)

Dahlgren, S. and Bausch, A. (2019) ‘The role of corporate culture in mergers and
acquisitions’, Review of Managerial Science, 13. (Volume/issue/pages to be added.)

Datta, D.K. (1991) ‘Organizational fit and acquisition performance: Effects of
post-acquisition integration’, Strategic Management Journal, 12(4), pp. 281-297.

Datta, D.K. and Puia, G. (1995) ‘Cross-border acquisitions: An examination of the influence
of relatedness and cultural distance on shareholder wealth effects’, Management
International Review, 35(4), pp. 337-357.

Dauber, D. (2012) ‘Opposing positions in M&A research: Culture, integration and
performance’, Cross Cultural Management: An International Journal, 19(3), pp. 375-398.
Deshpandé, R. and Farley, J.U. (2004) °‘Organizational culture, market orientation,
innovativeness and firm performance: An international research odyssey’, International
Journal of Research in Marketing, 21(1), pp. 3-22.

Desyllas, P. and Hughes, A. (2010) ‘Do users write off R&D costs? Research and
development intensity and mergers and acquisitions likelihood’, Research Policy, 39(8), pp.
986-993.

Devlin, J., Chang, M-W., Lee, K. and Toutanova, K. (2019) ‘BERT: Pre-training of deep
bidirectional transformers for language understanding’, Proceedings of the 2019 Conference
of the North American Chapter of the Association for Computational Linguistics (NAACL),
pp. 4171-4186.

Dutordoir, M., Roosenboom, P. and Vasconcelos, M. (2014) ‘Synergy disclosures in mergers
and acquisitions’, International Review of Financial Analysis, 31, pp. 88-100.

Eckbo, B.E. (2009) ‘Bidding strategies and takeover premiums: A review’, Journal of
Corporate Finance, 15(1), pp. 149-178.

Eisend, M., Evanschitzky, H. and Gilliland, D.I. (2016) ‘The influence of organizational and
national culture on new product performance: A meta-analysis’, Journal of Product
Innovation Management, 33(3), pp. 260-271.

Ellis, K.M., Reus, T.H. and Lamont, B.T. (2011) ‘The effects of prior specialized extraction
experience on secondary resource access in international acquisitions’, Journal of
International Business Studies, 42(2), pp. 278-307.

Ethayarajh, K. (2019) ‘How contextual are contextualized word representations?’,
Proceedings of the 2019 Conference on Empirical Methods in Natural Language Processing
(EMNLP).



EY (2025) 2025 Deal Barometer: Al-enabled transformation and board strategies. Ernst and
Young Global Limited. Available at: www.ey.com (Accessed: 30 January 2026).

Fan, J.P.H. and Goyal, V.K. (2006) ‘On the patterns of merger activity: Why do firms
merge?’, The Journal of Business, 79(6), pp. 2925-2957.

Ferreira, M.P., Santos, J.C., de Almeida, M.ILR. and Reis, N.R. (2014) ‘Mergers and
acquisitions research: A bibliometric study of top strategy and international business journals,
1980-2010’, Journal of Business Research, 67(12), pp. 2550-2558.

Gallini, N.T. (2002) ‘The economics of patents: Lessons from recent U.S. patent reform’,
Journal of Economic Perspectives, 16(2), pp. 131-154.

Gao, Y., Maung, M. and Wang, Y. (2025) ‘ESG incidents and M&A decisions’, Journal of
International Financial Markets, Institutions and Money. (Advance online publication;
volume/issue/pages not yet assigned.)

Garcia, R. and Calantone, R. (2002) ‘A critical look at technological innovation typology and
innovativeness terminology: A literature review’, Journal of Product Innovation
Management, 19(2), pp. 110-132.

Ghosh, A. and Ruland, W. (1998) ‘Managerial ownership, the method of payment for
acquisitions, and executive wealth’, Journal of Finance, 53(1), pp. 353-376.

Giannetti, M. and Yafeh, Y. (2012) ‘Do cultural differences between contracting parties
matter? Evidence from syndicated bank loans’, Journal of Financial Economics, 104(3), pp.
506-526.

Gomes, E., Angwin, D. and Weber, Y. (2013) Mergers and Acquisitions in Practice.
Routledge.

GOmez-Mejia, L.R. and Palich, L.E. (1997) ‘Cultural diversity and the performance of
multinational firms’, Journal of International Business Studies, 28(2), pp. 309-335.

Gormley, T.W. and Matsa, D.A. (2014) ‘Common errors and variations in the use of fixed
effects in corporate finance’, Review of Financial Studies, 27(2), pp. 617-661.

Graebner, M.E. (2004) ‘Momentum and control as complementing forces in monitoring
potentially opportunistic subordinates’, Strategic Management Journal, 25(1), pp. 25-48.
Graebner, M.E., Heimeriks, K.H., Huy, Q.N. and Vaara, E. (2017a) ‘The challenge of
integration: A review of the M&A integration literature’, International Journal of
Management Reviews, 19(1), pp. 56-71.

Graebner, M.E., Heimeriks, K.H., Huy, Q.N. and Vaara, E. (2017b) ‘The process of
post-merger integration: A review and agenda for future research’, Academy of Management
Annals, 11(1), pp. 1-32.

Green, T.C., Huang, R., Wen, Q. and Zhou, D. (2019) ‘Crowdsourced employer reviews and
stock returns’, Journal of Financial Economics, 134(1), pp. 236-251.

Grimpe, C. (2007a) ‘Successful integration of R&D in M&A: Linchpin for sustainable
corporate success’, R&D Management, 37(3), pp. 231-244.

Grimpe, C. (2007b) ‘Successful product development after acquisitions’, R&D Management,
37(2), pp. 101-114.

Guiso, L., Sapienza, P. and Zingales, L. (2015) ‘The value of corporate culture’, Journal of
Financial Economics, 117(1), pp. 60-76.



Gupta, A. and Briscoe, F. (2020) ‘Organizational political ideology and corporate openness
to social activism’, Administrative Science Quarterly, 65(3), pp. 726-771.

Haleblian, J., Devers, C.E., McNamara, G., Carpenter, M.A. and Davison, R.B. (2009)
‘Strategy and management: A review and agenda for future research on mergers and
acquisitions’, Journal of Management, 35(3), pp. 469-502.

Hall, B.H., Jaffe, A. and Trajtenberg, M. (2005) ‘Market value and patent citations’, RAND
Journal of Economics, 36(1), pp. 16-38.

Han, Z. (2024) ‘Does Al adoption in M&A teams improve deal performance?’, Working
Paper. Available at: ssrn.com (Accessed: 30 March 2026).

Hannigan, T.R., Haans, R.F.J., Vakili, K., Tchistyi, A. and Kovacs, B. (2019) ‘Topic
modeling in management research: Rendering new theory from textual data’, Academy of
Management Annals, 13(2), pp. 586-632.

Harford, J., Humphery-Jenner, M. and Powell, R. (2012) ‘The sources of value destruction in
acquisitions by entrenched managers’, Journal of Financial Economics, 106(2), pp. 247-261.
Hasan, I., Hoi, C.K., Wu, Q. and Zhang, H. (2019) ‘Does corporate culture matter for M&A
activity?’, Journal of Banking and Finance. (Volume/issue/pages not available.)

Hassan, A., Khan, 1., Paltrinieri, A. and Dreassi, A. (2019) ‘The impact of mergers and
acquisitions on the operational performance of Islamic banks’, Journal of Islamic Accounting
and Business Research, 10(3), pp. 1-?? (pages incomplete in source).

Hassett, M.E. and Nummela, N. (2018) ‘Cultural distance and M&A performance’, in
Faulkner, D., Teerikangas, S. and Joseph, R.J. (eds.) The Oxford Handbook of Mergers and
Acquisitions. Oxford: Oxford University Press.

Haucap, J., Stiebale, J. and Wey, C. (2019) ‘A critical perspective on the 2019 EU merger
control review’, Journal of Industry, Competition and Trade, 19, pp. 479-515.

Haunschild, P.R. (1994) ‘How much is that company worth? Interorganizational
relationships, uncertainty, and acquisition premiums’, Administrative Science Quarterly,
39(3), pp. 391-411.

Hayward, M.L.A. (2002) ‘When do firms learn from their acquisition experience? Evidence
from 1970-1995°, Strategic Management Journal, 23(1), pp. 21-39.

Hayward, M.L.A. and Hambrick, D.C. (1997) ‘Explaining the premiums paid for large
acquisitions: Evidence of CEO hubris’, Administrative Science Quarterly, 42(1), pp. 103—
127.

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

Heckman, J.J. (1979) ‘Sample selection bias as a specification error’, Econometrica, 47(1),
pp. 153-161.

Hertel, K., Rottig, D. and Sarala, R.M. (2024) ‘Internal capital markets and the performance
of business group affiliates: The role of institutional development and group diversification’,
Journal of Banking and Finance, 162, 107141.

Hitt, M.A., Hoskisson, R.E. and Ireland, R.D. (1990) ‘Mergers and acquisitions and
managerial commitment to innovation in M-form firms’, Academy of Management Journal,
33(4), pp. 693-706.



Hitt, M.A., Hoskisson, R.E. and Ireland, R.D. (1991) ‘Corporate restructuring and strategic
control: The case of R&D spending’, Strategic Management Journal, 12(S1), pp. 29-47.

Hitt, M.A., Hoskisson, R.E., Johnson, R.A. and Moesel, D.D. (1996) ‘The market for
corporate control and firm innovation’, Academy of Management Journal, 39(5), pp. 1084—
11109.

Hoberg, G. and Phillips, G. (2010) ‘Product market synergies and competition in mergers and
acquisitions: A text-based analysis’, Review of Financial Studies, 23(10), pp. 3773-3811.
Hoberg, G. and Phillips, G. (2016) ‘Text-based network industries and endogenous product
differentiation’, Journal of Political Economy, 124(5), pp. 1423-1465.

Hofstede, G. (1980) Culture’s Consequences: International Differences in Work-Related
Values. Beverly Hills, CA: Sage Publications.

Hofstede, G. (2001) Culture’s Consequences: Comparing Values, Behaviors, Institutions and
Organizations Across Nations. 2nd edn. Thousand Oaks, CA: Sage Publications.

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

Homburg, C., Bucerius, M. and Tyagi, A. (2009) ‘Interorganizational synergy and M&A’,
Journal of Marketing, 73(5), pp. 102-118.

Hope, O.K., Thomas, W.B. and Vyas, D. (2011) ‘Financial reporting quality of U.S. private
and public firms’, The Accounting Review, 88(5), pp. 1715-1742.

Huang, L., Liu, Q., Tong, H. and Xiao, T. (2020) ‘BERT: Pre-training of deep bidirectional
transformers for language understanding’, Proceedings of EMNLP 2020. (Note: EMNLP
track; no pages provided in source.)

Huang, R., Li, S., Wang, T. and Wen, Q. (2015) ‘Does company culture pay off?’, Glassdoor
Research. Available at: research.glassdoor.com (Accessed: 28 December 2025).
Hutzschenreuter, T. and Voll, J.C. (2008) ‘Performance effects of added cultural distance in
the path of international expansion: The case of German multinational enterprises’, Journal
of International Business Studies, 39(1), pp. 53-70.

Jansen, J.J.P., Van Den Bosch, F.A.J. and Volberda, H.-W. (2006) ‘Exploratory innovation,
exploitative innovation, and ambidexterity: The impact of environmental determinants on
unit performance’, Management Science, 52(11), pp. 1661-1674.

Jenter, D. and Lewellen, K. (2015) ‘CEO preferences and acquisitions’, Journal of Finance,
70(4), pp. 1857-1897.

Kang, J.-K. and Kaplan, S.N. (2020) ‘Behavioral and textual analytics in corporate finance’,
Annual Review of Financial Economics, 12, pp. 1-21.

Kaplan, S. and Vakili, K. (2015) ‘The double-edged sword of recommender systems in the
generation of novel ideas’, Strategic Management Journal, 36(10), pp. 1435-1453.

Kapoor, R. and Lim, K. (2007) ‘The impact of acquiring capabilities on post-acquisition
innovation: Evidence from the semiconductor industry’, Strategic Management Journal,
28(11), pp. 1133-1151.

Kim, J., Haleblian, J. and Finkelstein, S. (2011) “When zeroes are heroes: How adverse early
experiences shape future outcomes in acquisitions’, Strategic Management Journal, 32(4),
pp. 403-421.



King, D.R., Bauer, F., Schriber, S. and Tarba, S. (2021a) ‘Meta-analysis of M&A
performance’, Journal of Management, 47(7), pp. 1747-1776.

King, D.R., Wang, G., Samimi, M. and Cortes, A.F. (2021b) ‘A meta-analytic integration of
acquisition performance prediction’, Journal of Management Studies, 58(5), pp. 1198-1236.
Kirkman, B.L., Lowe, K.B. and Gibson, C.B. (2006) ‘A quarter century of Culture’s
Consequences: A review of empirical research incorporating Hofstede’s cultural values
framework’, Journal of International Business Studies, 37(3), pp. 285-320.

Kleinknecht, A., Van Montfort, K. and Brouwer, E. (2002) ‘The non-trivial choice between
innovation indicators’, Research Policy, 31(7), pp. 1091-1107.

Kobayashi, V.B., Molinaro, A., Riordan, C.M. and Kline, T.J.B. (2018) ‘Text mining in
organizational research: A systematic review and grid of possibilities’, Organizational
Research Methods, 21(3), pp. 733-765.

Koch, S. and Pasch, S. (2023) ‘CultureBERT: Measuring corporate culture with
transformer-based language models’, 2023 IEEE International Conference on Big Data
(BigData), pp. 3176-3184. doi: 10.1109/BigData59044.2023.10386765.

Kogut, B. and Singh, H. (1988) ‘The effect of national culture on the choice of entry mode’,
Journal of International Business Studies, 19(3), pp. 411-432.

Konara, P. and Mohr, A. (2019) ‘Why we should stop using the Kogut and Singh index’,
Management International Review, 59(3), pp. 335-354.

Kothari, S.P. and Warner, J.B. (2007) ‘Econometrics of event studies’, in Eckbo, B.E. (ed.)
Handbook of Corporate Finance: Empirical Corporate Finance. Amsterdam:
Elsevier/North-Holland, pp. 3-36.

Krishnan, R., Miller, J.S. and Judge, W.Q. (1997) ‘Diversification and top management team
complementarity: Is performance improved by merging similar or dissimilar teams?’,
Strategic Management Journal, 18(5), pp. 361-374.

Kucher, A., Zhao, Y., Almeida, P. and Tarba, S. (2021) ‘Exploring the cultural, managerial
and organizational factors of M&A success’, Organizational Dynamics, 50(1).

Laamanen, T. (2007) ‘On the role of acquisition premium in acquisition research’, Strategic
Management Journal, 28(13), pp. 1359-1369.

Lal, A., Sharma, S., Mohapatra, S. and Dutta, A. (2023) ‘Cultural distance, firm boundaries,
and global sourcing’, Journal of International Economics, 145, p. 103814.

Langlois, C.C. and Schlegelmilch, B.B. (1990) ‘Do corporate codes of ethics reflect national
culture? A comparative study of European and American multinationals’, Journal of
International Business Studies, 21(4), pp. 519-539.

Larsson, R. and Lubatkin, M. (2001) ‘Achieving acculturation in strategic alliances and
mergers and acquisitions’, Human Relations, 54(12), pp. 1573-1607.

Lee, C.1., Rosenstein, S., Ryu, D. and Yao, J. (2019) ‘Do mergers create value? Evidence
from premium determinants’, Journal of Corporate Finance, 56, pp. 214-238.

Leiponen, A. and Byma, J. (2009) ‘If you cannot block, you better run: Small firms,
cooperative innovation, and appropriation strategies’, Research Policy, 38(9), pp. 1478-1488.
Li, C., Wang, H. and Zhang, C. (2026). 'Digital transformation and corporate mergers and
acquisitions: evidence and mechanism in China’, Pacific Basin Finance Journal, 93, art. no.
102305. Available at: doi.org (Accessed: 6 March 2026).



Li, F. (2010) ‘The information content of forward-looking statements in corporate filings —
A naive Bayesian machine learning approach’, Journal of Accounting Research, 48(5), pp.
1049-1102.

Li, F., Mai, F. and Shen, R. (2021) ‘Measuring corporate culture using machine learning’,
Management Science, 67(7), pp. 3965-3991.

Li, J., Zhu, F. and Hua, P. (2025) ‘Overcoming the organizational barriers to Al adoption’,
Harvard Business Review, 11 November.

Li, K. and Prabhala, N. (2007) ‘Selection models in corporate finance’, in Eckbo, B.E. (ed.)
Handbook of Corporate Finance: Empirical Corporate Finance. Amsterdam:
Elsevier/North-Holland, pp. 37-86.

Li, K., Mai, F., Shen, R. and Yan, X. (2021) ‘Measuring corporate culture using machine
learning’, The Review of Financial Studies, 34(7), pp. 3265-3315.

Li, S. and Haleblian, J. (2022) ‘National culture and M&A premiums’, Strategic
Management Journal, 43(8), pp. 1487-1520.

Lim, C., Berry, H. and Li, Q. (2016) ‘Asymmetric national cultural distance effects’, Journal
of International Business Studies, 47(7), pp. 761-774.

Lim, L.P., Chan, S.W. and Senik, Z.C. (2016) ‘The relationship between market orientation,
organizational learning, organizational culture and organizational performance’, South East
Asia Journal of Contemporary Business, Economics and Law, 9(2), pp. 11-21.

Liu, L. (2022) ‘Corporate culture and the market for corporate control’, Journal of Financial
Economics. (Volume/issue/pages unavailable.)

Liu, Y., Ott, M., Goyal, N., Du, J., Joshi, M. and Chen, D. (2019) ‘RoBERTa: A robustly
optimized BERT pretraining approach’, arXiv preprint. Available at: arxiv.org.

Long, C.P. and Fahey, L. (2000) ‘Diagnosing cultural barriers to knowledge management’,
Academy of Management Executive, 14(4), pp. 113-127.

Loughran, T. and Vijh, AM. (1997) ‘Do long-term shareholders benefit from corporate
acquisitions?’, Journal of Finance, 52(5), pp. 1765-1790.

Louis, M.R. (1981) ‘A cultural perspective on organizations: The need for and consequences
of viewing organizations as cultural-bearing milieux’, Human Systems Management, 2(4), pp.
246-258.

MacKinlay, A.C. (1997) ‘Event studies in economics and finance’, Journal of Economic
Literature, 35(1), pp. 13-39.

Maisenhelder, F., Baccarella, C., Maier, L., Miiller, J.M. and Voigt, K.I. (2025) ‘Does Al
adoption in M&A teams improve deal performance?’, Working Paper.

Malmendier, U. and Tate, G. (2008) “Who makes acquisitions? CEO overconfidence and the
market’s reaction’, Journal of Financial Economics, 89(1), pp. 20-43.

Mariani, A., Cifalino, A., Lisi, LLE. and Rizzo, M.G. (2024) ‘Management accounting change
in mergers and acquisitions: A multiple-case study’, Journal of Accounting and
Organizational Change, 20(6), pp. 252-276.

Marinescu, 1., Klein, N., Chamberlain, A. and Smart, M. (2018) ‘The ecological validity of
Glassdoor data’, SSRN Electronic Journal.

Marks, M.L. and Mirvis, P.H. (1998) Joining Forces: Making One plus One Equal Three in
Mergers, Acquisitions, and Alliances. San Francisco: Jossey-Bass.



Martin, K.D. and Shalev, 1. (2017) ‘Target-firm-specific information advantage in mergers
and acquisitions’, Academy of Management Journal, 60(2), pp. 642—666.

Martinez-Azua, M., Lopez-Cabarcos, M.A., Vazquez-Rodriguez, P. and Pifieiro-Chousa, J.
(2024) ‘Market orientation and innovation: A citation-based analysis’, Journal of Product
Innovation Management, 41(1), pp. 33-51.

Maseland, R., Dow, D. and Steel, P. (2018) ‘The Kogut and Singh national cultural distance
index: Time to start using it as a springboard rather than a crutch’, Journal of International
Business Studies, 49(9), pp. 1154-1166.

McKinsey and Company (2024) M&A Report 2024: Forging ahead in a high-stakes
environment. Available at: www.mckinsey.com (Accessed: 30 November 2025).

Mellahi, K. and Wilkinson, A. (2018) ‘A process perspective on organizational failure: A
qualitative study of the dynamics of failure in a professional service firm’, Journal of
Management Studies, 55(4), pp. 532-564.

Mikolov, T., Sutskever, 1., Chen, K., Corrado, G.S. and Dean, J. (2013) ‘Distributed
representations of words and phrases and their compositionality’, Advances in Neural
Information Processing Systems (NeurlPS), 26, pp. 3111-31109.

Moeller, S.B., Schlingemann, F.P. and Stulz, R.M. (2004) ‘Firm size and the gains from
acquisitions’, Journal of Financial Economics, 73(2), pp. 201-228.

Moeller, S.B., Schlingemann, F.P. and Stulz, R.M. (2007) ‘How do diversity of opinion and
information asymmetry affect acquirer returns?’, Journal of Financial Economics, 84(3), pp.
442-476.

Moniz, A., Silva, N.S., Silva, R. and de Almeida, I.D. (2024) ‘Extracting organizational
culture from text: The development and validation of a theory-based dictionary’, European
Journal of Work and Organizational Psychology, 33(5), pp. 589-608.

Morck, R., Shleifer, A. and Vishny, R.-W. (1990) ‘Do managerial motives drive bad
acquisitions?’, Journal of Finance, 45(1), pp. 31-48.

Morosini, P., Shane, S. and Singh, H. (1998) ‘National cultural distance and cross-border
acquisition performance’, Journal of International Business Studies, 29(1), pp. 137-158.
Mukherji, A., Mukherji, J., Dibrell, C. and Francis, J.D. (2013) ‘Overbidding in cross-border
acquisitions: Misperceptions in assessing and valuing knowledge’, Journal of World
Business, 48(1), pp. 39-46.

Naranjo-Valencia, J.C., Jiménez-Jiménez, D. and Sanz-Valle, R. (2011) ‘Innovation or
imitation? The role of organizational culture’, Journal of Business Research, 64(1), pp. 55—
62.

Nicholaisen, J. (2024) Cultural integration in mergers and acquisitions. Business Initiative.
(Access details not provided.)

O’Reilly, C.A., Chatman, J.A. and Caldwell, D.F. (1991) ‘People and organizational culture:
A profile comparison approach to assessing person-organization fit’, Academy of
Management Journal, 34(3), pp. 487-516.

Officer, M.S. (2007) ‘The price of corporate liquidity: Acquisition discounts for unlisted
targets’, Journal of Financial Economics, 83(3), pp. 571-598.

oshaun, L.J. (2025) ‘Impact of M&A on employee morale and culture’, Indian Journal of
Legal Review, 5(4), pp. 137-147.



Ozdemir, O., Upadhyay, A. and Andereya, R. (2022) ‘CSR and acquisition premiums’,
Journal of Business Ethics, 180(4), pp. 945-964.

Pan, Y. and Zhang, T. (2022) ‘Language and M&A premiums’, Management Science,
68(11), pp. 8241-8259.

Papadakis, V.M. (2005) ‘The role of employee involvement in M&A success’, International
Studies of Management and Organization, 35(4), pp. 41-62.

Petersen, M.A. (2009) ‘Estimating standard errors in finance panel data sets: Comparing
approaches’, Review of Financial Studies, 22(1), pp. 435-480.

PitchBook (2025) Deregulation and Al fuel megadeal rebound. PitchBook Market Insights
Report. Available at: https://pitchbook.com (Accessed: 17 November 2025).

Prabhu, J.C., Chandy, R.K. and Ellis, M.E. (2005) ‘The impact of acquisitions on innovation:
Poison pill, placebos, or curative?’, Journal of Marketing, 69(1), pp. 114-130.

Pritchett, P. (1985) After the merger: Managing the shockwave. Dow Jones-Irwin.

Puranam, P. and Srikanth, K. (2007) ‘What they know vs. what they do: How acquirers
leverage technology acquisitions’, Strategic Management Journal, 28(8), pp. 805-825.
Puranam, P. and Vanneste, B. (2016) Corporate Strategy: Tools for Analysis and
Decision-Making. Cambridge: Cambridge University Press.

Puranam, P., Singh, H. and Chaudhuri, S. (2009) ‘Integrating acquired capabilities: When
and how should acquired boundaries be maintained?’, Organization Science, 20(2), pp. 313—
331

PwC (2025) Al and private equity fuel surge in large M&A deals. PwC Deals Insight.

PwC (2025) Global M&A industry trends: 2025 outlook. Available at: www.pwc.com
(Accessed: 30 January 2026).

Quinn, R.E. and Rohrbaugh, J. (1983) ‘A spatial model of organizational effectiveness’,
Management Science, 29(3), pp. 363-377.

Raghavendra, R. and Vermaelen, T. (1998) ‘Tender offers and target resistance’, Journal of
Corporate Finance, 4(2), pp. 155-182.

Rahahleh, M. and Wei, M.S. (2013) °‘Strategic fit and performance in mergers and
acquisitions’, International Journal of Business and Management, 8(3), pp. 102-115.
Rao-Nicholson, R., Khan, Z., Akhtar, P. and Tarba, S.Y. (2016) ‘Emerging market
multinational firms’ leadership effects on post-acquisition integration’, International
Business Review, 25(1), pp. 115-127.

Remanda, L.C. (2015) ‘A review of organisational culture in M&A’, Journal of Media and
Communication Studies, 2(1), pp. 1-15.

Renneboog, L. and Vansteenkiste, C. (2019) ‘Cultural distance and M&A outcomes’, Journal
of Corporate Finance, 59, pp. 1-19.

Renneboog, L. and Vansteenkiste, C. (2019) °‘Failure and success in mergers and
acquisitions’, Journal of Corporate Finance, 58, pp. 650-699.

Reuer, J.J., Tong, T.W. and Wu, C.W. (2012) ‘A real options perspective on local presence in
foreign direct investment’, Journal of International Business Studies, 43(3), pp. 266—284.
Reus, T.H. and Lamont, B.T. (2009) ‘The double-edged sword of cultural distance in
international acquisitions’, Journal of International Business Studies, 40(8), pp. 1298-1316.



Rhodes-Kropf, M. and Viswanathan, S. (2004) ‘Market valuation and merger waves’,
Journal of Finance, 59(6), pp. 2685-2718.

Rogers, A., Kovaleva, O. and Rumshisky, A. (2020) ‘A primer in BERTology: What we
know about how BERT works’, Transactions of the Association for Computational
Linguistics, 8, pp. 842-866.

Rohra, N. and Anita (2023) ‘Impact of mergers and acquisitions: A critical review of
literature’, Academy of Entrepreneurship Journal, 29(S3), pp. 1-14.

Roshaun, 1. J. (2025) The Impact of Mergers and Acquisitions on Employee Morale and
Organizational Culture’, Indian Journal of Legal Review, 5(4), pp. 17-28.

Rossi, S. and Volpin, P.F. (2004) ‘Cross-country determinants of mergers and acquisitions’,
Journal of Financial Economics, 74(2), pp. 277-304.

Roth, K. and O’Donnell, S. (1996) ‘Foreign subsidiary compensation strategy: An agency
theory perspective’, Academy of Management Journal, 39(3), pp. 678-703.

Rottig, D. (2017) ‘Meta-analyses of culture’s consequences for acquisition performance’,
International Journal of Emerging Markets, 12(1), pp. 8-37.

Rubin, D.B. (2006) Matched Sampling for Causal Effects. New York: Cambridge University
Press.

Sarala, R.M. and Vaara, E. (2010) ‘Cultural differences, cultural distance and measurement
issues: The case of knowledge transfer in international acquisitions’, Journal of International
Management, 16(2), pp. 147-159.

Sarala, R.M., Junni, P., Cooper, C.L. and Tarba, S.Y. (2016) ‘A sociocultural perspective on
knowledge transfer in mergers and acquisitions’, Journal of Management, 42(5), pp. 1230-
1249.

Sarala, R.M., Junni, P., Cooper, C.L. and Tarba, S.Y. (2019) ‘A sociocultural perspective on
knowledge transfer in mergers and acquisitions’, Journal of Management, 45(5), pp. 1817—
1843.

Savovié, S., Nikoli¢, J. and Zlatanovi¢, D. (2021) ‘Acquisitions, organisational culture and
performance’, Management: Journal of Sustainable Business and Management Solutions,
26(1), pp. 1-14.

Schein, E.H. (1985) Organizational Culture and Leadership: A Dynamic View. San
Francisco: Jossey-Bass.

Schijven, M. and Hitt, M.A. (2012) ‘The vicarious learning of acquisitions’, Strategic
Management Journal, 33(11), pp. 1247-1268.

Schneider, S.C. (1988) ‘National vs. corporate culture: Implications for human resource
management’, Human Resource Management, 27(2), pp. 231-246.

Schneider, S.C. and Meyer, A.D. (1991) ‘Interpreting and responding to strategic issues: The
impact of national culture’, Strategic Management Journal, 12(4), pp. 307-320.

Schweiger, D.M. (2002) ‘M&A integration: Strategic, organisational and HR issues’, in
Pettigrew, A.M., Thomas, H. and Whittington, R. (eds.) Handbook of Strategy and
Management. London: Sage Publications, pp. 243-270.

Schweiger, D.M. and Weber, Y. (1989) ‘Strategies for managing human resource integration
in mergers and acquisitions’, Human Resource Planning, 12(1), pp. 19-33.



Schwert, G.W. (1996) ‘Markup pricing in mergers and acquisitions’, Journal of Financial
Economics, 41(2), pp. 153-192.

Schwert, G.W. (2000) ‘Hostility in takeovers: In the eyes of the beholder?’, Journal of
Finance, 55(6), pp. 2599-2640.

Scicluna, G., Smeulders, D., van Veen-Dirks, P. and van Rinsum, M. (2022)
‘Post-acquisition integration: Managing cultural differences and employee resistance using
integration controls’, Accounting, Organizations and Society, 107.

Scicluna, G., Smeulders, D., van Veen-Dirks, P. and van Rinsum, M. (2023)
‘Post-acquisition integration: Managing cultural differences and employee resistance using
integration controls’, Accounting, Organizations and Society, 107, 101416.

Shah, B. (2019) ‘Cultural differences and employee motivation in M&A’, Journal of
Business Studies, 12(4), pp. 45-62.

Shenkar, O. (2001) ‘Cultural distance revisited: Towards a more rigorous conceptualization’,
Journal of International Business Studies, 32(3), pp. 519-535.

Shrivastava, P. (1986) ‘Post-merger integration’, Journal of Business Strategy, 6(1), pp. 73—
78.

Sirmon, D.G. and Lane, P.J. (2004) ‘A model of cultural differences and the management of
knowledge in international joint ventures’, Strategic Management Journal, 25(4), pp. 303—
330.

Sirower, M.L. (1997) The Synergy Trap: How Companies Lose the Merger Game. New
York: Free Press.

Slangen, A.H.L. (2006) ‘National cultural distance and initial foreign acquisition
performance: The moderating effect of post-acquisition integration’, Journal of International
Business Studies, 37(2), pp. 161-182.

Smeulders, A., Xie, E., Baaij, M. and Volberda, H. (2023) ‘Prior interaction and acquisition
pricing’, Strategic Management Journal, 44(3), pp. 623-651.

Serensen, J.B. (2002) ‘The strength of corporate culture and the reliability of firm
performance’, Administrative Science Quarterly, 47(1), pp. 70-91.

Serensen, J.B. and Stuart, T.E. (2000) ‘Aging, obsolescence, and organizational innovation’,
Administrative Science Quarterly, 45(1), pp. 81-112.

Srivastava, S.B., Goldberg, A., Manian, V.G. and Potts, C. (2018) ‘Enculturation trajectories:
Language, cultural adaptation, and individual outcomes in organizations’, Management
Science, 64(3), pp. 1348-1364.

Stahl, G.K. and Voigt, A. (2008) ‘Do cultural differences bridge or divide? The impact of
cultural distance on peripheral and core outcomes in corporate acquisitions’, Journal of
International Management, 14(1), pp. 48-64.

Stahl, G.K. and Voigt, A. (2008) ‘Do cultural differences matter in mergers and acquisitions?
A theoretical integration and meta-analysis’, Organization Science, 19(1), pp. 160-176.

Stahl, G.K. and Voigt, A. (2008) ‘Meta-analysis of cultural differences in M&A’, Journal of
International Business Studies, 39(1), pp. 1-31.

Stanford University (2025) The Al Index 2025 Annual Report. Institute for Human-Centered
Al. Available at: aiindex.stanford.edu (Accessed: 30 March 2026).



Suk, D.Y. and Wang, P. (2021) ‘M&A performance and market reactions’, Journal of
Economics and Business, 115, 105976.

Suk, I. and Wang, S. (2021) ‘Deal size and market efficiency: Evidence from announcement
returns’, Review of Financial Studies, 34(9), pp. 4421-4455.

Suk, I. and Wang, S. (2021) ‘The effect of board interlocks on M&A performance: Evidence
from the 2000s’, Journal of Business Research, 136, pp. 1-15.

Sull, D. and Sull, C. (2020) ‘The Culture 500: Introducing a new way to measure corporate
culture’, MIT Sloan Management Review. Available at: sloanreview.mit.edu (Accessed: 30
March 2026).

Sull, D., Sull, C. and Hancock, B. (2019) ‘The Culture 500: Measuring corporate culture in
the wild’, MIT Sloan Management Review.

Sull, D., Sull, C. and Zweig, B. (2022) ‘Toxic culture is driving the great resignation’, MIT
Sloan Management Review, 63(2).

Tajfel, H. (1981) Human Groups and Social Categories: Studies in Social Psychology.
Cambridge: Cambridge University Press.

Teece, D.J. (2018) ‘Business models and dynamic capabilities’, Long Range Planning, 51(1),
pp. 40-49.

Teerikangas, S. and Very, P. (2006) ‘The culture—performance relationship in M&A: From
questions to answers’, British Journal of Management, 17(S1), pp. S31-S54.

Tihanyi, L., Griffith, D.A. and Russell, C.J. (2005) ‘The effect of cultural distance on entry
mode choice, international diversification, and MNE performance: A meta-analysis’, Journal
of International Business Studies, 36(3), pp. 270-283.

Trantopoulos, K., von Krogh, G., Wallin, M.W. and Woerter, M. (2017) ‘External knowledge
and information technology: Implications for process innovation performance’, MIS
Quarterly, 41(1), pp. 287-300.

Turner, J.C. (1982) ‘Towards a cognitive redefinition of the social group’, in Tajfel, H. (ed.)
Social Identity and Intergroup Relations. Cambridge: Cambridge University Press.

Vaara, E. (2002) ‘On the discursive construction of success/failure in narratives of
post-merger integration’, Organization Studies, 23(2), pp. 211-248.

Vaswani, A., Shazeer, N., Parmar, N., Uszkoreit, J., Jones, L., Gomez, A.N., Kaiser, L. and
Polosukhin, I. (2017) ‘Attention is all you need’, Advances in Neural Information Processing
Systems (NeurIPS), 30, pp. 5998-6008.

Vegas-Pires, J.M. (2013) ‘Mergers and acquisitions: A review of phases, motives, and
success factors’, International Journal of Economics, Commerce and Management, 1(3), pp.
1-16.

von Meyerinck, F., Romer, J. and Schmid, M. (2025) ‘CEO turnover and director reputation’,
Journal of Financial Economics, 163, p. 103971.

Wang, D., Luo, J., Zhang, Q. and Wei, L. (2020) ‘Cultural differences and synergy
realization in cross-border acquisitions: The moderating effect of acquisition process’,
International Business Review, 29(4), 101675.

Watson, W.E., Kumar, K. and Michaelsen, L.K. (1993) ‘Cultural diversity’s impact on
interaction process and performance: Examining multi-cultural and homogeneous real work
groups’, Academy of Management Journal, 36(3), pp. 590—602.



Weber, R.A. and Camerer, C.F. (2003) ‘Cultural conflict and merger failure: An
experimental approach’, Management Science, 49(4), pp. 400—415.

Weber, Y. and Tarba, S.Y. (2012) ‘Mergers and acquisitions process: The use of corporate
culture analysis’, International Journal of Human Resource Management, 23(20), pp. 4062—
4087.

Weber, Y., Shenkar, O. and Raveh, A. (1996) ‘National and corporate cultural fit in mergers
and acquisitions: An exploratory study’, Management Science, 42(8), pp. 1215-1227.
Wiedemann, M., zu Knyphausen-Aufsef3, D. and Ippendorf, N. (2025) ‘Revisiting Shimizu et
al. (2004): What do we know and what should we know about cross-border mergers and
acquisitions?’, Review of Managerial Science, 19(8), pp. 2373-2421.

Yang, N., Guo, Z., Wang, C. and Huang, Y. (2025). 'The role of digital transformation in
mergers and acquisitions', The North American Journal of Economics and Finance, 75, Part
A, art. no. 102306. Available at: doi.org (Accessed: 6 March 2026).

Yu, J., Lee, K., Han, K. and Cantor, D.E. (2024) ‘National cultural differences and
post-acquisition integration: Evidence from the logistics industry’, Production and
Operations Management, 34(5), pp. 1009-1027.

Zaheer, A., McEvily, B. and Perrone, V. (1998) Does trust matter? Exploring the effects of
interorganizational and interpersonal trust on performance’, Academy of Management
Journal, 41(4), pp. 629-652.

Zhang, L. and Miller, J. (2025) ‘Artificial intelligence in mergers and acquisitions:
Enhancing target screening, due diligence, and valuation accuracy’, American Journal of
Applied Science and Technology, 4(10), pp. 1-15.

Zhao, Y., et al. (2025). "Digital M&As, knowledge distance, and labor productivity:
Technical and organizational perspectives.”" Economic Modelling, 147, 107064.

Zheng, W., Zhang, M. and Wu, J. (2010) °‘Organizational culture, innovation and
performance: The moderating role of strategy’, Journal of Business Research, 63(7), pp.
763-772.

Zollo, M. and Meier, D. (2008) ‘What is M&A performance?’, Academy of Management
Perspectives, 22(3), pp. 55-77.

Zollo, M. and Singh, H. (2004) ‘Deliberate learning in acquisitions: Post-acquisition
strategies and integration capability in U.S. bank mergers’, Strategic Management Journal,
25(13), pp. 1233-1256.



APPENDICES

Appendix A — Examples associated with the four dimensions of the competing value framework

The classification of organizational culture in this paper uses NLP techniques to quantify
corporate values from unstructured text. The scores can be seen below in Appendix A which are
obtained from the CultureBERT transformer model designed specifically for the vocabulary used
in corporates (Koch and Pasch,2022). To ensure empirical validity, the model was manually pre-
trained and validated with 2,000 Glassdoor reviews. This training phase confirmed that the
model could tell the difference between employee feelings and the CVF four basic orientations

which are Adhocracy, Clan, Market, and Hierarchy (Cameron et al., 2006).

The probability score ranges from 0 to 1, with higher values indicating a strong identification
with a particular cultural dimension. For instance, a score of 0.9956 on the Adhocracy dimension
indicates a high adaptability and innovation behavior. In line with the CVF theoretical basis,
these dimensions are handled as non-mutually exclusive which means that they go hand in hand.
As organizational cultures are different, a single organization review may have a high rating
across one category than the other. This also indicates how complex different organizations are
across a wide range of sectors. This supports the notion that organizational culture remains

strong even during the surge of transactions in the Al boom.



Table 10: CVF Dimensions and Sample Review Text

CVF Dimension

Adhocracy (Create)

Focus: Adaptability,
flexibility, growth, and

innovation.

Clan (Collaborate)

Focus: Collaboration,
teamwork, and

employee development.

Score

0.0003

0.9956

0.0003

0.9979

Sample Review Text

This evaluation is for the Office 365 and Outlook teams.
Great people and management, family-friendly (excellent
work-life balance). Excellent perks and facilities (medical,
athletic fields, and even a treehouse). Free beverage cooler.
I've heard nightmares from certain teams, so ymm... no free
meals.

Fast-paced, with new products and technology, intriguing
opportunities, and the possibility to attempt something new
and different. Management and coworkers lent their support.
Constant reorganization, conflicting messaging at times, and
arduous advancement processes.

Discounts on services and reasonable salary. The company
has changed dramatically, they are just concerned in
increasing sales and not providing accurate information to
customers. Providing excellent customer service is not an
issue. Eliminating full-time employees and many jobs in the
US is incredible.

Work-life balance, one-on-one sales training, a welcoming
work atmosphere, and opportunities to advance. The folks
here are incredibly kind, everyone wants to succeed, and that

energy is transferred to all employees. | wish we had nicer



Market (Compete)

Focus: Business
performance, task
completion, and goal

achievement.

Hierarchy (Control)

Focus: Clear rules,
explicit instructions, and

strict controls.

0.0003

0.9970

0.0005

0.9931

bathrooms!

Culture management, effective learning, fair salary and
benefits policies, and flexibility. Cafe, immunization drive,
fully equipped gym, on-site doctors, and dietitians. | like
working for the company, it's a terrific location to discover
how interdepartmental teams operate together.

Nothing is worth the stress and accumulation. The salary is
competitive, however they are overworked and appear to be
breaking labor regulations. Management encourages you to
falsify figures in order to boost KPIs. Questionable patient
safety procedures at pharmacies.

The managers are wonderful and caring individuals. I enjoy
all of my coworkers and the work. Copy center is fast-paced
and continually changing, I enjoy getting to know the
products. However, the corporation makes cuts in the
incorrect locations, such as reducing part-time work.
Excellent perks for full-time employees. It's corporate retail,
which means extended periods of standing and
micromanaging everything you do. Wages are stagnant, with
annual raises ranging from 1 to 3%. Not a place to pursue a

career unless you want to be a pay slave.
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APPENDIX B — VARIABLE DEFINITIONS

Cultural scores for acquirers and targets are based on the CultureBERT transformer model,
which was applied to a corpus of around 550,000 employee reviews (2008-2025). Each
probability score runs from 0 to 1, with higher values indicating greater alignment with the

corresponding CVF dimensions.

Culture scores are averaged at the firm-year level and aggregated across all pre-announcement

years to reflect pre-deal cultural orientation.

Table 11: Independent variables

acg_hierarchy_culture The likelihood that the acquirer shares hierarchical values

(structure, control, formal coordination).

tar_clan_culture The likelihood that the target aligns with clan cultural beliefs.

tar_adhocracy_culture The likelihood that the objective aligns with adhocracy cultural
principles.

tar_market_culture The likelihood that the aim aligns with market cultural values.

tar_hierarchy_culture The likelihood that the aim aligns with hierarchical cultural
beliefs.

deal_culturaldistance Adapted Kogut and Singh's (1988) cultural distance index,

corrected for quadratic bias evaluates distance across CVF
dimensions.
deal _clan_culture_abs Absolute cultural disparity in clan values between the acquirer

and target.
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deal_adhocracy_culture_abs Absolute cultural disparity in adhocracy values between the

acquirer and target.

deal _market_culture_abs Absolute cultural disparity in market values.
deal_hierarchy_culture_abs Absolute cultural differences in hierarchy values.
deal_culturaldistance_js Jensen-Shannon divergence between acquirer and target

cultural distributions.

deal_culturaldistance_eucl The Euclidean distance between the four CVF vectors.

deal_culturaldistance_maha The Mahalanobis distance accounts for covariance among CVF
scores.

deal_culturaldistance_quadr The squared Kogut-Singh distance is used to test nonlinear
effects.

Table 12: Dependent variables

Variable Definition

acq_carb Acquirer's cumulative abnormal return (CAR) over the [-5,

+5] timeframe.

acq_carl0 Acquirer CAR during the [-10, +10] announcement
timeframe.

deal_car_weighted Value-weighted combined CAR of acquirer and target over
[-5, +5].

acq_2yr_sales_growth Two-year post-deal sales growth in comparison to the pre-
deal baseline.

acq_4yr_sales_growth Four years of post-deal revenue increase (deals after 2021).

deal_premium_1day Acquisition premium compared to the one-day pre-
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announcement pricing.

deal_premium_1week The premium is related to the price one week before the
announcement.

deal_premium_21month The premium is related to the price one month before the
announcement.

acq_2yr_patent_growth Increase in patents filed two years following acquisition.

acq_2yr_npd_growth Growth in new product development (NPD) within two

years of the deal.
acq_2yr_npd_projected NPD growth projections for transactions from 2024 to

2025 based on product roadmaps and beta phase pipelines.

Table 13: Al-Era variables from 2022 to 2025

Variable Definition

=1 if the acquisition has Al-centric strategic motives (for

deal_ai_pivot_dummy example, ML models, Al infrastructure, and automation skills).

The ratio of IT/compute infrastructure spending to acquirer

acq_compute_intensity revenue serves as an indicator for readiness to absorb Al-heavy
targets.

acg_ai_product_expansion_ =1 if the acquirer announces the expansion of Al-based product

dummy lines within 12 months of acquisition.

Table 14: Control Variables

Variable Definition



deal_value_In
deal_all_cash_dummy
deal_all_stock_dummy
deal_tenderoffer_dummy
deal_friendly_dummy

deal_relatedness_dummy

deal_hofstede_distance

acq_age

acq_assets_lastyear_In

acq_roa_lastyear

acq_rd_intensity

acg_industry_growth

acq_dealexperience

tar_age

tar_assets_lastyear_In

tar_roa_lastyear

tar_mb_ratio

Natural logarithm of the total transaction value.

=1 if the transaction is entirely cash-financed.

=1 if the transaction is fully funded by equity.

=1 if the transaction is structured as a tender offer.

=1 if the transaction is classified as friendly.

=1 if the acquirer and target have the same 2-digit SIC
industry code.

National cultural distance measured using Hofstede's six
dimensions.

Acquirer age (announcement year minus founding year).
Log transformed total assets a year before the deal.

Prior to the transaction, the acquirer made a return on the
assets.

R&D expenses split by revenue.

Industry revenue increase (2 digit SIC) in the year before
the transaction.

The number of acquisitions completed by the acquirer over
the previous three years.

The target firm's age.

Log of the target's total assets in the year preceding the
transaction.

Target return on assets before acquisition.

Prior to acquisition, the target market to book ratio was



determined.



