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ABSTRACT 


EFECfIVE LEADERSHIP STYLE AND ORANIZA TIONAL COMMUNICATION 


TOWARD JOB SATIFACTION DURING MERGER AND ACQUISITION (M&A) 


STAGE 


Peter Wong Tzyy Chuan 


This study was done to detennine the effective leadership style and organizational 

communication towards job satisfaction during merger and acquisition stage at CIMB 

Berhad. The dependent variable in this study is job satisfaction meanwhile the 

independent variables are transformational leadership style, charismatic leadership 

style and top-down communicatio Quantitative survey, a questionnaire in a fonn of 

Likert Scale was used to obtain data. Thirty (30) respondents from an overall 

population of 50 employees were involved in this study. The data collected was 

analyzed using the Statistical Package for the Social Sciences (SPSS), Version 12.0. 

Percentages were used to detennine the distribution of demographic. There was 

significant correlation (p<0.000) between the use of transfonnationalleadership style 

(r =0.594), charismatic leadership style (r == 0.682) and top-down communication (r = 

0.572) with job satisfaction~urthennore through regression analysis, charismatic 

leadership style and top-down communication became the dominant factors in 

affecting job satisfaction. Hence, the findings of this study can be used as a reference 

in improving job satisfaction during organization change peri0Y 
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A BSTRAK 


CARA KEPIMPINAN DAN KOMUNlKASI ORGANISASI YANG EFEKTIF 


TERHADAP KEPUASAN KERJA SEMASA DALAM ARENA PENGGABUNGAN 


DAN PEMEROLEHAN 


Peter Wong Tzyy Chuan 


Kajian ini bertujuan untuk mengkaji cara kepimpinan dan komunikasi efektif 

terhadap kepuasan kerja semasa penggabungan dan pemerolehan di CIMB Berhad. 

Pembolehubah bersandar dalam kajian ini mentpakan kepuasan kerja manakala 

pembolehllbah tidak bersandar terdiri daripada cara kepimpinan transformasi, cara 

kepimpinan karisma dan komunikasi atas-bawah (top-down communication) yang 

mempengaruhi kepuasan kerja. Metodologi survey iaitu borang soal selidik yang 

berbentuk skala likert telah digunakan untuk mendapatkan data kajian. Kajian ini 

telah melibatkan 30 orang responden daripada keselunthan populasi iaitu 50 orang 

pekerja. Data yang diperolehi dianalisa dengan Statistical Package for the Social 

Sciences (SPSS), Versi 12.0. Perattlsan dijumlahkan untuk mengira tabUl'an 

demografi. Terdapat hubungan signifikasi (p<0.000) di antQl'a cara kepimpinan 

transformasi (r = 0.594), cara kepimpinan karisma (r = 0.682), komunikasi ke

bawah (top-down communication)(r = 0.572) dengan kepuasan kerja. Selain itu 

melalui Analisis Regresi Berganda, didapati cara kepimpinan karisma dan 

komunikasi atas-bawah (top-down communication) menunjukkan factor yang paling 

dominant yang mempenganthi kepuasan kerja. Dengan itu, dapatan kajian ini boleh 

digunakan sebagai ntjukan dalam meningkatkan kepuasan kerja semasa perubahan 

organisasi berlaku . 

xu 
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CHAPTER 1 


INTRODUCTION 


1.0 Introduction 

Mergers and acquisitions (M&A) is a global phenomenon, with an estimate of 

4,000 deals taking place every year (International Labor Organization, 5-9 February 

2001). However, this is not a recent development but it already happened since the 

past two decades where mergers have become a global phenomenon and a popular 

strategic choice for companies' growth and expansion (Seith et aI., 2000 as cited in 

Lodorfos and Boateng, 2006). It has been a very popular strategy for global 

businesses, attaining growth, diversification, or profitability (Fowler and Schmidt; 

Victoria Bellou, 2007). A number of scholars such as Weber, Ashkenas et al. and 

Boateng and Bjortuft as cited in (Lodorfos and Boateng, 2006) argue that mergers 

and acquisitions (M&A) of companies is a common and important response to 

globalization and the changing market environment. 

And since 1980s we have witnessed an increase in M&A between firms of 

different sizes and different industry types (Tetenbaum, 1999 as cited in Appelbaum 

and Gandell, 2003). The trend to engage in this type of vertical integration or 



diversification does not seem to show signs of diminishing In the near future 

(Appelbaum, Gandell, Shapir, Belisle, and Hoeven, 2000). 

In short, usually the primary purpose ofmerging and acquiring new firms is to 

improve the overall perfonnance of the finn (Lubatkin, 1983 as cited in Appelbaum 

et ai, 2000) by achieving synergy, achieves normal economic profits while the value 

created rests almost solely with the film that was approached (Barney, 1997 as cited 

in Appelbawn et ai, 2000) or to attain certain economies of scale (Barney, 1997; 

Burke, 1987 and Lando, 2000 as cited in Appelbaum, and Gandell, 2003), the more 

commonly described as "2 + 2 = 5" effect (Cartwright and Cooper, 1993a; Hovers, 

1971 as cited in Appelbaum et aI, 2000) or "2 + 2 = 3" effect (Cartwright and Cooper, 

1993a as cited by Appelbaum, and Gandell, 2003) between two business units that 

will increase their competitive advantage (Porter, 1985 as cited by Appelbaum and 

Gandell, 2003). 

1.1 Background of the Study 

M&A causes a lot of changes to the employees both physical and 

psychological Sometimes, employees take time to get used to the changes that 

merger and acquisition bring and thus affecting employee's attitude and behavior. 

This would directly or indirectly affect their job satisfaction. 

According to Schweiger and Denisi (1991), M&A increases employees' 

uncertainty and with that increase there seems to be an increase in stress and a 

decrease in sati faction, commitment, intention to remain within the organization and 

perceptions of tlle organization's trustworthiness, honesty and caring especially 

during M&A stage (Simpson, 2000 as cited by Han and Kleiner, 2003). 
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In the banking industry where merger phenomenon is being the most obvious, 

whereby the changes that merger and acquisition brings are also affecting the job 

satisfaction of bank employees. In Malaysia, various banks had merged after the 

economic crisis in the late 1990's as a deliberate defensive strategy to further stabilize 

their resources. Since then, many banks take this initiative in order to be able to 

sUlVive in the market. Among them are RHB Bank Berhad which is the result of the 

merging of RHB Bank Berhad and Bank Utama Malaysia Berhad, and recently 

CIMB Bank Berhad which is a result of merging of Bumiputra-Commerce Bank 

(BCB) with CIMB and further had acquired Southern Bank Berhad (SBB) on 31 st 

May 2006 (CIMB, 2007). 

Throughout the process of M&A or even after both entities are fully merged 

and acquired , the effects it brings is experienced by the employees especially the one 

who stayed after the merger. The changes from the merging and acquisition are 

adapting to new culture, new policies, reorganization of the company and the new 

environment which will affect the employee's job satisfaction. 

If M&A is in any way related to these employees' job satisfaction, various 

corrective actions can be taken as a proactive solution to the problems in employees' 

dissatisfaction with the organization. 

1.2 Problem Statement 

The M&A of banks has known to have impacts on various levels in the banks' 

operation, including the employees. The effects have great influence on the 

employees' behavior thus affecting their job satisfaction. Whether the effects bring 

positive or negative outcomes, it will in a way affecting the bank's effectiveness and 

competitiveness. 
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From the past integration management, they are usually extremely weB 

planned in terms of the financial and legal aspects. This is supported by strategic 

management scholars, where they said that most research study issues relating to the 

method of diversification, focusing on the consistency of the M&A to the business 

strategy (Clemente and Greespan, 1998, Clarke, 1987, Ramaswamy, 1997 as cited in 

Papadakis, 2005). Furthermore, most previous researchers have used such measures 

as return on assets (Papadakis, 2005 and GauGhan and Patrick, 1994) to assess the 

success ofM&A. 

According to Donald M, Depamphilis (2003), he argued that there are a lot of 

finns who resolutely focus their attention to regulatory measures as well as income 

statement and financial statement projection of their firm to survive during M&A. 

Therefore, it seems that M&A often create significant trauma for both the acquiring 

and acquired firm (Walsh, 1988 as cited by Covin, Kolenko, Sightler, and Tudor, 

1997). 

Meanwhile, many recent studies emphasized that the main reason for M&A 

failure is attributed to poor human resource planning (Appelbaum et aI, 2000) and 

implementers often overlook "people" issues, even though they may be just as 

important (OeVoge and Spreier, 1999 as cited in Appelbaum, and Gandell, 2003). 

This statement had been supported by some empirical evidence which had been 

reported for discussion at the Tripartite Meeting on the Employment Impact of 

Mergers and Acquisitions in the Banking and Financial Services Sector held on 5-9 

February 2001. Geneva also emphasized that M&A failure is due to neglection ofthe 

human factor (International Labor Organization, 2001). 

This research paper will emphasize on the lack of leadership and 

organizational communication during M&A stage that may affect an employees' job 

satisfaction and also bring failure to the integration process. These are proven by 
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studies done by Simpson in 2000 and Han and Kleiner in 2003, where they found that 

the opportunity for M&A to fail is greatest during the integration process. 

Regarding leadership during M&A stage, Larsson and Finkelstein (1999; 

Pablo and Sitkin, 2004) had said that the role of leadership and its effect on M&A 

performance have not been well studied. This is because traditional research on M&A 

had not examined any details concerning what constitutes M&A leadership nor has it 

specify how it might make a difference. This above statement was also agreed by 

several researchers such as Ashkenas et al. (1998), Buono (1989), Marks and Mirvis 

(1999), Post (1994), Thach, Liz and Nyman, and Mark (2001) as cited by Wright and 

Towler (2004). All of them have emphasized that leadership will affect job 

satisfaction. 

Arian (as cited in Able, 2007) said that leadership is very essential during 

merging and acquisition period. Arians' arguments had been confirmed by Tower's 

research which suggested that during period of transition, employees look first to 

leader for guidance about how to react and behave, for motivation and for focus. In 

organizational leadership studies, some researcher found that between 80% and 90% 

ofemployee behavior is determined by their leader behavior or style (Appelbaum and 

Gandell, 2003). 

Based on Larsson and Finkelstein (1999; as cited by Pablo and Sitkin, 2004), 

there is some leadership studies which have been specified. Regarding this argument, 

we can specify that different types of leadership style can bring different effect to 

employee's satisfaction. From leadership literature review, there were just a few 

studies done on transformation leader namely Beatty and Lee (1992 as cited by 

Covin, Kolendo, Sighter, and Tudor (1997). Furthermore, there are only several 

researcher studied about charismatic leader such as Avolio, Waldman, and Einstein 

(1988 as cited by PiUai 1995); Hater and Bass (1988); House et al. (1991); Howel1 
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and Avolio (1993); Howell and Frost (1989); Howell and Higgins (1990a) which was 

cited by Howell (1997) and Wright and Towler (2004).Those researchers had agreed 

that transformational and charismatic leadership played a very important role and are 

able to enhance employees' job satisfaction during merger and acquisition period. 

According to Schein (2001), many practitioner literatures suggests that top 

leadership focuses on fiscal and legal aspects of M&A and not in top management 

leadership talent which is in short supply. Therefore there has been little systematic 

attention to the effect ofleadership on M&A performance (Pablo and Sitkin, 2004) 

Besides, effective organizational communication is also one of the essential 

parts which enhance employees' job satisfaction and the success of M&A. This 

statement had been supported by Peterson and Voules in 2007. They said that 

communication is essential when managing people issues during complex 

organization change. For example getting communication right also helps to mitigate 

other merging and acquisition risk such as employee's satisfaction. This view is also 

supported by Larkin and Larkin in 1994, where they suggested that downward 

communication is most effective if top management communicates directly with their 

immediate supervisors and immediate supervisors communicate with their staff 

(Baker, 2002). But Appelbaum, Gandell, Yortis, Proper, and Jobin (2000) view that 

this phenomena was lacking during M&A stage. 

With reference to previous studies, we know that it is not only important to 

notify the effect unto the financial performance and survival of the company, but it is 

also important to discern the effect it has on the job satisfaction of the employees. 

For the preceding literature review notwithstanding, relatively fewer studies 

have investigated the link between job satisfaction and leadership style and top-down 

communication during M&A stage. Furthermore, just some of the researchers are 
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interested in studying about charismatic and transfonnational leadership. This is 

because both of the terms are very closely related and both are the agent of change 

during organizational change (Slack, 1997; as cited in Kelly, 2003). Besides in 

Malaysia, not many studies have been done in this area. 

However many studies had been conducted by western scholars but their 

findings sometimes cannot be generalized towards other organization in different 

geographical area. This study therefore is carried out to further investigate 

relationship between transfonnational and charismatic leadership style and top-down 

communication toward employee's job satisfaction during M&A stage in the context 

ofbanking institution in Kuching, Sarawak. 

1.3 Research Objectives 

1.3.1 General Objective 

To investigate whether leadership style and organizational communication has 

a ignificant impact on job satisfaction during M&A stage. 

1.3.2 Specific Objectives 

a) To investigate whether transfonnational leadership style has a significant 


impact onjob satisfaction during M&A stage. 


b) To investigate whether charismatic leadership style has a significant impact 


OD job satisfaction during M&A stage. 


c) To investigate whether top-down or downward communication has a 


significant impact on job satisfaction dUling M&A stage. 


d) To examining if there is significant impact of the three independent variables 


towards job satisfaction. 
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1.4 Conceptual Framework 

Independent Variables 

Dependent Variable 

Leadership StyLe 
• Transformational 
• Charismatic 	

Job Satisfaction 

Organizational Communication 
• 	 Top-down or downward 

communication 

Figure 1: Conceptual Framework 
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15 Research Hypotheses 

Hypotbesis 1: 


There is a positive relationship between transfonnational leadership style and job 


satisfaction during M&A stage. 


ypotbesis 2: 

There is a positive relationship between charismatic leadership style and job 

satisfaction during M&A stage. 

Hypotbesis 3: 


There is a positive relationship between top-down/downward communication and job 


satisfaction during M&A stage. 


Hypotbesis 4: 


All the Independent Variables (Transfonnational leadership style, charismatic 


leadership style and top-down communication) can predict Dependent Variable Gob 


satisfaction). 


1.6 Significance of the Study 

The findings of this study can benefit the organization in understanding the 

employees' feeling. Through this study, they will know which factors have to be 

strengthened and which shortcomings should be overcome. This study also can help 

th organization to understand the feelings and thoughts of their employees that is 

associated with satisfaction. 

In this study, the employees will have a chance to give feedback to the 

organization. They may express their feelings toward their work or working 
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environment during integration period. Therefore, it could be value-added 

information for the organization. 

Furthennore, it also contributes knowledge to practitioner especially during 

M&A stage. Within M&A management knowledge, practitioner can plan an effective 

M&A strategic plan for implementation and the creation of a positive atmosphere for 

the changes. Furthennore, practitioner can also learn how employees feel about a 

pending initiative or recent change. 

Besides that, this study can contribute to the knowledge base for future study 

on this field. It could be value-added infonnation for everyone as well. 

1.7 Defmition of Term 

L7.1 Job Satisfaction 

oaceptual Term 

Job satisfaction has been defined as "a function of the perceived relationship 

bel'wecll what one wants from one's job and what one perceives it as offering" 

(Locke, 1969 as cited in Lund, 2003). 

Opentional Term 

Within this research, the operational definition of employee job satisfaction is 

based on the sum of variance between expected satisfaction and actual satisfaction in 

1b mind during M&A stage at elMB. 
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1.7.2 

Cooeeptual Term 

pp.S). 

Operational Term 

1 ,.3 

Cooceptual Term 

Merger and Acquisition 

For a legal or tructural perspective merger is defined as a combination of two 

fums in which only one finn's identity survives (Depamphilis and Donald, 2003, 

Meanwhile, acquisition occur when one company takes a controlling 

owneIShip interest in another firm, a legal subsidiary of another firm, or selected 

assets ofanother finn (Depamphilis and Donald, 2003, pp6). 

CIMB Bank Berhad which is a result of merging of Bumiputra-Commerce 

Bank (BCB) with CIMB and further had acquired Southern Bank Berhad (SBB). 

During the merger and acquisition stage, top management ofCIMB Bank Berhad had 

done their public announcement on 31 st May 2006 

Leadership Style 

Bohn and Grafton (2002; as cited in Chang and Lee, 2007) presume that 

_--...hip means the way to create a clear vision, filling their subordinates with self

confidence, created through coordination and communication to detail. 
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