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Abstract: With the rapid development of economic globalization, transnational mergers and
acquisitions (m&a) have become one of the main ways for enterprises to reach the international
market, expand the scale of enterprises and seek competitive advantages. But whether cross-border
m&a can achieve the desired effect is the key to the management integration after the merger, and
the integration of human resources is crucial. This paper combed the development course of
Chinese enterprises transnational mé&a, analyses the risks existing in Chinese enterprises
transnational mergers and acquisitions, as well as the status quo of human resources integration, to
study the Chinese enterprises transnational mergers and acquisitions in the problems faced by the
human resources integration, puts forward the corresponding countermeasures.

1. Introduction

Since the 1990s, the international business environment has undergone major changes, and the
trend of economic globalization and integration has been developing rapidly. In order to adapt to
changes in the environment, maintain international competitive advantages, and strengthen its
strategic position in the international market, companies across the world have launched a huge
wave of fifth mergers and acquisitions around the world.[1] After China's entry into WTO, the
domestic market will be opened step by step according to the relevant agreements and commitments,
and multinational companies will enter the Chinese market more vigorously in the form of cross-
border mergers and acquisitions.[2] At the same time, Chinese companies’ cross-border mergers
and acquisitions also show a momentum of growth and become a new way for overseas
development. In 2004, Lenovo completed the feat of annexation of the IBM personal computer
business, which pushed the frenzy to the top. Compared with the newly established investment,
mergers and acquisitions can enable companies to enter the international market faster and easier,
and quickly use the original advantages of the enterprise, can save construction time, directly use
existing equipment, production management personnel and sales network, and be more adaptable to
changes in economic globalization, integration, and international business environment.[3]

However, the completion of transactions of mergers and acquisitions does not represent the
success of mergers and acquisitions. According to the CFO magazine's survey of 45 merger and
acquisition enterprises in the top 500 companies of the world, 75% of mergers and acquisitions are
disappointing or completely fail, and the main reason is the failure of integration of "Human". The
relevant data shows that the success rate of overseas mergers and acquisitions by Chinese
companies is less than 30%. Human resources as the core competitiveness of enterprises, the
effectiveness of its integration is directly related to the success or failure of mergers and
acquisitions. Therefore, research on the integration of human resources in cross-border mergers and
acquisitions of enterprises is of great significance to the operation and development of Chinese
companies' cross-border mergers and acquisitions.
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2. Analysis of the Problem Existing in the Integration of Human Resources in Chinese
Enterprises’ Transnational Mergers and Acquisitions

2.1. Destruction of the stability of the organization

Mergers and acquisitions inevitably destroy the stability of the organization and cause some
confusion in the organization.[4] In order to fully exploit the value of mergers and acquisitions and
bring into full play the integration effect, the organizational structure and human resources of
enterprises will undergo large-scale adjustment and reorganization for many industrial mergers and
acquisition. In most mergers and acquisitions, the operating performance of target enterprise will
continue to decline in the first few months after the merger, and usually takes 6-12 months to
gradually get out of the trough. The organizational disruption caused by the M&A process itself is
not necessarily a bad thing.

2.2. Cultural Conflicts in Transnational Mergers and Acquisitions

The challenges faced by Chinese enterprises in transnational mergers and acquisitions from the
cultural differences between the East and the west can be analyzed from the following two
aspects.[5]

1) National cultural differences between the two sides of the M&A. The cultural differences
between M&A parties are enormous, because they face not only organizational culture differences
and conflicts from the corporate level, but also national cultural differences and conflicts, which are
mainly reflected in the degree of power, individualism and collectivism, Masculism and feminism,
long-term orientation and short-term orientation.

2) The differences in the degree of cultural identity between the two sides of the M&A. Facing
the double differences between national culture and corporate culture in transnational mergers and
acquisitions, the recognition and acceptance of each other's culture by both sides of the merger and
acquisition become the key factor of cultural integration. In the process of overseas expansion of
Chinese companies, the employees, media, investors, and even labor unions of the countries in
which the merged companies are located still have a skeptical attitude toward Chinese companies.

2.3. The loss of core human resources

The core human resources refer to the employees who master the company's core technology,
marketing, management and other knowledge and skills, and create the most performance of
companies on which the company's development depends. The core competitiveness of a company
is highlighted by its core human resources.

After mergers and acquisitions, there is often a higher turnover rate. Because mergers and
acquisitions bring great impact and uncertainty to companies and employees, if they do not take
active measures to retain the employees of the merged company, they will leave the company
several years before the merger, especially senior management and technical personnel.[6] Since the
core human resources hold many important information and technologies such as the production,
operation, and manufacturing of enterprises, once they are lost to the company, not only the loss of
talent, but also the threat to the company’s trade secrets.

2.4. Incentive of the retained staff and Redundant placement

In the integration of human resources, leaving the core staff is only the first step in integration. In
the actual process of merger and acquisition, the psychological impact of M & A on employees is
lagging. Even if employees do not leave the business because of this impact, the influence of this
impact on their psychology cannot be ignored. It will inhibit the exertion of the working motivation
of the remaining staff and thus affect the performance of the whole organization. Therefore, how to
give full play to the enthusiasm of the retained staff and how to motivate them effectively is another
big problem facing the integration. In mergers and acquisitions, enterprises need to lay off some
staff due to the adjustment of new company's business strategy or the need to merge business,
streamline institutions and improve management efficiency. If the resettlement problem is not
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properly addressed, it will have a negative effect on the incentives of the remaining personnel, and
even result in the large-scale loss of people who should not occur.[7]

2.5. Psychological impact and negative impact of employees

M & A is the break and reorganization of various resources such as existing management system,
enterprise culture and organizational structure, which will undoubtedly make employees feel
uncertain about the future.[8] When they learned of the news that the company was merged, their
emotional attitudes would be significantly affected, causing them to feel insecure and their
employees' sense of responsibility and loyalty to be diluted.

2.6. Impact on employee behaviour

When employees feel insecure, they will take self-protection actions. Many employees' behavior
that is not conducive to merger integration and business operation will appear in the enterprise, such
as the obstruction of communication and the decline of efficiency. So the cohesive force of the
company is destroyed. The work that needs cooperation and team work is in a predicament, which
will cause double losses to human capital and business performance.

3. Countermeasures for the Integration of Human Resources in Transnational Mergers and
Acquisitions of Chinese Enterprises

3.1. The adjustment and reengineering of the organization structure

Whether or not the organizational structure is reasonable and clear determines the operational
efficiency of the organization. Therefore, the restructuring and reconstruction of organizational
structure is an important task for human resources management after M&A. In accordance with the
strategic requirements of mergers and acquisitions, combined with the actual situation of the
original organizational structure, enterprises should adjust or reconstruct an institutional framework
and institutional norms that can effectively organize and coordinate the company's human, financial,
material, supply, production, and sales.[9] In the process of implementing the reengineering of the
organization structure, we can start from the following aspects:

According to the company's development strategy, management level and the characteristics of
mergers and acquisitions, design appropriate levels of management, and effectively divide
departments at all levels to decompose and determine work tasks. There are mainly two modes of
management level selection: one is a flat organizational structure and the other is a hierarchical
organizational structure. If the company’s products are relatively monotonous and the market is
relatively stable, the goal of M&A is to reduce production costs and increase labor productivity and
price competitiveness by achieving economies of scale, the enterprises are more suitable for the
hierarchical organizational structure which makes the division of labor of the organization more
detailed and specialized, and the management personnel can easily implement effective control over
the organization after the M&A.

3.2. Effective cross cultural integration

Transnational mergers and acquisitions not only involve different corporate cultures, but also
involve different ethnic cultures. This has virtually increased the complexity of cultural integration
in transnational M&A. Therefore, effective cultural integration is not simply to use one culture to
transform another culture or impose it on the other, but to find a compatible entry point between the
two cultures.[11] Through the point of entry, the integration of the two cultures are constantly
strengthened in integration between the core values and target vision level and compatibility on the
non-core level. Through the following steps, intercultural integration can be better carried out.

3.2.1.Understand potential cultural differences and conflicts before M&A

Transnational cultural integration should begin before M&A. Before the M&A, it is necessary to
collect selected target corporate culture information.[10] Not only to collect tangible "objects" and
behavioral information that the enterprises of various signs, working environment, regulations and
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formal terms used in documents, planning procedures, conference papers and etiquette that people
meet, daily behaviors of employees, but also to explore hidden cultures which hidden behind such
as organizational philosophy, values, organizational ethos, unwritten rules of behavior on this basis.
For transnational mergers and acquisitions, the collection of cultural information must pay attention
to collecting the dominant culture of the country where the target company is located.

3.2.2.Develop an effective cultural integration plan

After a detailed analysis of the culture of the target company and the host country, we should
start to study how to combine two different corporate cultures so as to successfully overcome the
cultural and non-cultural conflicts between the two parties. It is necessary to formulate an effective
cultural integration plan, establish a team responsible for integration, introduce the company's
culture and rules to new managers, and involve top management personnel. The company's senior
management team and the integration team should work together with the new manager to develop
an integration plan and communication plan, including a timetable and specific operation plans, and
establish a work project so that the employees of the two companies can work together and achieve
new goals together.

3.2.3. Treat each other's managers carefully

Since mergers and acquisitions are a major change for the acquiree, most people will have a
sense of crisis and anxiety. Before and after mergers and acquisitions, companies will have greater
shocks and turmoil. In order to achieve cultural unification, the support of senior managers,
especially the original companies, is indispensable.

3.2.4. Actively absorb the advanced culture of foreign companies

At present, most of the Chinese companies’ multinational mergers and acquisitions are mature
enterprises in the West. From the above analysis of cultural conflicts, we can see that they currently
have low recognition of Chinese corporate culture, and that they have a high degree of recognition
of their corporate culture and want to maintain their own culture. Therefore, when Chinese
companies engage in transnational mergers and acquisitions, they must pay attention to absorbing
advanced factors in foreign corporate culture.

3.3. Retention of core human resources

In the integration process, we must first determine the core talents that the company will depend
on in the future. Then appoint a high-level person responsible for stabilizing these key talents,
determine the suitable position of these personnel, the means to retain them, their personal
development needs and the satisfaction level of incentive requirements, and timely feedback this
information to senior management. To ensure that most of the core employees can remain in the
new business, it is important to have substantial incentives.

3.4. Establish an effective incentive mechanism

Employees with different cultural backgrounds have different needs. When undertaking cross-
border mergers and acquisitions, companies must fully understand the real needs of M&A
employees and discover their value, and reconstruct the incentive mechanism to meet the needs of
M&A employees in different cultures. In the design of incentive mechanisms after mergers and
acquisitions, the appropriate combination of material incentives and spiritual incentives should be
adopted. On the one hand, in corporate mergers and acquisitions, the first consideration of
employees is whether they can guarantee and enhance their own economic benefits after mergers
and acquisitions. Therefore, certain material incentives are indispensable. In general, we must
ensure that employees have vested interests and use more favorable material interests to attract and
stabilize core talents.

3.5. Strengthen effective communication
After the completion of the M&A transaction, human resource integration should quickly
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address the psychological impact of M&A on employees, communicate with employees in a timely
manner, and relieve staff pressure. In the effective communication process, the following methods
can be adopted: The first is to clarify the corporate goals after the merger and acquisition. A truly
integrated, widely influential vision can revive people's energy and rejuvenate their vitality; The
second is to introduce personnel relocation plans as soon as possible during the merger and
acquisition process, clarify the division of posts, and reduce employees’ suspicions about the job
prospects; The third is to understand the needs of employees, clearly communicate goals, formulate
communication plans, accurately transmit information, and eliminate the prejudice of foreign
enterprise employees against Chinese companies.

4. Conclusions

As a flow mode of capital internationalization, transnational mergers and acquisitions (M & A)
promote the rapid development of China's economy as well as new impetus to the world economy.
After China's entry into the WTO, the integration of the domestic market with the international
market has prompted Chinese entrepreneurs to think more deeply about the future direction of
development. Therefore, the study of transnational mergers and acquisitions has an important role
in the survival and development of Chinese enterprises. However, mergers and acquisitions are not
the aim, and how to achieve the expected synergy of mergers and acquisitions is a common problem
facing Chinese and foreign enterprises. All of the spearheads point to merger integration, especially
the integration of human resources. The transnational merger and acquisition in China started
relatively late, and it is not mature in theory and practice. There are many problems in the
integration of human resources, such as the stability of the organization, cultural conflicts, the loss
of core human resources, the incentives of retained personnel and the placement of redundant
personnel, the psychological impact on employees, and the impact of behavior.
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