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Introduction
In this report, we looked at how Merger & Acquisition (M&A) has been generalized and actively happened in the international economy. There are many different successful integrated cases for enterprises all over the world. Substantial re-organization and re-structuring exercises have been conducted during the Merger & Acquisition processes. For the M&A structure and process, there are different phases in which the management of the company need to adapt such as the formulation, investigation, negotiation, location and integration (Chen et.al, 2018). Furthermore, the project should be kept flexible and it is very important to build an effective communication channel for management and employee of both companies rather than maintain a traditional and formal hierarchal way during the process. In the past two decades, internationalization and cultural integration have been acted as an important part of core aspects in Merger & Acquisition. One of the most challenging issues of management is about “people”. People management and human resources are considered as the most valuable asset for most of the companies. According to Napier (1989), there are generally three types of mergers – extension, collaborative and redesign. Collaborative mergers easy occur when the business nature, products and services of two companies are closely related, that’s not only enhance the integration of operation, assets and culture of both companies, but also encourage the exchange of technology and expertise. For two merged companies have the related business nature and one of the companies want to gain the control of management, redesign merger is most likely occurred. For two integrated companies they have different nature of products and services and required an internal and cultural change, extension merger in which remains relatively autonomous would be applied in that case. However, for the human resource perspective, the most difficult merger to be implemented would be the collaborative merger, since the redundancy of employees such as management and expertise are already in the business operations. Therefore, downsizing and voluntary layoffs are normally occurred in order to avoid manpower redundancy as well as to enhance the cost-effectiveness. For the management perspective, an extra effort on implementing a correct and appropriate leadership strategy to help and create a smooth merger is crucial important.
Few Merger & Acquisition exercises in this report were gathered in the PC industry. The report also examined how strategic leadership and people management especially communicating between management and employee were effectively implemented during and after the M&A process. Besides, enterprises have to deal with different cultures along the integrating process and their operation. At the end of this report, recommendations have been made in order to minimize the turnover rate among staff during a Merger & Acquisition process. 
Company Background
Lenovo Group, the leading IT company in China. The major business of the company is the manufacture and sale of personal computer (PC). The company was started in 1984, founded by only 11 employees with an initial investment of RMB 200,000 (around USD 125,000 at that moment) (Liu and Liang, 2018). It was full of challenges during 1980s and 1990s until early 2000s, the company attempted to bring the business to its internationalization ways from 2000 after they had become the top PC manufacturer in china since 1996. By holding their philosophy to bring IT to more consumers and businesses over the world, they had a crucial moment for the company changes in 2005 – the successful acquisition of IBM’s PC Division. After that, Lenovo started another 7 years for merging their business with another companies globally such as Japan, US and Germany etc. Consequently, this company became the third largest PC producer and the top five fastest growing PC manufacturer in the world with 23,000 employees over sixty countries and 10.2% world market share in PC industry, it also reached the annual revenue in 21 billion US dollars in 2012 (UKEssays, 2018). In the last decade, Lenovo continuously proceeded its M&A activities and expanded its market share around the world. As at 2021, the company has been a 50 billion US dollars Fortune Global 500 company with 63,000 employees over one-hundred eighty markets over the world. (Lenovo, 2021). The major M&A activities of Lenovo since 2005 are as below:
	Year
	Acquiree Name
	Business Nature

	2005
	IBM Personal Computing Division
	Personal computing

	2011
	NEC
	Personal computing

	2011
	Medion AG
	Electronics company

	2012
	Stoneware
	Cloud service

	2014
	Motorola Mobility
	Telecommunication

	2015
	Marvell 
	Technology company

	2016
	Fujitus
	Personal computing


Findings
For the success of international acquisitions of Lenovo, there are two significant issues have to be addressed. The first one is the leadership and management strategy in communication during M&A process and the second is merging and managing multiple-culture. 
· Leadership and management strategy in communication 
Communication would be the first leadership and management challenges in an international acquisition. According to Stahl and Koster (2013), the communication challenge would be getting difficult during the post-acquisition and language difference would also be the barrier of decision-making and problem solving. During a transaction or establishing a partnership process, good communication would protect the value of asset of the organizations and it would be the fundamental element of the deal (Jarrard, 2014). Besides, the role of leaders in communication during the M&A process has been identified as a critical element and crucially important. It comes to a common understanding that communication should be open, honest and logical so as to increase the level of identification and commitment of employees to the acquired company. Contrary, the emotion of employees might be seriously affected if the communication between management and employee during the M&A process could not be well-managed including employee’s attitudes, behaviour and performance (Zagelmeyer and Sinkovics, 2018). Therefore, a significant relationship between the leader’s communication strategy and employee’s feelings is formed, management are trying to reduce and minimize the anxiety, frustration, disappointment or even anger of employee in facing the new organization structure and environment. The establishment of M&A exercises should be in a friendly manner but not in a hostile way.
For the M&A of Lenovo and IBM, since the conversation of Chinese in general was much quiet, the leader of Lenovo provided much opportunity for the employee of IBM to speak out their thought and express their feeling while they did most of listening to them (Abdulai and Ibrahim, 2016). Effective communication was definitely a helpful tool for both leader and employee and the best way to create the culture between shareholders, customers and employees. Besides, at that moment, the CEO of Lenovo realized that if two different backgrounds of organizations integrated too fast, the major change of functional and personal would appear high risk in the overall integration. In that case, he kept the two businesses independently and implements the integration gradually after they had known more about each other (Li, 2010). In order to enhance the communication between two organizations, they hired a western President and in-charge the integration. Besides, many different workshops were organized for the employee and also strong communication expertise was arranged for Chinese manager in order to assist them up to a Western standard. Subsequently, it reduced the complexity of integration as similar cultural background and experience were implemented in the whole system. The good practice also helps Lenovo to execute their corporate management as well as leadership plan after each acquisition onwards. 
For the M&A of Lenovo and Medion AG, the company tried to appoint the right people for the proper responsibility. The management did not bring in Chinese managers to key position. They understood that it did not work and employees would leave the company if exchange the management in a German company with Chinese. The customers would easy to shift forward to other competitor as well. They also understood that they should clear communicate with all the employees about their strategy, integration plan, the role as well as position of acquiring company. The company implemented a “hands off” integration strategy (Chen et al., 2018).When disagreement had happened, Lenovo had never pushed the employee by forcing them to follow but tried to convince them. It aimed to minimize the disruption of business operation of the acquired company and ensured a long-term healthy relations and harmonious integration for both acquiring and acquired company. After the acquisition of Medion AG, senior management of Lenovo was clearly communicate with the employee of both companies by using active emails as well as large kick-off events. Similarly, Lenovo acquired 51% share of Fujitsu in its PC division in 2016 and maintained the acquired business as standalone operations. It helped a smooth transition of M&A process and reduced the risk and disruption to the business such as customers, employees and partners (Lenovo, 2017). 
· Merging and managing multiple-culture
Organizational culture and national culture are inevitably complex and need to consider in the modern era. For instance, what is the roles and positions of the host and acquired companies, the dominant of national culture of the host and home country. It is necessary to clearly understand the cultural difference and cultural integration during the M&A process. It is difficult to socialize the employees of the acquired company get into the same belief and value during cultural integration. According to Kuada (2008), ‘Cultural is claimed to be fluid, complex, fragmented and differentiates one society or organization from another.’ For the integrated case of Lenovo and IBM, since there is a strong cultural difference and wide varieties of different cultures between Chinese and American society, individuals are trying to find a way to fit the changes. The management of Lenovo had to be understood the possibilities of potential cultural differences which will be happened in different times and situations. Besides, the other important element in this M&A process was the technology transfer which was transferred from a US-based company to a Chinese-based company. The issue derived a lot of cultural implication. Not only the learning ability of new technology of the acquiring company but also the transfer capability of the technology knowledge of the acquired company. Furthermore, the implication was about the inventor’s values, cultural beliefs and philosophies. The successful managed of culture compatibility and integration would also improve the quality of performance, customer and employee satisfaction as well as the profitability (Abdulai and Ibrahim, 2016).
The president of Lenovo pointed out that ‘cultural clash’ between both companies in the M&A process especially in the post-merger integration has been the common cause of failure (Liu, 2018). Cultural clash would happen in different levels include individual level, organization level and national level. For individual level, people who have similar attitudes and values would be connected each other. The company managed employees to share their norms, values and facilitate the emergence of trust. On the other hand, a high risk for conflict would happen if an individual feels that the same key values is not shared. During M&A process, the employee of acquired company always resist the integration procedure which imposed by the host company. For the organization level, every enterprise has their own and unique culture and thus the more difficult for the post-merger integration between two companies. There is a culture distance for how two companies to do their organizing, planning, controlling and coordinating. For the national level, manager always has their own thought and experience from difference cultures. They are likely to apply different managerial practices and system in the acquired company. According to Shimizu, K (2004), a research showed a total of 40 M&A cases in United Kingdom, American companies performed more internationally and sophisticated in organization nature, they relied on policies and procedures and showed its adaptation in integrating with the acquired company. Contrary, Japanese company showed relatively ‘conservative’ since they were lacking of international experience. Although they take a long-term view and relationship with the acquired UK company, they leave the acquired subsidiaries alone and only support them financially. For French enterprises, they tend to take control and deliver command from the headquarter but do not attempt to absorb the subsidiaries into their corporate culture and system. 
For the success of Lenovo in acquisition activities, Lenovo initiates its M&A process and principles as follows:
1. Plan carefully before proceeding – Before making the final decision, they planned carefully to avoid implementing wrong strategy and paying too high price. The company set up a planning team and included all expertise not only senior executives and specialists, but also finance, operation, business development and human resources professionals. 
2. Take a learning approach – The company decided to take a learning approach even potential high risk involved. Based on different assumptions at the initial stage, they do not take the CEO position in the first three to five years after re-structuring, until they know how to lead the acquired company themselves and figure out how to manage a multinational firm. However, it does not mean to leave the acquired company alone. They appointed the ‘Executive Chairman’ and set up a strategy committee to work closely with senior management of the acquired company so that can learn how to operate and lead that multinational company in this process. This also ensured that all strategic issues were in the right track and engaged to the new structure. The company was able to learn how to run a large multinational business from there as well.
3. Reform the fundamental – The management of Lenovo understood that the company could not go for worldwide if the original governance structure remains unchanged. Therefore, they made changes in the composition of Board especially in the pre-acquisition and post-acquisition stages. They combined the CEO and Chairman positions whilst a Lead Independent Director role was appointed on the Lenovo Board. The Lead Independent Director has authority and responsibility to call and chair the executive meetings with independent non-executive directors and without inviting any management staff and executives director. In a way of their globalization efforts, Lenovo become truly worldwide and followed other entrepreneurs to restructure their business organization and reform their Board. It was also a good way to have a third party to strike the balance between Chinese and non-Chinese executive since their perspectives were inevitably different.
4. Globalize the top team – There are six nationalities in the executive committee of Lenovo and over 20 nationalities in the top 100 senior management for the highest decision making. In order to develop the management team and senior executives to a multinational level, they made efforts by splitting senior executives positions into two halves during the integration, the first half of executive positions went to the former acquired company and the other half went to Lenovo’s local executives. Besides, they tried to make English as the official language in order to avoid employee from acquired company feeling of taking over by other Chinese’s company and wanted the integration process did not involve any party takes over others.
5. Embrace and leverage diversity – Although the company encountered many challenges when work with workforce from different countries such as ethnical and cultural diversity, the company tried to found different solutions to deal with it in order to reduce the inefficiency such as language issue, time zone difference, meetings became long and ineffective, employee felt frustration and stress and delayed decision making etc. the company understood that they had to manage not only two different company cultures but also different national cultures and worldviews. Confrontation and misunderstanding were arose and open communication were encouraged at meetings. The top management of Lenovo determined to make effort on the acquisition works in order to enhance the trust, understanding, develop the same values and perspectives across the employees of two companies. The guiding principles were developed by the Chairman: Trust, Respect and Compromise. They implemented a wide range of activities to enforce the guiding principles and bring the trust back among the workforce culturally and geographically. For example, employee learned about other’s culture and history and started with other’s language, executives of America were arranged to take Chinese lessons while the executives of Lenovo were arranged to take English lessons. Besides, seminars of cultural-understanding of US and China were organized during lunchtime weekly. The company also started ‘knowledge exchange’ program by sending the employee to a short-term international trip and let them learn and have a greater insight of the local customers, cultures and skills. On the operation level, they changed the communication rules for removing barriers and enhancing mutual understanding. For example, meeting agenda must be released at least 24 hours before meeting so that everyone can well prepared for the meeting items. They also encouraged western colleagues to speak slowly and Chinese colleagues speak loudly and simply at meetings. Furthermore, they hired a black female executive as Chief Diversity Officer and focused on trust-building and cultural inclusion and the Chairman also played a part of it and served as diversity sponsor. It was very important that to get people out of the comfort zone and let them reach out to other people for embracing diversity. Although it was very tough and challenging works, the company showed their determination and willingness to do it and also delivered the message to all employees about the importance of building trust, respect and understanding of the company, and an open-minded communication environment was developed afterwards.
6. Build a winning culture – After starting to make a major structural change in M&A process. The top management of Lenovo developed a strong corporate culture of team spirit. Top management tried to share the leadership with the senior managers and get all employees involved in different decision making. Once the final decision has been reached, the entire team will go for the execution with no doubt. Employees had played a part of decision making. The company developed ‘Lenovo Way’ in which core values with 5 ‘P’s were established to all employees. They started to talk about commitment to all employees although there are different cultures in the company. They also developed a special cash-bonus scheme and award to who had outstanding performance. 
7. Compromise anything but strategy – The company knew there were many limitations and constraints to make compromises for developing a successful company. Merging two independent and unlikely to be identical organizations was not an easy work and both companies will insist on their fundamental thinking or principles. The strategy was to manage both companies for willing to make compromise and decide what to compromise and what to insist. As a result, the management of Lenovo made many compromise during the M&A process while they held the objective of ‘Compromise on anything, but hold firm on strategy’. For example, the company, compromised that not to change the CEO position of the acquired company for the first four years, even the perspectives and judgements were different from Chinese and Western CEOs. The company tried to make effort to support and communicate with the Western CEO. They persisted to take the step-by-step approach but never compromise their strategy of rolling out a ‘dual model’ to the global market since the fundamental goal of the long-term viability cannot be changed.
Conclusions and recommendation
Lenovo encountered a successful period of worldwide acquisition for the past two decades. It cannot be denied that their top management has put much effort on changing the company policy, culture and leadership strategy themselves and to open themselves for adapting different cultures and ethnicity to their corporate system. Due to the cultural differences and conflicts between nations and enterprises, during the M&A process begins, the top management of the acquiring company has to make much effort on studying the leadership strategy and cultural background of both companies before starting the integration process. Apparently, original corporate governance system would not be continuously applied and more different people management approaches and communication styles have to be implemented from time to time. Employees have different attitudes and behaviours especially after an integrated process, effectively communication to motivate and develop them is an essential factor in getting them through the transition period. The top management needs to value and treat employee as one of their assets. Open-mind and active listening are also important during communication. For encouraging two different companies work together especially after integrated, more works from the acquiring company has to do such as seminar, workshops, team building events are suggested to arrange. Cross-cultural management is a systematical method for the cultural integration of M&A. Innovative and creative thinking are the way for the leader to deal with cultural diversity. If the management could choose a correct approach for the multinational and multicultural management, the negative effect arising from confrontation and conflict between management and employee in the company would be reduced. Not only would enhance the competitiveness of the company, but also will increase the morale of employees, customer satisfaction, quality of product and reputation of the enterprise. Furthermore, human resource department also play an important role in the Merger & Acquisition process, they are the key department for the staff retention and assist the transition of M&A process to be moved forward smoothly and help to achieve the goals and purpose after the acquisition. 
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