
 
  

  

Mergers and Acquisitions 
 

Course Module in Corporate Financial Management 
 
Course Modules help instructors select and sequence material for use as part of a course. Each module 
represents the thinking of subject matter experts about the best materials to assign and how to organize 
them to facilitate learning. 
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
 
1. Overview of suggested content (HBS case unless otherwise noted) 
 

Title Author Product 
Number 

Publication 
Year Pages Teaching Note 

1. Introduction 
Company Sale Process 
(HBS background note) 

Fruhan 206108 2006 33p -- 

Note: Valuing a Business 
Acquisition Opportunity  
(HBS background note) 

Fruhan 289039 1989 8p -- 

2. Growth and Value Creation 

Stanley Black & Decker, Inc. Fruhan 211067 2011 4p 211068 

Alternative: Mellon Financial 
and the Bank of New York 

Baldwin & 
Taliaferro 

208129 2008 31p 211054 

Supplement 1: Evaluating 
M&A Deals—Equity 
Consideration  
(HBS background note) 

Baldwin 208077 2007 17p -- 

Supplement 2: Evaluating 
M&A Deals: Introduction to 
the Deal NPV  
(HBS background note) 

Baldwin 208060 2007 8p -- 

Supplement 3: Evaluating 
M&A Deals: Accretion vs. 
Dilution of Earnings-per-
share  
(HBS background note) 

Baldwin 208059 2007 4p -- 

https://hbsp.harvard.edu/product/206108-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/289039-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/289039-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/211067-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208129-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208129-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208077-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208077-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208077-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208060-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208060-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208060-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208059-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208059-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208059-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208059-PDF-ENG?itemFindingMethod=Search


 
  

  

3. Hostile Takeovers and Defensive Tactics 
Roche’s Acquisition of 
Genentech 

Baldwin, 
Becker, & 
Dessain 

210040 2010 31p 211039 

Alternative: Circon (A) 
(Abridged) 

Hall, 
Subramanian, 
& Rose 

801403 2001 36p 307031 

Supplement 1: M&A Legal 
Context: Basic Framework 
for Corporate Governance 
(HBS background note) 

Baldwin, 
Bagley, & 
Quinn 

803200 2003 10p -- 

Supplement 2: M&A Legal 
Context: Hostile Takeovers 
(HBS background note) 

Baldwin, 
Bagley, & 
Quinn 

904005 2003 6p -- 

4. Bidding Strategies 
MCI Takeover Battle: Verizon 
Versus Qwest 

Baker & 
Quinn 

206045 2005 18p 207031 

Alternative 1: Auction for 
Burger King (A) 

Baldwin & 
Quinn 

906012 2005 20p -- 

Alternative 2: Finance: M&A 
in Wine Country 
(HBP simulation) 

Luehrman & 
Kester 

3289 2009 1 ½ hrs 3290 

5. Leveraged Buyouts 
Kinder Morgan, Inc.—
Management Buyout 

El-Hage et al.  207123 2007 24p 209075 

Alternative 1: Hertz 
Corporation (A) 

Luehrman & 
Scott 

208030 2007 18p 209068 

Alternative 2: Finance: 
Blackstone/Celanese 
(HBP simulation) 

El-Hage & 
Luehrman 

3712 2009 2 hrs 3713 

 
 
II. Rationale for selection and sequencing the items in this module 
 
Section 1 comprises two notes by William Fruhan, which together cover the institutional and purely 
financial side of the typical M&A transaction. Company Sale Process takes students through the process 
of selling a company through a private auction. It covers issues such as identifying and attracting bidders, 
dealing with the concerns of the managers of the company for sale, negotiating issues in a merger 
agreement, and post-sale issues. Note: Valuing a Business Acquisition Opportunity describes how to 
value an acquisition opportunity as a capital budgeting problem.  
 

https://hbsp.harvard.edu/product/210040-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210040-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/801403-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/803200-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/803200-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/803200-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/904005-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/904005-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/206045-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/206045-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/906012-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/906012-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4805-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4805-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/207123-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/207123-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208030-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208030-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/3712-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/3712-HTM-ENG?itemFindingMethod=Search


 
  

  

In Section 2, Stanley Black& Decker, Inc. is a short case that asks students to calculate the value of cost 
synergies in a merger transaction and explore how this value is allocated among the shareholders and 
management in both companies. Mellon Financial and the Bank of New York covers all of these issues in 
more detail, in addition to accretion and dilution in earnings per share. Given the briefness of the first 
case, and the fundamental character of the issues, instructors may want to teach both cases. The 
supplements provide a more technical discussion of equity consideration, deal NPV, and accretion and 
dilution of EPS. 
 
In Section 3, Roche’s Acquisition of Genentech looks at the motivations and tactics of a hostile tender 
offer. The case requires students to both make financial calculations and discuss the fiduciary duties of 
the target’s board of directors. The alternative, Circon (A), focuses more tightly on fiduciary duties of the 
corporate officers and directors, and discusses defensive measures such as the poison pill and staggered 
board. The two supplements again provide a more technical and comprehensive discussion of corporate 
governance and the hostile takeover tactics. 
 
Section 4 looks at bidding strategies. In the one-session MCI Takeover Battle: Verizon Versus Qwest, 
MCI’s board of directors has to evaluate competing bids from Verizon and Qwest. Qwest is making a 
richer offer but it has a weaker balance sheet, and Verizon has a long record of successful mergers and 
acquisitions. Is the board obliged to accept the higher market value of the two offers, or does it have the 
discretion to take its own view of fundamental value? In the alternative, Auction for Burger King (A), the 
CEO of Diageo, the owner of Burger King, must evaluate and rank four complicated bids, with different 
proportions of cash, equity, and debt, and in the case of debt, different classes of debt. In the second 
alternative, Finance Simulation: M&A in Wine Country, students play the role of the CEO of one of three 
publicly-traded wine producers. Each player evaluates merger and/or acquisition opportunities among the 
three companies and then determines reservation prices, values targets, and negotiates over deal terms 
before deciding whether to accept or reject final offers.  
 
Section 5 ends the module with the leveraged buyout (LBO). In Kinder Morgan, Inc.—Management 
Buyout, the founder and current CEO wishes to take the company private in an LBO along with a 
consortium of buyers. This introduces all sorts of conflicts of interest for the board and CEO for students 
to discuss. They are also required to value the company, including its share in a subsidiary. The first 
alternative, Hertz Corporation (A), examines the LBO of Hertz in 2005. Students are asked to locate the 
sources of value in the deal, in operations, and in the financing and deal structures. While the case itself 
lacks detailed financial projections, both the teaching note and an electronic spreadsheet include sample 
projections. In the second alternative, Finance Simulation: Blackstone/Celanese, students play the role of 
either Blackstone (the buyer) or Celanese (the target) and conduct due diligence, practice various DCF 
valuation methods, establish deal terms, respond to bids and counter-bidders, and consider the interests 
of other stakeholders. It would also make an excellent capstone to the whole module. 


