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Abstract

This paper emphasizes the importance of communigathergers and acquisitions to business
networks. Based on a conceptual discussion, | g@@m analytical framework for communicating
mergers and acquisitions to business networks itamga four aspects: communication actors,
communication content, communication channels amanheunication timing.

1. Introduction

Mergers and acquisitions are some of the most itapbchanges to organizations and are therefore
studied within multiple disciplines and from vargiperspectives. Mergers and acquisitions have
been looked into mainly from the angle of the meggtompanies themselves; their organizational fit,

company cultures, mergers and acquisitions aegitathange, the merger or acquisition process and
arising synergies between involved firms (for aereiew see Anderson et al., 2003). However, the

reactions to these changes from other companidiseirsame network are less readily recognized.
According to business-to-business marketing rekeaators are not isolated, but connected through
technologies, knowledge, social relationships, adbtrative routines and other interdependencies.
Firms are directly and indirectly connected in tielaships, which makes them respond to changes
within other organizations. (Hakansson and Sneli@&95)

In this paper | make a simple assumption; that ccesssful merger or acquisition, no matter it's

purpose — growth, synergies, diversifications er ititention to acquire new business relationships —
is dependant on achieving (explicitly or implicjtlglesired reactions from surrounding network

members.

But we know very little about how business networ&act to mergers and acquisitions and most
importantly, we lack knowledge about how to managegers and acquisitions as to achieve desired
responses. In this respect, researchers in relfidds such as change management, human
communication and human resource management hame pwch further. They have been able to
find clear connections between proper managememeoders and acquisitions and positive reactions
among employees. So to explore how business netwairauld be taken into account when facing
mergers and acquisitions, | will start this papgroltlining some of their findings, focusing on the
importance of communication which they identifytlas key element affecting employees’ responses.

Researchers mean that personnel experience untgri@nxiety and stress when facing mergers or
acquisitions. Worries about potential decline iats and job security result in reduced morale,
reduction in productivity, absenteeism and tardinegich ultimately lead to unsuccessful mergers
and acquisitions. (DiFonzo and Bordia, 1998; Basti987; Schweiger and DeNisi, 1991; Kramer
and Pierce, 2004) “Thus, it seems that the only feaymanagement to deal with the anxiety that
follows a merger or acquisition announcement isctmmunicate with employees as soon as possible
about all the anticipated effects of the changedlufato do so will increase uncertainty and
employees’ willingness to rely upon rumours, whaan further increase anxiety. That uncertainty
and anxiety can lead to such dysfunctional outcoagestress, job dissatisfaction, low trust in the
organization and commitment in it, and increasednitions to leave the organization.” (Schweiger
and DeNisi, 1991, p 111)

Analogous to this, | believe that external acteact to mergers and acquisitions in similar wayat t
communication plays a similarly important role ahdt undesired network reactions can ultimately
ruin an otherwise successful merger or acquisitidime aim with this paper is to emphasize the
importance of communicating mergers and acquisstiinbusiness networks. Based on a conceptual
discussion, | will propose an analytical framewdok communicating mergers and acquisitions to
business networks containing four aspects: commatinit actors, communication content,
communication channels and communication timing.
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2. Resear ch on I nternal Change Communication

Researchers in change management, human commanieetd human resource management have
shown great interest in the process of communigatirergers and acquisitions to employees. All

studies in these areas have been able to disdhageetfective communication to personnel is a

necessary part of any merger and acquisition &gt it mitigates expected negative reactions from
individuals involved. In fact, it is suggested thammunication is the most important factor

throughout the entire merger and acquisition precefdien wanting to secure organizational

effectiveness (Appelbaum et al., 2000a). Reseaschearh as Bastien (1987) have identified common
patterns connecting internal communication varigklgh rumours, employee turnover and employee
commitment to the new organization. Such pattehraulsl also be applicable when studying the

connection between change communication and busimetw/ork reactions.

Taking the uncertainty reduction theory as theartstg point, researchers mean that employees
experience uncertainty, anxiety, loss of contrsess and culture shock when facing a merger or an
acquisition (Schweiger and DeNisi, 1991; DiFonzal &ordia, 1998; Appelbaum et al., 20003a;
Appelbaum et al., 2000b). It is this uncertaingther than the change itself, that is so stregsful
employees (Schweiger and DeNisi, 1991). “Orgaroredi transformation often portends
unpredictable future events and/or is accompaniedriexpected present occurrences. Employees
naturally experience insecurity, uncertainty, andss of a sense of control.” (DiFonzo and Bordia,
1998, p. 297) The most valuable workers with begiootunities in the external market tend to leave
the organization first, which means that the organon’s survival becomes riskier, creating a
feedback loop that can develop into a crisis ofanizational dysfunction (Greenhalgh and Jick,
1989).

In times of change, communication enables employeesake sense of their altered environment
(DiFonzo and Bordia, 1998; Kramer and Pierce, 2Q@ferring to Isabella, 1990). Appropriate
communication helps employees understand the meathéinge, the personal effects of the proposed
event and enables managers to gain involvemeneagdgement in the change process (Goodman
and Truss, 2004). “If organizational communicatiennot addressed, reduced productivity and
employee absenteeism and turnover will result, ifgpdiltimately to an unsuccessful merger or
acquisition. Only increased communication and eyg#émanagement interaction can prevent or
repair the damage done.” (Appelbaum et al., 20p06850) To achieve desired reactions, information
put forth by managers should never elaborate ocudgee upon hypothesized scenarios of what is
expected in the future (Appelbaum et al., 2000h)tstead offer forthright messages.

According to uncertainty reduction theory, indivéds experience a declining level of uncertainty as
they gain information (Berger and Calabrese, 197Sjudies on merger and acquisition
communication to employees have therefore idedtiteveral sources of information that help
individuals make sense of the new situation. Whapi&t et al. (1989) examined the communication
used during a merger they separated official, foro@mmunication — such as meetings with
management and superiors, newsletters and memosm-ififormal sources — such as customers,
friends, rumours and media. Kramer and Pierce (RO@o studied pilots’ reactions to
communication and uncertainty during the acquisitid their airline by another airline presented
more categories: (1) official sources such as mgstwith management and superiors, official
statements, memos and newsletters, (2) outsidetsasicustomers, friends and employees of other
airlines, (3) peers, including crewmembers and gé@ethe company, (4) union officials, including
meetings and messages, and (5) media, such asnatld and television.

Thus, multiple sources are found to affect uncetyaiollowing a merger or an acquisition. However,
it is important to remember that all forms of conmumation do not have the same impact



(Appelbaum et al., 2000a) and that employees’ médion requirements vary as the change process
proceeds. “For example, the national news medi&dllp cover major M&A announcements,
making them potential information sources at a mesgonset, but such coverage is minimal during
integration. In addition, employees’ informatioreds change over time.” (Kramer and Pierce, 2004,
p. 76) It is found that the value of official soasctend to increase as time passes by as thegstrimb
reducing for example work setting uncertainty amtartainty related to customer service issues
(Kramer and Pierce, 2004). Lack of direct top-domemmunication can have harmful effects.
Further, it has been suggested that a non-routieesage should be communicated through richer
communication channels, of which face-to-face ctnigthe richest form available. (Appelbaum et
al., 2000a)

As the mere merger or acquisition announcementtegeancertainty and speculations that can
sabotage an otherwise successful corporate progeacommunication timing is of great importance.
Only early information gives involved individualset tools to handle the disequilibrium of change. A
communication plan should be developed and putpragtice before any merger or acquisition deal
is finalized. “Delays in communication can resuleimployees feeling apprehensive and even hostile
toward the merger or acquisition, making any subeasfj communication process strained and
difficult.” (Appelbaum et al., 2000a, p. 650, rafag to Kelly, 1989) Although delays in
communication may be intentional due to manager®ams that advance notification could result in
sabotage or reduction in productivity, not one Engtudy has been able to identify absenteeism,
tardiness or reduced productivity as a direct tesfuloo early information (Appelbaum et al., 2000a
referring to Leana and Feldman, 1989). On the aoptinformation overload does not really apply in
such periods (Appelbaum et al., 2000b), which melaasmerging companies seldom have to worry
about releasing too early or too much information.

Communication timing was more thoroughly analysed\apier et al.’s study (1989) in which the
communication process during a merger between tewkd was examined. It was found that
employees during the whole merger development tmoich of the responsibility for acquiring
information and managing their uncertainty. Thesdiisfaction with the communication used began
already in thenitial merger phase in which employees did not receiveoffigial information about

the merger or its likelihood before the actual amme@ment of the intent to merge. Instead, personnel
in both organizations learnt about the possiblegerefrom local newspapers. While rumours kept
spreading, several employees began to think alpmlgtung their job resumes. At the same time, they
actively sought information by discussing the isgith customers.

To avoid this type of problem, DiFonzo and Bordi@48) suggest that managers should enable open
and collective planning and engage in actions tnaintain trust, for example by informing
employees prior to media. Explainimdny this event is taking place and how it will affgersonnel

in both organizations help managers to achieverdatein the merger or acquisition process
(Goodman and Truss, 2004). As DiFonzo and Bord#®&]) put it, “rumours are a symptom of the
uncertainty that often accompanies organizatiomange and persist or even flourish when poor
communication strategies fail to adequately asstizigeuncertainty” (p. 297). The lack of early and
proper communication is what makes employees torrsgeculative rumours or manufacture
information themselves to fill the information gahat is why DiFonzo and Bordia (1998) suggest
not concealing any information without commentingwvehy it is concealed. Trust is violated when
management says nothing but enacts change. Antiefexommunication strategy should therefore
revealmorerather than less information. If complete facts raot available, managers should provide
partial information and sayhenmore details will be available. This approach wes/en successful

in DiFonzo and Bordia's study (1998) when rumoursl gersonnel’'s search for information
decreased long before detailed facts were offered.

A good communication plan should however not stogha initial merger phase but continue
throughout the whole merger process. In their stidBpier et al. (1989) found employees in the
integration phase even more confused and frustratesh received information did not answer any
guestions. More guiding information was needed ahlmustomer thoughts, policy manuals and



definite timelines for the merger. Personnel iregnation phases desire more information about
culture differences/similarities, merger or acdiosi objectives, schedules describing for how long
they may be facing change and other merger-relaiters (Cornett-DeVito and Friedman, 1995;
Appelbaum et al., 2000b). But such information sametimes not be shared with employees because
of legal issues. Instead, personnel are oftenrdfte dark, believing that managers are not tglthre
whole story, which results in even more anxietyisTack of information creates distrust and begins
to affect employees’ attitudes about the mergeriencbnsequences. (Napier et al., 1989; Berger and
Calabrese, 1975) As during the pre-merger phasglogaes are forced to cope with their uncertainty
by seeking information in informal ways, for examfly calling friends, talking to colleagues from
the other firms and discussing with customers. Semployees do even contact competitors. (Napier
et al., 1989)

Thus, a continuous flow of information is found wable. Schweiger and DeNisi (1991) compared
employees at one working place who received orfigraal announcement about a merger and no
subsequent communication, to employees at anotbekinvg place who received newsletters twice a
month, participated in weekly meetings, and hasgsedo a merger hotline. The result of the study
showed that while both working places experiencecteiases in uncertainty and stress at the
beginning of the merger process, uncertainty abdsptisfaction for employees without continuous
communication continued to become more negativekrasner and Pierce (2004) put it, we should
“view communication during M&A as an ongoing progerot a one time event to be accomplished
during the in-play phase” (p. 98). As mergers arglgsitions per se are not static or containediwith
a discrete time frame but unfold over time, theymded continuous adaptation and unending
challenge for all individuals involved. As change taking place, individuals pull pieces of
information together into a frame-in-progress (k) 1990). That is way a post merger
communication plan must be put into practice (Appam et al., 2000a). Follow-up communication
will avoid any side-effects or aftershocks. Corigdtvito and Friedman (1995) found that managers
from more successful mergers continue to assist@mgs in adjusting to the new situation.

It is clear then that there is interdependency betwcommunication on the one hand and uncertainty,
productivity and organization performance on theeat Employees must always be in focus of any
communication process in order to achieve mergéraaquisition success (Appelbaum et al., 2000a).
Timely, honest, open and non-contradictory commatioa helps organizations to obtain maximal
effectiveness. In his study from 1987, Bastien aated that “personal uncertainty is pervasive and
must be managed through communication managempn8). The interdependency is so strong
that DiFonzo and Bordia (1998) stated that the ddeynent distinguishing effective communication
from poor communication is the proper managemeninctrtainty. Effective change communication
reduces uncertainty and proactively establisheswandtains trust. “Thus, it seems that the only way
for management to deal with the anxiety that foBos merger or acquisition announcement is to
communicate with employees as soon as possiblet atothe anticipated effects of the change.
Failure to do so will increase uncertainty and emeés’ willingness to rely upon rumours, which
can further increase anxiety. That uncertainty amdety can lead to such dysfunctional outcomes as
stress, job dissatisfaction, low trust in the oigation and commitment in it, and increased intamgi

to leave the organization. Those dysfunctions d¢anturn, diminish productivity and increase
turnover and absenteeism.” (Schweiger and DeN#911p 111) Communication is thus strongly
related to employees’ reactions to mergers andisitiqus.

However, a communication method must be contextiBpén order to be effective, which basically
means that what works successfully in one orgapizanight need some modifications in another
(Goodman and Truss, 2004). As people have dissipéasonalities and characteristics, personnel
react differently to change. For example, it hasnbsuggested that personnel with low tolerance of
ambiguity and a high need for security tend torjriet ambiguous situations and contradictory
information as threatening. At the same time, iitiligls who have an aversion to threatening and
ambiguous circumstances cope with the currenttgitudy constructing another reality that is free
from unwanted information. (Greenhalgh and Jick89 It is also important to have in mind that
every change process is unique and will need arset] communication method.



| believe that individual employees in a firm andividual actors in a business network have enough
similarities to make an analogy between the twinl$ieAnxiety and uncertainty might not be the only
problems in mergers and acquisitions — but it i8 wary important. It is common in almost every
merger and acquisition. It's serious as it leaddedoreased trust, commitment, efficiency etc. And i
spreads quickly to connected actors in the netwénkoiding uncertainty and anxiety should
therefore be a key element in successful mergedsaaquisitions. Borrowing from the research
outlined above, | will in the following text sequass emphasize the importance of communicating
mergers and acquisitions to business networks egukahat communication plays an essential part
in avoiding undesired reactions.

3. External Change Communication

3.1 Theimportance of communicating M & Asto business networks

Earlier research shows that business-to-businéatoreships change continuously through ongoing
interaction between involved parties. Counterpadapt to each other through incremental steps,
making the overall pattern of business relatiorsingther stable, even if every relationship chamges
content or in strength. This reasoning emphasip#is tability and change in business relationships.
(See e.g. Anderson et al., 1994; Hakansson ando8nel995) Mergers and acquisitions on the other
hand have been identified as critical events, nmgpthat they have the potential to break the deep
structure of a given network as they cause eithemption or establishment of one or several
relationships (Halinen et al., 1999; Havila andn8aR000; Havila and Salmi, 2002). Such radical
changes may in turn spread and cause “domino éHeambng connected relationships (Hertz, 1998).
The scope of change will ultimately depend on hber inerger or acquisition is perceived and how
actors react.

Based on the previous discussion, the communicaiogpective is the single most important aspect
influencing actors’ reactions to change, and shdeadjiven attention that reflects this. Mergers and
acquisitions create anxiety and speculations innsgvork. Uncertainty is founded in the lack of

information and proper communication; and consetiyé¢ime waves of uncertainty can be prevented
or promoted only by means of communication. The ey to avoid or alleviate such anxieties is to

ensure that all parties are well informed at algss of development, removing the likelihood of

confusion and misunderstanding whilst change im¢pglace in the network.

Besides its every day function, communication isremore significant in a network that has been
exposed to any sudden, unusual or unmanageable.gdasimunication becomes a way to handle a
serious situation with the role of maintaining oiniging back security and stability into the netiwor
Like a handful of rocks thrown into a small pochch piece of information released from the focal
firm (“focal firm” in this paper can be applied bmth the acquired and the acquiring firm) creat®s i
own wave that washes over all network members,ramgsthem that everything is under control and
that there is no need to worry. This shows that gdbeder of the information canfluencethe
reactions to a specific event, but probably ocontrol them since the focal firm’s information can
bounce against other actors’ information. Alsos thiiows that communicatiahouldbe related to
and reflective of the severity of the event angigential damage on the surrounding network. Once
a merger or an acquisition occurs, it creates esaf responses and reactions depending on the
gravity and magnitude of the event. Such respomsesr actors’ perceived change. To avoid drastic
or unwanted network reactions, the focal firm sbdaadiapt its communication to the specific event at
hand. It is likely that an independent observerdaoeasure the severity of an event by monitoring
the quantity and methodologies of communicativaviigts within a given network context and
conclude that an unusual event is, or has beengdgitace.

Up to a certain level, every firm can be seen ammformation broadcasting point. Every piece of
information should aim at developing norms and tingatrust between network members and



improving the overall image of the companies inedlvEach member of the network is organically
bound to its image which is undoubtedly alteredrdumajor events. This can lead to a variety of
reactions among surrounding actors. Easton anddrend(1992) made an attempt in mapping out
actors’ reactions to change, suggesting that aor anty (1) reflect the change, which refers to
situations where an actor rejects or nullifies dsainitiated by another actor, that is reflects the
change back to the initiator, (2) adapt to the geamvhich refers to those changes that are managed
through negotiations between the involved par({@sabsorb the change, which means that the actor
accepts the change by taking it (absorbing it) ir#@wn organization, (4) transmit the change,clwhi
occurs when an actor transfers the effects of bange on to other network members in order to
minimize the force of the change upon itself, amalfy (5) transform the change, which happens
when an actor accepts the change but is both gitlimd able to alter the transformation and exchange
activities it undertakes. In some cases this ctadd to major changes in the business network.

Dahlin et al. (2005) have made an attempt to mapaooetwork’s cumulative reaction to change.
Reactions to major events spread throughout dyrexit indirectly connected relationships in the
same way as the released energy stretches froepibentre to adjoining areas in an earthquake. The
termnetquakehas been coined to describe this concept. Whea théoo much stress involved in the
appearance of a merger or an acquisition it museleased. This happens in the form of waves of
uncertainty as actors begin to analyse how they lvélinfluenced. If not managed properly, this
uncertainty can lead to further reactions in théwnek. In the same way as employees react by
quitting their jobs, increase their absenteeism mdlice their morale and productivity, business
networks can respond in varying stiles. Dahlin lef(2005) have identified four levels of network
reactions: (1) a trembling network reaction withcertainty, speculations and rumours flowing
through attentive connected actors, (2) a swayatwaork reaction where several actors not only are
alerted by the event in question but must starptz to the new situation, (3) a shaking network
reaction where adaptation sometimes is not enougladiors must break and/or create relationships
to cope with the current situation, and (4) a biegketwork reaction where adaptation is no longer
an alternative but most actors must break old arctéate new relationships. The higher levels the
stronger the netquake.

Figures la-1d illustrate the four network reactidnseach case the exclamation mark represents a
merger or an acquisition between two firms stardngave of uncertainty among network members.
In the figures it is clear that the higher levétem trembling to breaking, the more relationshéps
involved and the greater the changes are in theanktstructure. It is important to remember that a
netquake can bring about both negativel positive reactions. A merger or an acquisition &@m
instance lead to desired new relationships andtatiaps in already existing partnerships. For some
actors dissolutions in the surrounding network rmiglen be encouraged, especially for fast-moving
and innovative newcomers to competitive industridergers and acquisition can be seen as an
opportunity for technological developments or attyeo positive modifications. (Fors, 2006) What is
the optimal network reaction must be seen and hated from the perspective of the merging firms.
Every reaction from the surrounding network musipbein relation to initial merger or acquisition
objectives. For example, a strategically importsugpplier that unexpectedly breaks its relationship
with one of the merging organizations must be seenegative reaction that ultimately leads to an
unsuccessful merger process.



Swaying network reaction

Trembling network reaction

Figure la. A trembling network reaction with uneatty, Figure 1b. A swaying network reaction with
speculations and attentive actors. uncertaintygldpgons and adaptation in
existing relationships.

Shaking network reaction Breaking network reaction

Figure 1c. A shaking network reaction with somengfes Figure 1d. A breaking network reaction whélre a
in the network structure, in the form of new redaships business relationships are affected antl mos
being formed and old relationships being dissolved. changes are in the network structure.
+
>
Unaffected Alert Adapting Establshed  Dissolved

relationship relationship relationship  relationship relationship

The challenge is to find a suitable communicatiocethad that helps managers minimize negative
reactions among network members. The ambition shbelto stop the netquake at a trembling or
swaying network reaction and avoid entering int® tlvo more serious levels. Trembling, swaying,
shaking and breaking network reactions once idedtifrequire extensive communication methods.
Obviously, level four is the most traumatic to de#&h and even the most effective communication
will be challenged to mitigate the reactions to ti@pening. Nonetheless, communication in the
breaking network reaction level will prevent thetqueke from being long-lasting and help re-
stabilize the network in a faster rhythm. It shoalso be pointed out that actors further away ftioen
epicentre probably are harder to influence.

It can be argued that it is easier for the focaingany to optimize network reactions if good

communication is implemented in business relatiggssprior to the merger or acquisition event. A
high-quality communicative foundation or platfornomdd make the communication process more
trouble-free. On the other hand, it would never toe late to try and implement strong

communication. In a turbulent period business actare hungry for information. They seek
trustworthy and rich messages, regardless of pus\dommunication patterns.

Assuming the important role of external change comigation is correct: What information would
be useful to mitigate uncertainty in the networkhdMwill benefit from this information? Is it
sufficient when making use of only one communiaat@hannel (such as newsletters) or should
companies use additional channels for the dissdimimaf information? When and for how long is it
appropriate to communicate? Can we discern any eonuation patterns? And what is more



important: Do the choices made concerning thesecsspnfluence business network reactions to
mergers and acquisitions? Can information creadéiadal uncertainty and anxiety?

Some of these issues have already been discussed udscribing the importance of change
communication to employees. In the following texqeences however, focus will be on
communication aspects put in a wider industrialkeaing context. Before proposing a framework for
analysing merger and acquisition communicationusiress networks, the remaining discussion is
divided into (1) communication actors: who commaités with whom and who benefits from the
information at hand, (2) communication content: tMype of information is useful to surrounding
actors, how should information be packaged, andheme any legal restraints or obligations, and (3)
communication channels: how can communication cblanme characterized and which channels are
appropriate to use when communicating events ssicheagers and acquisitions. The question about
communication timing, that is when to communicatd, be discussed throughout the whole paper.

3.2 Communication actors

Looking at communication actors allows us to depmnhmunication patterns in different situations
and over time. We learn more about who initiatesstwuld initiate, the communication and who
benefits from the information at hand. Actors ameeasential part of any communication process. A
sender and a receiver is an absolute conditiomlfowing information to flow. In network models
these actors may be individuals, groups of indiglduentire or parts of companies, assembly ofsfirm
or public agencies (Andresen et al., 2006, refgrtonGadde et al., 2003). Communication scholars
usually define themselves in terms of such levéts: example interpersonal communication, group
communication and mass communication (Miller, 2002hen it comes to this sort of division, sub
disciplines or communication interest groups do amrtee with each other whether communication
necessarily involves two or more people or whetdoenmunication may occur within one individual
(intrapersonal communication). While some reseaschmean that we can communicate with
ourselves, others mean that “talking to yourseifdidd be seen as cognition or thinking rather than
communication. (Miller, 2002) | find it more apprigie to regard communication as a process taking
place between two or several (business) actors.Wwbuld be more suitable from a relational point of
view. “[W]hen we see communication as something ttzurs between people, the question arises
of what communication is doing in the relationsh{iller, 2002, p. 9)

As the number of actors increases, the communitg@tiocess becomes more and more complex. To
illustrate this complexity we need an analyticabltthat helps us distinguish different levels of
communication. Each level must be seen as an eaten$ the most fundamental level, that is the
communication taking place between two actors. “Wel it both aesthetically pleasing and
intellectually fruitful to think of human civilizé&dn as one great communication system. (...) If you
accept the basic idea of a world system, then tnly a small step to think of that system as
organized in hierarchical levels, as systems gdlgexge. Within the great network there are cluster
and clusters within clusters, and so on. (...) Fa #ake of grasping the world intellectually,
however, it helps to tide things up by imposing eoniearly defined categories.” These were
Cushman and Craig'’s (1976, p. 42) words when dgisgrhuman communication as a system.

A number of attempts have been made to separdiseatif categories. What distinguishes them from
each other is the amount of levels identified. &@ample, Cushman and Craig (1976) presented three
general levels of communication systems: (1) caltaommunication systems, which are the largest
and longest-lived clusters in the world network) ¢&cial organizational communication systems,
which are systems regulating consensus with respectproduction, and (3) interpersonal
communication systems, which are the most typicad &asic systems consisting of dyadic
relationships within friendship and family networldiller (1978) presented a somewhat different
typology containing (1) intrapersonal communicati¢®) interpersonal communication, (3) small
group communication, (4) public communication (lectg and public speaking), and (5) mass
communication (information that is made public teeay wide range of people).



Each level should also have its correspondenaadiasirial markets according to Figure 2. Following
Miller's (1978) line of thinking and excluding imtpersonal communication, | propose four
communication levels: (1) dyadic communication,ttie communication between two (usually
directly connected) business actors (cp. HalinehTihtinen, 2002), (2) cluster communication, that
is communication between a small group of firms, deample a number of strategically important
(directly or indirectly connected) partners, (3)twark communication, that is communication
between a greater, but still distinctive numbefiohs in a given business network, for example a
firm’s network context (cp. Halinen and Tahtine02), and (4) market communication, information
that is made available to an unspecified numbectdrs outside a given business network. As shown
earlier, actors do not only listen to rumours fromworkers, but also from competitors and media.
Information that is made public to media, investarsl shareholders will most definitely affect
network members’ opinions and attitudes and mustefbre be taken into consideration in this
discussiort.

Complex
. level of several
Mass communication actors
Mark et communication
Public communication
Network communication
Group communication
Cluster communication
Interpersonal communication Fundamental
Dyadic communication level with two
actors

Figure 2. Communication actors divided in commutidcalevels.

The more actors involved, the more complex the canioation process will get. As the number of
actors increases, social structures and commuaicagtwork structures which are often hierarchical
in nature will develop. Each actor must decide wihnaommunicate with and who to exclude. Each
actor must start prioritizing certain receivers émdk to whom the information at hand is important
without damaging relationships with remaining origations.

A firm’s most important relationships are usualbufd on the dyadic and cluster communication
level, wherefore the first two levels must be calitgf maintained. Communication with a firm's
wider business network or entire market is howewaralways as self-evident. There are situations
where network communication and market communioatwould only lead to unnecessary
discussions and speculations among actors. Onessuetion is during the pre-merger phase when
two organizations consider the possibility for arges. If legally possible, there is a good point in
talking to connected customers/suppliers and/@ateggrcally important partners to gain support and
engagement if the merger would actually come abblawever, informing the entire business
network and market at the initial consideration aigtussion phase would only create an endless
debate that in the end can lead to undesired sjgemd and even sabotage. Choosing the wrong
information receivers can thus ruin an otherwiseesasful merger.

3.3 Communication content

Behind every communication process is a messagefacs, which must be “packaged” in a way that
is understandable to the receiver of the messduat i$, the sender must make some choices about

1 The market communication level also involves ratirg communication and branding. Such activitieshowever not included in this discussion. Only

communication activities directly connected to negsgand acquisitions are taken into account.
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whatto say andowto say it. It is essential to find an adjusted nseaf communication that suites the
receiver of the message and the context in whiehcttimmunication activity is taking place. Only
adapted, relevant, accurate and well thought-ofornmation will minimize actors’ perceived
information gap and decrease the level of uncdytaias pointed out in section 2, actors desire
different types of information throughout the merge acquisition process, wherefore managers must
develop a communication plan that deals with treermperger/acquisition phase, the integration phase,
as well as the post merger/acquisition phase. Ehake must be clearly supported by relevant pieces
of coherent facts.

Especially in times of change, important informatimust be differential from other everyday
information, which means that significant facts trlaes brought out and spotlighted. This can be made
by formulating the message in a specific way orosig a different communication channel that is
used to a less extent in a routinized businessior&hip. The sender of the message should always
have a recipient perspective, that is think aboltwnformation thecounterpartneeds and how it
should be presented. Is communication always teevisy to go? Can silence or avoidance be better?
What should be communicated? How should the pankagfi the message look like? Is it acceptable
to withhold information? Or is it better to be tbtehonest and open about critical subjects? Aszdh
any legal obligations and restraints? These questoe discussed below.

3.3.1 Packaging the message

DiFonzo and Bordia (1998) discuss managers’ optmrreveal or not to reveal information to
employees. Providing information is often perceilbgdnanagement to be difficult, undesirable or not
possible. Managers fall silent when fearing thatytmay mislead or create further confusion if givin
incomplete information. | believe that manager® aen lack understanding athy communication

is important. DiFonzo and Bordia (1998, referrimy Richardson and Denton, 1996) point to the
inherent paradox of change communication: duringods of organizational stress, employees desire
more information, just when managers cannot give it

While some researchers mean that organizationslashvwaithhold information at times of change
negotiations (Kramer and Pierce, 2004, referringGi@aves, 1981; DiFonzo and Bordia, 1998,
referring to Eisenberg and Witten, 1987), otheramthat this strategy is not worth the risk when
facing organizational change (DiFonzo and Bordi@98). As Hirschhorn (1993, referred to by
DiFonzo and Bordia, 1998) puts it, although theislen to reveal or conceal is situation dependént,

is in general more effective to reveal. Becausetwagpens if gossips start spreading? Managers
would loose control over the situation and haveossrdifficulties in regaining trust (DiFonzo and
Bordia, 1998). Thus, to communicate, and commueiayenly and honestly, is in general more
effective in alleviating uncertainty and other ri@ts to change.

These issues were also touched upon in Alajougsijat al.’'s (2000) study about dissolution
communication strategies available to actors at dipadic level. By borrowing and combining
Baxter's (1985) social psychological research orrsqeal relationship disengagement with
Hirschman’s (1970) economic studies on exit andte/@trategies, they propose a typology of four
different exit strategies and one voice stratege ($able 4 below). Although these strategies are
developed in the purpose of understanding reldtipngerminations, a part of Alajoutsijarvi et al.’s
discussion is also applicable on studies about eneamd acquisition communication to a wider
business network.

Alajoutsijarvi et al.’s strategies vary on two inmf@nt dimensions. Firstly, thdirectnessdimension
where the focal company has an option to stawegge to exit the relationship either directlyyva a
more indirect or implicit means of communication¢ls as avoidance behaviours, increasing the other
party’s relational costs or making use of media atfer actors in the network. Secondly, thiger or
self-orientationdimension where the focal firm can choose eitheavtoid damaging the counterpart,
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or to try to save itself at the other party’s cofoth choices on both dimensions will affect the
outcome for the two actors involved as well astfier business network. Beautiful exit as described
by Alajoutsijarvi et al. (2000), is achieved by olsg a dissolution communication strategy that
reduces damages to all parties: the disengagingp&oyn the other party and the connected network.
What the actors in a dissolution say and how tlagyitsinfluence their image and consequently their
future position in the business network.

Other-oriented Self-oriented
Indirect Disguised exit Pseudo-de-escalation ~ Cost escalation
Signalling
Silent exit Fading away Withdrawal
Direct Communicated exit Negotiated farewell Fait accompli
Attributional conflict
Revocable exit Mutual state-of-the- Diverging state-of-the-
relationship talk relationship talk
\oice Changing the Changing the partner
relationship

Table 1. Alajoutsijarvi, Méller and Tahtinen’s (2Dtypology of dissolution communication strategies

The figure above shows how Alajoutsijarvi et al2000) strategies vary on the two dimensions.
Every strategy can be seen as a way of packag;géssage, which in this case is the desire to exit
the relationship. Disguised exit refers to casesrevfthe disengager communicates in either words or
acts, but without conveying threal message. By hiding its true wishes, but still jing its partner
with hints, it presents its desire to exit in a caifftaged form. The pseudo-de-escalation strategy is
used when the disengager expresses wishes tdladteglationship, but not that it wishes to exunfr

it. For example, the disengager may suggest redusnme investments made in the relationship, but
still keep it alive, although secretively plannitigdissolve the relationship. Cost escalation soae
self-oriented strategy where the disengager temdrease the other party's relational costs — for
example by increasing the price of a product orateing tighter delivery schedules — up to the point
that the partner itself starts to terminate thati@hship.Signalling strategy refers to the use of public
media or other actors in the network to communitaedecision to exit. (Alajoutsijarvi et al., 2000

The silent exit strategy is also an indirect meahg€ommunication and is used when there is no
intention or need for communicating exit wishes. this situation there is already an implicit

understanding that the relationship has ended dadsg away. For example, actors may avoid
discussing the continuation of an ending projedciing withdrawal, the disengager expresses its
intentions through changed behaviour. Changesdroffenness and frequency of communication or
vanishing investment initiatives signal decreasinigrest. (Alajoutsijarvi et al., 2000)

Direct communication, on the other hand, wouldleate the partner in doubt as to the wishes of the
initiator. In negotiated farewell, discussions abtie dissolution take place, but without hostility
arguments. Both parties see the dissolution adtaide or even beneficial and can therefore discuss
the matter in mutual understanding. A strongly-sekénted way is to state explicitly to the partner
that the relationship is over, leaving the partwigh no opportunity to discuss the matter furthfait
accompli). The counterpart is given no possibility change its behaviour in order to save the
relationship. If the matter is brought under jaiigcussion, it may give birth to disagreements aibou
the reasons of dissolution and whose fault it maydbtributional conflict). (Alajoutsijarvi et al2000)

2 Giller and Matear (2001) have presented an altem typology with a third dimension: unilateraintra bilateral, which would also have an influece
actors’ reactions. In a unilateral dissolution oolye party wants the relationship to end, whereaa bilateral dissolution both parties want to .eXiteir

research shows that even if the dissolution isatemiél, both parties use dissolution communicasioategies.
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Revocable exit is the strategy closest to usingevatrategies. The disengager explicitly states its
intentions concerning the dissolution, but stilving a desire to discuss the reasons and the pnsble
related to the relationship. This means that theiomship may still be saved if actions to repaare
taken. Revocable exit is other-oriented when terdiager is willing to discuss the matter and kaok

it also from the partner's perspective. In otherdspmutual state-of-the-relationship talk is aceoi
strategy with a threat of exit added. In divergstgte-of-the-relationship talk, the partner's vieass

so distant that continuing the relationship is gaesonly if one or both partners change their \sew
and reduce self-orientation. (Alajoutsijarvi et 2000)

Giller and Matear (2001) who made a similar studyatuded that the use of direct and other-oriented
communication strategies increases the likelihddabth firms perceiving the termination process and
its consequences more favourable. Direct communitastrategies accelerate the speed of the
dissolution process, which is important if bothoasthave other partners to compensate for theoloss
the terminating relationship. While an indirect gcommication strategy can give both parties more
time to adjust their activities to the new situatidt makes the dissolved actor not realise that th
termination is actually in action. “As a consequetite partner may feel betrayed, upon realising tha
the relationship had, in fact, ended.” (Alajoutsijaet al., 2000, p. 1284) While other-oriented
communication strategies imply not hurting the detpart, the focal firm must be prepared to
sacrifice some self-interest. “Self-orientation wses the disengager’'s own interests but the partner
may be hurt badly in the process, resulting in @mnal scars. In other words, self-orientation may
seem attractive in the short run, but the disenglags to assess how much trouble the ex-partner may
cause through actions in the connected busines®riet (Alajoutsijarvi et al., 2000, p. 1284f)

Applying these strategies on mergers and acquisitieould mean that merging firms should be truly

honest when presenting the event or when recemyirggtions from the surroundings. If possible, the

focal firm should explicitly state anticipated cegsiences of the potential merger or acquisition to
avoid speculations among network members. Avoiddeteviours, camouflaged messages or other
types of indirect actions should not be on the dgerConnected actors should be given the
opportunity to openly state their views and readito the event in question.

3.3.2 Legal obligations

Not all organizations have the freedom to decidatwhformation to share and what information to
withhold. A company that has gone public will b@sdly monitored and critically examined by
investors, business partners, media, competitatotrer actors. A listed company has extensivesrule
governing the way it should provide the market vdifierent kinds of information. Once the shares
are being quoted, members of the executive andraspey boards become insiders and are not
authorized to use their informational advantagéowrard what they know to third party. (The OMX
Nordic Exchangg& http://www.omxgroup.com/nordicexchange/compamidssuers/listingcenter/
Being_on_market_/, 2007-03-21)

Organizations are legally obligated to publish st of information relating to the company that

could affect the price of its shares. The capitatkaet also demand regular and timely information on
the firm’s progress in the form of quarterly regaand annual financial statements. (The OMX Nordic
Exchange, http://www.omxgroup.com/nordicexchangafgzaniesandissuers/listingcenter/Being_on_
market_/, 2007-03-21) Taking Sweden as an exangtekholm Stock Exchange has a set of rules
and regulations. The fundamental building blockhis Listing Agreement in which the requirements
regarding a firm’s responsibilities to distributeancial information are regulated. (The OMX Nordic

Exchange, http://www.omxgroup.com/nordicexchangafeaniesandissuers/rulesregulations/, 2007-
03-21) More specific rules concerning public offéos the acquisition of shares are given by The

3 The OMX Nordic Exchange owns Stockholm Stock Exwje, Copenhagen Stock Exchange, Helsinki Stockdhge, Island Stock Exchange, Oslo Stock
Exchange and Baltic Stock Exchanges in TallinnaRigd Vilnius.
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Swedish Industry and Commerce Stock Exchange CdeenitNBK. Below are some of the
fundamental features of the Listing Agreement &edNBK rules in the sources’ own wofds

» Information which is to be made public must be sittem in the form of a press release to at leastwwell-
established news agencies and at least three maWgpapers with national coverage. If the bidder da
website on the Internet, the information must dsomade available on the website as soon as p@ssibl
unless there are special reasons for not doinN&K rules)

 In special cases, unpublished price-sensitive médion may be released to third parties without
simultaneously publishing the same information. &Asesult of regular contact with a customer, larger
suppliers may also obtain non-published informatbout the customer. Since this information is iolgizh
as a result of the business relationship, thedistampany (the customer) may ensure, for exampteugh
a confidentiality agreement, that the supplier does make public or otherwise disclose the custémer
instructions or orders. (Listing Agreement)

» The risk of an information leak is imminent in cewction with significant elections, decisions or eige
Very little time should transpire between the timktaking a decision, or between an event and its
publication. Consequently, during trading, publicatshall not take more time than necessary to demp
and disseminate the information. This requires gplashning, i.e. a draft press release shall be gresh
prior to the time a decision is taken. (Listing Agment)

* In conjunction with corporate acquisitions or saiesnay be difficult to determine when informatishall
be published. Discussions or negotiations are aftemducted over a protracted period of time, invav
more and more persons. Sometimes, a letter oftingesigned, after which more in-depth analyses are
conducted. The risk that information regarding tfamsaction will leak gradually increases. In suales,
the company may, possibly in consultation with dw@unterparty, consider releasing the information
gradually. For example, the company may first diselthat the company has undertaken “negotiations i
respect of a possible acquisition of ...” and subsatjy provide notification that “an agreement impiple
has been entered into,” or that “an agreement bas looncluded.” The period of time between the two
disclosures should, however, be as short as pesgibén that uncertainty will prevail during thearim
period as to whether a transaction will be condidéor does the first disclosure release the comram
its responsibility to ensure that information ratjag the development of the negotiations does eak.!
Experience has shown that companies often waildng before providing information for the first tan
and are thereby forced instead to defend theiriyigss providing information. (Listing Agreement)

» Information that must be disclosed about the adtiprisor sale of a company must, unless there peeial
reasons for not doing so, be sufficiently comprehento enable assessments of the anticipated effélce
acquisition on the company'’s financial results &indncial position. (Listing Agreement)

* The most important information should be clearlggented in a conspicuous place in the press relgase
inappropriate, and may be a breach of the agreenteptace material, price-sensitive informationcagst
a plethora of less important information at the efithe press release. (Listing Agreement)

3.4 Communication channel selection

The single most studied aspect of inter-firm comimation is communication channel selection.
Since every channel has its inherent charactesjstasearchers have long emphasized the importance
of choosing the suitable communication channettierspecific relationship task at hand. This pért o
the paper will shed light upon some studies madbignarea.

3.4.1 Communication channel characteristics

A number of studies have been made on communicahannel characteristics. While some studies
focus on single or a few channels and their rolbusiness markets (e.g. Cunningham and Turnbull,

4 The NBK document is however translated from Sefedito English by David Canter at FéretagsJuriditkd & Co AB.
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1982; Andresen et al., 2006; Kennedy and ZajacbR0fther studies compare several channels to
bring out their strengths and weaknesses as welheais positive and negative features (Leek and
Mason, 2006; Leek and Turnbull, 2004; Schurr ¢t24103). In the latter category of research, irstere
has been shifted towards comparing traditional oeEnof communication with channels that have
become more and more used with the exponentialtgrofinformation technology.

What distinguish studies on communication chanmelracteristics from each other are ultimately
which channels are incorporated and which chantiebates are included in the analysis. In
describing alternative channels, and with focus tbe differences between online and offline
communication channels, Schurr et al. (2003) blase thannel characteristic typology (see Table 2)
on six attributes: (1) non-verbal cues (or inforimatrichness with Schurr and Taylor's (2003)
terminology), which is the extent to which a comieation channel provides messages in modes
other than words, (2) personal touch, which isdbgree to which a channel enables humanizing the
message, (3) information capacity, which is theurr@d of encoded data that may be transmitted, (4)
response type, which is the extent to which sendimyreceiving a message takes place in the present
or gets delayed into the future, (5) ease of coatibn, which is the effort and time needed to
synchronize activity in order to communicate, a6yl leével of involvement, which is the degree to
which the channel stimulates attention and interest

I would also like to add another important attrébwaliscussed by Thompson (2001): the direction in
action, which is the extent to which a communiaatahannel enables spreading information to a
specific group of actors or an unspecified numbkmpatential receivers. Which communication
channel to choose must partly depend on how matoysathat are involved in the receiving side of
the communication process. Almost all channelsyaeal in Schurr et al. (2003) fail in effectively
reaching a big population. But as shown earlisted organizations must make information about
mergers and acquisitions public to the entire matk®ugh press releases, websites, corporatetsepor
and media, all of which affect network members’ctems to the specific event in question. Since
these channels are available to business actora@undlly influence actors’ opinions, they must be
included in channel characteristic typologies. Undely, Schurr et al.’s (2003) typology deals with
websites, but three more channels should be add=dTable 2): (1) press releases, (2) interim and
annual reports, and (3) newspapers. Although a peves article may not be initiated by the focal
firm itself, it affects network members’ reacticsthe subject addressgd.

As recommended by internal communication studieschy@iger and DeNisi, 1991),
newsletters/periodical news bulletins are alsoctiffe channels for continuous communication after
merger and acquisition announcements. Periodicals niaulletins, which are often designed for
electronic transmission, evoke some level of ingatent due to embedded habits. Actors receiving
news bulletineexpectto find new information and might even be waitfiog specific information to
come. Also this channel is added to Schurr et 003) typology. (For similarities and differences
between all channels see Table 2)

5 Off course there are also other channels avail@biarkets that have the same ability to makerimdtion world wide (such as radio and televisidt for

the sake of maintaining focus and clarity, thesendlels are not included in the typology or the ri@img discussion.
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Non-verbal Personal Information Response Ease of Level of Direction in

Channel cues touch capacity type coordination __involvement action
Low-tech communication channels
Face-to-face Many High High Real time Difficult High Specific
Mail Few Low Moderate Delayed Easy Low Specific
Moderate

Press releases

Intirim/annual reports e 0 el Delayed Easy Low Unspecified
Newspaper s

Computer-mediated communication channels
E-mail/attachments | Few Low Moderate Delayed Easy Low Specific
Periodic newhbulletin | None Low Moderate Delayed Easy Moderate Specific
Instat messaging/ Few Low Low Real time Mostly easy Moderate Specific
chat room ;

Mixed

Website None Low High Mixed Easy Moderate Unspecified

Other electronic communication channels
Video Many Moderate High Real time Difficult Moderate Specific
conferencing
Telephone Some Moderate Moderate Real time Some difficutty Moderate Specific
Voice mail Some Low Very low Delayed Easy Low Specific
Fax None Low Moderate Delayed Easy Low Specific

Table 2. Grey fields indicate added informatiorstdhurr et al.’s (2003) original channel characteriypology (p. 4).

The most discussed attribute is non-verbal cuesfimtion richness, which is used to make a
distinction between rich channels — such as fadade — and lean channels — such as mail and fax
(Schurr et al., 2003; Schurr and Taylor, 2003). M/Hean channels allow a higher degree of
anonymity, rich channels are found to provide a enaorrect and complete picture of the
communication actors involved. In a business retethip, non-verbal cues allow the parties to assess
the honesty of the counterpart’s statements andcedly determine the variation between what a
person says and the way he or she seems to fdeir(Sa al., 2003). Signals like smiles, handshakes
eye contact and posture help actors to interpresages further. The only two channels availablla wit
many non-verbal cues (face-to-face and video cenfang) fail however in the level of coordination.
In order to effectively reach a bigger but stilétilictive group of actors, for example a given bass
network at the network communication level, theatdorm should think of suitable alternatives. The
closest substitute is telephone that still enabtese non-verbal cues and also real time respoese (s
Table 2).

Real time response facilitates problem solving esiactors can comment on each other’s statements,
clarify doubtful questions and also redirect disooiss (Shurr et al., 2003). While the disseminatbn
information by channels like e-mail happens neartyantaneously, timeliness of response is however
not inherent in the channel. (Andresen et al., 2086t all involved parties must be willing to
communicate and desire quick and effective ans{tersk and Mason, 2006; Andresen et al., 2006).
This is not always the case though. Studies hawavishthat many companies fail to answer
consumers’ as well as business customers’ e-mmadsdatisfactory way (see e.g. Fors, 2004). When
deciding which channels to use, the sender mustftire consider which channels ttezeivingside
uses.
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3.4.2 Communication channels and relationship tasks

Research in industrial marketing has emphasizedigmificance of choosing suitable communication
channels throughout the whole development of anlessi relationship. As pointed out in Schurr et al.
(2003), by itself the communication channel chamastics table only serves as an organizing
overview over defining aspects of channel altemesti The value and challenge lies in trying to
determine which channel suites which phase of abss relationship. “A sensible starting point may
lie with practical questions, such as: Which chamsdetter for expressing interest in a customer’s
business? E-mail offers ease of coordination, apteine call would provide more non-verbal
feedback, and a [face-to-face] meeting would crbagk involvement. How do we determine the best
approach?” (p. 5) (See also Schurr and Tylor, 2003)

In his study from 1974, Luffman divided industrialyers’ search for potential suppliers into three
phases. The first phase involves finding informatabout physical aspects of potential suppliers’
offers, like the ability to produce required spmeatfions and the manufacture of a wide range of
products. Mostly impersonal information sourceg likade directories and magazines are used when
seeking for such basic issues. However, analysikarsecond phase which involves evaluation of a
number of suppliers known from the first phaseasdal on quotation responses received directly from
supplier companies as well as a representativels ¥ersonal contacts on formal and informal Igvel
combine each party’s personal judgement with mdijeative facts when assessing each other’s
competence and purpose with the potential relatipn@Cunningham and Turnbull, 1982). At the last
confirmation phase, decision concerning which sieppb choose is only based on personal visits to
supplier companies. This shows that the more imapoidr crucial the decision is, the more signiftcan

it becomes to receive first hand information aneénhiace-to-face. (Cunningham and Turnbull, 1982;
Leek and Mason, 2006) The role of personal contaot general to enhance information exchange
and develop trust, respect and understanding arsopal level, which would allow involved parties
to also exchange confidential information. Closespral contacts will in the long run reduce the
parties’ perceived risk and uncertainty when faragle placing an order for a product. It is impotta
that the “soft” sort of information is transferrbdtween firms by personal contacts as a complement
to “hard” information on for example price and puotl specifications. (Cunningham and Turnbull,
1982)

Looking more recently in time, several typologies/é been made on the interdependence between
communication channel selection and relationshigctions (see e.g. Schurr et al., 2003; Leek and
Turnbull, 2004; Leek and Mason, 2006). Comparinthwiuffman’s investigation in 1974, no radical
change can be found in companies’ preferencessvast with the exponential growth of information
technology. A study made on the role of e-mailtmategic networks showed that an explicit IT usage
throughout the whole relationship development wasifficient in ensuring successful communication
and that e-mail only served as a complement totiadace contacts (Andresen, et al., 2006).

Researchers seem to agree that monitoring phasdgsir managed through other channels than face-
to-face. At these points relationships are mortess routinized and can be handled through leks ric
channels, such as websites or voice mails. Taskslving problem solving, crisis insurance,
negotiation, adaptation, credibility assessment thedestablishment of norms and trust are however
performed more effectively face-to-face (Cunningham Turnbull, 1982; Leek and Turnbull, 2004;
Leek and Mason, 2006; Schurr et al., 2003). Asritesd earlier, mergers and acquisitions have been
identified as critical events for a business relahip and the connected business network (Hathen
al.,, 1999; Havila and Salmi, 2000; Havila and SalD02). The first two phases of a
merger/acquisition process — the pre merger/adouigdhase and the integration phase — are without
doubt the most critical periods and must, whentally possible, be managed through face-to-face
communication. Larger groups of actors are like toeed earlier best reachable through a substitute
like telephone. Although the last phase — the pustger/acquisition phase — is less critical, there
still a risk for aftershocks, wherefore actors dtowgontinue meeting face-to-face. Although
specifically arranged meetings are not requiredractnust discuss possible side-effects in their
ordinary face-to-face briefings.
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4. A comprehensive framewor k

Based on the conceptual discussion made in thisrpapropose a comprehensive framework for the
analysis of merger and acquisition communicatiorbtrsiness networks. The model includes all
change communication aspects; communication act@eyvels), communication content,
communication channels and communication timingr@eacquisition phases). It is important to
keep in mind that it is not the communication chldanper se that are in focus, but rather the
characteristics that they represent. The modalnmsarized below (see Figure 3) by shortly referring
to key issues. Each field in the framework is sufgubby one or several references mentioned in the
preceding discussion (for a detailed outline sepefglix 1).

Pre merger/acquisition phase Integration phase Post merger/acquisition
phase

Initial mer ger/acquisition' Public

consider ation and } announcement Contract signing Perfor mance

discussions I and/or bids tointegration analysis

1 _ .

Dyadic Specially arranged ! Specially arranged Specially arranged Or_dlpary face-to-face
communication | face-to-face meetings | face-to-face meetings | face-to-face meetings briefings 2

Periodical news bulletid | Periodical news bulletid

Cluster Specially arranged
communication | face-to-face meetings

Specially arranged Specially arranged Ordinary face-to-face
face-to-face meetings | face-to-face meeting's briefings 2
Periodical news bulleti# | Periodical news bulletii

communication | Specially arranged Periodical news bulletid | Periodical news bulletid

|
|
|
|
|
|
|
:
|
Networ k Reactive communicatich Telephone* Telephonet Telephone#
|
|
face-to-face meetings :

T
Reactive communicatioh

Mark et | Make use of newspap@hsMake use of newpapefs | Publish info on websité
communication gag(ﬁsﬁsﬁfgfonnew:bpgf:r? Publish info on websité | Publish info on websité | Issue press releasés
ublsh | WEDSIE | ssue press releasés Issue press releasés Interim and annual report$

ISSU? press releases Interim & annual report§| Interim and annual repor($
Interim & annual reports |

o~ 3 @

Figure 3. An analytical framework for communicatimgergers and acquisitions to business networksh Eaonber
represents one or several references presentatlzgjaiv.

It has been suggested that a non-routine messageldsbe communicated through richer
communication channels (Appelbaum et al., 2000a)déscribed before, mergers and acquisitivas
critical events for business relationships and ress networks (Halinen et al., 1999; Havila and
Salmi, 2000; Havila and Salmi, 2002). Mergers aoduésitions are far from everyday events and
must therefore be differentiated in the way they @esented. Face-to-face contact is proven tade t
most successful channel in managing such eventsnf@gham and Turnbull, 1982; Leek and
Turnbull, 2004; Leek and Mason, 2006; Schurr et 2003). Personal face-to-face contact enables
high personal touch, high level of involvement,thigformation capacity, many non-verbal cues and
real-time response (Schurr et al.,, 2003). Dyadimroanication and cluster communication are
without doubt best performed through face-to-fagetact. Initiating specially arranged meetings is a
way of indicating the importance of the event. Tadgathe end of the merger/acquisition process
however, the event should be perceived as legsatrdnd information will automatically begin to
take the form of more or less routinized messagesas there are some risks for aftershocks, face-t
face communication is still recommended. Actorsusthaiscuss possible side-effects in their ordinary
briefings.
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As recommended by previous studies, it is in gdnemare effective to communicate, and
communicate early (DiFonzo and Bordia, 1998). Maggbrganizations should be very fast in
delivering information. For listed companies, tlmgormation should however be simultaneously
published (Listing Agreement) which from a commutice perspective is a very serious restraint.
Learning about a potential merger or acquisitiamfrmedia or other indirect sources creates worries
and even hostility towards the event in questiopp@baum et al., 2000a, referring to Kelly, 1989).
The focal firm should instead enable open and ctile planning, for example by informing close
and/or strategically important actors prior to nae@@iFonzo and Bordia, 1998). Even the Listing
Agreement emphasizes thessibilityof informing third party prior to simultaneous pigshing. When
possible, this should always be put into practice.

Informing the entire business network and markét@itnitial consideration and discussion phase may
only create an endless debate that in the endezahtb undesired rumours, wherefore a world wide
publishing should be avoided. The focal firm mustwaver develop a googactivecommunication
plan in case of any leak. Actors showing any sighanxiety must be given attention face-to-face
(Appelbaum et al., 2000a; Cunningham and Turnd®8B2; Leek and Turnbull, 2004; Leek and
Mason, 2006; Schurr et al., 2003). To highlightitnportance of early communication with close and
important actors, | here make a distinction betwieninitial consideration and discussion period on
the one hand, and the public announcement andigrdriod on the other, both taking place in the pre
merger/acquisition phase.

The grey horizontal party represents the conteth@fchange communication. The focal firm should
provide surrounding actors with direct and otheemted messages (Giller and Matear, 2001;
Alajoutsijarvi et al., 2000; se also Appelbaum let 2000b) if a netquake of reactions (Dahlin, Fors
Havila and Thilenius, 2006) is to be minimized the initial merger/acquisition phase, the focaifir
must allow connected actors to make sense of #ieired environment (DiFonzo and Bordia, 1998;
Kramer and Pierce, 2004). They have to make thelevhetwork as well as the entire market
understand the need for change and the effectseowent in question (Goodman and Truss, 2004).
This is done by clearly answering the following sfiens: Why is this event taking place? What good
will it do? Which actors will it affect and in whatay? Failure to do so will lead to uncertainty and
actors’ willingness to rely upon rumours. (Schweigend DeNisi, 1991) Only explanatory
communication will help managers gain involvememttiie change process (Cornett-DeVito and
Friedman, 1995). Lack of understanding and engagefrem surrounding actors will ultimately lead
to negative attitudes, making an otherwise sucakssérger or acquisition plan ruined (Appelbaum et
al., 2000a, p. 650, referring to Kelly, 1989; DiEorand Bordia, 1998).

When a merger or an acquisition is in deed a fpgtling communication is a must. The focal firm
must keep surrounding actors updated with whatiaggon. Integration of two firms usually has
some consequences on connected actors (Havilasdmd, 2002; Havila and Salmi, 2000). In order to
avoid uncertainty about how the future will lookdj actors must obtain continuous, realistic and
accurate information regarding merger or acquisitelated matters. It is for example proven valeabl
to supply actors with a timetable describing homgldhey may be facing change. (Napier et al., 1989;
Cornett-DeVito and Friedman, 1995; Appelbaum et 2000b) Important questions to answer are:
What does the integration process mean? Will il leaany cut in resources? How is this going to
affect every involved relationship?

It is not until the integration phase is finalizédht surrounding actors can start taking a breather
Follow-up communication is recommended in the postger/acquisition phase (Cornett-DeVito and
Friedman, 1995) in order to avoid aftershocks. imfation about the results of the integration preces
should be provided. Was the merger/acquisition essgfal? Is the future hiding any further changes?
What happens next? If a business network is nofraad with information throughout the whole
merger/acquisition process, a netquake of reactighprevail. (More information on each field ihe
framework is presented below.)
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5. Implications

The results from this research contribute to adaextent to theory development. This study
emphasizes the importance of taking into accouatstirrounding business network when looking
into mergers and acquisitions. It also emphasizesnportance of external communication as a way
of managing mergers and acquisitions to achievieedkesesponses. These areas have up to now been
given minor attention. Industrial network reseasttfould put mergers and acquisitions and their
implications in a wider network perspective anddbdeyond the focal firm in question.

The results from this research contribute alsoréetical recommendations. Uncertainty, anxiety and
speculations among network actors can prevent coiepdrom performing business in a desired
way. Exchange processes can be interrupted.Hergfore vital for managers to find ways to manage
mergers and acquisitions, not only internally debaxternally. A proper understanding of the fle
change communication enables managers to use cagatian to their strategic benefit and
accurately plan their tactical moves. By understamdvailable communication options and their
conseguences, managers can make more conscioaeshdien planning for or handling an ongoing
merger or acquisition. In the same way, proper ghamommunication help surrounding actors to take
precautions, prevent unwanted effects and hindetieral disturbance.

Most importantly, the results from such researchariipossible for managers to predict the outcome
of their own and others’ activities in the networikis could realistically save companies from
additional time and money. Indeed, it could be difterence between a firm feeling as though a
related merger means an inevitable demise of thgpaay, and recognizing that it could be the start
of a great shift towards a more profitable, effitituture. Organizations should therefore be irnngst

a portion of their resources to effective merget aoquisition management, whether they are directly
or indirectly affected by it.
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Appendix 1

1. Non-routine messages should be communicated thrtagghto-face contact (Appelbaum et al.,
2000a). Face-to-face communication is proven slgitab more serious and critical phases of a
business relationship (Schurr et al., 2003; Schod Taylor, 2003; Luffman, 1974; Cunningham
and Turnbull 1982; Leek and Turnbull, 2004; Leekl &hason, 2006). Personal contact enables
involved parties to also exchange confidentialrimfation (Cunningham and Turnbull, 1982).

2. Although the post merger/acquisition phase is tegEal than the two first phases, there is ill
risk for aftershocks. Since crucial periods shdxddnanaged through face-to-face contact (Schurr
et al., 2003; Schurr and Taylor, 2003; Luffman, 4;9Cunningham and Turnbull 1982; Leek and
Turnbull, 2004; Leek and Mason, 2006), face-to-facenmunication is also recommended here.
However, actors do not need to call specially areanmeetings, but discuss possible side-effects
during their ordinary briefings.

3. Periodical news bulletins are proven successfulkconmunication after merger and acquisition
announcements (Schweiger and DeNisi, 1991). Peabdews bulletins are effective in reaching
several but still distinctive number of actors.

4. As face-to-face contact is ineffective in reachandarger group of actors (Schurr et al., 2003),
telephone makes a good substitute. Telephoneesiiibles some non-verbal cues and also real
time response, which facilitates issues like pnobd®lving (Schurr et al., 2003).

5. Informing the entire business network and markeéhatnitial consideration and discussion phase
may only create an endless debate that in the endead to undesired rumours, wherefore a
world wide publishing should be avoided. The fooah must however develop a good reactive
communication plan in case of any leak. Actors shgwany signs of anxiety must be given
attention face-to-face (Appelbaum et al., 2000aprgham and Turnbull, 1982; Leek and
Turnbull, 2004; Leek and Mason, 2006; Schurr et 2003). The whole market is effectively
reached by websites, press releases, interim andabmeports, and newspapers (The OMX
Nordic Exchange; NBK rules). If complete informatiés not available or legally controlled,
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10.

managers must provide partial information and shgrmmore facts will be accessible (DiFonzo
and Bordia, 1998).

Information about mergers and acquisitions mussdyet to at least two well-established news
agencies and at least three daily newspapers atibnal coverage (NBK rules). National news
media cover major merger and acquisition announo&nenaking them potential information
sources at a merger’s onset. But such coverageansnal during integration and almost non-
existent during post merger/acquisition phasesarfier and Pierce, 2004) Published information
will affect actors’ opinions and reactions (Nape¢al., 1989).

Price-sensitive information must be made publiotlygh press releases and websites (NBK rules).
The capital market also demand regular and timdlyrimation on the firm’s progress in the form
of quarterly reports and annual financial statemdiithe OMX Nordic Exchange). All these
channels are easy to coordinate and have a high ¢éuinformation capacity. Any actor, either
within the focal firm’s business network or outsitlecan reach published information. (Schurr et
al., 2003)

Communication in the pre merger/acquisition phasabkes employees to make sense of their
altered environment (DiFonzo and Bordia, 1998; kKearmand Pierce, 2004). Manages must
explain theneedfor change and the effects of the proposed ewemichieve involvement and
engagement in the change process (Goodman and, T2084). According to the Listing
Agreement, the focal firm must release informatbout anticipated effects of the event.
Managers must continue communicating during thegirdtion phase. This is done by providing
guiding information about what is going on. It @& fexample proven valuable to supply actors
with a timetable describing how long they may beirfg change. (Napier et al., 1989; Cornett-
DeVito and Friedman, 1995; Appelbaum et al., 200Bls¢n here appropriate communication
helps actors understand the effects of the evatmw&ger and DeNisi, 1991).

Communication is a continuous process, not a ane-tvent (Schweiger and DeNisi, 1991).
Communication is therefore equally important duritige post merger/acquisition phase
(Appelbaum et al., 2000a). Follow-up communicagoables actors to adjust to the new situation
(Cornett-DeVito and Friedman, 1995) and helps marsagvoid aftershocks.
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