Lesson Plan: Week 6 - Merger and Acquisition Strategies
Target Duration: 3-4 Hours

Session Overview
This session examines merger and acquisition (M&A) strategies, their popularity, reasons for use, challenges, attributes of success, and restructuring outcomes. It covers definitions, strategic motivations (e.g., market power, diversification), problems (e.g., integration difficulties), and restructuring forms (downsizing, downscoping, leveraged buyouts). Real-world examples (e.g., Cisco, Lafarge-Holcim) and interactive activities reinforce key concepts.

Learning Objectives
1. Explain why merger and acquisition strategies are popular in global firms. 
2. Identify reasons firms use acquisitions for strategic competitiveness. 
3. Describe seven problems hindering acquisition success. 
4. List attributes of effective acquisitions. 
5. Define restructuring and distinguish its common forms. 
6. Analyze short- and long-term outcomes of restructuring strategies.

Lesson Plan Outline
Previous Week Recap: Group discussion
· Who are competitors? How are competitive rivalry, competitive behavior, and competitive dynamics defined in the lecture?
· What is market commonality? What is resource similarity? In what way are these concepts the building blocks for a competitor analysis?
· How do awareness, motivation, and ability affect the firm’s competitive behavior?
· What factors affect the likelihood a firm will take a competitive action?
· What factors affect the likelihood a firm will initiate a competitive response to a competitor’s action(s)?
· What competitive dynamics can firms expect to experience when competing in slow-cycle markets? In fast-cycle markets? In standard-cycle markets?
1. Introduction to Mergers and Acquisitions (10-15 minutes)
· Objective: Define M&A strategies and their global popularity. 
· Content: 
· Merger: Two firms integrate on equal terms (e.g., Lafarge-Holcim). 
· Acquisition: One firm buys controlling interest in another (e.g., Cisco’s acquisitions). 
· Takeover: Unfriendly acquisition (e.g., Broadcom’s failed Qualcomm bid). 
· M&As surged in the 1980s-1990s, with cross-border deals now ~40% of total. 
· Only ~20% succeed due to integration and valuation challenges (Figure 7.1). 
· Example: Cisco’s shift to cloud computing via acquisitions (Opening Case).
· Activity: 
· M&A Terminology Quiz (5 min): Students match terms (merger, acquisition, takeover) to examples. Discuss differences.
2. Reasons for Acquisitions (25-30 minutes)
· Objective: Understand strategic motivations for acquisitions. 
· Content: 
· Increased Market Power: Horizontal (competitor), vertical (supplier), or related acquisitions (e.g., Broadcom-Qualcomm attempt). 
· Overcoming Entry Barriers: Especially in international markets via cross-border acquisitions. 
· Cost/Speed to Market: Acquisitions bypass costly R&D (e.g., pharmaceutical firms). 
· Lower Risk: More predictable returns than internal development. 
· Diversification: Quick portfolio expansion (e.g., Goodrich’s aerospace shift). 
· Reshaping Competitive Scope: Reduce reliance on single markets (e.g., GM’s diversification). 
· Learning New Capabilities: Gain new skills (e.g., Cisco’s tech acquisitions).
· Activity: 
· Case Analysis (10 min): Groups analyze a mini-case (e.g., ChemChina-Syngenta). Identify two reasons for the acquisition and present. Reference Figure 7.1.
3. Problems in Achieving Acquisition Success (25-30 minutes)
· Objective: Explore barriers to successful acquisitions. 
· Content: 
· Integration Difficulties: Melding cultures, systems (e.g., LafargeHolcim’s struggles). 
· Inadequate Target Evaluation: Overpaying due to poor due diligence (e.g., Sony’s Columbia Pictures). 
· Large Debt: High financing costs, junk bonds (e.g., 1980s deals). 
· Inability to Achieve Synergy: Overestimated benefits (e.g., LafargeHolcim’s $1.5B savings goal). 
· Too Much Diversification: Strains management (e.g., 1960s conglomerates). 
· Managers Overfocused on Acquisitions: Neglect core business. 
· Too Large: Bureaucratic controls reduce flexibility.
· Activity: 
· Problem Identification (10 min): Provide a failed acquisition (e.g., Comcast-Time Warner). Pairs identify one problem and propose a solution. Share with class.
4. Attributes of Effective Acquisitions (20-25 minutes)
· Objective: Identify characteristics of successful acquisitions. 
· Content: 
· Complementary resources create synergy (e.g., Cisco’s small-firm acquisitions). 
· Friendly acquisitions ease integration. 
· Thorough due diligence prevents overpayment. 
· Financial slack and low debt reduce risk. 
· Flexibility and innovation focus maintain competitiveness (Table 7.1).
· Activity: 
· Success Checklist (10 min): Groups create a 5-point checklist for a successful acquisition based on Table 7.1. Apply to a hypothetical merger (e.g., tech firms). Discuss.
5. Restructuring Strategies (20-25 minutes)
· Objective: Define restructuring and compare its forms. 
· Content: 
· Restructuring: Changing business portfolio or financial structure. 
· Downsizing: Reducing employees/units; short-term cost cuts, long-term human capital loss. 
· Downscoping: Divesting unrelated businesses; refocuses on core (e.g., PepsiCo’s fast-food spin-off). 
· Leveraged Buyouts (LBOs): Taking firm private with debt; high risk but potential efficiency gains. 
· Outcomes (Figure 7.2): Downscoping yields best long-term results; downsizing often harms performance.
· Activity: 
· Restructuring Match (10 min): Provide examples (e.g., GM’s EDS spin-off). Pairs classify as downsizing, downscoping, or LBO and predict outcomes. Discuss using Figure 7.2.
6. Wrap-Up and Review (10-15 minutes)
· Summary: Recap M&A definitions, reasons, problems, success attributes, and restructuring forms/outcomes. 
· Q&A: Clarify concepts. 
· Homework: 
· Answer Review Quiz 6: Available on Moodle

Case study

1. Cisco’s Acquisitions
   - Description: This HBR case study by Chuck Holloway, Steven C. Wheelwright, and Nicole Tempest describes Cisco’s acquisition processes, focusing on retaining key talent and integrating high-tech firms like Summa Four. It aligns with the lesson plan’s emphasis on Cisco’s effective acquisition strategies, integration practices, and learning new capabilities. Note: This case requires purchase or institutional access.

2. Lafarge-Holcim Merger
   - Description: This case study examines the 2014 Lafarge-Holcim merger, focusing on the strategic motivations, integration challenges, and antitrust issues. It directly addresses the lesson plan’s points on merger definitions, integration difficulties (e.g., cultural and operational clashes), and synergy overestimation. Note: This case requires purchase or institutional access.

3. AOL and Time Warner Merger
   - Description: This HBR article by Bain & Company consultants reflects on the AOL-Time Warner merger as a high-profile failure due to integration challenges and overestimation of synergies. It discusses why 70% of M&As historically failed and outlines modern strategies for success, such as thorough due diligence and cultural integration. The article complements the lesson plan’s focus on reasons for acquisitions (diversification), problems (integration, overpayment), and attributes of effective acquisitions (synergy, flexibility). It also touches on restructuring by discussing post-merger divestitures to refocus portfolios, relevant to downscoping. 
