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Abstract: As the pace of globalization of the world economy accelerates, enterprises are
facing more and more intense external market competition. In order to stabilize the domestic
market, to explore the international market, and to occupy a place in the future global
competition, all enterprises are looking for the measures of rapid expansion. Mergers and
acquisitions (M&A\) is an important strategic means for modern enterprises to rapidly realize
resource integration, market expansion and competitiveness enhancement, but the cultural
differences between different enterprises in this process often lead to cultural conflicts,
which is one of the main reasons for the failure of M&A. Starting from the importance of
effective cultural integration, this paper systematically analyzes the main factors affecting
cultural integration, including organizational cultural differences, management decision-
making, employee recognition and the influence of the external environment, the various
strategies and modes of cultural integration, and summarizes the successful experiences and
lessons of failure through typical cases. This paper constructs an evaluation system of
cultural integration and proposes a dynamic adjustment method to optimize the integration
effect, which provides theoretical support and practical guidance for cultural integration in
merger and acquisition expansion.

1. Introduction

In the context of globalization and increasingly fierce market competition, mergers and
acquisitions (M&A) have become one of the core strategies for enterprises to rapidly achieve resource
integration, market expansion and technological upgrading[1]. Integration problems in the process of
mergers and acquisitions, especially cultural integration problems, often determine the ultimate
success of mergers and acquisitions, and more than 50% of mergers and acquisitions fail to achieve
the expected goals, one of the major reasons is that the merging parties face serious challenges in
cultural integration[2].

Cultural integration refers to the process of achieving the optimal allocation of resources and
organizational synergy through certain management and adjustment of the differences between
different corporate cultures in a merger and acquisition[3]. Cultural integration in mergers and
acquisitions involves not only the adjustment of management concepts and organizational structure,
but also the deep-seated integration of values, behaviors and employees' psychological identity[4].
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The purpose is to create conditions for enterprises to win competitive advantages in the market,
surpass and lead competitors. Successful cultural integration can significantly enhance the cohesion,
innovation and market competitiveness of the enterprise; while failure of integration may lead to
employee turnover, waste of resources and decline in organizational efficiency.

Corporate culture integration has attracted extensive attention in theory and practice, but existing
research focuses on macro-level model analysis or single-case summarization, while research on the
dynamic influencing factors and targeted strategies of culture integration is still insufficient[5]. This
paper focuses on the cultural integration in the expansion of corporate mergers and acquisitions,
systematically analyzes the key factors affecting the integration, and explores the cultural integration
modes and strategies adapted to different situations, with the aim of providing theoretical support and
practical guidance for the management of culture in corporate mergers and acquisitions[6].

2. Overview of Cultural Integration in Corporate Acquisition and Expansion

Cultural integration is the core link in the expansion of corporate mergers and acquisitions, and
the essence is to coordinate and integrate the cultural differences between the two parties in the merger
and acquisition through a series of management tools, and ultimately form a unified or compatible
cultural system to support the realization of organizational goals[7]. The overall strategy of mergers
and acquisitions based on core competencies proposes a model for mergers and acquisitions centered
around these core competencies. It emphasizes that the strategic premise of such mergers and
acquisitions is the identification of the enterprise’s core competencies. Based on this process, the
selection of the overall merger and acquisition strategy involves not only the integration of explicit
cultural elements, the unification of management systems, and the standardization of behavioral
norms, but also the fusion of implicit culture. This includes the deep-level adaptation of values, beliefs,
and the psychological identity of employees[8]. Cultural integration resolves possible cultural
conflicts and lays a common cultural foundation for the long-term development of the organization.
Calculating the overall synergy in a merger or acquisition:

Synergy=RevenueA+RevenueB-CostA+CostBRevenueA+RevenueB 1)

Cultural integration faces multiple challenges in the process of corporate mergers and
acquisitions[9]. Differences in the cultural backgrounds of the acquiring parties may lead to
conflicting values and incompatible behavioral patterns, further affecting teamwork and
communication efficiency. Organizational restructuring and changes in management styles may also
lead to employee discomfort and resistance, thus lowering overall morale and work efficiency[10].
Cultural integration is usually accompanied by high adaptation costs and long break-in periods, which
makes the post-merger integration process full of uncertainties. In the absence of effective cultural
integration, the objectives of the merger may not be realized and the merger may fail.

Mergers and acquisitions (M&A), as an effective way of rapid expansion for enterprises at a certain
stage of development, overcomes the limitations of gradual development through self-accumulation,
and provides the possibility for enterprises to realize leapfrog or even geometric development. It can
promote the sharing of resources and synergy between the two parties, and improve the efficiency of
cooperation and innovation within the organization; effective cultural integration can enhance the
sense of belonging of employees and their identification with the new enterprise, and reduce the
internal friction and friction brought about by cultural conflict. Failure of cultural integration may
lead to communication barriers, organizational fragmentation and waste of resources within the
enterprise, which will ultimately have a serious negative impact on the performance of the merger
and the competitiveness of the enterprise.

In view of the different cultural differences and integration objectives in the merger and acquisition
process, enterprises choose appropriate integration modes, such as cultural absorption, cultural
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integration, cultural compromise or cultural coexistence. Each of these modes has its own advantages
and disadvantages and is suitable for different merger and acquisition situations. Cultural absorption
is suitable for merger-led integration, while cultural integration emphasizes the interaction and
development of both parties on an equal footing. Enterprises need to choose the integration path
flexibly according to the specific situation, and maximize the long-term value of the merger and
acquisition through a scientific cultural integration strategy.

3. Cultural Integration Influences in Corporate Merger and Expansion

Cultural integration in M&A expansion is affected by multiple factors, which include the internal
organizational culture differences and psychological identity of the employees of both parties, the
role of the management in decision-making and the choice of integration strategy, as well as the
constraints of the industry background and the external environment. Only by comprehensively
identifying and scientifically analyzing these key influencing factors can companies formulate
targeted cultural integration strategies to enhance the integration efficiency and success rate of
mergers and acquisitions.

3.1. Organizational culture differences and conflicts

In the process of corporate merger and expansion, organizational cultural differences are the
primary factor leading to difficulties in cultural integration. Different enterprises have formed unique
values, behaviors and management habits due to industry characteristics, development history,
regional culture and other factors. After the acquisition, these differences are likely to become barriers
between departments and teams within the organization. One party focuses on rigorous process
management, while the other favors a flexible and innovative culture. Such differences create
conflicts in decision-making, communication styles and even performance evaluation, affecting the
efficiency of teamwork and the organization's overall execution. Assessing employee satisfaction
during cultural integration:

EmployeeSatisfaction=i=1nSatisfactioni>Weightii=1nWeighti (2

The accelerated pace of economic expansion and the emergence of a number of emerging markets
at the international level have provided firms in developed countries with renewed opportunities to
reap high profits. In order to further stabilize their domestic markets and gain market share in
emerging international markets, large firms have adopted a strategy of continuing to maintain high
profit margins on their capital, either through proactive alliances with past competitors or directly
through cross-border mergers and acquisitions. Cultural differences can easily turn into conflicts,
especially in areas involving core values. New organizations often need to align their management
systems, missions, and brand positioning, which can lead to strong resistance and resentment if they
conflict with employees' preexisting cultural perceptions. If the acquirer tries to force a change in the
acquiree's cultural system, it may lead to employee turnover or low morale, or even extreme situations
such as collective protests or passive labor. Such conflicts not only increase the difficulty of cultural
integration, but also may weaken the competitiveness of the company and the synergies of the
acquisition, showed in Figure 1:
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Correlation Heatmap: Satisfaction, Engagement, and Performance
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Figure 1: Correlation Heatmap: Satisfaction, Engagement, and Performance

One of the root causes of culture clashes lies in the lack of full understanding of and respect for
each other's cultures. At the initial stage of a merger or acquisition, due to a lack of cultural research
or integration planning, companies often fail to accurately identify and assess the similarities and
differences between their cultures, leading to unnecessary frictions and misunderstandings during the
integration process. If the acquirer overly relies on unilateral cultural dominance and ignores the
uniqueness and value of the acquiree's culture, it will further intensify the conflicts and make the
cultural integration even more complicated and time-consuming.

Organizational cultural differences can also be transformed into post-merger advantages. If
companies can look at cultural differences with an open and inclusive attitude, actively seek
complementarities between the two cultures, and integrate them through effective communication
and management mechanisms, these differences may become important resources for promoting
innovation and enhancing organizational adaptability. How to resolve cultural conflicts, balance
cultural differences and turn them into a driving force for organizational development will lead to the
real success of mergers and acquisitions.

3.2. Management Decision Making and Integration Strategies

Management plays a crucial role in the process of cultural integration in M&A expansion, and its
decision-making directly affects the direction and effect of integration. Management needs to have a
clear understanding of the company's strategic objectives and cultural vision, and provide clear
guidance for the integration of the two cultures by formulating a scientific and reasonable integration
strategy. This includes choosing the appropriate mode of cultural integration, rationally allocating
resources, and coordinating various issues that may arise during the integration process, thus laying
the foundation for the long-term development of the organization.

The leadership style and communication style of management are critical to the effectiveness of
cultural integration. Managers actually control the production and operation of the company and the
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use of its assets, and when they own a small amount of company stock or even none, they always
implement merger and acquisition strategies from the perspective of their personal utility one by one,
high compensation and subsidies, social status, self-fulfillment, and job security, and the employees
are often in a state of uncertainty, full of doubts about the future direction of the company and their
personal interests. If management communicates in a transparent and open manner, and conveys the
post-merger goals and integration plans in a timely manner, it can effectively alleviate employees'
anxiety and enhance their acceptance of the new culture. Lack of communication or coercive tactics
by management can lead to employee distrust of the new enterprise, which can exacerbate cultural
conflict and organizational fragmentation.

In terms of integration strategy, management needs to choose the most suitable integration path
based on the specific circumstances of the acquirer and the acquired parties. If the acquirer and the
acquired party have large cultural differences, the strategy of cultural coexistence or cultural
compromise should be adopted to reduce the friction and conflict in the early stage of integration; for
enterprises with high cultural similarity, cultural absorption or cultural fusion should be adopted to
realize synergies more quickly. The management needs to pay attention to the dynamic adjustments
in the integration process and adjust the strategy in time for the new problems arising in the integration
in order to ensure the continuous promotion of cultural integration.

Successful cultural integration cannot be achieved without management's decision-making support
and implementation. In the early stage of the merger, the management should accurately identify the
differences and commonalities between the two cultures through in-depth cultural research and
formulate a forward-looking integration plan. During the integration process, management should
mobilize employees' motivation through flexible decision-making and effective incentive
mechanisms to promote cultural integration and innovation. The scientific decision-making and
effective strategies of the management will guarantee the smooth implementation of the cultural
integration and help the company to realize the strategic objectives of the merger.

3.3. Employee Identification and Engagement

With the decline of traditional industries, many companies are operating below normal earnings,
but the existence of a large number of proprietary assets and the government's efforts to prevent the
increase of unemployed people have restricted the free exit of companies. Employee identification is
a crucial factor in the process of cultural integration, which directly affects the success of mergers
and acquisitions. A merged company needs to build employee trust and a sense of belonging to the
organization under the new cultural system. If employees are unable to identify with the new
corporate culture, they may display negative attitudes or resistant behaviors, which may weaken team
cohesion and work efficiency. Enhancing employees' sense of identity is not only the core objective
of cultural integration, but also an important guarantee for the smooth progress of mergers and
acquisitions, showed in Figure 2.

Information asymmetry and uncertainty in the merger and acquisition process often erode
employees' sense of identity. Employees may feel anxious and confused due to ambiguity about the
future direction of the company or concerns about their own career development prospects. In the
case of mergers and acquisitions that lead to job restructuring or changes in management styles,
employee anxiety may be further exacerbated, leading to rejection of the new culture. Enterprises
need to help employees understand the strategic significance of the merger and acquisition and the
goal of cultural integration through transparent information communication and clear cultural
propaganda, so as to gradually eliminate their psychological barriers.
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Employee Satisfaction Comparison Across Departments and Regions
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Figure 2: Employee Satisfaction Comparison across Departments and Regions

Enhancing employee participation is an effective way to strengthen the sense of identity. In the
process of cultural integration, if you can give employees certain participation rights, invite them to
participate in the development of cultural integration programs or organize cross-cultural team
activities, to enhance their awareness and acceptance of the new culture. By establishing a feedback
mechanism and listening to the opinions and suggestions of employees, it effectively enhances their
sense of ownership, so that they can feel the embodiment of their own value and participate more
actively in the practice of cultural integration.

The improvement of employee identification and participation requires enterprises to put in
sustained efforts and long-term investment. From the perspective of long-term economic returns and
sustainable development, the percentage of successful M&A by Chinese enterprises is quite low.
Some statistics show that the proportion of successful mergers and acquisitions is less than 20%, and
some statistics show that the proportion is around 50%. It is difficult to have accurate data because
some enterprises seem to be more successful in mergers and acquisitions on the surface, but from the
perspective of integration after mergers and acquisitions, the proportion of successful mergers and
acquisitions is quite low. In addition to formulating a reasonable cultural integration plan at the initial
stage of the merger, companies need to consolidate the results of the integration through regular
cultural training, employee care and incentives in the subsequent management. By building an open
and inclusive cultural environment, companies can create more growth opportunities for their
employees and stimulate their intrinsic motivation, so that they can become the core force driving the
implementation of the new culture and the development of the organization.

4. Strategies and Practices for Cultural Integration

In the process of merger and expansion, the formulation of a reasonable cultural integration
strategy is the key to ensuring the success of mergers and acquisitions. Effective cultural integration
requires companies to clearly define the objectives of the merger, comprehensively assess the
similarities and differences between the two cultures, and choose the appropriate integration mode
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according to the actual situation. Common cultural integration modes include cultural absorption,
cultural fusion, cultural compromise and cultural coexistence, etc., each of which has its own
characteristics in terms of integration depth and approach. Enterprises need to take into account the
industry backgrounds, cultural characteristics and integration difficulties of both parties to the merger
and acquisition, and flexibly adjust their strategies to maximize the effectiveness of cultural
integration.

Lack of strategic vision and imperfect evaluation system make mergers and acquisitions difficult
to integrate Lack of long-term strategic vision does not mean that the decision makers have not
considered strategic issues. Even for those enterprises that went bankrupt after merger and acquisition,
they also emphasize strategy, and cultural integration usually starts with in-depth cultural research.
Through systematic cultural diagnosis, companies can accurately understand the differences in values,
management styles and employee behaviors between the merging parties, and identify potential
conflicts and opportunities for integration. For example, by using interviews, questionnaires and
workshops, management can collect real feedback from employees at different levels, thus providing
a scientific basis for the development of the integration plan. At the same time, cultural research can
also help companies find common ground between the two cultures, providing support for building a
sense of identity and cohesion during the integration process.

During the implementation process, enterprises should focus on promoting cultural integration
through diversified means of communication and training. For example, cross-cultural exchange
activities, joint training and team building programs can be organized to promote mutual
understanding and collaboration between employees on both sides of the merger. In addition,
companies can also set up cultural benchmarks or models to demonstrate the core values of the new
culture, and strengthen employee recognition and support for the results of cultural integration with
the help of recognition and reward mechanisms. These practices can effectively reduce the risk of
cultural conflict and improve the efficiency of integration.

Cultural integration is a dynamic process of continuous advancement, and companies need to
constantly monitor and adjust their integration strategies in practice. By establishing a sound feedback
mechanism and regularly assessing the progress and effectiveness of cultural integration,
management can identify and solve potential problems in a timely manner. At the same time,
companies need to adopt flexible responses to the conflicts and challenges that arise during the
integration process to ensure that cultural integration develops in a positive direction. Successful
cultural integration will create a harmonious organizational atmosphere for the post-merger enterprise,
stimulate synergies, and provide strong support for the long-term competitiveness of the enterprise.

5. Conclusion

Cultural integration is one of the key factors affecting the success of mergers and acquisitions in
the process of corporate acquisition and expansion. With globalization and intensified market
competition, enterprises expand their business and market share through mergers and acquisitions,
and ignoring the complexity and importance of cultural integration can lead to integration failure and
even affect the long-term development of the enterprise. Developing a scientific and reasonable
cultural integration strategy and implementing effective cultural integration practices are necessary
to ensure the success of mergers and acquisitions.

From the identification of and response to cultural differences to the formulation of management
decisions to the enhancement of employee identification and participation, each step of the process
requires corporate managers to fully recognize the multidimensionality and complexity of cultural
integration. Management decisions should not only be based on a comprehensive assessment of the
cultures of both parties to the merger and acquisition, but also on enhancing employees' sense of
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identity and belonging to the new culture through effective communication and participation
mechanisms. Companies should adopt a flexible and sustainable integration strategy to gradually
realize cultural integration and synergy effects through cultural training and team building. Successful
cultural integration helps to enhance the internal cohesion and execution of the enterprise and creates
a competitive advantage for the post-acquisition enterprise. Enterprises must pay attention to cultural
integration and avoid simply pursuing short-term benefits while neglecting long-term cultural
integration work. Only in a continuous process of cultural integration can enterprises truly realize the
strategic objectives of the merger and acquisition, promote business development, and ultimately
achieve sustainable growth.
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