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Abstract

The changes experienced during a merger often reduce post-merger organizational identification
among the workforce, thereby undermining the strategic goals of the merger. While previous
research has shown that employees’ post-merger identification suffers less when they experience
a sense of continuity, the current paper explores methods of preserving post-merger identification
even when employees experience a sense of discontinuity. It is hypothesized that for these
employees, the perceived necessity of the merger strongly influences post-merger identification,
because a sense of necessity can reduce the uncertainty that typically inhibits post-merger
identification. A field study is presented (N = 144) to support this hypothesis. Finally,

implications for the organizational pre-merger communication process are discussed.
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Is the merger necessary? The interactive effect of perceived necessity and sense of
continuity on post-merger identification

Organizational mergers often decrease employees’ identification with and support for the
newly merged organization (Blake and Mouton, 1985; Haunschild, Moreland and Murrell, 1994;
van Dick, 2004). In turn, a decrease in post-merger identification can result in lower job
satisfaction, declining organizational citizenship behavior, lower team performance, and
increased turnover intentions (Jetten, O’Brien, and Trindall, 2002; Ullrich and van Dick, 2007;
van Dick, Ullrich, and Tissington, 2006; cf. also Rousseau, 1998) — all of which jeopardize the
strategic goals of the merging organization. Recent merger research based on Social Identity
Theory (Tajfel and Turner, 1986) and Self-Categorization Theory (Turner, Hogg, Oakes, Reicher,
and Wetherell, 1987) indicates that a stronger sense of continuity of the pre-merger
organizational identity (cf. Rousseau, 1998) inhibits the detrimental effects of a merger on
employees’ post-merger identification (Giessner, Viki, Otten, Terry, and Tduber, 2006; Jetten et
al., 2002; Ullrich, Wieseke, and van Dick, 2005; van Leeuwen, van Knippenberg, and Ellemers,
2003; van Knippenberg, van Knippenberg, Monden, and de Lima, 2002; cf. also Rousseau,
1998). Sense of continuity is a general feeling that the merged organization is a continuation of
the pre-merger organization (van Leeuwen et al., 2003; van Knippenberg & van Leeuwen, 2002;
van Knippenberg et al. 2002) and may be influenced by various factors (e.g., structural changes,
changes in colleagues, organizational status, etc.). As mergers often involve substantial change,
providing a sense of continuity of identity can be difficult. Consequently, it is crucial to
understand when and how the detrimental effects of mergers on post-merger identification can be
buffered for employees who experience a sense of discontinuity of their pre-merger identity.

The present paper offers insights into this question and makes several new contributions

to our understanding of how to increase post-merger identification when employees experience a
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discontinuity of their organizational identity. First, based on social identity perspectives on
mergers and acquisitions (Terry, 2001; van Knippenberg et al., 2002; Ullrich and van Dick, 2007)
and studies on the consequences of perceiving a necessity behind the merger (Boen,
Vanbeselaere, Hollants, and Feys, 2005a; Boen, Vanbeselaere, and Swinnen, 2005b; Ullrich et
al., 2005), this paper argues that perceiving the merger as a necessity can decrease perceived
uncertainty related to the merger and thus increase employees’ post-merger identification,
especially for employees who experience a relatively low (vs. high) sense of continuity (i.e., a
moderation hypothesis). Second, this paper predicts that the interactive effects of perceived
necessity and sense of continuity of identity on post-merger identification are explained via the
effects on uncertainty (i.e., a mediated moderation hypothesis). First empirical evidence for this
model is provided. This paper focuses mainly on the subjective experiences of employees during
a merger. The paper concludes with a discussion of how these findings can be used to improve
communication strategies before and during a merger.
Post-merger identification

Mergers are extreme organizational change processes that can generate high levels of
uncertainty (Marks and Mirvis, 2001; Schweiger and DeNisi, 1991) and, therefore, can
significantly influence the degree of employees’ organizational identification (Amiot, Terry, and
Callan, 2007; Giessner et al., 2006; Jetten et al., 2002; Terry, 2001, Ullrich et al., 2005).
Organizational identity has been defined in different ways and from different theoretical
perspectives (for an overview, see Haslam, Postmes, and Ellemers, 2003). In this paper, it is
defined as a “relatively enduring state that reflects an individual’s willingness to define him- or
herself as a member of a particular organization” (p. 382, Haslam, 2001). This definition of
organizational identification is grounded in the social identity approach (Tajfel and Turner, 1986;

Turner et al., 1987). The basic assumption of this approach is that people define themselves not



Continuity and Necessity 5

only on the basis of their individual characteristics and interpersonal relations (i.e., personal
identity), but also in terms of the characteristics of the groups to which they belong (i.e., social
identity). In other words, social groups can form a significant part of one’s self-concept through
the process of self-stereotyping (i.c., internalization of the organization’s defining characteristics,
norms and values). In turn, these internalized norms, values, and characteristics gleaned from the
organization can significantly influence the thoughts, actions, and feelings of its members (see
Haslam et al., 2003). Thus, organizational identification often forms an important part of the self-
concept of an employee (Ashforth and Mael, 1989; Hogg and Terry, 1999).

A common problem with organizational mergers is that they cause employees to feel
uncertain about the organization’s future (DiFonzo and Bordia, 1998; Marks and Mirvis, 2001,
Schweiger and DeNisi, 1991). Such feelings of uncertainty motivate individuals to identify with
other groups to reduce their anxiety (Hogg, 2007). Unfortunately, this uncertainty often results in
strong levels of identification with the pre-merger organization instead of the post-merger
organization (Gleibs, Mummendey, and Noack, 2008; Haunschild et al., 1994; Terry, 2001). This
phenomenon is problematic because low levels of post-merger identification disrupt the
integration process (Cartwright, 2005; Haslam, 2001; Terry, 2001). Post-merger identification is
positively related to job satisfaction, organizational citizenship behavior, emotional well-being,
team performance, and reduced turnover intentions (Jetten et al., 2002; Lipponen, Olkkonen, and
Moilanen, 2004; Olkkonen and Lipponen, 2006; Terry, Callan, and Carey, 2001; van Dick et al.,
2006; van Dick, Wagner and Lemmer, 2004). All these considerations combine to
overwhelmingly indicate that post-merger identification is an important precursor of success on
the human side of the merger process.

Sense of continuity and post-merger identification
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But under what conditions do employees identify with the post-merger organization and
how can the uncertainty of the merger be overcome to facilitate post-merger identification? These
questions have been addressed in recent years by several researchers. The study of post-merger
identification has explicitly focused on change and continuity as factors affecting organizational
identification. Rousseau (1998), for instance, argues that change per se is not the most important
factor influencing organizational identification. Indeed, employees know that organizations have
to change from time to time. However, despite organizational changes, employees generally want
to feel that they continue working for the same organization (Jetten et al., 2002; van Knippenberg
et al., 2002). Rousseau (1998) termed this feeling a “sense of continuity” and argued that this
sense of continuity is essential if employees are to maintain their identification with the
organization in the wake of major organizational changes. As organizational identification gives
meaning to one’s self definition (Haslam, 2004; Ashforth & Mael, 1989), a sense of continuity
should reduce self-uncertainties during organizational changes. If, however, employees
experience a decrease in the sense of continuity of their organizational identity, they are likely to
feel uncertain about their future situation (Jetten et al., 2002; Marks and Mirvis, 2001; Schweiger
and DeNisi, 1991) and, as a result, to identify less with the organization (Giessner et al., 2006;
Jetten et al., 2002).

Although various events can alter employees’ sense of continuity, these events typically
involve identity-defining characteristics (van Dick et al., 2006; van Leeuwen et al., 2003; van
Knippenberg et al., 2002), such as the name of the organization, corporate design, organizational
goals, organizational culture and organizational structure (Giessner et al., 2006). However,
continuous organizational changes are less prone to alter sense of continuity compared to radical
organizational changes (Ullrich et al., 2005). An organizational merger is among the most

dramatic organizational changes employees can experience (Hogan and Overmyer-Day, 1994).
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Based on Rousseau’s (1998) concept of sense of continuity and on the social identity perspective
(Tajfel and Turner, 1986; Turner et al, 1987; see also Ashforth and Mael, 1989), van
Knippenberg and colleagues (2002) argue that the sense of continuity of the organizational
identity is key to understanding when and why employees identify with post-merger
organizations. They demonstrate that the stronger an employee’s sense of continuity, the more
that employee tends to identify with the post-merger organization. In other words, employees
who feel the merged organization is still their organization tend to identify with the merged
organization (see also Jetten et al., 2002). In contrast, employees who perceive little relation
between their former organization and the merged organization tend to experience lower levels of
post-merger identification. This relationship has been repeatedly demonstrated in field studies
(Boen et al., 2005a, 2005b; Jetten et al., 2002; van Knippenberg, et al., 2002) and experiments
(van Leeuwen et al., 2003; see also Boen, Vanbeselaere, Brebels, Huybens, and Millet, 2007;
Boen, Vanbeselaere, and Wostyn, 2010; Giessner et al., 2006).
Necessity and post-merger identification

Although past research on sense of continuity has proven valuable to theory and practice, it
does not yet suggest what can be done to salvage post-merger identification among employees
who experience a discontinuity of their organizational identity? Employees who experience a
discontinuity of their organizational identity tend to experience higher levels of uncertainty,
which hinders identification with the post-merger organization (cf. Ullrich et al., 2005). Given
that organizational mergers generally imply dramatic changes for at least one of the merging
partners (most often for employees of the low status organization, van Knippenberg et al., 2002,
but see Giessner et al., 2006 for cases in which high status organization experience dramatic
changes), it is important to determine what factors might positively influence the degree of post-

merger identification among the employees most impacted by the merger.
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Merger decisions by top management are most often undertaken to help the organization
(Cartwright and Cooper, 1996). Unfortunately, the necessity of a merger is not always clear to the
employees of the merging organizations. A merger’s perceived necessity is defined as employees’
perception of the merger as motivated by the managerial and strategic aims of growth and/or
survival of the organization (Boen et al, 2005a, 2005b). Given the potentially dramatic changes
employees experience during a merger, understanding that the merger is necessary might help
employees to cope with their loss of identity and the related feelings of uncertainty. According to
the social identity perspective, individuals are motivated to identify with a group (e.g., post-
merger organization) because of the motivation to self-enhance and to reduce uncertainty (Hogg,
2007; Tajfel and Turner, 1986). Prior research has shown that uncertainty can be reduced through
giving meaning to a social situation (Hogg, 2007). By providing a clear picture of the common
fate of the organizations, the merger process receives meaning. This paper argues that employees’
understanding of the reasons and goals behind the merger should clarify the organization’s future
identity (Ullrich et al., 2005) and increase the belief in a common fate for all employees involved
in the merger process (Hogg, 2007). Conversely, confusion about the future of the organization
creates frustration and uncertainty which, in turn, increases the need to self enhance and the need
to reduce uncertainty (Ullrich et al., 2005). Consequently, perceiving the merger as necessary
should reduce uncertainty and help employees to make sense of the new organizational identity.
Other factors besides perceived necessity may influence employees’ feelings of uncertainty
surrounding a merger. However, perceived necessity might be able to reduce identity-related
feelings of uncertainty due to a merger (cf. Hogg, 2007). Indeed, previous research has shown

that perceived necessity of the merger positively influences post-merger identification (Boen et

al., 2005a, 2005b; Ullrich et al., 2005). However, the research to date has neither explained the
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underlying the process that mediates this influence nor identified the subset of employees for
whom necessity perceptions matter the most.
Sense of continuity, motivation and post-merger identification

Extending previous research, this paper argues that the perceived necessity of a merger
affects the post-merger identification of employees who experience a discontinuity of
organizational identity to a greater degree than those who experience a greater sense of
continuity. Employees with a strong sense of continuity of identity tend to report neither the
experience of dramatic organizational change nor the associated feelings of threat and uncertainty
(Rousseau, 1998). Their identity subjectively remains intact and, therefore, they tend not to feel
uncertain about their positions within the merged organization (Hogg, 2007). These employees
tend to identify more strongly with the post-merger organization than employees who experience
a discontinuity of organizational identity (Ullrich et al., 2005; van Leeuwen et al., 2003; van
Knippenberg et al., 2002). Consequently, for these employees, information about the necessity of
the merger likely has relatively little impact on their feelings of uncertainty or their post-merger
identification.

In contrast, employees with a low sense of continuity tend to feel uncertain about the
merger and to question their organizational identities (Jetten et al., 2002; Ullrich et al., 2005).
These employees tend to be uncertain about their place within the merged company and what the
new organization stands for. In line with the uncertainty reduction hypothesis of the social
identity perspective (Hogg, 2007), this paper argues that understanding the necessity of the
merger in terms of its underlying motives can reduce uncertainty related to the organizational
merger by helping these employees to justify the changes and adjust to a new meaning for the
organizational identity (cf. Hogg, 2007). Thus, although the identity of the old organization might

be lost (i.e., low sense of continuity), employees who accept the necessity of the merger tend to
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understand the goals and direction of the merged organization, reducing identity-related
uncertainties about the merger and thus increasing post-merger identification. These arguments
yield the following hypotheses:

Hypothesis 1. The positive relationship between perceived necessity and post-merger
identification is stronger when employees experience a low (vs. high) sense of continuity of their
organizational identities during a merger. In other words, a sense of continuity negatively
moderates the positive relationship between perceived necessity of the merger and post-merger
identification. (i.e. moderation hypothesis).

Hypothesis 2. The negative relationship between perceived necessity and uncertainty is
stronger when employees experience a low (vs. high) sense of continuity of their organizational
identities during a merger. In other words, a sense of continuity negatively moderates the
negative relationship between perceived necessity of the merger and uncertainty (i.e. moderation
hypothesis).

Hypothesis 3. The moderation predicted in hypothesis 2 explains the moderation predicted
in hypothesis 1. In other words, uncertainty mediates the interactive effect of sense of continuity
and perceived necessity on post-merger identification (i.e., mediated moderation hypothesis).

This hypothesis is also presented in Figure 1.

The study was conducted as a field study in the context of merging water control board
organizations in the Netherlands. These public organizations ensure the successful management
of water in the Netherlands. Thus, their main tasks are the maintenance of dikes and water

quality. In 1950, there were 2,500 water control board organizations throughout the country. This
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number decreased radically through merging to only 27 organizations by 2005. The current study
was conducted during a merger of four water control board organizations in 2005, creating a
single merged organization. Within this merger, one organization clearly enjoyed the highest
status and had the highest number of employees (about 400). The merged organization assumed
the name of the dominant organization as well as most features of its organizational structure and
culture. The other three water control board organizations were smaller in size (varying from
about 130 to about 50) and had to adapt to align with the high-status organization.

Method

Participants and Procedure. Questionnaires were distributed to the employees of the
merged water control board organization six months after the merger took place. In cooperation
with this organization, it was possible to distribute questionnaires randomly to 150 employees
working in the head office. The number of participants was restricted by the organization. At the
time, approximately 450 employees worked at the headquarters and the organization included
700 employees overall. Only employees who experienced the merger in 2005 took part.

Among the 150 employees, 144 respondents filled in the questionnaire, and four
incomplete questionnaires were discarded. The response rate was 93%, and most of the
respondents were male (N = 106). The age of the respondents varied from 21 to 65 years (M =
42.55, SD = 9.83). The sample’s gender distribution (76% male, 24% female) corresponds
closely with the overall gender distribution of the organization (77% male, 23% female), % =
.02, p = n.s. In addition, the average age of the sample nearly matched the overall average age of
employees at the organization (42 years). However, due to missing information about the
variation of age in the organization, it was not possible to test statistically for representativeness

of the sample. In terms of representation of the pre-merger organization, 31% of respondents
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came from the high-status organization, and the percentages of the employees from the lower-
status pre-merger organizations varied between 35% and 13%. Although this distribution does
not match the proportions of the merged organizations, it represents a relatively large sample to
test the predictions.

Measures. All items are provided in the Appendix. Table 1 summarizes all means,
standard deviations, internal consistency and correlations of the measures used. Participants
answered questions on 5-point scales ranging from 1 (= strongly disagree) to 5 (= strongly
agree). To measure perceived necessity of the merger, the study employed a short measure
adapted from Boen and colleagues (2005a, 2005b). Participants indicated the extent to which they
perceived the merger as necessary in terms of both a survival motive and a growth motive. The
two items correlated significantly, r(138) = .43, p < .001 and preliminary analyses indicated that
both items produced very similar effects. Therefore, an average score was used as a measure of
perceived necessity of the merger. Next, participants answered a 3-item scale measuring sense of
continuity adapted from van Leeuwen et al. (2003). The scale was reliable. A 3-item scale
adapted from van Knippenberg et al. (2002) to measure post-merger identification was also
included. Additionally, participants filled out a 4-item scale measuring uncertainty related to the
merger (adapted from Giessner et al., 2006, and Schweiger and DeNisi, 1991). Finally,
participants provided demographic information: gender, age, pre-merger organization, and years

of employment at the pre-merger organization.

Results
CFA of measured constructs. A confirmatory factor analysis was performed to examine the

distinctiveness of the study’s scales (using LISREL 8.80). A four-factor model was specified



Continuity and Necessity 13

presenting the latent variables necessity, sense of continuity, uncertainty, and post-merger
identification. The expected four-factor model fitted the data well, x* (48) = 76.99, p = .005, NF
=.92, CFl = .96, GFI = .92, SRMR = .069 (see Kline, 1998). A chi-square difference test
indicated that the four-factor model yielded a better fit to the data than did any of the one-factor
models, A * (6) = 230.08, p < .001, or any conceivable two- or three-factor model. In addition,
tests of all pairs of subscales (e.g., post-merger identification and sense of continuity) yielded a
better fitting two-factor solution compared to a one-factor solution.

Post-Merger Identification. A hierarchical regression analysis on post-merger identification
was conducted (see Table 2), using centered variables in all regression analyses (Aiken & West,
1991). The original organization of the respondents was included in the first step of the analyses
as a dummy-coded variable to control for potential effects of the participants’ pre-merger
organizational membership®. In the second step, the main effects of perceived continuity and
necessity were included. Finally, in the third step, the interaction term was included.

The first step explained a significant portion of the variance in post-merger identification,
indicating that the pre-merger organizational membership influenced the degree to which the
participants identified with the post-merger organization®. The second step of the analysis yielded
significant positive relationships with post-merger identification for both perceived continuity
and necessity. More importantly, the interaction of continuity and necessity was significant in the
third step. Following Aiken and West (1991), the study tested for the simple slopes of this
interaction (see Figure 2). As predicted, the perceived necessity of the merger had a strong
positive relationship to post-merger identification when perceptions of continuity were low, b =
.26, SE b = .07, beta = .32; p =.001. In contrast, when perceived sense of continuity was high,
necessity did not significantly predict post-merger identification, b =.02, SE b =.09, beta = .02 p

= .87.
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Because the relative statuses of the pre-merger organizations could potentially influence
the predicted relationship, a second hierarchical regression analysis was conducted with status of
the pre-merger organization (0 = low, 1 = high), sense of continuity and necessity (see Table 3).
The first step included the main effects, the second step included all two-way interactions, and
the third step included the three-way interaction. As in the first regression, only necessity and
sense of continuity significantly related to post-merger identification in step 1. Further, the
interaction of sense of continuity and necessity again was significant in step 2. All other effects
were non-significant. This analysis indicates that the status of the pre-merger organizations does
not change the relationship found in the first regression analysis.

Uncertainty. The same hierarchical regression analyses were also conducted on the
measure of uncertainty. The first step explained a significant portion of the variance in perceived
uncertainty, indicating that organizational background influenced the level of uncertainty®. The
second step yielded a significant effect on uncertainty. In this case, only perceived continuity
negatively related to uncertainty. More importantly, however, the interaction of perceived
necessity and continuity was significant in the third step. Following Aiken and West (1991), the
study tested for the simple slopes of this interaction (see Figure 2). Although these simple slopes
did not reach the commonly accepted level of significance, the pattern of the slopes supports
hypothesis 2. Necessity correlated negatively with uncertainty when perceptions of continuity
were low, b =-.12, SE b = .08, beta =-.13, p =.18. In contrast, when perceived sense of
continuity was high, necessity correlated positively with uncertainty, b =.16, SE b = .11, beta =
19, p = .15.

Again, a second hierarchical regression analysis was conducted with status as the

independent variable (see Table 3). As with the similar analysis relating to post-merger
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identification, this analysis yielded no significant effect of status or its interactive effects. Rather,

the interaction of necessity and sense of continuity was again significant.

Mediation Analysis. Mediated moderation was tested by using the procedures for
moderated regression analysis and path analysis recommended by Edwards and Lambert (2007).
This method provides a precise testing of hypothesis 3. Edwards and Lambert (2007) frame
mediation as a path model; relationships among variables are expressed with regression equations
and tested via bootstrapping methods (Efron and Tibshirani. 1993). Moderation is incorporated
by supplementing these equations with the moderator variable and its product with the
independent variable (Baron and Kenny, 1986). The equations are integrated through reduced-
form equations by substituting the regression equation for the mediator variable into the equation
for the dependent variable. This approach produces tests for direct, indirect, and total effects for
different values of the moderator variable. It offers the advantage of directly testing the specified
mediated model and provides statistical tests of moderation for the specific path (Edwards and
Lambert, 2007). As hypothesis 3 corresponds to a ‘First Stage Moderation Model’, the study
followed the steps suggested by Edwards and Lambert (2007) to test for this model. All analyses
controlled for organizational membership of the participants (as in the first regression analyses on
post-merger identification and uncertainty). Table 3 reports the results of the regression analyses.
Table 4 reports simple effects for each path of the mediated model, as well as the indirect and
total effects.

For uncertainty, the regression analyses reported in Table 3 indicate that sense of continuity
moderated the path from perceived necessity to uncertainty. The coefficients in Table 3 were

used to calculate the simple effects reported in Table 4. As predicted, for low sense of continuity
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(i.e., one standard deviation below the mean), necessity significantly (i.e., one-sided testing)
decreased uncertainty (first stage) which in turn significantly increased post merger identification
(second stage). The complete indirect mediation path (indirect effect) is significant in the
predicted direction (i.e., one-sided testing) as well. In contrast, for high sense of continuity (i.e.,
one standard deviation above the mean), there was no longer a significant relationship between
necessity and uncertainty and also no significant indirect mediation path. More importantly, the
difference in the indirect mediation is significant, reflecting a significant difference of the indirect
mediation path between low and high continuity, which supports hypothesis 3. Furthermore, the
total effect is significantly stronger for the low (vs. high) continuity condition. Taken together,
the results of this analysis yield strong support for hypothesis 3, suggesting that indeed perceived
necessity becomes a more important predictor of post-merger identification via uncertainty for
employees experiencing low (vs. high) sense of continuity.
Discussion

The field study results presented above integrate and extend organizational merger
research on the social identity perspective on post-merger identification (Giessner et al., 2006;
Gleibs et al., 2008; Terry, 2001; Ullrich et al., 2005; van Knippenberg et al., 2002). While former
research in this tradition focused on the sense of continuity of the organizational identity to
explain post-merger identification (cf. Rousseau, 1998), the current research extends this
perspective by providing theoretical and empirical evidence for an interaction between sense of
continuity and perceived necessity in predicting post-merger identification. This study suggests
that perceived necessity of the merger predicts post-merger identification especially for
employees who experience a low (vs. high) sense of continuity of identity. This finding is of

theoretical and practical importance because most organizational mergers involve dramatic
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changes, resulting in a low sense of continuity of identity for members of at least one of the
merging organizations (Cartwright and Cooper, 1996, Hogan and Overmyer-Day, 1994).
Continuity of Organizational Identity

The current findings have important theoretical implications for the study of continuity of
organizational identity. Previous research suggests that any uncertainty about the new
organizational identity elicits resistance and thus a decrease in post-merger identification
(Giessner et al., 2006; Schweiger and DeNisi, 1991; Terry, 2001; Ullrich et al., 2005). In turn,
van Knippenberg and colleagues (2002) proposed that a sense of continuity of the pre-merger
identity increases post-merger organizational identification (see also Jetten et al., 2002;
Rousseau, 1998). In line with this prediction, previous research has mainly concentrated on how
the sense of continuity can be strengthened to elicit stronger post-merger identification. However,
mergers usually represent dramatic organizational change for some employees of the merging
organizations. As such, many employees are likely to experience a low sense of continuity or
strong ambiguity about their future organizational identity (Terry, 2001). The current findings
suggest that understanding the necessity of the merger can help employees to reconstruct a strong
sense of organizational identity after experiencing a discontinuity of their previous organizational
identity.

Typically, the members of the lower status organization(s) experience a relatively low
sense of continuity (van Knippenberg et al., 2002). However, members of low-status and high-
status organizations have different expectations regarding the sense of continuity they will
experience due to a merger. Giessner and colleagues (2006) showed in a series of studies that the
members of the high-status organization expect assimilation or an integration in which their
original organization is strongly represented in the post-merger organization (i.e., strong sense of

continuity). However, they did not respond well to an equal representation in the merged
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organization (i.e., a relatively lower degree of sense of continuity). In contrast, employees of the
low-status organization tend to strongly support an equal representation in the merger. In other
words, high-status and low-status organizations differ in their baseline expectations about sense
of continuity and it is these different expectations that matter in determining organizational
identification outcomes. This previous research aligns with the current findings, in which sense
of continuity (controlling for employees’ pre-merger organizational membership) rather than
status of organizational membership interacts with perceived necessity in the prediction of post-
merger identification.

The current findings also have some parallels to the research on projected sense of
continuity (Ullrich et al., 2005). Ullrich and colleagues argue that sense of continuity might be a
positive-sum game between the dominant and dominated merger partners. Based on a qualitative
case study of an organizational merger, they suggest that there are two different types of
continuity: observable and projected. The former type relates to the sense of continuity as used in
this research, while the latter type reflects a “subjective belief that the relationship between path
and goal is clear and controllable” (p.1562). In this sense, projected continuity reflects a clear
goal of the merger and a clear idea of how to reach this goal. This projected sense of continuity
might also be able to increase post-merger identification. Indeed, this conception of the projected
sense of continuity seems closely related to the necessity of the merger. However, the current
research extends Ullrich’s et. al.’s model of dual continuity (observable and projected) by
showing that the relationship between perceived necessity, which resembles projected continuity,
and post-merger identification is contingent on the observable sense of continuity of identity.

Similarly, Boen and colleagues (2005a, 2005b) empirically demonstrated that perceived
necessity is a predictor of post-merger identification. Importantly, however, the current research

extends these findings by providing first empirical evidence of the interactive effects between
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perceived necessity and sense of continuity on post-merger identification. In addition, the current
results provide evidence for the underlying mechanism of uncertainty reduction related to the
merger. In this way, the present results both corroborate and extend former research on perceived
necessity and projected sense of continuity.
Implications for Merger Practice

The current findings point to several considerations germane to the practitioner. Most
importantly, these findings highlight the importance of strong internal communication before and
during a merger. If managers can convince their employees that the organization will remain
relatively unchanged or that the merger is necessary for the organization as a whole, the
employees are far more likely to identify with the merged organization, thus minimizing
problems related to the human factors of the merger. However, it might be difficult to influence
such employee perceptions, because employees who experience change tend to rely on a wide
variety of resources in their sense-making process (cf. Rousseau and Tijoriwala, 1999). Thus,
even if the internal communication process focuses on these important topics, employees might
gather diverging information from other sources (e.g., through gossip, external media, etc.).
Therefore, one promising strategy might be to monitor the uncertainties of the employees at the
beginning of the integration process and to communicate more clearly the necessity of the merger
towards the employees with high uncertainty. Such a proactive strategy could prevent a vicious
circle in which uncertainties related to the merger increase over time and end up hindering post
merger identification.

In addition to human resource practitioners, executives planning mergers might also glean
lessons from these findings. Sometimes mergers simply lack legitimacy (e.g., hostile takeovers).
Furthermore, a merger might be based primarily on egoistical motives of the management

(Cartwright & Cooper, 1996). If employees perceive such self-serving motives of the
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management, they are less likely to support organizational changes (Rousseau & Tijoriwala,
1999). In such cases, management has to find ways to communicate the underlying motive of the
merger as growth or survival. Otherwise, it is rather unrealistic to convince employees of the
necessity of the merger, and executives should take into consideration the higher costs involved
in the merger integration phase. Perhaps only such organization-wide motives as growth and
survival can elicit feelings of necessity among rank and file employees. This line of inquiry could
prove fertile ground for future research.

Legitimacy can also pose problems for a management team trying to convince employees
of a merger’s necessity. Previous research has shown that persuasion attempts by outgroup
members are less successful than persuasion attempts by ingroup members, because outgroup
members are perceived as less trustworthy sources of information (McGarty, Haslam,
Hutchinson, and Turner, 1994). A management team can be perceived as an outgroup for two
primary reasons. First, if one merger partner takes the lead in the new merged organization, the
management team of this organization might be perceived as an outgroup by the members of the
other organization(s) involved in the merger. This scenario is very likely, as organizational
mergers often heighten the salience of pre-merger group memberships (Giessner and
Mummendey, 2008; Terry, 2001). Thus, the management team can be perceived as an outgroup
in the sense that they come from the other organization. Second, employees might perceive their
own management team as an outgroup — a group who differs from the rank-and-file employees.
In both cases, the persuasion attempt might fail because the employees distrust the management
team. Thus, employees within each pre-merger organization might require justification of the
necessity of the merger via persons perceived as ‘one of us’ instead of as ‘one of them’, and these
persons might need to come from the rank-and-file workforce rather than from the executive

management team.



Continuity and Necessity 21

The current findings also indicate that feelings of discontinuity of identity are not
confined to employees of low-status organizations. Rather, sense of continuity varies within
dominant organizations as well. In addition, dominant and submissive organizations tend to have
different standards on which they evaluate the subjective sense of continuity. Members of high-
status organizations tend to expect more continuity than members of the low-status organizations
(Giessner et al., 2006). Therefore, it is important for all organizations involved in the merger to
proactively communicate the necessity of the merger to employees.

Limitations

The present research, like any other, is not without its limitations. First, although the
sample of the study was representative in terms of its gender distribution, it was not possible to
test for the representativeness in terms of age. Furthermore, members of the high-status
organization were underrepresented in the study. However, the descriptive information available
suggest that age composition might be representative and the sample size of the high-status and
low-status organizations involved in the merger was large enough to test the hypotheses.

Second, although the current study provides field data supporting the results, measured
independent and dependent variables are from the same source. This could create common
method variance and thus artificially increase correlations between the variables in focus
(Podsakoff, MacKenzie, Podsakoff, and Lee, 2003). However, the focus in this research was on
the effect of the interaction between sense of continuity and perceived necessity on post-merger
identification. Common method variance makes it less likely to find such an interaction effect
(McClelland and Judd, 1993) and cannot explain or artificially create interactions (Evans, 1985).

Furthermore, causality cannot be tested with the current data. However, it is impractical to
test real merger processes within a laboratory setting. But the causal data available on the

influence of sense of continuity on post-merger identification (Boen et al., 2007, 2010; van
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Leeuwen et al., 2003) seem to support at least a causal linkage between sense of continuity and
post-merger identification. In addition, the research cross-sectional design does not allow to draw
conclusions on the changes in time. However, a recent studies indicate that time influences the
effect of sense of continuity (Gleibs et al., 2008), indicating that the effects of sense of continuity
on post-merger identification might become less strong at later merger stages. However, to date
no theoretical account has yet addressed this issue in detail.

The current research is based on a social identity approach to organizational mergers (cf.
Terry, 2001; Ullrich and van Dick, 2007) and focuses on how post-merger identification can be
increased for employees who experience a relatively low sense of continuity. Therefore, this
research does not address other factors that might influence post-merger identification and
uncertainty.

Another limitation relates to the rather weak effects of the individual variables on
uncertainty. First, although the interactive effect of sense of continuity and perceived necessity on
uncertainty is significant, the simple slopes did not reach significance. Second, the mediation test
yielded significant effects for the first stage and the indirect effect using only one-way
significance tests. However, the interaction proves the moderation, and the simple slopes support
its direction (Aiken and West, 1991; Dawson and Richter, 2006). Moreover, the mediation tests
are in the predicted direction and thus allow for one-way testing (Howell, 1997). Therefore, the
results generally support the hypotheses. Still, it might be that the study’s measure of uncertainty
focused too much on job-related uncertainty, neglecting other aspects of uncertainty. Indeed,
previous research (Bordia et al., 2004) suggests that uncertainty involves three inter-related
factors: strategic uncertainty, structural uncertainty, and job-related uncertainty. This framework,
however, has not yet been applied to a social identity perspective. Such a differentiation of

uncertainty might be helpful, and future research could explore whether all three aspects of
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uncertainty are influenced by sense of continuity and perceived necessity or whether only certain
aspects of uncertainty are affected.

Finally, the measures used in the study restrict the current scope of generalization. It
might be questioned whether each measure used in the study reflects the best possible
operationalization of the underlying construct. However, only adapted established measures were
used in the study and a confirmatory factor analysis proved that the measures represent distinct
constructs.

Conclusion

Organizational identity is an important aspect of employees’ self-concepts (Ashforth and
Mael, 1989; Haslam et al., 2003; van Dick, 2004). Organizational mergers often challenge these
organizational identities, creating uncertainty and resistance in the workforce and decreasing
identification with the merged organization. Organizations, however, must change periodically to
compete with other organizations. An organizational merger is a particularly potent form of
change with the potential to create strong competitive advantages. While past research has argued
that the best way to manage an organizational merger is to provide employees with a feeling of
continuity rather than of change (Ullrich et al., 2005; van Knippenberg et al., 2002; van Leeuwen
et al., 2003; cf. Rousseau, 1998), the disruptive nature of mergers often makes this strategy
impractical. The present research illuminates a new strategy: by effectively communicating the
necessity of the merger, executives can avoid merger-induced morale issues despite employees

experiencing significant changes to their organizational identities.
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! The study also included preliminary analyses that controlled for demographic variables
(i.e., age, gender, years of employment). The demographics explained only .4 percent of the
variance in post-merger identification, Fehange = .17, p = .92, and .8 in the variance of uncertainty,
Fehange = .37, p = .78. Thus, the results of the analyses were not significantly affected through the
inclusion of the demographics as covariates. Therefore, statistical analyses are reported without
demographic variables, increasing statistical power for all reported analyses.

2 The study also included a one-factorial ANOVA on the measure of post-merger
identification. Organizational background predicted significantly the degree of post-merger
identification, F(1, 136) = 4.34, p = .006, npz =.09. Members of the high-status pre-merger
organization identified more strongly with the post-merger organization (M = 3.72, SD =.70)
than members of the other three organizations (organization B: M = 3.37, SD = .92; organization
C: M =3.21, SD = .68; organization D: M = 3.32, SD = .56). This finding is in line with former
research on organizational mergers and acquisitions (van Knippenberg et al., 2002; Terry, 2001).

3 The study also included a one-factorial ANOVA on the measure of uncertainty.
Organizational background predicted significantly the degree of uncertainty, F(1, 136) = 3.80, p
=.01, npz =.08. Members of the high status pre-merger organization felt less uncertain (M = 2.03,
SD = .65) than members of the other three organizations (organization B: M = 2.61, SD = .82;

organization C: M = 2.41, SD =.77; organization D: M = 2.47, SD = .77).
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Table 1. Means, Standard Deviations, Cronbach’s alpha (in Correlation Matrix Diagonal) and

Correlations of the Dependent Variables

M SD (1) ) ©) (4)
(1) Necessity 264 .89 (.60)
(2) Sense of Continuity 273 .86  .18* (.76)

(4) Post-merger Identification 3.41 .72  .29***  51***  (.86)

(5) Uncertainty 231 .79  -.09 S3IRRR_40RRF (72)

*p < .05, ** p < .0L; *** p < .001
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Table 2. Summary of Regression Analysis for Necessity and Sense of Continuity Predicting Post-

merger ldentification and Uncertainty

Post-merger Identification Uncertainty
B SEB B B SEB B
Step 1
Organization (dummy coded)
Dummy 1 -.35 .20 -.16 .58 21 26 **
Dummy 2 -51 15 -.34 ** .38 16 24 *
Dummy 3 -.39 A7 -23%* 45 18 24 *
A R? .09 .08
AF 4.34 ** 3.80 **
Step 2
Necessity 18 .06 22 %% -.02 .07 -.03
Continuity .38 .07 45 FF* -21 .08 -23%*
A R? 24 .05
AF 23.77 *** 3.55*
Step 3
Necessity x
Continuity -15 .06 -17* 16 .08 A8 *
A R? .03 .03
AF 5.05* 436 *

Note. * p <.05; ** p <.01; *** p <.001; Predictors were centralized (Aiken & West, 1991).
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Table 3. Summary of Regression Analysis for Status, Necessity and Sense of Continuity Predicting

Post-merger ldentification and Uncertainty

Post-merger Identification Uncertainty
B SEB B B SEB B
Step 1
Status (0 = low, 1 = high) 12 12 .08 -.27 A5 -17
Necessity A7 .06 20 ** -.03 .07 -.03
Sense of Continuity .38 .07 A5 xE* -.21 .08 23*
A R? 31 12
AF 20.37 *** 6.12 **
Step 2
Status x Necessity 23 14 .38 -.15 A7 -.23
Status x Continuity -02 .14 -14 10 .16 .16
Necessity x Continuity -18 .07 -20%* .18 .08 20%*
A R? .04 .04
AF 2.48 1.81
Step 3
Necessity x Continuity x
Status -.05 14 -.08 -.07 A7 -11
A R? .001 .001
AF 13 18

Note. * p <.05; ** p <.01; *** p <.001; Predictors were centralized (Aiken & West, 1991).
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Table 4. Results for the Moderated Path Analysis Approach

X M VA

2
Necessity  Uncertainty  Continuity Xz R
Uncertainty .02 0.21** 16* A15*
Post-merger
-21%* -.32%* 27%*

Identification

Note. Entries in columns X, M, Z, and XZ are unstandardized regression coefficients. The first row
reflects the regression equation for M (i.e., the mediator). The second row reflects the regression
equation for Y (i.e., the dependent variable). Empty cells reflect that the associated variables are
not part of the respective regression equation. Further, in all regression equations, the study
controlled for participants’ organizational background (dummy coded). These dummy variables
are not reported here. The equations reflect the First Stage Moderation Model (Edwards and
Lambert, 2007)

*p<.05**p<.01
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Table 5. Analysis of Simple Effects Moderation by Sense of Continuity (First Stage Moderation

Model)

Moderator Stage Effect

variable First Second Direct Indirect Total

Sense of continuity

Low -13f -.32%* 21%* 04" 25%**
High .16 -.32*%* 21%* .05 .16*
Differences .29* - - -.09* -.09*

Note. Entries are unstandardized regression coefficients. For rows labeled low and high, table
entries are simple effects computed using coefficient estimates from Table 3. Differences in simple
effects were computed by subtracting the effects for low continuity from the effects for high
continuity. Tests of differences for the first stage are equivalent to tests of perceived necessity by
sense of continuity on uncertainty, as reported in Table 3. The indirect effect equals the product of
the first and second stages. The second stage is equal in both conditions in this model. Effects
involving products of coefficients (indirect effect, total effect) were tested using bias-corrected
confidence intervals derived from bootstrap estimates. The second stage effect and the direct effect
are identical for low and high continuity in this model.

"p < .05, (one sided), * p < .05, ** p < .01.
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Figure 1
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Figure 2. Post-merger identification and uncertainty as a function of sense of continuity and

necessity of the merger.
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Appendix
Necessity of the merger
I think the merger has been necessary for the preservation of my former organisation.
I think the integration has been necessary to support the growth (i.e., better conditions, more

resources, etc.) of my former organisation.

Uncertainty

During the integration | have felt generally uncertain.

During the integration | have felt threatened about losing my job.

During the merger | have been concerned that I will lose important financial benefits.

During the merger | have not felt safe with regards to my future career.

Sense of continuity
In the new organisation the identity of the former organisation is still visible.
The new organisation is very similar to my former organisation | worked for.

My new organisation is very representative for my former organisation.

Post-merger Identification
I identify myself with the new organisation.
I consider myself as belonging to the new organisation.

| feel strong ties with the new organisation.



