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When a foreign acquirer takes over a high-performing Australian company, why does the

CEO so often leave within a year — even when the business is thriving? Drawing on a decade

of inbound acquisitions involving Australian listed companies (2013–2022), our research

shows that CEO exits after cross-border deals are driven not by underperformance, but by

cultural distance — the gap in governance norms, decision-making styles, and authority

expectations between acquirer and target. Critically, same-industry acquisitions

substantially buffer this risk. For acquiring boards, incumbent executives, and deal

advisors, this reframes post-acquisition leadership instability as a solvable governance

design problem.
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When a foreign acquirer takes over a high-performing Australian firm, why does the CEO

so often leave within a year? The answer is rarely poor execution. Our research on a

decade of inbound cross-border acquisitions in Australia reveals that leadership exits are

driven by cultural distance — the gap in governance norms, decision-making styles, and

authority expectations between the acquiring and acquired firm — not by operational

failure. Understanding this dynamic, and knowing when industry context can buffer it, is

one of the most practical levers available to acquirers, target boards, and incumbent

executives.

The Puzzle: Performing CEOs Who Still Don’t
Survive

Consider two recent examples from Australia’s inbound M&A landscape. When Newmont

completed its acquisition of Newcrest Mining, CEO Sandeep Biswas — widely credited with

turning around the miner — departed within a year. The official reasons centered on

leadership culture, not performance.  When Blackstone acquired Crown Resorts, CEO

Steve McCann had just guided the company through one of its most complex regulatory

challenges. He was gone within months.

Neither exit fits the textbook story of CEO dismissal. Standard governance theory says

CEOs leave when they underperform — when shareholder returns disappoint, strategic

initiatives fail, or boards lose confidence in the numbers.  These cases don’t fit that

template. Performance was sound. The businesses were stable or recovering. Something

else was driving the door.

Our data, drawn from Australian listed companies acquired by foreign buyers between

2013 and 2022, confirms that these cases are not outliers. CEO turnover following cross-

border acquisitions is materially elevated — and firm performance plays a surprisingly

modest role in predicting it. What predicts it far better is the cultural distance between the

acquirer’s home country and Australia, and whether the acquirer and target operate in the

same industry.
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Why Cross-Border Deals Create Leadership
Risk

Cross-border M&A in Australia has grown dramatically. By 2022, inbound deals accounted

for roughly 30% of all transactions, concentrated in mining, healthcare, and technology.

North American and European acquirers remain prominent, but the acquirer base has

diversified — with Japanese firms in particular becoming major buyers, reflecting a

governance tradition with quite different assumptions about hierarchy, consensus, and

managerial accountability.

This matters because a CEO’s continued tenure depends not only on what they deliver, but

on how their decisions are interpreted by the new owners. Boards evaluate leadership

through their own governance lenses: their expectations about how authority is exercised,

how disagreement is expressed, how risk is communicated, and what strategic priorities

should look like. When the acquirer and target come from sharply different national

contexts, those lenses are not calibrated the same way.

The result is not inevitable conflict — it is interpretive uncertainty. A CEO who is seen as

decisive and empowered under one governance system may be perceived as bypassing

consensus or lacking appropriate deference under another. A board that expects direct

escalation may read a CEO’s relational style as evasive. These friction points accumulate.

And when they do, leadership replacement can begin to look like a rational governance

response — a way to restore predictability and control — even when no operational case

exists for it.

Three Ways Cultural Distance Erodes CEO
Tenure

Our analysis identifies three distinct mechanisms through which cultural distance

translates into leadership turnover risk.
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1. It Breaks Down Communication and Trust

Effective leadership at the interface of an acquirer and acquired firm depends on shared

assumptions about how things get done — how decisions are escalated, how pushback is

framed, how strategic updates are communicated. These assumptions are culturally

embedded, and they differ meaningfully across national contexts.  When they are

misaligned, small interactions become large problems. Silences get misread. Directness

gets mistaken for aggression. Deference gets mistaken for weakness.

Trust erodes under these conditions — not because either party is acting in bad faith, but

because the behavioural signals that normally build confidence across an organization

stop working as intended.  Critically, this process is invisible to performance metrics. An

acquired firm’s EBITDA does not capture whether the new parent’s board has stopped

believing the CEO is ‘one of us.’

2. It Raises Perceived Agency Risk

Governance is, at its core, a monitoring problem. Boards need to be able to observe,

interpret, and evaluate what management is doing.  Cultural distance makes this harder.

Acquired firm CEOs often carry their home-country governance logic into their daily

behaviour — exercising discretion, communicating with stakeholders, and managing risk

in ways that are entirely legitimate within the Australian corporate governance tradition

but unfamiliar or ambiguous to foreign boards.

When boards cannot reliably interpret what they see, they face elevated perceived agency

risk — the concern that the CEO may be acting in ways that diverge from the acquirer’s

interests, even if the evidence is inconclusive.  The precautionary response is often to

install a leader whose behavior the acquirer’s board knows how to read. This is a structural

governance reaction, not a personal one.

3. It Creates Strategic Misalignment
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Culture shapes how executives think about strategy — their instincts about growth versus

stability, short-term returns versus long-term investment, competitive aggression versus

relational cooperation.  When acquiring and acquired executives hold different strategic

frames, they may pursue integration in ways that feel locally coherent but globally

inconsistent. Projects get sequenced differently. Resources get prioritized by different

logics. Decisions that look sensible from one perspective look misguided from another.

The CEO does not need to be operationally failing for this to happen. Strategic

misalignment is a problem of perspective, not performance. And when an acquirer’s board

concludes that the incumbent CEO’s priorities are not moving in their direction, leadership

replacement becomes the fastest mechanism for restoring strategic coherence.

The Buffer: Why Industry Similarity Changes
the Calculus

Cultural distance is not an automatic death sentence for incumbent CEO tenure. Our data

reveals a powerful contingency: whether the acquirer and target operate in the same industry.

When they do, the likelihood of CEO turnover is substantially lower — even when cultural

distance between their home countries is high. Same-industry acquirers bring with them a

set of shared reference points that substitute for national familiarity. The mechanisms

work across three levels.

Sector-Specific Legitimacy: A CEO with deep industry expertise, a strong track record, and

established credibility within the sector gives the acquirer’s board something concrete to

anchor on. Professional competence — demonstrated through industry-specific decisions,

regulation knowledge, and operational judgment — is visible, legible, and portable across

national cultures.  Boards that might struggle to interpret a CEO’s communication style in

the abstract can still recognise whether their calls on capital allocation, regulation

management, or customer strategy are sound within a shared industry context.

Shared Institutional Norms: Firms within the same industry are shaped by the same

regulatory standards, governance expectations, and performance benchmarks —

regardless of where their parents are headquartered.  When acquirer and target share an
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industry home, the board does not need cultural familiarity to monitor the CEO effectively.

Industry-level institutional frameworks provide a common evaluative language that

reduces the interpretive uncertainty underlying perceived agency risk.

Network and Relational Capital: Incumbent CEOs are not just managers — they are nodes

in a network. The relationships they hold with regulators, major customers, industry

peers, and government officials represent strategic assets that often took years to build

and cannot be quickly replicated.  In same-industry acquisitions, these networks are

frequently part of the deal’s strategic rationale. Removing the CEO means losing access to

them. The acquirer’s board thus faces a different trade-off: replacing the CEO may reduce

interpretive discomfort, but it also severs relationships that the entire integration plan

depends upon.

What the Data Shows

Figure 1 shows the distribution of cultural distance across inbound cross-border

acquisitions in our dataset of Australian listed companies, 2013–2022. Cultural distance is

measured using World Values Survey data on societal value orientations — including

authority relations, risk tolerance, and individual versus collective orientation  — rather

than simple geographic or linguistic proxies. The distribution is usefully wide, ranging

from culturally proximate acquirers (New Zealand, UK) to highly distant ones, providing

meaningful variation to work with.

13

14



Figure 1: Distribution of Cultural Distance in Cross-Border Acquisitions (2013–2022)

Figure 2 shows the key result: predicted CEO turnover probability across the range of

cultural distance values, broken out separately for same-industry and cross-industry

acquisitions.

Figure 2: Predicted CEO Turnover Probability by Cultural Distance and Industry Similarity



Three patterns stand out immediately.

First, cultural distance systematically drives up CEO turnover in cross-industry deals. At low

cultural distance, turnover risk is modest even in cross-industry acquisitions. As distance

rises, the probability of CEO departure increases sharply — controlling for firm

performance, deal size, governance structure, and a range of other transaction

characteristics. Distance alone predicts exits even when the business is performing well.

Second, same-industry acquisitions are largely insulated from this effect. Across the full

range of cultural distance in our data, CEO turnover probability in same-industry deals

remains relatively flat and substantially lower than in cross-industry deals. Shared

industry context appears to neutralise much of the governance uncertainty that cultural

distance creates.

Third, the divergence between same-industry and cross-industry deals grows as cultural

distance increases. At low distance, deal type makes little difference to turnover risk. At

high distance, the gap is large. Industry similarity does not independently reduce turnover

— it specifically buffers against the destabilizing effects of cultural distance.

The practical implication is clear: an acquirer and target from very different national

contexts can successfully retain incumbent leadership, but the industry relationship

between them matters enormously. Same-industry acquirers have tools to make it work;

cross-industry acquirers face structural headwinds regardless of how capable the CEO is.

What This Means in Practice

These findings point to specific actions for (1) acquiring boards, (2) incumbent CEOs, and

(3) deal advisors.

For Acquiring Boards



First, treat cultural distance as a governance risk factor, not a cultural curiosity. Before

completing a cross-border deal, assess the gap in governance expectations between your

organisation and the target — not just in terms of national culture broadly, but specifically:

How is authority exercised? How is disagreement communicated? What does strategic

accountability look like? If those gaps are large, plan for them explicitly rather than

assuming that shared business goals will bridge them.

Second, resist the instinct to install a familiar face as the fastest path to governance

comfort. CEO replacement may reduce short-term ambiguity, but it destroys firm-specific

knowledge, disrupts the stakeholder relationships that drive post-acquisition value, and

can signal instability to the market. If the goal is restoring governance confidence,

investing in structured onboarding, explicit expectation-setting, and cross-cultural

communication protocols is a more durable solution than executive turnover.

For Incumbent CEOs

First, recognise that your performance metrics are necessary but not sufficient. In a cross-

border acquisition, you are being evaluated on two dimensions simultaneously: whether

you are delivering results, and whether your decision-making is legible to the new parent.

If your acquirer operates under a different governance tradition, invest early in making

your reasoning visible — not just your outcomes. Explain how you make decisions, not just

what they are. Seek out the acquirer’s board members directly and create contexts where

mutual understanding can develop.

Second, your industry networks are a strategic asset — make that visible. If the acquirer is

from the same sector, your embedded relationships with regulators, customers, and peers

are likely part of the deal’s rationale. Make that case explicitly from day one. If the acquirer

is from a different sector, the protection that network embeddedness provides is weaker,

and cultural alignment matters more.

For Deal Advisors and Integration Managers



Cross-cultural leadership risk deserves a dedicated workstream in post-merger

integration planning — not a footnote in the cultural section of the due diligence report.

Identify the industry overlap (or lack of it) between acquirer and target, assess the cultural

distance between their home governance systems, and build a leadership retention

strategy that accounts for both. In sectors where the CEO’s relational capital is a core

acquisition rationale — mining, healthcare, regulated financial services — the cost of losing

them often exceeds whatever governance comfort their replacement provides.

The Bottom Line

CEO exits after foreign acquisitions are not, in the main, disciplinary events. They are

governance responses to cultural uncertainty — the difficulty of monitoring, trusting, and

aligning with a leader whose decision-making logic is embedded in a different national

context. Performance matters, but it does not protect. What protects is shared industry

context, which substitutes for cultural familiarity and gives both sides the tools to make

the relationship work.

For acquirers expanding into Australia — or any other market with a distinct governance

tradition — the lesson is that post-acquisition leadership stability has to be earned through

deliberate governance design, not assumed. Firms that treat cultural distance as a solvable

problem, and that use industry context strategically, will be better positioned to hold onto

the leadership that makes their acquisitions worth making in the first place.
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