

Abstract.
The purpose of the report is to analyse the process of merger and acquisitions between two companies situated in different countries which are ExxonMobil (USA) and Sinopec (China). As part of the HR team in a new international M&A analysis of this cross-border process, together with the HR department’s involvement in the different stages of the merger and acquisition process. 
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[bookmark: _Toc131093609]Introduction.
The oil and gas industry is one of the biggest sectors in the world when it comes to value, producing about 5 trillion dollars in worldwide revenue as of 2022. The industry is significant for the global economy, influencing a lot of other sectors, such as transportation, heating, electricity, or production and manufacturing (McClay, 2022). The oil and gas industry is classified into three sectors: Upstream – the exploration and production of the gas and oil; Midstream – the transportation and storage of the gas and oil; and Downstream – the distribution and refineries of the gas and oil (Lu et al., 2019). The USA is the world’s biggest net producer of oil, followed by China in fifth place. Chosen companies are ExxonMobil in USA and Sinopec in China. 
[bookmark: _Toc131093610]ExxonMobil 
One of the biggest petroleum and petrochemical enterprises that operate in over 60 countries, and are known by the Exxon, Esso, and Mobil brands. The enterprise operates in the upstream and downstream sectors of the oil and gas industry, which involves exploration, production, and development of fuels, lubricants, and chemicals, as well as deals with selling and marketing (ExxonMobil, 2023).
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Figure 1 - https://corporate.exxonmobil.com/
[bookmark: _Toc131093611]Sinopec Group
Sinopec operates in all three segments of the oil and gas industry, upstream, midstream, and downstream, with an important oil and petrochemical main business and a perfect marketing network, that produces, refines, and explores natural gas and oil, as well as storage and transportation, sales (Sinopec, n.d.). The organisation is the second-biggest oil and gas producer in China and the third-biggest chemical company in the world. 
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Figure 2 - http://www.sinopecgroup.com/group/en/gywm/about.shtml corporate.exxonmobil

[bookmark: _Toc131093612]Section 1. 
[bookmark: _Toc131093613]Part 1. Cultural analysis of China and the United States. The cultural approach.
[bookmark: _Hlk130159702]According to Treven et al. (2008), culture is a shared system of symbols, beliefs, attitudes, values, and derived norms, reflecting in all aspects of the way of life of a group of people, and society.
Robbins and Judge (2017) defines [image: ]organizational culture as a lifestyle, being the result of internal practices, codes of behaviour, values, goals, and beliefs specific to a specific organisation. This culture is what makes the difference of an organisation (Treven et al., 2008). Organisations are affected positively or negatively by cultural aspects, as it plays a vital role in the overall performance, as organisations are not separated from their environment, but rather relate to it through their employees, customers, and suppliers (Gallego-Álvarez and Pucheta-Martínez, 2021). This means that the cultural norms in an organisation have an extreme impact on the values and behaviours promoted within it, as it adjusts to society’s beliefs, values, and norms (Robbins and Judge, 2017; Briscoe et al., 2009).Figure 3- https://www.business-to-you.com/hofstedes-cultural-dimensions/

Hofstede’s Cultural Dimensions is the most popular and the most used frame for cultural differences. With time, his study comes up with six cultural dimensions (Hofstede, 2016).
According to Hofstede cultural dimensions analysis, in Chinese organisations employees work in a team collective, compared to the USA, where employees stick more to individualism. After an analysis, the USA is one of the most individualistic countries in the world (Clearly Cultural, n.d.). Another cultural dimension present in China and USA as well is a masculinity society, success-oriented, which believes in equity rather, than heroism, and the importance of material reward for success (Gallego-Álvarez and Pucheta-Martínez, 2021). China and USA both have Low uncertainty avoidance culture, which shows considerable ease when in uncertain situations (Treven et al., 2008; Bruin, 2017). Long-term orientation in China reflects a direction regarding the future, belief in savings, and determination. On the other hand, short-term orientation in the USA reflects values regarding the present, and a concern for fulfilling social responsibilities (Hofstede, 2003). Chinese people are Restraint which means strong control of people’s desires and needs, and strict social rules, however in the USA there is weak control of people’s desires and needs, a society that enjoys life and has fun, called Indulgence (Bruin, 2017; Briscoe et al., 2009). In a society like China, there is High power distance, where every employee in an organisation has their responsibility, they are not involved in what is happening in another department (Khlif, 2016). On the contrary, there is Low power distance in the USA where there is equal treatment of everyone in an organisation (Bruin, 2017).  CHINA
USA
Collectivism
Individualism
Masculinity
Masculinity
Low uncertainty avoidance 
Low uncertainty avoidance
Long term orientation
Short term orientation
Restraint
Indulgence
High Power Distance
Low Power Distance


[bookmark: _Toc131093614]Part 2. The institutional approach to IHRM. 
Institutions include regulative, normative, and cultural components, that together with related activities and resources give security and sense to social life (Scott, 2013). Institutions have an important part in how society shares the benefits and support the costs of the growth of the strategies and policies, as these influence investment decisions and the organisation of production (Torrington, 2014). The multinational company as ExxonMobil (USA), with a strong intention of merging and acquisition of Sinopec (China) must consider the political, economic, and social context that affects the labour market of the acquired country.
Neo institutional model is the affiliation of institutionally authorized elements, that allows organisations to represent it as legal, as a result increasing its possibility of survival (Suddaby et al., 2013). 
Isomorphic pressures are: Coercive – based on enforced rules from exogenous providers of resources (regulatory sanction, public media criticism); ExxonMobil has strong organisational rules and regulations that must be followed by all the employees. 
Normative – is the result of customary professional and socially accepted and responsible discourses (best practice, education); ExxonMobil has a lot of professional employees with a good experience in the industry.
Mimetic – based on modelling after successful peers. Such activity is engaged to reduce uncertainty (innovation and visibility); ExxonMobil should evaluate the situation in the acquired company, which is Sinopec, and restructure it if needed.  
[bookmark: _Toc131093615][image: Diagram

Description automatically generated]Section 2. 
[bookmark: _Toc131093616]Part 1. M&A rationale and integration strategy.Figure 4: https://www.educba.com/mergers-and-acquisition/

A merger is a transaction where two companies decide to combine their activities because they have resources and skills when combined, can generate distinctive competitive advantages (Aamir et al., 2013). Risberg (2003) defined the acquisition as a transaction through which a company buys another company in whole or only a part of its shares, intending to generate distinctive organizational skills by expanding the business portfolio.
Sinopec and ExxonMobil decided on a merger and acquisition, for increasing capacity and profitability through combined forces. Competitive advantage is another reason for M&A, diversification is very important. By merging both companies’ products and services, these can achieve a competitive advantage over others. Cost reduction, when two organisations have the same business activity or offer the same services or products, is worth it for them to merge locations or reduce business expenses by integrating and streamlining support functions. When the total cost of production is reduced as volume increases, total profits are maximized.
[bookmark: _Toc131093617]Part 1.1. Strategy for the M&A.
[bookmark: _Hlk129174790]The merger process is the combination of two or more organisations with the same goal of creating an economic entity by combining the assets. The merger is treated by many economists as a form of acquisition and knows two forms: absorption and pure fusion or fusion (Denison and Spreitzer, 1991).
HR strategies set out what the company plans to do about its human resources management policies and practices and how these should be combined with the business strategy (Armstrong, 2011). A strategy should have two main parts, strategic objectives are expected to be achieved, and a plan of action. HRM practices a vital for the success of the organisation.
The targeted company should be thoroughly monitored for a period before the final decision of merger and acquisition. Collecting data about the turnover sells and production of the enterprise should be analysed. A proper M&A plan should be prepared with all advantages and disadvantages, which should be analysed carefully, to take a reasonable decision. 
[bookmark: _Toc131093618]Part 2. 
1. [bookmark: _Toc131093619]Role of IHRM in implementing effective M&A.
International human resource management (IHRM) is defined as the strategies and practices that a multinational organisation uses to attract, grow, and maintain its human resources together with globally systematised and locally adjusted structures and processes (Armstrong, 2020; Vanhala and Stavrou, 2013). The role of IHRM in the merger and acquisition of Sinopec and ExxonMobil is very important, as the department develops the implementation strategy and the processes and concepts for the executive board during the transaction.
Different academics proposed various integration patterns, to outline a strategy for successful integration (Lu, 2018).
1.1. [bookmark: _Toc131093620]Haspeslagh and Jemison’s integration typology.
One of the most powerful and well-known post-acquisitions in M&A models is Haspeslagh and Jemison’s integration typology matrix (Angwin and Meadows, 2015). It suggests that the integration process should cover two basic points, the need for strategic interdependence - the level of integration in merging organisations on potential transfer and resource splitting (Lu, 2018). It is the way how ExxonMobil (USA) and Sinopec (China) as M&A organisations use the ability to change resources and talents inside the merged organisations and their competitive advantages. Both companies involved in the transfer should operate together, to create value. And the need for organisational autonomy – suggests that the organisation’s culture and management systems are supported or closed. It has a negative impact on acquired organisational culture, and if the organisation that was purchase has a high level of autonomy, and the culture is completely different from that of the buyer’s company, the internal cooperation cost may be too high.
By combining the two aspects, Haspeslagh and Jemison pointed out four acquisition approaches: 
[image: ]Preservation – management attention is to maintain the origin of the acquired benefits as they are.  
Absorption – management needs the determination to guarantee that its vision for the acquisition is accomplished (Angwin and Meadows, 2015).
Symbiotic – management should assure parallel boundary protection and penetration.
Holding – there is no aim of integrating and value is created by financial transfers, or risk-sharing (Lu, 2018).  
1.2. [bookmark: _Toc131093621]Perlmutter’s model.
[bookmark: _Hlk131077241]One feature of international strategy is the manager’s attitude, mentioned in terms and proposed by Perlmutter, such as ethnocentric, polycentric, geocentric, and regiocentric. The model determines the level of organisation’s autonomy that branches appreciate in their management and HRM practices (Briscoe et al., 2009).
In ExxonMobil (USA) and Sinopec (China) 
	
	Cost
	Risk
	Benefit

	Ethnocentric
	Ineffective M&A planning
	Absence of flexible receptivity
	Simple organisation
Better control and communication 

	Polycentric
	Waste due duplication, suitable only for local use, and inefficient for home country experience 
	Excessive focus on the local tradition instead of the global viewpoint
	High utilization of local markets 
Better sales due to better informed local management 

	Geocentric
	High travel and communication expense 
Educational costs
Time consuming in decision-making
	Wide power distribution and employees’ problems especially for international head managers
	High quality of products and services 
Worldwide utilisation of the best resources 
Greater commitment to global objectives

	Regiocentric
	Decisions made in the regional headquarters, cut expenses
	Focus on regional standards and objectives 
	Simple organisation
Better control and communication 



The model aims to identify the orientation of the organisation. The orientation of the employees of an organisation influences its ability to adapt to any foreign marketing environment essentially (Zeeman, 2022). It is very important for ExxonMobil (USA) to analyse how it is oriented and make an appropriate decision moving forward. While performing EPGR analysis, the organisation might find out that it is aligned in a direction that is not beneficial at all for it, or misaligned with the organisation’s generic culture and generic strategy. So it is essential to re-align its focus to ensure that it is correctly representing the organisation’s focus.   
[bookmark: _Toc131093622]Recommendation.
· An organisation that intends a Merger and Acquisition process, should make an effective plan, that includes all the steps of acquiring an existing business, with the purpose to grow the business, to improve its profit. By recruiting the well-trained people, the level of production will grow. 
· The purpose of any merger and acquisition is value creation and enhancement. The acquisition process is long, so organisation should plan it a year ahead, by setting up a preliminary phase, where a team of competent people should make the arrangement for the acquisition. 
· Adopting effective strategies of a company to acquire distinctive organizational skills by increasing the company's market power.
· It is essential to overcome significant barriers to entry or increase the speed of entering the market, to avoid the costs and risks associated with the foundation of new products.

[bookmark: _Toc131093623]Conclusion.
In conclusion, the importance of IHRM is, without doubt, the key factor that is comes about the  and acquisition process. IHRM is the understanding of how multinational organisations manage their international workforces to gain competitive advantage The main focus is organisational strategy and structure, and relationship with market competition. 
Overall mergers and acquisitions (M&A) activity is transformative, with business consolidations intimately influencing not just the global business landscape, but the entire society. And, nowadays, a lot of international Merger and Acquisitions are not successful and met a lot of barriers in this process, a designed team of people should deal with the process, to spend less on a positive result. 
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