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Tata Steel's B Muthuraman and Ratan Tata shake hands with Corus' James Leng and Philippe Varin. 
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Overview
Tata Steel (India) acquired Corus Group plc (Europe) in April 2007 creating the world's fifth largest1 steel company in 
terms of production volume. This short report analyses the rationale of the deal from the point of view of both sides, 
performance so after and future outlook. The deal - the largest foreign takeover by an Indian company till that time - 
marked a significant step in terms of ongoing consolidation of the global steel industry, and growing internationalisation 
on Indian firms. 

The Deal : facts and figures

Financial Structure 
Tata Steel acquired Corus Group plc for £ 6.2 billion (US$ 12 billion) at a price of 608 pence per ordinary share paid in 
cash. The shares were acquired by Tata Steel UK, a wholly-owned indirect subsidiary of Tata Steel Limited. Corus thus 
became a subsidiary of Tata Steel.  

Management Structure 
The merged entity is known as the 'Tata Steel Group'. It comprises of two entities :

1. Tata Steel (this includes Tata Steel Thailand and NatSteel Asia)
2. Corus 

Each of the above two entities has an Executive Committee. A Joint Executive Committee sees the overall performance 
of the Tata Steel Group. 

Mr Ratan Tata chairs the merged entity. The Corus Executive Committee is headed by the CEO Mr Philippe Varin and 
its board is chaired by Mr James Leng. Tata Steel Executive Committee is chaired by its MD Mr B. Muthuraman. No 
major changes were made in the top management of either sides after the acquisition. Specifically, the top management 
of Corus was retained. The boards now share some members from each side. For example, Mr James Leng acts as the 
Non-Executive Deputy Chairman of the Board of Directors of Tata Steel. 

Timeline
The deal went through some twists due to Brazilian Steel maker CSN's counter offers. It finally concluded after an 
auction in January 2007 and became effective in April 2007. 
 
2005 :  Corus board decides on strategic alliance or merger as the best next option.  

      Tata Corus first contact regarding a possible deal. 

October 20, 2006 :  Corus board accepts 455 pence per share takeover offer by Tata Steel, and recommends it
   to its shareholders  

November 17, 2006 :  Brazilian CSN approaches Corus with a proposal of 475 pence per share

January 31, 2007 : Tata Steel wins auction (608 p/share against CSN's last bid of 603 p/share)

April 2, 2007 : The deal became effective after shareholder, court approvals

The deal process was otherwise smooth2 and going by their press statements during the process, the top management of 
Corus seemed pretty happy and comfortable with the acquisition. It may be remarked here that CSN was involved in a 
failed merger with Corus in 2002.   

1 It is now the sixth largest
2 Compared to Arcelor Mittal deal for example, which was highly controversial 



Before the deal : global context, respective positions 

Global Steel Industry in 2006 
The  global  steel  industry  in  general  is  highly 
cyclical  and  very  competitive.  The  industry 
shows high degree of variability both in terms of 
earnings  and  production.  Before  2006,  it  had 
been  undergoing  slow  consolidation  (Arcelor 
Mittal deal was concluded by mid 2006) but was 
still  pretty  fragmented. The consolidation gave 
greater  price  power  to  the  large  players.  The 
global steel prices had been rising sharply since 
2002 and had almost doubled compared to their 
2002 price by 2006.   Global  demand for  steel 
has been led by China's strong economic growth. 

Tata Steel : Small but profitable, part of large internationalising group    
Tata Steel with a production capacity of 4.6 million tonnes was the 56th largest steel company in the world before the 
deal. Though relatively small in scale compared to some of the large players in the steel industry, Tata Steel was highly 
profitable and also backed by the large Tata Group3. One of the reasons for this profitability was access to very cheap 
raw materials (iron ore, coal) and low overall costs.

Criticised initially for its conservativeness, the Tata Group had been at the fore in terms of internationalisation since 
2000s. It realised that it could not depend on a single market and decided to grow abroad. Chairman, Ratan Tata had 
been preaching the need to internationalise in "giant strides, not in token, incremental steps". For example, in 2000, Tata 
Tea had acquired Tetley in a $ 0.43 bn deal, which was the largest takeover of a foreign company by an Indian one to 
that date. The group primarily functions in seven areas including steel, automobile, IT, telecommunications and energy. 

Tata Steel  had already been growing through acquisitions.  It  acquired Singapore's  Natsteel  in  February 2005 and 
Thailand's Millennium Steel plc in April 2006. These two acquisitions strengthened its position in terms of higher 
valued finished products in growing Asian markets.   Earlier  (1995-2005),  it  had made significant  investments for 
modernising its major steel plant in India. 

Corus : Large but low profit, trying to restore success
Corus was the world's ninth largest steel producer in 2006, with a production capacity exceeding 18 million tonnes. It 
was formed from the merger of  the Dutch Koninklijke Hoogovens N.V. with British Steel plc in October 1999. 
However, things did not proceed very well after the merger - the two entities were working in opposite directions. 
Losses began mounting touching nearly 1.2 billion pounds in 2001. Share price of Corus in 2003 was 20 pence and it 
was on a verge of disaster before Mr Varin took over as the CEO. However, things started improving with the rising 
global steel prices and CEO Philippe Varin's "ruthless administration". Mr Varin turned the company around with cost 
cuts, restructuring suppliers, taking measures to increase productivity, closing down two plants and selling off the 
Aluminium business. All these measures substantially reduced the debt burden, but still margins remained low and the 
company was highly vulnerable to a global steel downturn. In 2006, Corus had about 48000 employees and a one 
billion pound debt. However, it had highly technologically advanced operations. 

Rationale for the deal

For Tata Steel

Positives Negatives

● The  acquisition  was  well  aligned  with  its 
overall global expansion plan 

● The deal would help it achieve global scale : 
from its 56th position in terms of production 
to 5th in the world. This would translate into 

● In terms of opportunity costs, this investment 
could prevent Tatas from making investments 
in  India  and  other  (possibly  more  lucrative) 
emerging  markets.  However,  some  of  Tata's 
investment  plans  in  India  were  stalled  and 

3 Tata Group owns about 33% of Tata Steel, which represents controlling stake in India. 



Positives Negatives

significant  advantages  in  terms  of  price 
power in the global steel industry. 

● Corus offered it a springboard for entry into 
the  European  market,  and  higher  value 
qualities  of  steel.  Though  Corus  was 
considered expensive in the short run, it was 
believed that the deal would be profitable in 
the long run. 

● Corus  also  offered  higher  technological 
knowledge  and  environmental  capabilities. 
This was a very big incentive. 

awaiting political approval.
● Corus was debt ridden with low margins, and 

still  expensive4.  A  downturn  would  make  it 
highly  vulnerable.  Many analysts  called  this 
investment risky and over priced, specially the 
price increased forced after CSN intervention. 
Tata's share prices fell massively immediately 
after the deal was made public. 

For Corus

Positives Negatives

● A  chance  to  bail  out  of  debt  and  financial 
stress,  and  become  part  of  a  winning 
combination.  Corus  had  been  looking  for  a 
buyer for two years. 

● Access to cheap high quality iron ore from 
India

● Access  to  well  established  sales  network  of 
Tata Steel in developing markets. 

● Unions worried that  there  will  be  job  cuts. 
But  analysts  felt  that  some  job  cuts  were 
inevitable  even  if  Corus  ran  alone  or  with 
some other partner. 

● Fears that UK plants will be shut down and 
production moved to India. 

● Perception  among  some  workers  that  an 
Indian entity could be a sub-standard entity.  

Overall : Positives > Negatives

Even though Corus was more than four times bigger than Tata Steel in terms of steel production, the latter was much 
more profitable5 and backed by the big Tata Group. The deal was perhaps slightly expensive in the short run, but a 
reasonable bet from a long run perspective. Majority of mergers fail, and most often due to problems during integration. 
Thus,  M&As are inherently  risk prone.   However,  overall,  the positives outweighed the negatives  and both sides 
decided to go ahead with the deal. They felt that their complementarity could be used for mutual benefit,  and the 
management teams were confident of working with each other to bring out the synergies and build on them. The 
strategic rationale for this deal was not about cutting costs, especially manpower costs, but it was more to do with 
strategic growth and expanding global footprint. 

After the deal : integration plan, performance so far
The deal created world's fifth largest steel producer, adding to the ongoing consolidation of the global steel industry. 

4 Final Corus deal price was 6.6 times EBITDA. This was much higher than the steel industry average and even Arcelor Mittal deal.  
5 In 2005, Tata's profit ran at 94 pounds/tonne compared to Corus' 25 pounds per tonne. 



"Light Touch" Integration, Execution plan
Integration issues are responsible for a relatively high failure of international M&As. Both Corus and Tata knew this 
from their past experiences. Corus was formed by merger of British Steel and Dutch K.H. N.V. (which was followed by 
a not so smooth integration), and Tata Group had experienced several international M&As itself since 2000s (including 
two  recent  ones  in  Tata  Steel).  All  this  experience  was  used  in  designing  integration  plan  for  Tata-Corus.  Tata 
companies tried to understand the culture of the country where M&As were to take place, as well as the working 
environment of that country, for skillfull handling of post-merger issues.  

A Strategic and Integration Committee (SIC)  was set  up to  facilitate  what  was envisioned to  be  a  "light  touch" 
integration across Corus and Tata Steel. It was chaired by Ratan Tata and acted like a virtual organisation encompassing 
both businesses.  Its goal was to develop common agenda for the group focusing on :

● Continuous Improvement

● Sharing of best practices, Manufacturing excellence

● Cross fertilisation of R&D capabilities

● Rationalisation of costs across the businesses

This would create the foundation on which the group could pursue future growth. The integration was coordinated by a 
program office formed for the above purpose. Several teams having representation from both companies were set up to 
handle integration and strategic work streams.

In January 2008, an umbrella management team or "group centre" was created. It consists of senior  Corus Group and 
Tata Steel executives, and is co-chaired by Tata Steel's managing director Mr B. Muthuraman and  Corus CEO Philippe 
Varin.  It  has been set up to avoid duplication and ensure a  common approach across key functions - technology, 
integration, finance, strategy, corporate relations,communications and global minerals. However, Tata Steel and Corus 
will  remain  two  separate  brands  for  some  more  time.  The  directors  overseeing  various  functions  report  both  to 
Muthuraman and Varin. There are more than 20 working groups working on various issues. One of the key steps in 
integration is integrating raw materials (iron ore, coal). Tata Steel and Corus have already started joint sourcing and 
purchase of materials. They are also jointly exploring new iron-ore sources in Africa, Australia and Brazil. The idea in 
most cases is not immediately to fuse the functions but to plan activities in a coordinated manner (eg. R&D).   

Mr Tridibesh Mukherjee, who has been appointed as the group director for technology and integration operates from 
London. He earlier retired as deputy MD, Tata Steel in October 2007 and was appointed to the board soon after.     

Tata Steel appointed international consultant Accenture to look at performance issues as part of the integration process. 
Accenture's plan (Nov 2007) outlined sourcing and talent management as two areas where the two sides could gain the 
most from synergies.  

The group targets 40 mn tonne capacity by 2011-12, and a turnover of $32 bn, with EBIDTA of 25%. 

Results : Performance so far6 
It is  still  a bit early to conclusively say whether the acquisition was a success.  However,  all  signs look good and 
integration seems to have been progressing very well so far. In fact, the integration process has progressed faster than 
original plans. 

● The combined enterprise now has an aggregate crude steel production capacity of around 28.1 million tonnes 
with approximately 82,700 employees across four continents. 

● Corus is leading group's "global safari", for example by planning global network alliances in automotive steel 
which has been identified as a key focus area for the group.  

● The benefit from synergies that would be built between Tata Steel and Corus by 2010 were pegged at $ 450 
mn. Tata Steel's annual report (FY 06-07) mentions 

"The leveraging of low cost intermediate products from India with further processing at Corus to produce high-
end finished products,  along with several  operation-related initiatives will improve the competitiveness of 
Corus  in  the  European  markets  while  India  will  benefit  from high-value,  sophisticated  finished  products 
developed in Corus’ R&D facilities. Further, the combined entity will foster cross fertilisation of Research & 
Development  personnel,  and  domain  expertise  in  the  automotive,  packaging  and  construction  sectors,  in 
addition to the exchange of technology, best practices and expertise. An integration team is in place, which 
will  drive  the  operations  as  one  single  virtual  enterprise.  The  enthusiasm,  support  and acceptance  of  the 

6 The first set of financial results for Corus since becoming a subsidiary of Tata Steel will be for the 15 months ending 31st March 2008. Its 
financials had not been consolidated in Tata Steel Group's consolidated FY 06-07 annual report as well.  



acquisition by employees on both sides has been very heartening".  

● The group is growing aggressively and targets 50 mn tonne capacity by 2015, adding another 25 mn tonne plus 
capacity through the acquisition route. 

● No UK plants have been shut.  In fact,  new investments (eg. £74 mn at  the Port  Talbot plant)  have been 
announced indicating long term commitment. On the other hand, 500 job cuts7 were announced in 'packaging 
steel' units of Corus, and to reduce it's capacity from 1.5 to 1.2 mn tonnes by 2008 end. This was however 
aligned with industry wide move based on overcapacity in Europe's packaging steel market.       

Conclusion, Learnings
1. Tata Steel's acquisition of Corus was a bold and smart move. Complimentarities in scale, market geography, 

financials, technology and raw materials offer a strong rationale for the deal. The groups have been integrating 
well so far, and should do well in the future. The partnership will be best tested if and when the current 
upsurge in global steel prices stops and there is a downturn

2. The acquisition should be seen as part of larger general trends :

○ Ongoing consolidation of the global steel industry (many other M&As in the recent years)

○ Growing internationalisation of Tata Group (many M&As led by the group in last few years)

○ Globalisation and rise of MNEs.   

3. Implications of the consolidation for the global steel industry in general are positive. This should help reduce 
volatility and give large players greater power for price control.

4. For the Tata group, this marks a new phase when the group starts truly starts becoming global. So far, it is 
strongly identified as an Indian group, with most top executives and leaders being Indians.  As the group 
changes its profile, it should prepare itself and be open to foreigners taking some of these roles, including 
possibly chairmanship of the group someday8.     

5. For globalisation at large, this case offers a very good example of how seemingly far separated businesses 
across the globe can combine synergies and create sustainable global enterprises. It also shows how north-
south alliances need not always be about costs, cheap labour etc as in the popular perception, but that there are 
more  important  strategic  reasons  and  synergies  driving  the  process9.  The  increasing  comfort  with  which 
individuals and enterprises assume new geographies, positions and identities not tied to a nation or brand, still 
retaining their own unique cultures and roots, gives hope to Ulrich Beck's Cosmopolitan Vision10.   
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