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Case Objectives and Use

The case provides students a vehicle to explore corporate governance and ethical practices at a major U.S. conglomerate, Tyco International.   It can be used to better understand senior management’s and the Board’s roles in overseeing strategy and financial performance as it pertains to a highly aggressive, growth oriented competitive strategy, in this case an acquisitions strategy.  The Tyco case is primarily designed for use in Business, Government & Society (BG&S), ethics, strategic management, and leadership courses at the graduate level and in advanced, undergraduate levels (senior electives and capstone courses in strategy and ethics). The case is designed to introduce and discuss topics in ethical leadership, corporate social responsibility, corporate governance and the role of the general manager in the public policy process.   

Case Synopsis

The case traces Tyco’s history, from a 1960 technology driven start-up selling primarily to the U.S. Government to a $35.6 billion conglomerate selling electronics, engineered products and services, health care and specialty products, plastics and adhesives, and fire and security services in 2002.  Over this period, the Company’s financial fortunes steadily improved.  However, once Dennis Kozlowski became CEO and Chairman in 1992, Tyco experienced extraordinary growth, primarily through acquisitions.  The case focuses on Kozlowski’s reign analyzing his acquisition and integration strategies, his use of incentives to reign in costs, and the Board’s explicit and implicit delegation of authority to Kozlowski’s senior management committee on corporate acquisitions, on executive bonuses and perquisites and on corporate auditing and financial reporting.   The case ends when Kozlowski resigns because of a NY indictment on personal income tax evasion.  Shortly, New York would bring criminal charges against him and his CFO alleging that they conspired to gain personal fortunes by looting Tyco’s coffers and by deceiving shareholders.  In this chaotic situation, Tyco’s Board of Directors appointed John Fort, a Board Director and former Tyco CEO, to temporarily stand in for Kozlowski.  Within this context, the case raises several broad ethical and corporate governance questions.
The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation. The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 19-21, 2006, San Diego, CA. All rights are reserved to the authors and NACRA. © 2006 by Michael Merenda, Alison Volk, and Allen Kaufman.  Contact person:  Michael Merenda, Whittemore School of Business and Economics, University of New Hampshire, 15 College Drive, Durham, NH  03824,  603-862-3352, mmerenda@cisunix..unh.edu. 
