Lessons in MA

M

SOME 1,500 TO 2,000 mergers and acquisitions are
completed per year worldwide, of which around half are
in the US. With deals worth astronomical sums, ($25bn
for HP® Compaq, $35bn for Daimler-Chrysler, and $77bn
s for Exxon-Mobil,) it comes as no surprise that American
executives are queuing up to go back to school for M&A
classes. And although it's true that improving earnings
and asset growth are not the only goals in takeovers,
the fact that many mergers result in a net loss of value
o suggests that schooling is sorely needed!

Every year hundreds of executives attend M&A courses
at prestigious institutions from New York to L.A. In these
‘open enrolment’ classes, the only condition of attendance
is your, or rather your company’s, ability to pay the

s fees: as much as $1,000 per day. At least that seems to
demonstrate that the B-schools know something about
improving earnings!

So what do you learn in a week with America’s top
finance professors? ‘We aim to equip participants with

20 techniques based on best practice in the key areas of
merger activity performance, says Ted Austin from the
Delaney School of Business. ‘We cover all aspects of the
conception, planning, due diligence, negotiation and
integration stages. Austin also draws on case studies and
25 guest speakers to illustrate some of the most common
acquirer errors: over-valuation, over-confidence, ‘under-
communicating’, and underestimating the vatue of your
newest assets — the people in the company you've just

bought. In the turmoil of integration, your best engineers

s and managers may be more susceptible to attractive offers

from the competition.

There is no doubt that M&A is a risky business. With
a 70% plus failure-rate, you might think that B-school
professors would do well to discourage their students

== from launching takeover bids. But you'd be wrong.

Austin describes some of the other (good) reasons for
mergers and acquisitions: ‘I suppose the most popular
reasons mentioned in CEQs" messages to shareholders are
developing synergies and making economies of scale -

. these are sometimes conveniently long-term goals! Other

objectives may be increasing market share; cross-selling,
when for example a bank can sell insurance to its existing
clients; diversification, if a company is perceived to be
too dependent on a niche market; or quite simply taking

s on debt, the so-called poison pill, in order to make itself

a less attractive target for would-be buyers!

The bankers, brokers and lawyers will be pleased to
know there are still many good reasons to merge. But
what about the wrong reasons? ‘They mainly involve

s0 excessive pride or arrogance on the part of management,

says Austin. ‘Wanting to build too big an empire, too
quickly, and overextending the financial, commercial and
human capacity of the organization. These courses aim
to help executives bring their CEOs back down to earth:

s= learning to follow your head rather than your heart is the

key lesson in avoiding very expensive mistakes.
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