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Abstract
The purpose of the report is to analyse two gas and oil companies from different countries as a part of an HR team in a new international merger and acquisition, I will be comparing Chevron Corporation and China National Petroleum Corporation and provide a critical evaluation of the impact of culture on organisational life, followed by identifying similarities and differences in HR practices between countries. Corporations differ in their cultures, as China is accepting inequalities between people and operates based on superior-subordinate relationships, while the US power distance is low and equality is strongly emphasised.  China is a long-term-oriented country with realistic and sensible approaches, while the US is short-term-oriented not sharing these visions. Indulgence in the US is high compared to China. Another major cultural difference is China’s collectivistic culture vs. American individualism. Both countries are driven by success and have quite low uncertainty avoidance. Significantly similar interests and institutional approaches. The role of HR and their expertise as well as the HR partnership between both countries in the implementation of successful mergers and acquisitions is crucial for minimising issues in the pre-merger and post-merger stages of M&A. The key findings and recommendations are a merger of Chevron and CNPC due to the similar sizes of the corporations. A vertical merger is suggested due to reducing costs and increasing effectiveness along with no integration required-holding strategy in order to achieve a smooth transition.
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Introduction
The oil and gas industry is one of the biggest in the world, producing revenue estimated at 5 trillion dollars in global revenue for 2022. This segment is generating such revenue due to the importance of oil to the global economic framework. Oil is a key material used for transportation, heating, and electricity for households as well as industrial production and manufacturing (McClay, 2022). 
This industry is broken into three segments. Upstream segment companies find sources of oil and drill gas and oil wells. Midstream companies are accountable for the transportation from the wells to refineries. Lastly, downstream companies are in control of the refining process and sale (McClay, 2022).
China National Petroleum Corporation was established on 17th September 1988, mainly for oil and gas upstream operations. On 27th July 1998, this organisation became an integrated group in charge of oil and gas upstream and downstream operations. Since 19th December 2017, this corporation is fully owned by the State as a limited liability company (CNPC, 2023). Nowadays, CNPC is in charge of upstream, midstream and downstream activities, such as exploration, engineering and construction, production, sales, marketing and trading, and new energy development. This organisation has globally 1 448 000 members of staff and its headquarters are in Beijing, China. Their revenue reached 435,2 billion dollars in 2021 (GlobalData Plc, 2023). Please see their main competitors, in below Fig. 1.

	
	Headquarters
	No. of employees
	Revenue in $

	Exxon Mobil Corp
	United States of America
	63,000
	398.7B

	Shell plc
	United Kingdom
	82,000
	381.3B

	TotalEnergies SE
	France
	101,309
	263.3B

	BP Plc
	United Kingdom
	65,900
	241.4B


Fig. 1 Competitors of CNPC
Source: GlobalData Plc (2023)



Chevron Corporation was established on 10th September 1879, under the predecessor Pacific Coast Oil Company. Within a year, its first refinery and pipeline were built as well as an extensive drilling programme (Chevron Corporation, 2023). This Corporation oversees upstream, midstream, and downstream activities, such as exploration and production, storage, transportation, marketing, or distribution. Chevron sells petrochemicals and additives and distributes fuels and lubricants. Their headquarters are in San Ramon, California. This organisation has 42 595 employees and a revenue of 235 billion dollars in 2023(GlobalData Plc, 2023). Please, see their competitors in below Fig. 2.
	
	Headquarters
	No. of employees
	Revenue in $

	Exxon Mobil Corp
	United States of America
	63,000
	398.7B

	Shell plc
	United Kingdom
	82,000
	381.3B

	TotalEnergies SE
	France
	101,309
	263.3B

	Saudi Arabian Oil Co
	Saudi Arabia
	68,493
	400.9B


Fig. 2 Competitors of Chevron
Source: GlobalData Plc (2023)

Section 1: National Analysis
Section 1: Part 1 Cultural Analysis of USA and China
The aim of the cultural analysis is to understand the cultural differences between the countries important for the successful implementation of M&A followed by institutional analysis in Part 2.
According to Hofstede Insights (2022), national culture can be defined as the shared programming of the mind recognising the representatives of one group from another. The 6 dimensions he developed are comparing specific preferences of one country to another. A comparison is an effective tool when establishing elements of different cultures., see below Fig. 3.
[image: Table
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Fig. 3 Hofstede’s cultural dimension model
Source: Zhang and Lowry (2018)
Using Hofstede’s comparison tool, I compared the cultures of China and the United States in below Fig. 4. [image: Chart, bar chart
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Fig. 4 China and US country comparison
Source: (Hofstede insights, 2022)
Power distance
[bookmark: OLE_LINK1]With a ranking of 80, China accepts inequalities between people. This means the subordinate-superior relationship is a part of the culture and individuals are guided by authorities (Hofstede Insights, 2022). Large power distance is also characterised by corruption, scandals being silenced and uneven income between society. Governments are autocratic and children are taught to become obedient, while in the United States where the power distance is smaller with a ranking of 40, children are taught to be equal, and power is used for purpose of good. Income is distributed more evenly. Corruption is rare and scandals are publicised (Hofstede, 2011).
Individualism/Collectivism
China is characterised by collectivism. People are born into clans or families for protection in exchange for faithfulness. Relationships win over the task, whereas in the United States in a highly individualistic environment task takes over the relationship and everyone is expected to take care of themselves. (Hofstede, 2011).
 Masculinity
One of the dimensions with a similar score for China and the United States. Higher masculinity in both states means a success-driven culture. As an example, success-oriented cultures will sacrifice their hobbies, family, or friends to work. Leisure time is not a priority. (Hofstede Insights, 2022).
Uncertainty avoidance
China has weak uncertainty avoidance. People take each day as it comes and react to changes with an open mind. The level of stress and anxiety is lower, .and chaos is accepted. Individuals are not afraid to change jobs and are curious to hear about new ideas (Hofstede, 2011). In the US the score is slightly higher, meaning fair welcoming of new ideas and opinions of an individual is being encouraged. (Hofstede Insights, 2022).
Long-term/Short-term orientation
China is a long-term-oriented country, meaning they deal with things realistically and sensibly. People tend to learn from other countries and traditions can be adapted to suit changes in the environment. Individuals focus on the future and tend to have large savings, whereas in the US, the culture is short-oriented, and people are spending and living often above their budget (Hofstede, 2011).

Indulgence
Can be described as a degree to which individuals are able to control their aspirations. China scoring low on indulgence is a restrained country, meaning leisure time is not emphasized and people are not leaning towards their desires. In this culture is believed that indulgence is something wrong, whereas the United States scored high on indulgence.  (Hofstede Insights, 2022).
Section 1: Part 2: Institutional analysis of USA and China
The institutional approach in IHRM 
IHRM is influenced by institutional structures and MNCs need to examine the business environment of the country in which they plan to operate. In this section, I will analyse USA and China, based on Scott’s neo-institutional theory, DiMaggio’s & Powell’s theory of isomorphism and PESTLE analysis.
Scott’s neo-institutional theory
Neo-institutional model is allowing the organisational actors to represent the organisation legally, by incorporating institutionally mandated elements, increasing its chance of survival. There are 3 institutional pillars in Fig. 5 having an impact on how the business responds to isomorphic pressures.
[image: Table
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Fig. 5 Scott’s institutional pillars
Source: Scott (2007, p.60)
 The approach of China National Petroleum Corporation and Chevron to institutional pillars is identified in below Fig. 6.
	
	CNPC
	Chevron

	Regulatory- Government, legal, courts & police

Coercive isomorphic pressure by the enforcement of rules.
	CNPC operates under law and regulation-based governance which guarantees sustainability and spirit (CNPC, 2021). 
CNPC is strictly adhering to the Labour and Trade Union Law of the People’s Republic of China (CNPC, 2023).
	Regulated by state, federal, and local agencies governing energy production. 
State and local governments have knowledge of the operating requirements in their jurisdiction, providing oil and natural gas regulations (Chevron Corporation, 2023).

	Normative- employers, code of conduct

Normative isomorphic pressure due to emphasis on normative systems
	Employees are given the Integrity Compliance Guidelines with a direct code of conduct to be strictly followed (CNPC, 2021).
	Chevron provides a business conduct and ethics code built on the core values and principles of the organisation (Chevron Corporation, 2022).

	Cultural-Cognitive 
The internal representation of the environment shared beliefs, and cultural behaviours.
Mimetic isomorphic pressure means, that if the firm is in an uncertain situation, they look outside of its organisational field for best practices elsewhere (Dr D University, 2019).
	China is open to changes with a lower level of stress and anxiety, and the fear of uncertainty avoidance is lower. They’re long-term oriented, therefore their dealing with things is sensible and realistic, and traditions can be adapted to suit the environment. They are driven by success (Hofstede, 2011).  
	Open to new ideas, the level of uncertainty avoidance is higher than in China but relatively low. The USA is short-oriented and more liberal. Traditions are unchallengeable. People are driven by success. (Hofstede, 2011).  
 


Fig. 6 CPNC and Chevron approach to institutional pillars
The above institutional pillars influence how businesses are carried through isomorphic pressures, see below Fig. 7
[image: Diagram
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Fig. 7 Institutional isomorphic mechanism/pressures
Source: Wan Mohd Saman et al. (2013)
Before the organisation enters a new market, they need to be aware of other factors having an impact on institutions. These are defined in the PEST analysis in Fig. 8.
	
	CNPC
	CHEVRON

	POLITICAL
	China’s new consumption tax in 2021 policy reduced the nation’s export but increased sales domestically. 
	Engaged in discussions with tax authorities to resolve tax matters 

	ECONOMIC
	Post covid decrease in production impacted unemployment. Prompt recovery from China, but poor performance on the stock market.
	Recovered from Covid, demand can be affected by other countries not recovering

	SOCIAL
	0 emissions by 2060 raised awareness
	0 emissions by 2050

	TECHNOLOGICAL
	Due to the high energy demand, the oil project in 2025 will improve the nation’s oil production and the cost of quality oil.
	$10 billion investment for lower carbon in 2028


Fig. 8 PEST analysis of CNPC and Chevron
Source: Cui et al., (2022) & Chevron Corporation (2021)
Section 1: National Analysis
Conclusion
Although the CNPC and Chevron differ in the cultural aspect, their institutional approach is similar, driven by the importance of adhering to rules and obligations.  Both organisations display a prompt approach to political, economic, social, and technological factors and their goal is to grow their business and lower emissions. Chevron and CNPC have almost identical competitors (Fig.1 & Fig. 2) and both are strong international corporations worth hundreds of billions of dollars in revenue. Together they can expand further internationally, and profit from their new technology projects (Fig. 8) reducing costs. The HRM practices should be modified to fit different country contexts due to cultural differences.

Section 2: Organisational analysis
Part 1: M&A Rationale and integration strategy
Due to the facts concluded in the national analysis, the merger of the companies is suggested. According to Kenton (2022), a vertical merger is a merger of businesses with individual supply chains. As a result, this increases synergies and improves the control of the supply chain aspect. A vertical merger is not only reducing costs but is often more efficient.
An explanation of the differences between Merger and Acquisition is in below Fig. 9
[image: Mergers vs. acquisitions: a merger is when two businesses of similar size and scale of operations combine into one new company; an acquisition is when one business buys another, often smaller, business]
Fig. 9 M&A differences
Source: Blakely-Gray (2021)
The M&A process has pre-merger and post-merger phases. I have chosen the below pre-merger capability typology in Fig. 10. 
[image: Graphical user interface, application, table
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Fig.10 The pre-merger capability typology
Source: Grant, Nillson and Nordwall (2022)
It is crucial for the pre-merger stage to identify and evaluate the strategy and financials prior to negotiating and planning implementation.
For the post-merger phase, I have chosen the holding integration strategy (Haspeslagh & Jemison, 1991) considering the strategic needs with the fit of the organisation. Holding strategy requires no integration, therefore, it would be the most rational and simple solution for Chevron and CPNC. There are four different integration strategies in Fig.11. 
[image: Acquisition Integration Approaches - Meaning & Definition | MBA Skool]
Fig. 11
Source: Haspeslagh and Jemison (1991)
During the M&A process, some challenges may arise, and I will identify them and explore how the HRM improves the chances of M&A success. 
Part 2: Role of IHRM in the implementation of effective M&A
In the below table in Fig. 12, the role of HR and challenges Chevron and CPNC may come across in process of M&A  are defined.
	Roles
	Challenges and issues

	Management of strategic human resources
(Definition of reasons for the merger, selecting partner)
Strategic Partner (planning for the management of the M&A process &learning from the process)
	Communication and involvement of stakeholders between Chevron and CNPC may bring cultural challenges (Fig. 3) and possible split opinions when creating new strategies.

	Management of firm infrastructure (HR due diligence, forming M&A team leader)
	Implementing teams and possible changes in structure can lead to frustration. 

	Administration (profile of the organisation, compensation and benefits audit)
	Decision taking on HR policies and practices may be challenging when adapting them internationally.

	Management of employees (Communication, HR due diligence, cultural audit and audit of employees and management, ability to understand the first phases of psychological pressures)
	Significant and challenging process for HR in selecting and retention of key employees, talent retention and effective communication. China is accepting inequalities in power while the USA is treating staff equally. This cultural barrier can be challenging for CPNC.

	Management of transformation and change (cultural assessment and planning of integration, identifying the organisational and cultural barriers) 
	Cultural barriers are the biggest challenge in the M&A process between Chevron and CNPC. As an example, China is long term-oriented country whilst here the US is short-term-oriented (Fig. 3), therefore their attitudes are different.  


Fig. 12 Role of HR in M&A vs. challenges
Source: Antila (2006)
Different scenarios should be considered based on the in-house HR expertise and awareness of HR issues in M&A (Fig. 13).
[image: Diagram
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Fig. 13 Four scenarios based on the in-house HR expertise and awareness of HR issues in M&A
Source: Teerikangas et al., 2016
The role of HR in M&A is to minimise the issues with their involvement in the pre-merger and post-merger stages. HR integration should be partnered in each of the steps during integration. This is the key to synergy and transfer of knowledge as well as harmonization (Chang-Howe, 2019). 
Section 2: Organisational analysis
Conclusion
CPNC and Chevron are two international corporations of similar size, therefore merger is suggested. The vertical merger of the firms will reduce costs and increase efficiency (Kenton, 2022). Holding strategy requires no integration, therefore is strongly suggested. The role of HR in M&A and their involvement is key to a successful merger and therefore Chevron’s and CPNC’s HR departments should be partnered from the beginning to minimise the issues together, creating synergies and harmonization(Chang-Howe, 2019). With a high degree of in-house expertise and high knowledge of issues involved in the M&A process, they can overcome challenges and deliver successful results.
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