
This  document  is  proprietary  and  confidential.  
No  part  of  this  material  may  be  used  without  specific  permission  of  Harcourt  IGN.  

Case  Study:  
The  Merger  of  Alcatel  and  Lucent,  

2006-­2016

Strategy,  Risk  Oversight,  Board  Dynamics,  
Board/CEO,  Crisis  Management



The  Case  in  Summary
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The merger of Alcatel and Lucent is one of the worst deals of the last
20 years. At the time it was approved by the Alcatel board, in early
2006, it received unanimous support from the markets, and was
dubbed the "deal of the century" by the French press.

The deal was concluded in record time (6 weeks), with limited due
diligence, and questionable reassessment of the technology and
competitive landscape since a failed deal with three year before.

Despite a sharp divergence of share prices between agreement and
closing, the "merger of equals" was never renegotiated before
closing. The unraveling came quickly thereafter.

Despite attempts to salvage the merger in the following 10 years,
Alcatel-­Lucent continued spiraling down, and ended-­up being
bought by its rival Nokia in a € 15 bn acquisition in January 2016.



Governance  Significance  
of  the  Case
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This case raises interesting questions of:

-­ Strategy and the strategy process
-­ Risk oversight (or lack thereof) by a board
-­ Composition of a board
-­ Relationship with a dominant CEO
-­ Biases in decision-­making due to past history
-­ Role of the markets and shareholders for listed companies
-­ "Hurbis" and courage (or lack thereof)
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One  of  the  Worst  Mergers  of  all  Times
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The  Alcatel  Board



The  February  15,  2006  Board:
Background
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The  February  15,  2006  Board:
The  Strategy  Questions
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The  February  15,  2006  Board:  
The  Risk  Assessment  (or  lack  thereof)
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One  of  the  Quickest  Deals  
.....Ever  !  
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From  the  "Deal  of  the  Century"  to
...."One  of  the  Worst  Deals  of  the  Decade"
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The  Unravelling
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The  Role  of  the  Board
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• Was the board's composition a factor in the decision ?
• Did the failed deal of 2003 play a role ?
• What this a case of a board dominated by its CEO ?
• Was the strategy wrong ? Or was the execution wrong ?
• Did the Board conduct a proper assessment of the risks?
• What could (and should) have mitigated the risks of the
merger ?

• Should the board have renegotiated the deal before the
closing ?

• Was the decision to merge with Lucent right or wrong ?
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The term “governance” comes from the classical Greek “kubernetes”, the art of
steering a ship. Governance, like sailing, is all about team work, effective
communication, setting direction and strict monitoring, in ever changing conditions.


